Rip Tide Company manufactures surfboards. Its standard cost information follows:

Standard Unit

Standard Quantity Standard Price (Rate) Cost
Direct materials (fiberglass) 15 square feet  $ 5 per square feet $ 75.00
Direct labor 10 hours $ 15 per hour 150.00
Variable manufacturing overhead (based on direct labor hours) 10 hours $ 6 per hour 60.00
Fixed manufacturing overhead ($24,000 + 300 units) 80.00

During the month of June, Riptide planned to produce and sell 300 surfboards, but actually produced
and sold 328 surfboards. The actual and budgeted sales price was $500 per surfboard. The
company reported total sales revenue of $164,000 for the month of June and incurred the following
actual manufacturing costs:

Direct Materials (5,120 sq. ft. of fiberglass at $5.50 per sq. ft.)$28,160

Direct Labor (3,250 hours at $15.90 per hour) $51,675
Variable Manufacturing Overhead $13,790
Fixed Manufacturing Overhead $25,600

Riptide’s manager has prepared the partial report comparing actual results to the master budget.

Based on the report, the manager concluded that Riptide had a great month because actual gross
margin was slightly above the amount budgeted.



