Standard Cost Variance Explanation

Date: [Insert Date]
To: [Stakeholder's Name]
From: [Your Name]
Subject: Explanation of Standard Cost Variance
Dear [Stakeholder's Name],
I hope this message finds you well. I am writing to provide an explanation regarding the recent
standard cost variance that has been observed in our financial reports for the period ending
[Insert Date].
The standard cost variance is a measure used to analyze the differences between the standard
costs we budgeted for production and the actual costs incurred. For this period, we noted a
variance of [Insert Variance Amount], which can be attributed to the following key factors:

o Material Costs: The increase in raw material prices due to [Insert Reason].

e Labor Costs: The unexpected overtime required to meet production demands.

o Operational Efficiency: A downturn in operational efficiency attributed to [Insert

Reason].

We are taking proactive measures to address these variances, including reviewing procurement
processes and optimizing labor allocation to enhance efficiency. Our finance team is committed

to monitoring these fluctuations closely and will provide updates in our forthcoming reports.

If you have any questions or require further clarification regarding this variance, please do not
hesitate to reach out to me directly.

Thank you for your continued support.
Sincerely,

[Your Name]

[Your Position]

[Your Contact Information]



