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			Cost-Volume-Profit (CVP) analysis is a financial management tool that helps businesses understand the relationship between costs, volume of production or sales, and profits. Here are some key terms commonly used in Cost-Volume-Profit analysis:

	Fixed Costs: These are costs that remain constant in total regardless of the volume of production or sales. Examples of fixed costs in accounting include rent, salaries, insurance.
	Variable Costs: These are costs that vary in direct proportion to the volume of production or sales. They include raw materials, direct labor, and variable overhead.
	Total Costs: The total costs of a firm include the sum of fixed costs and variable costs. Total Costs can be calculated as follows:


	Total Costs = Fixed Costs + (Variable Cost per Unit × Number of Units)


	Contribution Margin: This is the amount by which sales exceed variable costs, representing the contribution of each unit toward covering fixed costs and generating profit. The Contribution margin can be calculated as follows: 


	Contribution Margin = Selling Price per Unit – Variable Cost per Unit


	Contribution Margin Ratio: The contribution margin expressed as a percentage of sales. It is calculated as follows:


	
	Contribution margin ration = 





	Break-Even Point: The level of sales at which total revenues equal total costs, resulting in zero profit or loss. The formula for calculating the break-even point is:


	
	BEP = 





CVP analysis helps businesses make strategic decisions by providing insights into the relationship between costs, volume, and profits. Understanding these terms and their interconnections is essential for effective financial planning and decision-making.
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