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PROJECT INITIATION DOCUMENT (PID)


INSTRUCTIONS:
1. Give as much justification as possible for every question asked. This means, you must not limit yourself to just stating WHAT you believe is an appropriate response, but WHY.
2. ALWAYS provide an outline of the financial and cost imperatives associated with your project aim and objectives. Remember, you must be able to SELL your project idea.
3. Put effort into your PID and you will benefit when it comes to undertaking your project and writing your final report.
4. A total of 1,000 words +/- 10% for PID, not including the words in instructions.





PID submission date detailed on module schedule

	1. Your name:
	Wong Wai Chun


	2. Name of the chosen organisation (the client) 
	Four Seas Mercantile Holdings Limited (Four Seas Group; Stock:374 Hong Kong) 


	3. Background of the chosen organisation 
	Four Seas Group (we use “the Group” thereafter), is manufactures and trades snack foods, confectionery, beverages, and frozen food products (FMSL, 2019, p8).The snacks and confectionery contributed more than 60% of sale revenue to the Group in 2018 and 2019 (FMSL, 2019, p.18).  

The total revenue were slow growth from 2017 to  2019 (FSML,2019,p24), the Group need to looking for high growth of revenue to enhance shareholder value.



	4. Project idea: 
(Problem or opportunity to be addressed)
	It is feasibility study (Justis & Kreigsmann,1979) to assess that promotes its snacks and confectionery items in a newly developing market. It evaluates the Marco environment (PESTLE) of Malaysia market, potential growth, estimate the budget and return within 3 years. Thus, it reports their criteria, risks and recommendations.

Entry strategy is direct exporting to its new subsidiary company which is self-financing join venture with local distributors in Malaysia.






	5. Aim of project:

Study new market environment and assess probability of internationalizing their business operations to gain more return and identify potential risks.









	6. Objectives of project:

The Group has to do self-financing investment on new subsidiaries sales office and distribution centre by using entry strategy that the group is direct exporting to this new subsidiary of joint venture Company with experienced Malaysian distributor company. To do this, the Group must hire consultant to assist the deal with merging Malaysian company. Group should apply Halal approval on own products and factories in order to export goods into Malaysia and ASEAN countries.

Agreed by The agreement terms of establishing new company should be agreed by the both board directors of both companies. The self-franchising investment amount should be approved by broad of shareholders to start the process of agreement. This merge agreement will be processed by local professional consultant company and Lawyer. Further, the Halal approval on its products and factories are issued by Halal department of Islamic of Hong Kong (Islamictrusthk,2020).


Group will facing competition to local confectionery products and also an own brands of retailers are always on the shelves at a cheaper price against to the Group’s products (Loureiro,2017). 
The official languages are Malay and also free to use English, Cantonese, Mandarin and Tamil (Department of Information, Malaysia,2016). The different official languages may cause some miscommunication Group in operation or some lost by failed to meet custom or local regulations. 

The Group needs to focus on high dominance of Muslim people who needs Halal certification products (Yusuf, Abdul Shukor and Ahmad Bustamam,2016)

After merging new company, the Group will increase about 10% of revenue by 3 years which increase sales turnover about HKD 30 million till the end of 2023.  


 




	7. Project deliverables: 

The expanding operation in new country will target the group to increase HKD 30 million revenue by three years that will also creating value for customers and stakeholders (Freeman, Harrison and Zyglidopoulos,2018). It can also benefit from additional economies of scale to maximize the market share, revenue and profit to the Group.

The group may decide to accept lower cash flows in the short-term whilst it invests heavily in merging new company and costs of application products if application of franchising is not approved by bank.



	8. Project scope: 

The Group needs to achieve high growth in revenue and profit thought diversify market in new country. There is high dominance of Muslim people needs products with Halal certification in ASEAN countries, the Group may potential to increase sale by expanding market into Malaysia and another ASEAN countries (Nurrachmi,2018).
        
        
         



	9. 
Information sources: 
It needs secondary research method that involves using already existing data, published annual reports, Google search, Company website, data obtained from company and government’s websites. 




	10. Research method: 

The Group collect secondary data from websites that are including: 
·  Malaysia Market profile by the Hong Kong Trade Development Council,
·  Seeking potential Malaysia food company information by Trade and Industry Department. The Government of the Hong Kong Special Administrative Region, 
· Halal application by The Incorporated trustees of the Islamic Community Fund of Hong Kong and Department of Islamic development, Malaysia,
· Company tax, personal tax and tariff information by Inland Revenue Board of Malaysia,
· Local distribution company information from website,
· Local consultant in Malaysia such as Quantum consulting services,
·  Currency exchange rate of Hong Kong dollars and Malaysian ringgit from Bank Negara Malaysia.

















	11. Work plan: 
· Check the Group’s liquidity to estimate the amount of investment and assume financing amount.
· Make sure the Group to form an experienced project team and hire consultancy to evaluate transactions, complete an investment, predict its performance and tolerate sensitivity to results. The Group has to evaluate the benefits of projects, synergies and cost effective. 
· Define the group’s goals and success factors that Does the Group enter Malaysia markets and meet the products requirement, processes and intellectual capital?
· The Group should try to eliminate its competitors, expand a product line or achieve a vertical integration? 
· The Group evaluates the potential candidates of mergers and acquisitions in Malaysia. 
· The Group evaluates the goals for this acquisition and the drivers of the valuation in order to verify the both of financial, operational, legal, technology and people due diligence on this planning.
· The Group creates a transition team that has line managers to set the working plans and expectations for both side leaders.
· Carefully plan and perform the integration. 
· The Group establishes milestones that are creating incentives plans tied to their completion and termination plan for poor members of management.
· The Group review its liquidity, numbers of products launching, selling channels and customer feedback. 





	12. Risk:

· Currency risks brought about by increased exchange rate volatility that will influence the profit and costs of Group in oversea market (Gherasim and Gherasim,2019).
· For exporting to Malaysia, the Group may facing the trade policies, tariffs and duty rates are constantly revised and are subject to change without notice.
· For the risk of miscommunication by different official language “Malay” that it may cause some miscommunication to Group in operation or some lost by failed to meet tariff or local regulations. 
· The group will facing increased or decreased revenue or market share due to the buyer will be absorbing a major competitor and thus increase its market power to set prices.
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· Recommendation:
· For minimize currency risk, the Group should make a currency forward contract that allows the Group to lock in the price they pay for a currency to hedge currency risk (Bash et al, 2018).
· For risk of exporting to Malaysia, the Group hires consultant to reduce time, cost and risk to export.
· The Group is recommended to use website app to translate their documents and hire professional interpreter such as The Malaysian Translators Association (MTA), also known as Persatuan Penterjemah Malaysia (PPM).
· For risk of new hiring, the group can simply acquires the talent of the target private company to dissolves and few legal issues will be avoided.
· Local consultant in Malaysia such as Quantum consulting services (Quantum, 2019) and hires local experience workers to learn their regulations and cultures.
· Local distribution company information such as First Food Distribution (M) Sdn Bhd website,
· Mergers & Acquisitions services and analytics from Ernst & Young international accounting and professional services,
· The Group should be achieved to complete all the merging company agreement and Halal certification on products within 6 months. The export business should be started by 6 months after all agreements and certifications have been done. The Group should achieve revenue and profit growth within 3 years.
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 Year 2017 Sales amount

of major items

 Year 2018 Sales amount

of major items

 Year 2019 Sales amount

of major items

Product

Snacks 1,249.561 1,270.89 1,301.81

42.38% 42% 43%

Confectionery 568.786 569.076 582.269

19.29% 18.95% 19.22%

Ham and Sausage 372.623 364.627 369.125

12.64% 12.14% 12.19%

Beverage and dairy

products

235.076 264.281 223.01

7.97% 8.80% 7.36%

Food materials/

ingredients

227.505 222.408 235.048

7.72% 7.41% 7.76%

Other 294.738 311.155 317.724

10.00% 10.36% 10.49%

Total 2,948.289 3,002.437 3,028.987

100.00% 100% 100%

Profit attributable to

equity holders

of the Company

50.274 347.703 30.161*

Stock share price (Adj

Close HKD at year end) 3.271 3.797 3.300

FSML annual report,2017-2019,pp17-18 and p136.

*Note: profit attributable to equity holders of the 

Company for the year was HK$30,161,000 (2018: HK$347,703,000).

Because of the absence of the one-off gain on the completion of

the disposal of a property which was incurred in the previous year,

Sale revenue (HK$M) and (% of total Sales)


