Report Preparation Guide July 17, 2024
Material Variance Explanation Form

Purpose

The Material Variance Explanation Form (MVEF) is used to identify and provide explanations for
material variances between prior year (PY) and current year (CY) Expenditures (GL 9000),
Revenue (GL 8000), Transfers In (GL 9811) and Transfers Out (GL 9812) balances.

The State Controller’'s Office (SCO) requires a MVEF for each shared and non-shared fund'’s
year-end financial reports, even if there is no activity to report or if all amounts are zero. If a fund
has multiple sub-funds, departments must submit only one MVEF at the main fund level, not per
sub-fund. The form must be listed on the Certification Letter under Supplemental Forms.

Reference Documents

Report No. 7, Pre-Closing Trial Balance

Report No. 9, Analysis of Change in Fund Balance

SCO Year-End Financial Reports Procedure Manual (Budgetary/Legal Basis)
Year-End Financial Reports Checklist

How to Prepare

The MVEF is an input document that is manually prepared by departments. The blank form is
available on the SCO website at https://www.sco.ca.gov/ard reporting.html.

Complete the MVEF after preparing the fund’s Report Nos. 7 and 9. Use Report No. 9 only for
Fiduciary Funds Outside the Centralized Treasury System, also known as Non-Treasury Trust Fund
(Fund 0990).

The instructions on the following page are followed by illustrations of the completed MVEF.
lllustration 1 — Governmental/General Fund

lllustration 2 - NGCF/Working Capital and Revolving Funds

lllustration 3 - NGCF/Trust and Agency Funds — Federal

lllustration 4 - NGCF/Trust and Agency Funds — Non-Federal (Parent Fund Level)
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Instructions

Each numbered item in the following instructions reference a corresponding numbered field
in llustrations 1 to 4.

1 | Enter the Fund Number, Agency Code, Contact Name, and Contact Email.
Using the PY and CY Report No. 7, fill in the PY and CY amounts (yellow cells).

For Fund 0990, use the PY and CY Report No. 9 to fill in the PY and CY amounts on the
MVEF.
e The total additions amount (sum of operating income, receipts from depositors,

and other additions) on Report No. 9 represents the revenue amount on the MVEF.
e The total deductions amount (sum of operating expenditures, payments to and for
depositors, securities released for individuals, prior year surplus adjustments, and
other deductions) on Report No. ? represents the expenditure amount on the
MVEF.
3 | The form will automatically calculate the variance amount and variance percentage.

Material Variance Criteria:
e CY balance less PY balance is equal to or greater than $1 million;

AND
e Percentage of variance (variance divided by PY balance) is equal to or greater

than 10%. When either the CY or PY balance is zero, the variance percentage is
insignificant, and no explanation is needed.

4 | Based on the calculation, a message will appear identifying whether or not the variance
is material and whether it requires an explanation.

a) If a variance explanation is required, explanations should answer the question
'Why is there a variance?' If applicable, provide the specific legal citations, statute,
budget letter number, executive order number, etc.

Examples of acceptable variance explanations:
e Revenue (GL 8000) increased due to a new revenue source per GC section
XXXX.
e Expenditures (GL 9000) decreased due to Program XX budget cuts, lack of
funding, or increased federal reimbursements.
e TransfersIn (GL 9811) increased due to additional federal grants
administered for Program XX.

Examples of unacceptable variance explanations:
e Revenues increased.
¢ Expenditures decreased due to increased encumbrances.
e Transfers In increased due to federal grants.

b) If a variance explanation is not required, leave the explanation box blank.

c) If there is no activity on PY and CY Report Nos. 7 and 9, state 'no activity to report'
in the explanation boxes and on the Certification Letter.
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lllustration 1 - Governmental/General Fund

Material Variance Explanation Form
Expenditures, Revenue, Transfers In, and Transfers Out

June 30, 20XX
1
Fund Number: 0001 Contact Name: Departmental Accountant
Agency Code: 1234 Contact Email: departmental.accountant@training.ca.gov
Fillin the prioryear and current year amounts below for expenditures, revenue, transfers in, and transfers out. Use the amounts from Report
7 from prior and current years. Be sure to include any prior year revision amounts, if applicable.
An explanation is required if a variance amount equals or exceeds $1 million AND the variance percentage equals or exceeds 10%. If a "YES"
isindicated under "Explanation Required", input an explanation in the space provided. Submit this form to the SCO with the fund's year-end
financial statements evenifall amauntsare zerg
2 EXPENDITURES 3 4
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ 50,001,830.70 | $ 52,223,727.43 | $ 2,221,896.73 4% NO
Explanation:
4b
REVENUE
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ (9,038.88)| $ (5,000.17)| $ 4,038.71 -45% NO
Explanation:
4b
TRANSFERS IN
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ (11,038,531,887.00)| $ (5,777,979,057.82)| $ 5,260,552,829.18 -48% YES
Explanation: Transfers In (GL 9811) decreased due to the reduction of the state’s direct disaster response costs paid by the General Fund
4a (0001) and reimbursed from the Coronavirus Fiscal Recovery Fund (8506).
TRANSFERS OUT
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ - |8 - $ - 0% NO
Explanation: No activity to report.
4c
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lllustration 2 - NGCF/Working Capital and Revolving Funds

Material Variance Explanation Form
Expenditures, Revenue, Transfers In, and Transfers Out

Fund Number:

Agency Code:

0687

1234

Contact Name:

June 30, 20XX
1

Departmental Accountant

Contact Email:

departmental.accountant@training.ca.gov

Fillin the prioryear and current year amounts below for expenditures, revenue, transfers in, and transfers out. Use the amounts from Report
7 from prior and current years. Be sure to include any prior year revision amounts, if applicable.

An explanation is required if a variance amount equals or exceeds $1 million AND the variance percentage equals or exceeds 10%. If a "YES"
isindicated under "Explanation Required", input an explanation in the space provided. Submit this form to the SCO with the fund's year-end

financial statements _evenifall amountsare zerg

2 EXPENDITURES 3 4
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ 3,001,830.70 | $ 2,922,746.23 (79,084.47) -3% NO
Explanation:
4b
REVENUE
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ (2,115,000.00)| $ (1,885,658.78) 229,341.22 -11% NO
Explanation:
4b
TRANSFERS IN
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ - $ = - 0% NO
Explanation: No activity to report.
4c
TRANSFERS OUT
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?

$

$

0%

NO

4c

Explanation: No activity to report.
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lllustration 3 - NGCF/Trust and Agency Funds - Federal

Material Variance Explanation Form
Expenditures, Revenue, Transfers In, and Transfers Out
June 30, 20XX

1
Fund Number: 0890 Contact Name: Departmental Accountant

Agency Code: 1234 Contact Email: departmental.accountant@training.ca.gov

Fillin the prioryear and current year amounts below for expenditures, revenue, transfers in, and transfers out. Use the amounts from Report
7 from prior and current years. Be sure to include any prior year revision amounts, if applicable.

An explanation is required if a variance amount equals or exceeds $1 million AND the variance percentage equals or exceeds 10%. If a "YES"
isindicated under "Explanation Required", input an explanation in the space provided. Submit this form to the SCO with the fund's year-end

financial statements _evenifall amountsare zerg

2 EXPENDITURES 3 4
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ 14,522,942,662.72 | $ 7,160,037,594.89 | $ (7,362,905,067.83) -51% YES

Explanation: Expenditures (GL 9000) decreased due to the prior fiscal year 20XX-XX being the last year of funding for Grant XYZ under
4a CFDA XX.XXX. As such, the total variance of $XX million represents the prior year expenditures related to Grant XYZ that were
notincurred in the current fiscal year 20XX-XX.

REVENUE
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ (14,522,942,662.72)| $ (7,160,037,594.89)| $ 7,362,905,067.83 -51% YES
Explanation: Revenue (GL 8000) decreased due to the prior fiscal year 20XX-XX being the last year of funding for Grant XYZ under CFDA
4a XX.XXX. As such, the total variance of $XX million represents the prior year expenditures related to Grant XYZ that were not
incurred in the current fiscal year 20XX-XX.

TRANSFERS IN

PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ o $ = $ - 0% NO
Explanation: No activity to report.
4c
TRANSFERS OUT
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ - |8 - $ - 0% NO
Explanation: No activity to report.
4c
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lllustration 4 - NGCF/Trust and Agency Funds — Non-Federal (Parent Fund Level)

Material Variance Explanation Form
Expenditures, Revenue, Transfers In, and Transfers Out

Fund Number:

Agency Code:

0942

1234

Contact Name:

June 30, 20XX
1

Departmental Accountant

Contact Email:

departmental.accountant@training.ca.gov

Fillin the prior year and current year amounts below for expenditures, revenue, transfers in, and transfers out. Use the amounts from Report
7 from prior and current years. Be sure to include any prior year revision amounts, if applicable.

An explanation is required if a variance amount equals or exceeds $1 million AND the variance percentage equals or exceeds 10%. If a "YES"
isindicated under "Explanation Required", input an explanation in the space provided. Submit this form to the SCO with the fund's year-end

financial statements _evenifall amountsare zerg

2 EXPENDITURES 3 4
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ 484,635.94 | $ 311,669.23 (172,966.71) -36% NO
Explanation:
4b
REVENUE
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ (566,452.69)| $ (948,740.89) (382,288.20) 67% NO
Explanation:
4b
TRANSFERS IN
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?
$ - $ = - 0% NO
Explanation: No Acitivity to report.
4c
TRANSFERS OUT
PY 20XX-XX CY 20XX-XX Variance Amount Variance Percentage Explanation Required?

$

$

0%

NO

4c

Explanation: No activity to report.

Prepared by Department of Finance, Fiscal Systems and Consulting Unit

Page 6 of 6


mailto:departmental.accountant@training.ca.gov

	1b. MVEF_EDITED
	2. MVEF
	Purpose
	Reference Documents
	How to Prepare
	Instructions





Accessibility Report





		Filename: 

		4166328653.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 0



		Passed: 30



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Passed		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top



