Notation and definitions
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	Notation
	Meaning, definition, etc.

	SP
	Sales price per unit

	VC
	Variable costs [fluctuate in total in direct proportion to sales; constant per unit

	TVC
	Total variable costs

	VC/unit
	Variable cost per unit

	FC
	Fixed cost [constant in total within the relevant range]

	TFC
	Total fixed cost [for whatever the relevant fiscal period is—month, year, etc.]

	RR
	Relevant range [the range of volume within which the cost behavior relationships are unchanged]

	DM
	Direct material cost

	DL
	Direct labor cost

	DLH
	Direct labor hours planned [or actually worked; depends on context]

	OHD
	Overhead—the indirect costs of manufacturing

	VOHD
	Variable overhead

	FOHD
	Fixed overhead

	MFG
	Manufacturing—the part of the organization where they “make stuff”

	S & A
	Selling & administrative expenses [a.k.a. non-manufacturing costs]; the part of the organization where they do things other than “make stuff”

	V S & A
	Variable selling & administrative expenses

	F S & A
	Fixed selling & administrative expenses

	CM
	Contribution margin [= revenue – variable costs]

	TCM
	Total contribution margin

	CM/unit
	Contribution margin per unit

	GM
	Gross margin [= revenue – cost of goods sold]

	GP
	Gross profit [synonymous with gross margin]

	CGS
	Cost of goods sold [usually means absorption cost of goods sold

	VCGS
	Variable cost of goods sold [= DL + DM + VOHD in manufacturing setting; = cost of merchandise acquired in wholesale or retail setting]

	FG
	Finished goods inventory

	BFG
	Beginning finished goods inventory

	EFG
	Ending finished goods inventory

	BE pt
	Breakeven point

	BE $
	Breakeven revenue

	MoS
	Margin of safety—how far are we from the breakeven point? [may be in $’s, units, or stated as a percentage]

	NI
	Net income

	CMR
	Contribution margin ratio; ratio of contribution margin to revenue

	VCR
	Variable cost ratio; ratio of variable costs to revenue; VCR + CMR = 1.00

	Absorption costing
	Fixed overhead [fixed manufacturing costs] are charged to production and pro-rated to inventory and cost of goods sold. Costs are organized by function [manufacturing vs. non-manufacturing].

	Variable costing
	Fixed overhead does NOT show up in inventory or cost of goods sold; 100% of fixed overhead is expensed during the period incurred; fixed costs are subtracted FROM contribution margin. Costs are organized by behavior [variable vs. fixed].

	ROI
	Return on investment [= net income/owners’ equity

	ABC
	Activity-based costing 

	NPV
	Net present value

	IRR
	Internal rate of return
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