¢/ coperitas

Empowering people

Benchmark report example
Services

& Goods



Table of Contents

Abbreviations 3
1 Introduction, scope and limitations 4
2 Search and selection process 5
2.1 The search process 6
2.2 Determination of profit level indicator 7
2.2.1 Explanation of possible PLIs 7
2.2.2 Selection of the most appropriate PLI 10
3 Summary of search results and conclusion 1

Appendix: Selection matrix (manual review) 12



Abbreviations

Abbreviation

Description

COGS Cost of Goods Sold
EBIT Earnings before Interest and Tax
NACE Nomenclature Générale des Activités Economiques: official European statistical
classification of economic activities
NCPM Net Cost Plus Margin
NOPM Net Operating Profit Margin
OECD Organization for Economic Cooperation and Development
OECD (2022), OECD Transfer Pricing Guidelines for Multinational Enterprises and
OECD Tax Administrations 2022, OECD Publishing, Paris.
Guidelines
https://doi.org/10.1787/0e655865-en.
PLI Profit Level Indicator
ROA Return on Assets
ROCE Return on Capital Employed
TNMM Transactional Net Margin Method




1 Introduction, scope and limitations

We have been engaged by Bike B.V. and its subsidiaries to perform a transfer pricing benchmark study
report (also known as economic analysis or comparables search) to document the intercompany
transaction(s) under review.

The purpose of this report is to determine the arm’s length range of margins to be applied for the
intercompany transactions undertaken by the group. This report has been prepared in accordance with
the internationally recognized arm’s length principle, as outlined in the 2022 Organization for Economic
Co-operation and Development (“OECD”) Transfer Pricing Guidelines for Multinational Enterprises and
Tax Administrations (“OECD Guidelines”). We assume no responsibility for transfer pricing
consequences, or any other consequences, to any other person.

We have asked the group to review the report and confirm that there are no material misunderstandings
or misrepresentations of the facts gathered during its preparation. We have not independently audited
or otherwise verified any of the facts, assumptions, or representations contained in this report.

Our work has been undertaken based on the arm’s length principle and the transfer pricing methods
outlined in the OECD Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations,
2022. Our analysis has been limited to transfer pricing matters only. We have not considered any
corporate tax, indirect tax, or foreign tax issues. In rendering our advice, we have relied upon the
accuracy and completeness of the facts, assumptions, and representations contained in verbal
communications with, and documents provided by the group. The advice represents our conclusions
only and should not be taken as an assurance of the ultimate tax treatment. The advice is not binding
on any tax authority and there can be no comfort that the tax authorities would not take contrary positions
to such advice and would not be successful in sustaining such contrary positions. Please note that this
report does not constitute full transfer pricing documentation for tax authority purposes.

The present report is based on the facts as presented and on information provided by an independent
specialized database, and it is based on similar searches. The database’s information used when
performing the current analysis has not been independently audited, but information consistency checks
have been applied, so the conclusion is reasonable, defensible, and objectively supportable.
Unfortunately, there can be no guarantee that the tax authorities will agree with the objective conclusion
of this report.



2 Search and selection process

This benchmark study (or comparability analysis) has been performed in line with the “Comparability
analysis” as outlined in the OECD Guidelines Chapter Ill, paragraph 3.4. An excerpt from this document

is provided below:

Excerpt from paragraph 3.4 of the OECD Transfer Pricing Guidelines Chapter Ill “Comparability

analysis”, published 20 January 2022.

Below is a description of a typical process that can be followed when performing a comparability
analysis. This process is considered an accepted good practice but it is not a compulsory one, and any
other search process leading to the identification of reliable comparables may be acceptable, as
reliability of the outcome is more important than process (i.e. going through the process does not provide
any guarantee that the outcome will be arm’s length, and not going through the process does not imply

that the outcome will not be arm’s length).

# Description of the steps
Step 1 |Determination of years to be covered.
Step 2 |Broad-based analysis of the taxpayer’s circumstances.
Understanding the controlled transaction(s) under examination, based in particular on a
functional analysis, in order to choose the tested party (where needed), the most
Step 3 |appropriate transfer pricing method to the circumstances of the case, the financial indicator
that will be tested (in the case of a transactional profit method), and to identify the
significant comparability factors that should be taken into account.
Step 4 |Review of existing internal comparables, if any.
Determination of available sources of information on external comparables where such
Step 5 L . . o
external comparables are needed, taking into account their relative reliability.
Selection of the most appropriate transfer pricing method and, depending on the method,
Step 6 |determination of the relevant financial indicator (e.g., determination of the relevant net
profit indicator in case of a transactional net margin method).
Identification of potential comparables: determining the key characteristics to be met by
Step 7 12 uncontrolled transaction in order to be regarded as potentially comparable, based on
P the relevant factors identified in Step 3 and in accordance with the comparability factors
set forth at Section D.1 of Chapter I.
Step 8 |Determination of and making comparability adjustments where appropriate.
Step 9 |Interpretation and use of data collected, determination of the arm’s length remuneration.

This benchmark study is based on the so-called Transactional Net Margin Method (“TNMM”). In the
absence of any reliable comparable uncontrolled price this Transfer Pricing method is considered to be

the most appropriate method for testing the intercompany pricing of the activities under review.




The study consisted of: (i) the electronic identification of a sample of companies with functions that would
be potentially comparable to the functions performed by the tested party and (ii) validation of the
potentially comparable companies identified through additional research.

2.1 The search process
Database screening

The following section provides an overview of the search process performed in the database.

Topic Description
Database used Moody's (Bureau van Dijk) Orbis database
Database version Version 190 of December 2025

To identify comparable companies, a search strategy is set up using the specified database. This search
strategy includes several steps to increase comparability and to identify independent companies of
which sufficient financial data is available to perform our analysis. One of the key steps in this process
is to select the industry codes (so-called NACE codes) that are most likely to yield companies
undertaking similar activities to the activities under review. For this benchmark, the following search
strategy was applied:

Search Strategy

1. All companies in the scope of analysis 38.529.827|
;ﬁﬂiﬂ region/Country/Region in Address of incorporation only: Western Europe 17.190.166
gn‘f“l’f)\.CE Rev. 2 (Primary codes 4652 - Wholesale of electronic and telecommunications equipment and parts 119.528)
4 Status: Active companies 30621 620
5. Consolidation code: U1 (unconsolidated accounts with no consolidated companion) 35.616.394
6. BvD Independence indicator: A+ A A- B+ B B- U 15.621.298)
N N N of one of the following types: Corporate companies, Banks and Financial companies, Insurance companies, Private Equity firms, Hedge

7. Shareholders with subsidiaries b

v funds, Venture capital, Mutual & Pension Funds/Nominees/Trusts/Trustees, Foundations/Research Institutes, Marine Vessels, owned 2.290 996

fil
profie between 25.01% and 100% or with an unknown %

of one of the following types: Banks and Financial companies, Insurance companies, Corporate companies, Private Equity firms, Hedge
8. Subsidiaries with shareholders by |funds, Venture capital, Mutual & Pension Funds/Nominees/Trusts/Trustees, Foundations/Research Institutes, Public authorities, States,

profile Governments, One or more named individuals or families, Employees/Managers/Directors, Public (publicly listed companies), owning 20.248.544
together between 25.01% and 100%
9. Operating revenue (Turnover) (m |min=1, 2023, 2022, 2021, for at least 2 of the 3 selected periods, exclusion of companies with no recent financial data and Public 2.810.032
EUR): authorities/States/Governments
10. Operating profit (loss) [EBIT] (m |min=0, 2023, 2022, 2021, for all the selected periods, exclusion of companies with no recent financial data and Public 5.514.19g|
EUR) authorities/States/Governments
11. All companies with a website address 12.883.740]
12. All companies with overview information 2.170.587|

Must have ™LED" or "display" or "visual solution™ (in Brand names, Description and history, Size estimate, Full overview, History, Main
activity, Main distribution site, Main domestic country, Main foreign countries or regions, Main production site, Main sales representation
13. Activity text search: sites, Membership of network, NACE 2, NAICS 2017, Primary business line, Primary national activity, Product and services, Secondary 196.064,
activity, Secondary business line, Secondary national activity, US SIC, Strategic alliances, Strategy organization and policy, Trade
description)

min=10, max=100, 2023, 2022, 2021, for all the selecied periods, exclusion of companies with no recent financial data and Public
authorities/States/Governments

Boolean search: 1and 2 and (3 or 13) and 4 and 5 and 6 and not 7 and not 8 and 9 and 10 and (11 or 12) and 14 258|

14. Number of employees: 1.581.109

Details of all companies in this dataset are attached as appendix to this report.



Manual search criteria

The search criteria resulted in the identification of potentially comparable companies. Data of these
companies was downloaded, including the necessary financial information, for further (manual) review.
For further review, a detailed business description was compiled resulting from an analysis of each of
the companies identified in the database search. This enables us to make a qualitative selection of the
most comparable companies from the initial database search. Additional filters were applied which
resulted in the following acceptance and rejection totals:

Accept / Reject Reason Count
Accepted 8
Insufficient information / business description 20
Mon-Comparable Function 98
Mon-Comparable Product / Service Type 102
Incosistent Financial Data 12
Other rejection reason 18
Total 258

Details per company are attached as appendix to this report.
2.2 Determination of profit level indicator

The selection of financial ratios as PLIs is determined by the availability of reliable data and the particular
facts of the transaction under review. In general, the measures of profitability typically considered in
transfer pricing analyses can be divided into two distinct categories:

e Ratios that measure “profit margins” which represent the ratios of two income or expense
flows (e.g. operating profits as a percentage of sales); and

¢ Rates of return which represent the ratios of an income flow relative to the value of the capital
stock which generated that flow (e.g. return on assets or return on equity).

Whilst, in theory, neither profit margins nor rates of return based on accounting data provide a measure

of a firm’s “true” profitability, certain indicators provide better approximations than others, depending on
the facts and circumstances of the particular case under review.

2.2.1 Explanation of possible PLIs

According to paragraph 2.93 of the OECD Guidelines, the denominator should be focused on the
relevant indicator(s) of the value of the functions performed by the tested party in the transaction under
review, taking account of its assets used and risks assumed. Typically, and subject to a review of the
facts and circumstances of the case, turnover may be an appropriate base for sales activities, full costs
or operating expenses may be an appropriate base for a service or manufacturing activity, and operating
assets may be an appropriate base for capital-intensive activities such as certain manufacturing
activities or utilities. Other bases can also be appropriate depending on the circumstances of the case.



In addition, paragraph 2.98 of the OECD Guidelines stipulates that cost-based indicators should only be
used in those cases where costs are a relevant indicator of the value of the functions performed, assets
used and risks assumed by the tested party.

A description of each of the main potential PLIs is provided below.
Net Operating Profit Margin (“NOPM”)
Definition: [Net operating profit / revenue] x 100%

Description: The NOPM is often used when an entity sells products for a related party (purchase from
related parties and re-sale to independent parties). This PLI is calculated by dividing the net profit or
earnings before interest, tax and non-operating items (EBIT) by revenue. The NOPM is relatively
objective and consistent among accounting systems, plus it is a frequently used and easily understood
measure and can be calculated from publicly available data. Further, operating margins can be
compared without the distorting effect of whether the business is funded by debt or equity, since the
impact of interest income and interest expense is excluded from the analysis. The NOPM is often used
as an appropriate PLI for the application of the TNMM and is particularly relevant in the case of sales
businesses.

Net Cost Plus Margin (“NCPM”)
Definition: [Net operating profit / (revenue - net operating profit)] x 100%

Description: The NCPM otherwise known as the ratio of net operating profit to total costs, is typically
applied in cases involving service providers or manufacturing companies where the manufacturing
process is more labor-intensive as opposed to capital-intensive.

The NCPM is derived from the net operating profit and is calculated by dividing the net operating profit
or earnings before tax, interest and non-operating items (EBIT) by total costs (being the difference
between total revenue and the net operating profit). The net operating profit is relatively objective and
consistently calculated among accounting systems, plus it is a frequently used and easily understood
measure and can be calculated from publicly available data. Further, the net operating profit can be
compared without the distorting effect of whether the business is funded by debt or equity. Therefore, it
is a reliable basis upon which the NCPM can be calculated.

Return on capital employed (“ROCE”)
Definition: [Net operating profit / (total assets - total current liabilities)] x 100%

Description: Return on assets (or capital) measures the success a company has in using its assets to
earn a profit. A rule of thumb is to compare it with the rate of interest which could be earned if all the
assets were converted into cash and placed on deposit. The levels of ROCE will vary between industries:
some industries require significant assets to generate profit (i.e. mining), while others probably do not
need to acquire many assets. The key issue that arises is how to value the assets, e.g., at book value,
market value or some other methodology (as mentioned in paragraph 2.104 of the OECD Guidelines).



In cases involving manufacturing companies where the manufacturing process is more capital-intensive
as opposed to labour-intensive, it is common to use the ROCE as the most appropriate PLI. Paragraph
2.103 of the OECD Guidelines states that the ROCE can be an appropriate base “in cases where assets
(rather than costs or sales) are a better indicator of the value added by the tested party, e.g., in certain
manufacturing or other asset-intensive activities and in capital-intensive financial activities. Where the
indicator is a net profit weighted to assets, operating assets only should be used. Operating assets
include tangible operating fixed assets, including land and buildings, plant and equipment, operating
intangible assets used in the business, such as patents and know-how, and working capital assets such
as inventory and trade receivables (less trade payables). Investments and cash balances are generally
not operating assets outside the financial industry sector.”

The ROCE is a financial indicator of the returns that a company is realizing from its capital, and therefore
represents the efficiency with which capital is being utilized to generate revenue. The ROCE allows for
comparison to be made between entities with less stringent requirements for functional or product
similarity — since competitive capital markets should in theory cause the risk-adjusted ROCE for
different companies in the broadly defined industry to equalize over time. Also, the ROCE is generally
less sensitive to differences in the composition of a company’s asset base than other financial ratios.

It is generally believed that assets must be measured by the average of the values for the beginning of
the year and the end of the year; otherwise substantial fluctuations in the value of operating assets
during the year could render this an inaccurate calculation of the average value over the year.

Berry ratio
Definition: [Gross profit / operating expenses]

Description: The return on operating expenses (called “Berry ratio”) is in principle suitable to determine
the arm’s length remuneration of sales activities (buy-and-sell activities, commissionaires or sales
agents).

In essence, the Berry ratio implicitly assumes that there is a relationship between the level of operating
expenses and the level of gross profits earned by routine distributors. Indeed, if one were to think of the
gross margin earned by a distributor as analogous to a firm’s total revenues available to a distributor,
and the operating expenses incurred to distribute products as analogous to the firm’s total costs, then
the ratio of gross margin to operating expenses would capture the mark-up on operating expenses that
is afforded to the distributor.

Conceptually, the Berry ratio represents a return on a company’s value added functions and assumes
that those functions are captured in its operating expenses. In other words, the Berry ratio can be a
useful measure of the mark-up earned on a distributor’s distribution activities in particular where the role
of the distributor does not alter the value of the package. Therefore, this PLI is not suitable for
manufacturing entities or distributors that are engaged in activities that add value to the products prior
to sale.



2.2.2 Selection of the most appropriate PLI

The relevance of different indicators of economic performance to the benchmarked activity performed
by the tested party are considered below.

The NOPM was accepted as it is typically used in the case of sales businesses where turnover is the
main driver of profitability. Relevant data is available from the Amadeus database to apply this PLI.

The NCPM was rejected as it is generally applicable to companies that seek foremost to earn a
reasonable mark-up on costs.

The ROCE was rejected due to lack of data reliability in determining the appropriate value of the assets,
and because the benchmarked activity is not considered to be sufficiently capital-intensive.

The Berry ratio was rejected as an appropriate PLI due to limitations on gross profit data availability in
the database.



3 Summary of search results and conclusion

The OECD Guidelines note “because transfer pricing is not an exact science, there will also be many
occasions when the application of the most appropriate method or methods produces a range of figures
all of which are relatively equally reliable.” (Paragraph 3.55, OECD Guidelines) In general, statistical
theory suggests that the population of results for a particular PLI will show a normal distribution around
the median. Results that are either higher or lower than the median are generally just as representative
of the overall population as the median value, so there is no particular reason for a restriction to this
particular point. However, for points that lie on either extreme of the curve, there is a risk that these
observations are anomalous and, therefore, unrepresentative of an arm’s length return. Therefore, it
was decided to take a relatively conservative position and use the “inter-quartile range” as the threshold
for acceptable results (i.e. the range of results between the 25th and 75th percentile) to be used in
assessing whether the tested party has earned an arm’s length return in its related party transactions
on an overall basis.

Based on the above, the arm’s length range for the intercompany service provided within the group is
provided below:

Statistical measure | Weighted Average margin
Lowest value 3,81%
Lower quartile 4.68%
Median 5.77%
Upper quartile 8,08%
Highest value 16,92%

Based on the benchmarking analysis, the Arm’s Length Price (ALP) for the tested party, should fall
within a range defined by a minimum and a maximum ALP (Weighted average margin). The lower
quartile, upper quartile is, and the median ALP, suggesting that most comparables in the sample cluster
around these values. The data suggests that a margin around the median or within this interquartile
range would be an appropriate and market-aligned margin for the intercompany transaction. This range
provides a strong benchmark for setting a fair and arm’s length margin.

Please find below the Financial analysis substantiating the Arm’s length range displayed above.

) Margin on total Revenue Weighted average |
S.No. Company name Country Operating income Operating Profit Operating cost (in %) l::r:'l‘r:‘ :r(ul '(‘o.::
FY 2021 FY 2022 FY 2023 FY 2021 | FY2022 | FY2023 FY2021 | FY2022 FY 2023 | FY2021 | FY2022 | FY2023 FY 2021-23

1 INELEC SA Spain 12479656 | 17.262.141 | 17.518 189 515677 | 1217.709 | 1323123 | 11.963979 | 16044432 | 16195066 | 4.13% 7,05% 7,55% 6,47%

2 |SOCIETE NIVELLOISE DE MATERIAUX Beigium | 15390594 | 17.203.583 | 17.370.714 | 825410 | 1.016.221 | 1046.169 | 14.565.184 | 16.187.362 | 16.324545 | 536% 591% 6.02% 5.78%

3 |BELTRAN Y CRIADO SOCIEDAD LIMITADA Spain 5799227 | 7.750.806 | 10.067 391 177.826 | 322793 | 467.875| 5621401 7428013| 9599516 307% 4,16% 465% 4.10%

4 |CENTRO ELECTRICO BALEAR SL Spain 7405461 | 8898853 | 9912144 | 869388 | 1194583 | 1327.778| 6536073 | 7704270| 8584366 1174% 13,42% 13,40% 12,94%

5 |UNIFERAG CARIBE SL Spain 11441437 [ 10341692 | 9094493 | 1686369 | 1497953 | 2040637 | 9755068 | 8843739| 7.053.856| 14.74% 14.48% 22,44% 16,92%

6__|MONCADA Y LORENZO SA Spain 7292113 | 8698391 6639657 | 296707 | 442074 122816 | 6995406 | 8256317 | 6516841 407% 5,08% 1,85% 381%

7 |CAROL AUTOMATISMOS MARTORELL S A Spain 4518032 | 4698184 | 5512639| 181383 | 299291 366600 | 4336649 | 4398893 | 5146039| 401% 6.37% 6.65% 575%

8 |ASTRONELECTRICSA Greece 4276106 | 4603991| 5152625 197.080 180.791 306412 | 4079.026| 4423200 4846213| 461% 393% 5.95% 4,88%
Lowest value 3,07% 3,93% 1,86% 3,81% |
Lower quartile 406% | 485% 5,62% 4,68% |
Median 4,37% 6,14% 6,34% 577%
Upper quartile 6,96% 8,65% 9,01% 8,08%
Highest value 14,74% | 14,48% | 22.44% 16,92%




Appendix: Selection matrix (manual review)

Excluded for this example report.




