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CGMA GBC Chinese Mainland Final


Task 1

Senior Finance Manager Elizabeth Maenda comes to your office:

“I have brought an extract from a report that has already been submitted to the Board.

Before I discuss this document further with the Finance Director, Mario Baquero, I need your advice on two issues.”

Firstly, explain, with reasons, whether Cartn should consider offering more competitive pricing to Milko Ltd in order to secure this long-term supply contract.
(Sub-task (a) = 60%)

Secondly, evaluate whether reducing the price of packaging products to win this contract could create internal issues for Cartn, such as the impact on existing customer relationships or the company’s profit structure.
(Sub-task (b) = 40%)


Reference material
Executive Summary

Prepared by: Haitham Amer, Marketing Director

Cartn has recently received a proposal from Milko Ltd, a large dairy producer. Milko Ltd sells milk, yoghurt, and plant-based dairy alternatives across multiple countries and is one of the fastest-growing dairy companies in the region.

Milko Ltd is expanding its packaged food business and is seeking to establish a long-term partnership with a packaging supplier. The company is considering entering into a five-year supply contract with Cartn, under which Cartn would supply carton packaging for milk and plant-based beverages.

The proposed contract is expected to involve high order volumes, as Milko Ltd distributes its products across several countries. Order quantities are also expected to increase as the business continues to expand.

Milko Ltd has indicated that, in order to support its retail pricing strategy, it expects Cartn to offer competitive pricing. In addition, it requires a stable supply of packaging materials throughout the contract period to avoid any disruption to its food production lines.

The Board believes that this opportunity could provide Cartn with stable order volumes and improve factory capacity utilisation. However, some directors have raised concerns that adjusting pricing to secure the contract may have an adverse impact on Cartn’s profit margins and existing customer relationships.

The Board has therefore requested management to further evaluate the commercial viability of this opportunity.




Task 2

Two months later, you receive the following email:

From: Elizabeth Maenda, Senior Financial Manager
To: Financial Manager
Subject: Milko Ltd packaging supply contract

Hi,

I have attached an extract from the minutes of this morning’s Board meeting.

Before I meet with the Finance Director, Mario Baquero, I would like to hear your views on two issues.
[bookmark: OLE_LINK1]
• Firstly, identify with reasons the key skills that the project manager responsible for implementing the Milko Ltd packaging supply contract will need if Cartn decides to proceed with this contract.
[sub-task (a) = 60%]

• Secondly, identify and evaluate the difficulties that may be encountered when predicting the future cash flows from this long-term contract for the purpose of assessing its financial feasibility.
[sub-task (b) = 40%]

Regards
Elizabeth

Reference material

Extract from Board Meeting Minutes

Milko Ltd long-term packaging supply contract

Haitham Amer, Marketing Director, reported to the Board on further discussions with the dairy producer Milko Ltd.

Milko Ltd stated that it would be willing to enter into a five-year carton supply contract with Cartn if Cartn could guarantee reliable long-term supply. Milko Ltd expects sales of its milk and plant-based drinks products to increase significantly in the coming years.

Milko Ltd also indicated that it would like Cartn to participate in redesigning some of its product packaging in order to improve the products’ attractiveness on retail shelves. This work may require Cartn’s design engineers to collaborate closely with Milko Ltd’s production team.

Board members noted that if Cartn decides to proceed with this opportunity, the company will need to appoint a project manager to coordinate the work of several departments, including production, product design and customer communication.

The Board also discussed the financial implications of the contract. Some directors believe that the contract could generate stable sales revenue, while others pointed out that because the contract period is long, there may be significant uncertainty in forecasting future order volumes, costs and selling prices.

The Board agreed that further evaluation of the commercial feasibility of the project is required.




Task 3

Three months later, Cartn’s long-term packaging supply contract with Milko Ltd has begun to be implemented, and Milko Ltd’s product sales have increased significantly in several markets.

You receive the following email:

From: Elizabeth Maenda, Senior Financial Manager
To: Financial Manager
Subject: Forward: Milko Ltd contract implementation and employee training

Hello,

I have forwarded an email that I received from the Finance Director.

Before I meet with her, I would like to hear your views on two issues:

• Firstly, explain with reasons how the principles of Total Quality Management (TQM) could be incorporated into the initial training and induction training of new employees at Cartn’s factories.
[sub-task (a) = 40%]

• Secondly, explain with reasons the appropriate accounting treatment for the costs incurred by Cartn in developing the proposed training materials and the labour costs incurred by factory employees while training new employees.
[sub-task (b) = 60%]

Regards
Elizabeth

Reference material

From: Mario Baquero, Finance Director
To: Elizabeth Maenda, Senior Financial Manager
Subject: Milko Ltd contract implementation and employee training

Elizabeth,

I have just finished a meeting with Alison Cruikshank (Operations Director). She explained that because orders from Milko Ltd have increased rapidly, some of Cartn’s factories have recently recruited a number of new production employees.

However, some factory managers have reported that several new employees have limited experience in operating packaging production equipment and following quality control procedures. This has caused concern among management because packaging quality problems could damage Cartn’s reputation and could lead to problems in customers’ production lines.

Feedback from factory managers indicates that some new employees lack accuracy when performing basic operational tasks, such as correctly checking packaging seal quality or recording production data. In addition, they have limited experience in teamwork and communication.

The operations department has suggested that Cartn should develop new online training and induction materials to train new employees. These materials may include interactive learning modules and videos demonstrating production processes and quality control procedures.

Developing these training materials may require a relatively high initial cost. However, once completed, these materials are expected to be used for several years with only minor updates required.

The Operations Director believes that these training materials will help improve employee skills and ensure that Cartn can maintain consistent product quality during production.

In addition, she believes that experienced factory employees should provide on-site guidance to new employees during their initial period and provide feedback on their performance.
Mario



Task 4

One month later, Senior Finance Manager Elizabeth Maenda comes to your office:

“I have printed an extract from the Board meeting minutes from this morning.

I need your advice on two issues.”

Firstly, evaluate the potential product risks, reputational risks and operational risks that Cartn may face in fulfilling the long-term supply contract with Milko Ltd following the recent production error incident, and recommend appropriate mitigating actions.
(Sub-task (a) = 60%)

Secondly, recommend, with reasons, the most appropriate positive disclosures that Cartn could make in its Integrated Report in relation to the operational improvements undertaken to support the long-term contract with Milko Ltd, particularly in respect of the following capitals:

Intellectual capital

Human capital

Social and relationship capital

(Sub-task (b) = 40%)


Reference material
Extract from Board Meeting Minutes
Milko Ltd Contract – Production Update

Operations Director Alison Cruikshank reported to the Board on the latest production performance relating to the long-term supply contract with Milko Ltd.

She explained that, as order volumes from Milko Ltd have increased, some factories have recently extended production line operating hours and assigned a number of new employees to production monitoring and quality inspection activities.

During a recent production run, a new employee made an error in setting up equipment, resulting in a batch of packaging products failing to meet quality standards. The issue was identified during the quality inspection stage, and the affected products had to be re-produced, which caused delays to that day’s production schedule.

Alison confirmed that the incident had been reported to Milko Ltd. While Milko Ltd expressed understanding, it emphasised that Cartn must ensure that production processes remain stable and continue to meet the contractual requirements for quality and delivery.

Board members noted that, as the scale of the Milko Ltd contract continues to grow, investment in production management and employee capability will become increasingly important.

The Board is currently preparing Cartn’s next Integrated Report. Some directors suggested that the operational improvements undertaken to support the Milko Ltd contract could be presented as an example of Cartn’s long-term value creation capability.

The Board has therefore requested management to further assess the associated risks and consider how this project could be appropriately disclosed in the Integrated Report.
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