
CIMA OCS EXAM August 2017, Variant 1 

Section 1  

Today is 10 August 2017.  You are currently working for Ravi Khan, Finance 

Manager (Maintenance).  You arrive at work and read the following email. 

From: Ravi Khan, Manager (Maintenance) 

To: Finance Officer 

Subject: Maintenance depot issues 

I would like you to prepare a commentary on the variances for the maintenance 

depot direct labour costs for the month of July.  The commentary should include an 

initial explanation of the possible causes of the variances.  You will need to speak to 

Igor Pavin, Maintenance Manager to help with these explanations.  Please note that 

we have had to increase our employer pension contributions from 5 to 7% of wages 

earned for all our employees. 

Ravi Khan,  

Manager (Maintenance) 

Premium Trains 

Reference Materials 

Variance Report for the Maintenance Depot Direct Labour Costs for the month 

of July 2017: 

 Own staff T$ Sub-contractors 
T$ 

Total T$ 

Direct labour 
variances: 

   

Rate 31 024 F 11 525 A 19 499 F 

Idle time   2 400 A      800 A   3 200 A 

Mix 25 024 F 31,280 A   6 256 A 

Yield   10 824 A 

Overall         781 A 

    

 

Budgeted hours in July 2017 were 13 230 for own staff and 1 470 for sub-

contractors.  Actual hours paid were 12 820 for own staff and 2 305 for sub-

contractors.  The budgeted average rate for own staff is T$32 per hour and for sub-

contractors T$40 per hour. 

You telephone Igor Pavin, who says the following to you: 



“We’ve had an interesting month.  We lost some of our most experienced and senior 

staff in July to a new aircraft maintenance facility that has just opened up on the 

other side of Frocastle.  Fortunately, we were able to bring in more sub-contractors 

at short notice to ensure that we completed all of our budgeted work for the month of 

July.  That said, we did have some instances where repairs had to be re-done 

because of problems we discovered with the quality of the work.  This resulted in 

both our own staff and sub-contractors having to wait around whilst jobs were re-

allocated and machinery re-set.  In addition, we were not able to undertake any of 

the backlog of repairs to our own trains from the previous month. 

Whilst I’ve got you on the phone, I’m hoping that you can help with something.  I 

need to recruit staff this month to fill the vacancies that we now have as a result of 

the people that we’ve lost; using sub-contractors is not a long-term solution as they 

are expensive.  I’d be interested to receive your suggestions of the different ways 

that we might advertise these roles.  An email with a wide range of ideas would be 

great. Oh, and please give a benefit and drawback for each idea.  Thank you. “ 

 

Section 2 

Two weeks later there is a fire in one of the sheds at the maintenance depot 

that damaged the shed and some machinery inside: luckily no trains are 

damaged and no people hurt.  Two days after the fire Ravi Khan, Finance 

Manager (Maintenance) sends you the following email: 

From: Ravi Khan, Finance Manager (Maintenance) 

To: Finance Officer 

Subject: Maintenance depot fire  

As a result of the fire at the maintenance depot, we’ve lost some capacity.  

Management at the depot have decided to prioritise the maintenance checks on all 

trains and repairs for our own trains before any external repair work.  This means 

that there are only 3 200 direct labour hours and 2 000 machine hours available in 

September to complete the repair work scheduled for our external customers. 

I asked one of the other Finance Officers to do some calculations regarding how to 

best use these hours, which have been done.  She is now on leave and I need to 

send management an explanation of how her schedule should be used in order to 

decide which external repair work to undertake.  I would also like to include a 

commentary on any limitations of basing our decision regarding which repair jobs to 

undertake soley on the data of the schedule.  Please draft this explanation and 

additional commentary for me, there is no need to do any further calculations at this 

stage. 



In addition,   I need your help on a financial reporting matter.  I’ve looked through the 

non-current asset register and have compiled a list of the major assets damaged and 

what we are going to do in respect of these assets.  We need to report how to 

account for these assets in our financial statements.  I was going to ask the financial 

reporting team to do this but as you’ve worked in this area before, I think it would 

make sense if you draft the content for this report for me. 

I’ve included both schedules in a single attachment to this email 

Thank you 

Ravi Khan 

Finance Manager (Maintenance)    

Premium Trains 

 

Schedule of external customer repairs for September 2017: 

 Repair Job 
1 

Repair Job 
2 

Repair Job 
3 

Repair Job 
4 

Total 

Essential 
repairs: 

     

Direct labour 
hours required 

200 1,000 150 400 1,750 

Machine hours 
required 

170 785 130 240 1,325 

      

Non-essential 
repairs:  

     

Direct labour 
hours required 

400 250 200 400 1,250 

Machine hours 
required 

330 195 170 240 935 

      

Non-essential 
repairs 
contributions: 

T$ T$ T$ T$  

Contribution 
per job 

24 000 13,000 17,200 20,000  

Contribution 
per direct 
labour hour 

  60.00 52.00 66.00 50.00  

Contribution 
per machine 
hour 

72.73 66.67 101.18 83.33  

 



Notes: 

 The total number of direct labour hours required is 3,000 and the total number 

of machine hours required is 2,280 

 Each repair job consists of a number of different individual repairs to a single 

train unit, some of which are identified by the customer as essential and some 

non-essential. 

 For all of our customers, we must undertake all of the essential repairs.  There 

is no commitment on our part to fully complete the non-essential repairs. 

Schedule of major non-current assets affected by the fire: 

Major asset identified in 
non-current asset 
register 

Carrying value T$ Consequence of the fire 

Shed 2 building 310,000 Shed 2 can be cleaned up 
and repaired.  A survey of 
the damage indicates that 
due to a weakening in the 
walls, the shed’s 
remaining useful life has 
reduced to 10 years from 
20 years 

Shed 2 roof   45,000 The roof of shed2 was 
completely destroyed in 
the fire.  This will need to 
be replaced at a cost of 
T$320,000. 

Machine 1  105,000 Machine 1 is beyond 
repair and will be sold for 
scrap at some point in the 
future.  Estimated scrap 
proceeds are T$10,000 

Machine 2 385,000 Machine 2 will be repaired 
and upgraded so that it 
significantly speeds up the 
maintenance process and 
reduces the amount of 
labour hours required 

  


