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This template gives you a proven structure for writing CFO-ready variance commentary every month-end.
Fill in the highlighted fields with your actual numbers and operational context. Each section follows the
four-sentence format that works for both CFOs and plant managers.
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Part 1 — Monthly Context Log

Record operational events as they happen during the month. By month-end this becomes your
commentary source — no more chasing ops for explanations.

Date Cost Center Event / Issue Estimated Impact ($) Source

Part 2 — Variance Thresholds

Flag variances that exceed these thresholds for commentary. Adjust to match your company's materiality
levels.

Variance Type Dollar Threshold Percent Threshold Your Threshold
Direct Labor >$8,000 unfavorable >5% unfavorable $
Direct Material >$10,000 unfavorable >3% unfavorable $
Overhead >$12,000 unfavorable >7% unfavorable $
Favorable variances >$10,000 favorable >10% favorable $

Part 3 — Commentary Templates

Fill in the bracketed fields for each variance that exceeds your threshold. Each template follows the
four-sentence structure.



Labor Variance Commentary

_Var.lance
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Material Variance Commentary
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Overhead Variance Commentary
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Part 4 — Cross-Variance Connection Checklist

Before finalizing commentary, check these common connections. If two variances share a root cause,

your commentary should say so explicitly.

Check for connection to...

If you have this variance...

Labor overtime unfavorable

Scrap / rework in material, maintenance in overhead

Material usage unfavorable

Labor efficiency (rework hours), scrap disposal in
overhead

Labor idle time unfavorable

Volume variance, maintenance / downtime in overhead

Material price unfavorable

Purchase price variance, supplier change notes

Overhead maintenance unfavorable

Labor downtime, scrap in material

Large favorable variance

Volume change, deferred spending, timing — explain it




Part 5 — Pre-Submission Review Checklist

Every variance above threshold has commentary

AN

All commentary leads with dollar impact, not percentage

No hedging language — no 'it appears' or 'it seems'

Cross-variance connections are explicitly stated

Each commentary is exactly four sentences

All specific numbers are verified against the trial balance

Recurring vs. one-time determination is stated for every variance

Large favorable variances are explained, not just unfavorable ones

Commentary has been read aloud — does it make sense to a non-accountant?
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CFO can present this to the board without asking you a follow-up question
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