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Conditions of use of this report 

This report presents an example of statistical studies performed by TP qube. This report does 

not intend to be used by any party as a justification for its transfer policy. TP qube declines all 

responsibility in case of its use to set or test transactions between related parties, or for any 

other use.  

  

  

http://www.tpqube.com/


 Index 

© TP qube 2019 | www.tpqube.com  3 

Index 

 

Executive Summary ................................................................................................................. 4 

1. Main database used .......................................................................................................... 5 

2. Dataset description ........................................................................................................... 6 

3. Overview of the statistical model .................................................................................... 7 

4. Tested party characteristics ............................................................................................ 8 

5. Choice of profit level indicators ...................................................................................... 9 

6. Results and influential factor analysis .......................................................................... 10 

 

 

  

http://www.tpqube.com/


 Executive Summary 

© TP qube 2019 | www.tpqube.com  4 

Executive Summary 

This report presents the results of a statistical benchmarking study for printing activities in 

France.  

 

This study was performed by TP qube in May 2019 using data from the Bureau van Dijk Orbis 

database. TP qube used a proprietary statistical model, trained on more than 13 000 independent 

companies located in Europe. Based on statistical learning techniques, this model estimates the 

interquartile range of the normative profitability of the tested party, i.e. the profitability it would 

earn if it were independent. 

 

The Profit Level Indicator (PLI) retained by TP qube for this search is the Return on Total Costs 

(“RoTC”), defined as follows: 

𝑅𝑜𝑇𝐶 (𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑇𝑜𝑡𝑎𝑙 𝐶𝑜𝑠𝑡𝑠)  =   
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 (𝐸𝐵𝐼𝑇)

𝑆𝑎𝑙𝑒𝑠 −  𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 (𝐸𝐵𝐼𝑇)
 

 

This search produced the following range for the normative profitability of the tested party: 

Table 1 – Predicted interquartile range for the return on total costs 

RoTC  

Weighted average 2014-2016 

1st quartile 0.3% 

Median 4.4% 

3rd quartile 6.5% 
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1. Main database used 

This study relies primarily on data provided by an external database of company financial data, 

Orbis, which is published by Bureau van Dijk (BvD) and provides financial and market data on 

over 165 million companies.  

 

It is the most comprehensive database available for company information, worldwide and the 

reference database for transfer pricing purposes. The information contained in the Orbis 

database is sourced from more than 40 different information providers. For each company, 

Orbis provides financial information (profit and loss account, balance sheet, etc.) and other 

descriptive information (activity codes, directors, ownership and subsidiaries, etc.). It is to be 

noted that company specific information available in the database is dependent on filing 

requirements in the different countries.  
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2. Dataset description 

TP qube’s statistical model is trained on all companies fulfilling the following criteria: 

 

In total, the model was trained on 13 628 observations.   

Sanitized 
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3. Overview of the statistical model 

The goal of this analysis is to provide an estimation of the level of profitability that would have 

been achieved by the tested party if it were independent. This normative profitability is 

determined using a large dataset of independent comparable companies. Using statistical 

learning techniques, TP qube’s statistical models provide an estimation of the interquartile 

range of the normative profitability (namely the 25th, 50th and 75th percentile of the profitability 

distribution). This estimation takes into account characteristics of the tested party, that are 

provided in section 4, such as the industry, country, maturity, size, working capital and other 

financial ratios.  

 

In mathematical terms, we aim at estimating : 

𝑞𝜏(𝑌|𝑋1, 𝑋2, 𝑋3, … ) = 𝑓𝜏(𝑋1, 𝑋2, 𝑋3, … ) 

With :  

𝑞𝜏 the quantile at the order τ, 

Y  the profitability, 

X1, X2, X3,… the parameters which affect the profitability of the company such as its size, 

industry, maturity, geography, etc. 

𝑓𝜏 a mathematical function to be defined.  

 

The model is trained on a large set of independent companies, ensuring the robustness of 

parameter estimation. Once the model is trained, the estimate for the profitability quantile is 

determined by: 

𝑞�̃�(𝑌|𝑋1
∗, 𝑋2

∗, 𝑋3
∗, … )𝑌∗ = 𝑓�̃�(𝑋1

∗, 𝑋2
∗, 𝑋3

∗, … ) 

 

With : Y the profitability, 

𝑋1
∗, 𝑋2

∗, 𝑋3
∗ the parameters of the tested party, 

𝑓�̃�, the estimated functional form and 𝑞�̃� the resulting estimation of the conditional quantile of 

Y at the order τ. 
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4. Tested party characteristics 

The tested party has characteristics presented in the table below, as provided by our client. 

TP qube has not independently reviewed this information. 

 

Table 2 – Tested party characteristics 

 

Item Tested party characteristics 

  

  

  

  

  

  

  

  

  

 

These characteristics were fed into our model to estimate the counterfactual profitability for 

this tested party. 
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5. Choice of profit level indicators 

The financial performance of the comparable companies can be measured by various ratios. 

The appropriateness of a profit level indicator in a given situation depends on a number of 

factors including: 

• The nature of the activities of the tested party, 

• The reliability of the available data with respect to uncontrolled comparable 

companies, and 

• The extent to which the profit level indicator is likely to produce a reliable measure of 

the income that the tested party would have earned had it dealt with controlled 

taxpayers at arm’s length, taking into account all of the facts and circumstances. 

 

In the context of this study, given the functional profile of the tested party TP qube selected the 

RoTC as the appropriate profit level indicator (PLI). The RoTC is defined as follows:  

𝑅𝑜𝑇𝐶 (𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑇𝑜𝑡𝑎𝑙 𝐶𝑜𝑠𝑡𝑠)  =   
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 (𝐸𝐵𝐼𝑇)

𝑆𝑎𝑙𝑒𝑠 −  𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 (𝐸𝐵𝐼𝑇)
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6. Results and influential factor analysis 

Based on the approach detailed above, the range for the normative profitability of the tested 

party is presented in the table below: 

Table 3 – Predicted interquartile range for the return on total costs 

RoTC  

Weighted average 2014-2016 

1st quartile 0.3% 

Median 4.4% 

3rd quartile 6.5% 

 

Impacts of key parameters used in the estimation are presented below. More precisely, the graph 

below compares  the estimation as retrieved by TP qube’s statistical model given the parameters 

provided in table 2 with the model estimation for a typical observation in the same country and 

industry as the tested party1, i.e. in the printing industry in France. The graph below presents 

the factors explaining differences between our estimation for the median profitability for a 

company with the same characteristics as the tested party and our estimation for the median 

profitability for a typical observation in the printing industry in France.  

Figure 1 – Influence of key factors in explaining the difference with a typical observation in 

the printing industry in France 

 

                                                 

1 The typical observation is an observation belonging to the same industry and country as the target, but for which 

all other characteristics are fixed at the median level (for the set of observations belonging to the same industry 

and country).  
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