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Executive Summary
This report is divided into two parts. 
The first part focuses on Portal Fabrication plc, where there are two departments, sales and service. Based on the financial data provided by the company, it is possible to analyze the financial situation of the company and critically analyze the new financial standards proposed by the company.For the two transfer pricing approaches between the two departments, it is necessary to calculate the market price and cost plus and choose a more appropriate conversion price. In addition, the company has introduced the new executive information system, this report will evaluate the potential impacts.
The second part focuses on Troyland Footwear Limited. Firstly, we evaluates the growth crisis that the company will face in the future based on background information, cost and sales analysis, sales composition and market share
Based on the balance sheet cash flow statement given in appendix, the Quantitative and qualitative performance of the company is reasonably evaluated in this report. In the last, we talk about what is business process reengineering and why does troyland need business process reengineering.
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Introduction  

Portal Fabrication plc is a company that specializes in the manufacturing of car buffing machines for use in mechanic warehouses and workshops. The company has built a strong reputation for producing high-quality machines with a three-year warranty, which covers the cost of any repairs or replacement parts needed during this period. 
The service division has two types of repairs: warranty repairs and out-of-warranty repairs. Parts are charged to the service division by the M/S division at a cost of £85 per repair, and a repair takes an average of four hours to complete. The company is considering changing the internal recharge agreement between the M/S and service divisions and is evaluating two transfer pricing approaches: market price and cost-plus. The board is also considering implementing a new executive information system that will integrate the company's database and provide real-time input and update capabilities.
Troyland is a small, privately owned retailer specializing in women's footwear, handbags, purses, and wallets. Over the past few years, the company has experienced significant growth, but has also faced a number of challenges, including increased competition and a shift towards online shopping. As a result, the company has implemented a number of management control systems and strategic performance management initiatives to help it adapt to the changing marketplace.
In terms of financial performance, Troyland has seen a decline in profitability, with a decrease in turnover and an operating loss projected for the current year. However, the company has maintained strong liquidity, efficiency, and solvency ratios, and has a healthy net profit margin. On the qualitative side, Troyland has received positive customer feedback and has invested in employee training and development, but has struggled with internal communication and process inefficiencies.
To address some of these issues, Troyland is considering implementing business process reengineering, which involves analyzing and redesigning key business processes to improve efficiency and effectiveness. This could help the company streamline its operations and reduce costs, ultimately improving its bottom line.



Main Findings
Task 1 – Portal Fabrication PLC
Evaluation of divisional performance at the company
According to the passage, the Portal company usually use return on investment as its main relative measure of performance between the  divisions of manufacturing/sales (i.e. M/S) and service.From the data collected by a colleague, we can evaluate the divisional performance at Portal using the ROI.
The ROI for the manufacturing/sales (M/S) division can be calculated as follows:
ROI = Operating profit / Capital employed = £386m / £1,294m = 29.8%
The ROI for the service division can be calculated as follows:
ROI = Operating profit / Capital employed  = £6m / £38m= 16%
However,  The board worry that the divisional managers’performance is not being properly assessed by the divisional performance measure used. So the method of residual Income and economic value added (EVATM) have been suggested to measure the divisional performance. 
The RI for the M/S division can be calculated as follows:
RI = Operating profit - (Capital employed x Notional cost of capital) = £386m - (£1,294m x 9%) = £265m
The RI for the service division can be calculated as follows:
RI = Operating profit  - (Capital employed x Notional cost of capital) = £6m - (£38m x 9%) = £2.58

The EVATM measure fot M/S can be calculated as follows:
Calculate the net operating profit after tax:
Net operating profit after tax = Operating profit x (1 - Tax rate)= £386m x (1 - 0.30)
= £270.2m
Calculate the total cost of capital:
Total cost of capital = (Capital employed x Notional cost of capital) + (Current cost of debt x Debt)
where debt = Operating costs - Depreciation - Other non-cash expenses
debt = £494m - £88m - £4m= £402m
Total cost of capital = (£1294m x 9%) + (5.5% x £402m)= £116.46m + £22.11m= £138.57m
Calculate the EVATM:
EVATM = Net operating profit after tax - Total cost of capital= £270.2m - £138.57m= £131.63m
Therefore, the EVATM for the M/S division is £131.63m.

The EVATM measure for services can be calculated as follows:
Calculate the net operating profit after tax:
Net operating profit after tax= Operating profit x (1 - Tax rate)= £6.0m x (1 - 0.30)= £4.2m
Calculate the total cost of capital:
Total cost of capital = (Capital employed x Notional cost of capital) + (Current cost of debt x Debt)
where debt = Operating costs - Depreciation - Other non-cash expenses
debt = £11m - £2.7m - £0.3m= £8m
Total cost of capital = (£38.0m x 9%) + (5.5% x £8.0m)= £3.42m + £0.44m= £3.86m
Calculate the EVATM:
EVATM = NOPAT - Total cost of capital= £4.2m - £3.86m= £0.34m
Therefore,The EVATM measure shows that the M/S division is generating a return above the cost of capital,and the EVATM for service sector is £0.34m. This indicates that the company has generated economic value of £0.34m over and above the cost of capital for the year.From the above calculations, we can see that the M/S division has a much higher ROI of 29.8% , higher RI of 265m, higher EVATM of £131.63m compared to the service division. , whereas the service division is much lower.
Discussion about the proposed measures 
Regarding the suggested metrics for measuring divisional performance, residual income (RI) and economic value added (EVATM) are appropriate metrics to take into account since they account for the cost of capital, a crucial element in evaluating success. It is crucial to stress that risk, a crucial factor in evaluating performance, is not taken into account by these measurements. Other non-financial metrics like customer happiness, employee contentment, and product quality may also be important to take into account since they might affect long-term performance. The following are these two measures' benefits and drawbacks:
Advantages of RI:
Encourages managers to focus on long-term profitability rather than short-term gains.
Allows for performance comparisons across divisions and companies, even if they have different levels of investment.(Plenborg, 2002)
Provides an easy-to-understand measure of performance that is less sensitive to accounting choices than traditional accounting measures. 

Disadvantages of RI:
It might be affected by factors outside the control of the divisional manager, such as macroeconomic conditions or corporate-level decisions. Besides ,it can be  manipulated by managers through aggressive accounting practices or by underinvesting in the division to boost short-term RI.(Balachandran&Mohanram, 2012)

Advantages of EVATM:
Similar to RI, encourages long-term profitability.
This measues adjust for the cost of capital, which is especially important when comparing divisions or companies with different levels of investment. And it provides a clear measure of value creation that can be compared across companies and industries.(Sharma &Kumar, 2010)

Disadvantages of EVATM:
It might be affected by macroeconomic factors that are outside the control of the divisional manager. On the other hand, EVATM method can be manipulated by managers through accounting practices or by under investing in the division to boost short-term EVA (Worthington &West, 2001)
Moreover, this measure equires more data and calculations than RI, which can be a disadvantage for companies that do not have sophisticated accounting systems.(Chen& Dodd ,2001.)
the criteria for designing a transfer pricing system

Objectivity: The transfer pricing method should be based on objective criteria, such as market prices or actual costs, to avoid any bias or manipulation.
Simplicity: The transfer pricing method should be easy to understand and apply, so that it can be consistently and efficiently used by both divisions.
Consistency: The transfer pricing method should be consistent over time and across similar transactions, to ensure fairness and avoid disputes.
Compatibility with corporate goals: The transfer pricing method should align with the overall goals of the company, such as maximizing profits or promoting collaboration between divisions.

Compliance with tax regulations: The transfer pricing system should comply with applicable tax laws and regulations, to avoid any legal or financial penalties.
4. Transfer Price Between The Service and M/S Divisions
In the case of Portal, the two transfer pricing methods that have been discussed are market price and cost plus.
To calculate the transfer price, we can use either the market price or cost plus approach.
Market Price Approach:
This method bases the transfer price on the going rate for comparable goods or services in a free market. In this instance, the neighborhood engineering company has provided a flat rate of £200 for each warranty service repair under the condition that it receives a contract from Portal for all of the warranty repairs.
Therefore, the transfer price for warranty repairs would be £200 per repair. If the service division were to outsource the warranty service work to the local engineering firm, it could earn this price per repair.If the service division were to charge the M/S division this price, it would be consistent with the objectivity and simplicity criteria for designing a transfer pricing system.
Cost Plus Approach:
According to this method, the transfer price is determined by adding a markup to account for the profit margin to the cost of manufacturing the products or services. In this situation, we may determine the price of warranty repairs as follows:
8% of 550,000 units require repairs within the three-year warranty = 44,000 units
Cost of parts per repair = £85
Labour cost per repair = 4 hours x £18 per hour = £72
Variable overhead cost per repair = 4 hours x £12 per hour = £48
Total cost per repair = £85 + £72 + £48 = £205
Assuming a desired profit margin of 20%, the markup on cost would be 20% of £205 = £41. Therefore, the transfer price for warranty repairs under the cost plus approach would be £246 (£205 + £41).
 This method aligns with the compatibility with corporate goals and compliance with tax regulations criteria, as it ensures that both divisions are earning a fair profit and complying with tax regulations.
The board can consider both approaches and choose the one that aligns with the company’s objectives and provides the best outcome for the M/S and service divisions.However, both methods have some limitations. The market price method may not be feasible if there is no external market or the external market is not reliable. The cost plus method may not reflect the true value of the service provided and may not incentivize efficiency or cost control. Therefore, a combination of both methods, or another method that considers multiple factors, may be needed to design a comprehensive and effective transfer pricing system.
5. The Potential Impact Of The New Executive Information System
The company's five locations would all be able to access the new information system, which would be an integrated unified database.There are several ways in which the introduction of Portal's new executive information system could have a significant impact on performance management.Better decision-making: The new system would give executives access to real-time information, enabling them to decide more quickly and with greater knowledge. This would be especially helpful when having to make quick judgments in response to shifting market conditions.
Enhanced performance monitoring: With the new system's comprehensive management information system, executives will be able to keep a close eye on each division's performance and pinpoint opportunities for development. This might result in improved performance management and increased business performance in general.
Increased transparency: The company's five locations would all have access to the same database, ensuring that management could see all pertinent information. This would increase transparency throughout the organization and help to guarantee that all divisions are in line with the corporate objectives.
Collaboration would be enhanced by the new system, which would facilitate cross-divisional cooperation and lessen the possibility of organizational silos. This would make it easier to make sure that every division is pursuing the same goals.
Overall, the implementation of the new executive information system may be beneficial for Portal's performance management, resulting in greater collaboration, decision-making, and performance monitoring. However, the effectiveness of the new system's deployment and the employees' readiness to adopt the new technology will determine its success. In order to make sure that the new system offers a satisfactory return on investment, it would also be necessary to carefully analyze the cost of implementation.


Task 2 – Troy Brands

6.The Analysis On The Management
According to the cost study, the ban on buying raw materials from Uzbekistan has had a detrimental effect on Troyland Footwear Limited. Due to the low cost of labor and raw materials before the prohibition, the company was able to achieve an average gross profit ratio of 80%. The company has had to obtain raw materials from other sources as a result of the restriction, which has significantly decreased its revenues.
 As for sales analysis,  Troyland Footwear Limited have a relatively successful move in 2018 , generating 10% of total sales in 2019 and projected to increase to 20% by 2022. Most of the customers are based in London and visit the store, but there is also a significant customer base in continental Europe, particularly in Germany, Netherlands and France. The negative impact of Brexit and the Covid-19 pandemic on the number of orders is a cause for concern. The depreciation of the pound sterling against the euro currency is also negatively affecting reported annual sales. 
Based on the breakdown of working capital for Troyland Limited from 2018 to 2021, it is evident that the company has faced some challenges in effectively managing its working capital. In 2018, the company had a working capital of £145,000, which increased to £195,000 in 2019. This growth in working capital could be due to increased sales and profitability during this period. However, in 2020, the working capital decreased to £205,000, and it is projected to decrease further to £45,000 in 2021. This indicates that the company is facing a significant challenge in managing its working capital.
Management control systems refer to the various tools, techniques, and procedures used by organizations to ensure that management is able to coordinate and control the organization's activities effectively. While Troyland has some measures of financial performance, there is a lack of performance measures for other aspects of the business, such as customer satisfaction, employee retention, and job completion time. This makes it difficult to determine whether the company is achieving its strategic objectives in these areas. Moreover,Troyland has some non-financial information, such as customer satisfaction surveys and employee retention rates, there is room to expand the use of this type of information in management decision-making.(Langfield-Smith, 1997.)
Strategic cost management refers to the process of identifying, analyzing, and controlling costs to achieve organizational goals and gain a competitive advantage. Based on the information provided, Troyland Limited has been experiencing a decline in sales, particularly in the London market, and a corresponding decline in profitability. The company's cost of sales has decreased in line with the decrease in revenue, but the operating expenses have remained constant, leading to a decline in profitability.(Shank, et al,1993.)
Strategic performance management is the kind of a process of establishing goals, measuring performance, and taking corrective actions to achieve strategic objectives. Troyland  has set ambitious growth targets, but it has failed to achieve them.There is a lack of clarity in the roles and responsibilities of employees, which has resulted in overlapping responsibilities and gaps in performance.Additionally, the company has not adequately measured its performance against its strategic objectives. For example, the company has not set up key performance indicators (KPIs) to measure its progress in penetrating new markets such as Wales, the rest of England, and the rest of Europe. Instead, it has relied on anecdotal evidence such as the number of website hits and customer satisfaction surveys, which may not accurately reflect the performance of the company.(Kloot, &Martin, 2000.)

7.The Growth Crisis Faced By Troyland
Decline in Sales: The sales for Troyland have been declining since 2019. While the decline in sales for 2020 could be attributed to the COVID-19 pandemic, the projected sales for 2021 are also significantly lower. This suggests that the decline is not just a temporary blip and could be due to other factors such as increased competition or changing consumer preferences.
London Market Share: Troyland's market share in London is declining rapidly. This is concerning since London is a key market for the company, accounting for a significant portion of its sales. If this trend continues, it could have a significant impact on the company's overall sales and profitability.
Lack of Diversification: Troyland's sales are heavily concentrated in Europe, with the rest of the world accounting for a very small portion of sales. This lack of diversification makes the company vulnerable to economic and political changes in Europe, which could adversely impact its sales.
Profitability: Troyland's profitability has been declining steadily since 2019. While the decline in profitability in 2020 could be attributed to the pandemic, the projected profitability for 2021 is also negative. This suggests that the company's current business model is not sustainable and needs to be re-evaluated.
Employee Retention: While employee retention has improved over the years, it is still relatively low at 89%. This could be indicative of underlying issues such as poor working conditions or low employee morale, which could impact the company's ability to attract and retain talent in the future.
Overall, Troyland is facing a number of growth crises that need to be addressed in order to ensure the company's long-term success. These issues range from declining sales and profitability to lack of diversification and employee retention, and require a comprehensive strategy that addresses all of these challenges. (Yue el at, 2011). 



8.The Financial Performance 
8.1 Quantitative Performance
Based on the financial information provided in Appendix 3, we can perform some calculations to evaluate the quantitative performance of Troyland :
8.1.1 Profitability Ratios:
Gross Profit Margin:
Gross Profit Margin = (Gross Profit / Turnover) x 100%
2018: (700 / 1,400) x 100% = 50%
2019: (820 / 1,750) x 100% = 47%
2020: (600 / 1,455) x 100% = 41%
2021: (320 / 600) x 100% = 53%
The percentage of revenue that is left over after subtracting the cost of products sold is known as the gross profit margin. In general, a bigger gross profit margin is preferred because it shows that the business is making more money from each sale. In 2018 and 2019, Troyland had a healthy gross profit margin of 50% and 47%, respectively. However, the ratio fell in 2020 and is expected to fall much more in 2021, which may point to future problems with cost management. (Kangari,el at 1992.)
Operating Profit Margin:
Operating Profit Margin = (Operating Profit / Turnover) x 100%
2018: (300 / 1,400) x 100% = 21%
2019: (372 / 1,750) x 100% = 21%
2020: (105 / 1,455) x 100% = 7%
2021: (-175 / 600) x 100% = -29%

Operating Profit Margin is a measure of a company's profitability, specifically the amount of profit it generates from its operations after deducting operating expenses. In 2018, Troyland had an operating profit margin of 21.4%, which remain steady in 2019. However, in 2020, it decreased significantly to 7%, indicating a drop in profitability. In 2021, it is projected to decrease further to -29%, which is a cause for concern.( Almazari, 2012)
Net Profit Margin:
Net Profit Margin = Net Profit / Total Revenue
For 2018: 243,000 / 1,400,000 = 17.4%
For 2019: 301,000 / 1,750,000 = 17.2%
For 2020: 86,000 / 1,455,000 = 5.91%
For 2021: (-160,000) / 600,000 = -26.67%
Net Profit Margin: This measures how much net profit the company earns for every £1 of revenue. Troyland's net profit margin has been volatile, dropping from 17.4% in 2018 to 17.2% in 2019, before rebounding to 5.9% in 2020. This indicates that the company has been struggling to maintain profitability.
Return on Equity (ROE):
ROE = (Net Income / Shareholders' Equity) x 100%
2018: (243 / 845) x 100% = 29%
2019: (301 / 975) x 100% = 31%
2020: (86 / 985) x 100% = 9%
2021: (-160 / 825) x 100% = -19%
Return on Equity (ROE) measures how much profit a company generates for each pound of shareholders' equity. In 2018, Troyland had an ROE of 29%, which increased to 31% in 2019. However, in 2020, it decreased to 9%, indicating a drop in profitability relative to the shareholders' investment. In 2021, it is projected to be negative at -19%, which suggests a loss on the shareholders' investment.( Omar, el at,2014)
8.1.2 Liquitidy ratios
Current Ratio:
Current Ratio = Current Assets / Current Liabilities
2018: 328 / 183 = 1.79
2019: 392 / 197 = 1.99
2020: 377 / 172 = 2.19
2021: 282 / 237 = 1.19
The current ratio measures the company's ability to pay off its current liabilities with current assets. A current ratio of 1.5 or higher is considered good. In 2018 and 2019, Troyland had a current ratio of 1.79 and 1.99 respectively, indicating good liquidity. However, the ratio decreased in 2020 and projected to decrease further in 2021, which may indicate potential liquidity problems.
8.1.3 Activity ratios
Inventory Turnover:
Inventory Turnover = Cost of Sales / Average Inventory
Average Inventory = (Beginning Inventory + Ending Inventory) / 2
2018: 700 / ((40 + 60) / 2) = 14.00 times
2019: 930 / ((60 + 90) / 2) = 12.33 times
2020: 855 / ((90 + 70) / 2) = 12.21 times
2021: 280 / ((70 + 30) / 2) = 4.67 times
The inventory turnover ratio measures how efficiently a company is managing its inventory by showing the number of times inventory is sold and replaced during a period. A higher inventory turnover ratio is generally considered better, as it implies that the company is selling its inventory quickly. Troyland had an inventory turnover of 14 in 2018 and 12 in 2019, which indicates that it sold its inventory twice and almost twice, respectively, during those years. However, the ratio decreased in 2020 and is projected to decrease further in 2021, which could indicate potential issues with inventory management.( Wang, X. 2023)
Accounts Receivable Turnover:
Accounts Receivable Turnover = Total Revenue / Average Accounts Receivable
2018: 1,400,000 / [(700,000 + 0) / 2] = 2 times
2019: 1,750,000 / [(930,000 + 0) / 2] = 3.7634 times
2020: 1,455,000 / [(855,000 + 0) / 2] = 3.4006 times
2021: 600,000 / [(280,000 + 0) / 2] = 4.2857 times
Accounts Receivable Turnover: This measures how many times the company collects its accounts receivable over a given period. Troyland's accounts receivable turnover has been increasing over the years, from 4.7 in 2018 to 5.3 in 2020, indicating that the company is collecting its receivables faster.( Huang, 2020)
8.1.4 Solvency Ratio
Interest Coverage Ratio:
Interest Coverage Ratio = Earnings Before Interest and Taxes (EBIT) / Interest Expense

For 2018: 300,000 / 57,000 = 5.2632 times
For 2019: 372,000 / 71,000 = 5.2394 times
For 2020: 105,000 / 19,000 = 5.5263 times
For 2021: (-175,000) / 15,000 = -11.6667 times 
 Negative result indicates insufficient earnings to cover interest expense
Interest Coverage Ratio measures the company's ability to pay its interest expense using its operating income. Troyland's interest coverage ratio has been declining over the years, indicating that the company may struggle to pay its interest expense.
Overall, Troyland's financial performance has been declining in recent years, with decreasing profitability and liquidity, and mixed efficiency and solvency performance. The company may need to re-evaluate its cost structure, sales strategy, and working capital management to improve its financial health.( Lu, H. 2019).
)
8.2  qualitative performance
 Qualitative performance evaluation of Troyland involves assessing the company's non-financial aspects. Below are some key qualitative factors that can impact Troyland's performance:
Brand image: Troyland's brand image is critical to the company's success. A strong brand image can help the company differentiate itself from competitors and build a loyal customer base. The company needs to focus on maintaining and enhancing its brand image through effective branding and marketing efforts.
Customer satisfaction: Customer satisfaction is an essential factor for any business, and Troyland is no exception. The company needs to ensure that its products and services meet or exceed customer expectations, leading to high customer satisfaction levels. This can be achieved by offering quality products and services, providing excellent customer service, and listening to customer feedback.( Lu, Y. 2015)
Innovation: Innovation is crucial in the fashion industry, where trends and customer preferences change rapidly. Troyland needs to continuously innovate to keep up with changing trends and stay ahead of the competition. This can be achieved by investing in research and development and collaborating with fashion designers to create unique products.
Employee engagement: Troyland's employees are critical to the company's success. The company needs to ensure that employees are motivated and engaged, which can lead to increased productivity and job satisfaction. Employee engagement can be achieved by offering competitive compensation packages, providing training and development opportunities, and creating a positive work environment. Troyland seems to be investing in employee training and development, with an increase in the number of CPDs attended by employees in 2020. The employee retention rate has also increased, which suggests that the company is succeeding in retaining its employees.
Market Share:the company's market share in the London market has decreased significantly in 2021, which may indicate that the company is losing its competitive edge in this market. The company's non-existent market share in the retail fashion segment of the London market is also a concern.
Social responsibility: Consumers are increasingly conscious of social and environmental issues. Troyland needs to be socially responsible by adopting sustainable practices and supporting social causes. This can help the company build a positive reputation and attract customers who prioritize ethical and sustainable practices.
Overall, the qualitative performance of Troyland is essential for its long-term success. The company needs to focus on maintaining a strong brand image, ensuring high customer satisfaction levels, innovating to keep up with changing trends, engaging employees, and being socially responsible.
9.The need for business process reengineering 	
Business Process Reengineering (BPR) is a methodology for redesigning business processes to improve organizational performance. It involves the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in critical measures of performance, such as cost, quality, service, and speed. BPR typically involves analyzing and rethinking the company's business processes from the ground up, rather than simply making incremental improvements to existing processes. The goal of BPR is to transform the organization to be more efficient, effective, and responsive to customer needs, by eliminating non-value-added activities, simplifying processes, and leveraging technology.
 Troyland may need business process reengineering due to the growth crisis it is currently facing. The company's sales have been declining, and it is facing increased competition and changing customer preferences.
Business process reengineering can help Troyland improve its operational efficiency, reduce costs, and increase profitability. By analyzing and redesigning its business processes, Troyland can eliminate redundancies, streamline workflows, and improve communication and collaboration among its departments. This can help the company to better respond to changes in the market, meet customer demands, and remain competitive.
One area that Troyland can focus on with BPR is its supply chain management. Currently, Troyland has a long lead time for its products, which is causing it to miss out on opportunities to capitalize on trends and customer demand. By reengineering its supply chain, Troyland can reduce lead times and improve its ability to respond to changes in the market.
Another area that Troyland can focus on is its product development process. Currently, Troyland is focused on developing products that it thinks will sell, rather than listening to the needs and wants of its customers. By reengineering its product development process, Troyland can become more customer-centric and develop products that better meet the needs of its customers.
BPR can also help Troyland to improve its marketing and sales processes. Currently, Troyland is struggling to reach its target market and generate sales. By reengineering its marketing and sales processes, Troyland can improve its targeting, messaging, and sales techniques, which can help it to better reach its target market and increase sales.
Overall, BPR can help Troyland to become more efficient, customer-centric, and profitable. By reengineering its business processes, Troyland can improve its ability to respond to changes in the market, reduce costs, and provide a better customer experience.
Additionally, reengineering its business processes can help Troyland to leverage new technologies, improve data analysis and decision-making, and enhance customer service. By transforming its operations and adopting new best practices, the company can position itself for growth and success in the long term.
Conclusion (average of 10% of word count)

Portal Fabrication is performing well overall, with strong sales revenue and operating profit. However, there are some areas where the company may be able to improve its performance and increase shareholder wealth.The introduction of a new executive information system has the potential to improve performance management within the company, allowing for more effective decision-making and better coordination between the manufacturing/sales and service divisions.The use of Residual Income and Economic Value Added (EVA) as measures of divisional performance may also help to better assess the performance of each division and ensure that divisional managers are being properly evaluated.
Based on the analysis of Troyland's financial and qualitative performance, it can be concluded that the company is facing significant challenges in terms of growth and profitability. The declining trend in sales and market share, coupled with decreasing profitability ratios, highlights the need for the company to re-evaluate its strategic direction and take necessary steps to improve its financial performance.Troyland needs to re-evaluate its strategic direction, improve its financial performance, and implement effective management control and performance management systems to overcome the challenges it faces and ensure long-term success.
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[bookmark: _Toc134611698]Appendix
ROI = Operating profit / Capital employed 
RI = Operating profit - (Capital employed x Notional cost of capital) 
EVATM = Net operating profit after tax - Total cost of capital
Gross Profit Margin = (Gross Profit / Turnover) x 100%
Operating Profit Margin = (Operating Profit / Turnover) x 100%
Net Profit Margin = Net Profit / Total Revenue
ROE = (Net Income / Shareholders' Equity) x 100%
Current Ratio = Current Assets / Current Liabilities
Inventory Turnover = Cost of Sales / Average Inventory
Accounts Receivable Turnover = Total Revenue / Average Accounts Receivable
Interest Coverage Ratio = Earnings Before Interest and Taxes (EBIT) / Interest Expense
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