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2. Description of [HQ] 

2.1 Introduction 

This section provides a description of [HQ]. The information provided includes (but is not 

limited to): a description of [HQ]’s management structure, a local organisation chart, and a 

description of the individuals to whom local management reports and the country(ies) in 

which such individuals maintain their principal offices.  

Further, the head office services rendered by [HQ] are addressed, including an indication 

whether [HQ] has been involved in or affected by business restructurings or intangibles 

transfers in the present or immediately past year. Finally, the key competitors of [HQ] in 

[country] are listed. 

2.2 Management structure 

[Please insert a description of the organizational structure of [HQ] and the reporting lines of the various 

functions, including the reporting lines of top management. Please find below sample wording]  

[Suggested information sources: relevant information can often be gathered through questionnaires or 

interviews with heads of departments] 

As described above, [HQ] is the head office of the [XYZ] group, which is engaged in [brief 

description of the main activities and products of XYZ group]. Due to its role as head office of 

the [XYZ] group, [HQ] is led by the board of directors consisting of the Chief Executive Officer 

(“CEO”) and the Chief Financial Officer (“CFO”) [add other board members if applicable]. The 

CEO and CFO maintain their principal office in [city], [country]. 

[HQ] employs some [number] Full Time Equivalents (“FTEs”). The board of directors of [HQ] 

has a number of direct reports. Such direct reports are heading the following departments 

(including FTEs per department):  

Table 1: FTEs per department 

Department # of FTEs 

[Human Resources] [X] 

[Legal] [X] 

[Finance] [X] 

[Tax] [X] 

[Sales and marketing] [X] 

[Information technologies] [X] 
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3. Controlled transaction

3.1 Introduction 

This chapters details the controlled transaction subject to review in this head office Local 

Country file, i.e., the provision of head office services by [HQ] to the operating companies of 

the [XYZ] group;  

This chapter includes the high level characteristics of the intercompany transaction, the [XYZ] 

group companies that are involved in such transactions with [HQ] and the amounts involved. 

3.2 Provision of head office services 

3.2.1 Description of controlled transaction 

[HQ] provides a number of head office services for the benefit of the operating companies of 

the [XYZ] group. Such head office services include [executive board services, human resource 

services, legal services, finance services, tax services, sales and marketing services, IT services 

and procurement services add or remove services]. The head office services largely have a 

coordinating and supportive nature. For more details on the services rendered by each of the 

departments, please refer to chapter 5 of this Local Country file. 

3.2.2 Group companies involved in the transaction 

[HQ] is the [XYZ] group company that provides the head office services. This company could 

be considered as the service provider. All other [XYZ] group’s operating companies could be 

considered as services recipients. Please refer to Appendix III for an overview of all other 

[XYZ] group companies that receive head office services from [HQ]. 

3.2.3 Relevant intercompany agreement 

Please see Appendix IV for an example of the relevant head office service agreement. 

[In case there is no intercompany agreement in place, please refer to our website 

http://www.transferpricingweb.com. Besides framework reports, we also offer template agreements] 

3.2.4 Amounts of controlled transaction 

The intercompany service fee charges made by [HQ] to the various operating companies 

amounted to [currency] [amount] as per the end of FY 20[XX]. In the table below this total 

amount is broken out per operating company. 

 

http://www.transferpricingweb.com/
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5. Functional analysis 

5.1 Introduction 

This section provides a detailed description of the various services provided by [HQ]’s 

departments to the operating companies. It describes the nature of the services rendered, the 

cost structure related to these services and the benefits of these activities to the various 

operating companies. The functional analysis will be the basis for the charges related to the 

services made by the departments of [HQ].   

Each support department of [HQ] reports its costs in one or more cost centres.  

For the descriptions of the activities we relied on the information supplied by [HQ] and on 

information obtained during interviews with key staff members at the company. 

5.2 [HQ] 

In order to obtain an indication of the relative size of each of the activities of [HQ] and its 

respective departments, please find below a table indicating the number of employees per 

department that is subject to review.  

Table 4: FTEs per department 

Department #of FTEs 

[Executive board] [X] FTEs 

[Human resources] [X] FTEs 

[Legal] [X] FTEs 

[Finance] [X] FTEs 

[Tax] [X] FTEs 

[Sales and marketing] [X] FTEs 

[Information technologies] [X] FTEs 

[Procurement] [X] FTEs 

5.2.1 Executive board 

5.2.1.1 Activities 

The executive board of the [XYZ] group is responsible for the development of the short-term 

and long-term vision and strategy with respect to the returns and value of the [XYZ] group. In 

addition, it is managing, stimulating and providing guidance to the group companies in many 



 

25 

Based on the activities of the legal department as described above and on an assessment made 

by the management, approximately [X]% of the time spent by the legal department relates to 

shareholder activities and the remaining [X]% relates to support activities for the benefit of the 

operating companies. [please note that the assessment is often based on time tracked during a certain 

period of time (a month or a quarter)] 

5.2.3.2 Benefits 

The main benefits that the operating companies derive from the activities of the legal 

department are: 

• Assistance in local legal procedures and litigation; 

• Creating operational efficiencies by centralization of compliance activities and 

protection of trademarks and domain names; 

• Providing legal risk assessment services to operating companies; 

• Acceleration of commercial negotiations with customers, suppliers, related services 

(like IT, IP, Insurances, property related contracts) on a headquarter level; and 

• Sharing of available knowledge and best practices with the various the operating 

companies. 

• [Please add other benefits or adjust this list] 

5.2.3.3 Cost structure 

The costs for this department are reported in [a] [several] separate cost centre[s]. The main 

costs for this department include salaries, fringe benefits, social security charges, costs of 

external legal advice and trademark registration fees. 

5.2.4 Finance 

5.2.4.1 Activities 

The finance department is responsible for managing the financial and insurance coverage 

position of the [XYZ] group. The department is led by the Chief Financial Officer (“CFO”) of 

the group. The finance department employs [X] FTEs whose activities include, but are not 

limited to: 

• Management of the group wide insurances, treasury transactions and the cash 

positions of the [XYZ] group; 

• Meeting all necessary finance compliance regulations in [country where HQ is located]; 

• Management of the [XYZ] group’s transfer pricing policies and recharges and 

performing financial risk management reviews; 

• Arranging an adequate and optimal cost effective insurance program for the group, 

based on the risk appetite and risk profile of the group; 
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6.4.4 Step 3: Charge for directly allocable services and costs 

On the basis of the functional analysis described in section 5, it was determined that some of 

the services rendered by [HQ] meet an identified need of one or more specific operating 

companies. Therefore the costs of these services will be allocated directly to the operating 

companies receiving the benefit.  

The amount allocated will be based on the time spent by the employees within the 

departments rendering these specific services. To this extent, time registration will be made 

on a weekly basis. Since relevant information on potential CUPs cannot be found, the directly 

allocable costs for the services provided by these departments will -due to the auxiliary nature 

of the services- be based on the cost-plus method. The relevant cost base consists of the costs 

associated with the specific services. The applied profit mark-up is [x]%. 

6.4.5 Step 4: Determination of shareholders’ costs 

On the basis of the functional analysis described in section 5, it was determined that the 

activities of [number] departments contained, to a certain extent, shareholder related activities. 

The relevant departments are [mention relevant departments]. 

Since the exact amount of the costs associated with the shareholders’ activities are difficult to 

determine, [HQ] has decided to classify [number]% of the costs incurred by the departments 

mentioned above as shareholders’ costs.  

The activities classified as shareholders’ costs do not justify a charge to the operating 

companies because the activities are performed solely because of the ownership interest in the 

companies. Therefore the relevant costs will be identified, but not be allocated to the operating 

companies.  

6.4.6 Step 5: Charge for indirectly allocable services  

On the basis of the functional analysis described in section 5, it was determined that the 

majority of [HQ]’s services provide or are expected to provide benefits to the operating 

companies, but separate recording and analysis of the relevant services is not possible (or 

involve a burden of administrative work disproportionate to the activities themselves). 

Therefore the costs incurred in providing these services are treated as a pool and will be shared 

between the operating companies on the basis of an allocation key.  

Due to the auxiliary nature of the services, the charge for the indirectly allocable services will 

be based on the cost-plus method. The relevant costs will be derived from the cost centres of 

the relevant service departments in [HQ]. A profit mark-up of [x]% will only be added to the 

costs that directly or indirectly originate from [HQ]’s support activities, whereby the latter’s 

support staff add value (e.g. salaries of employees, overheads). Costs borne by [HQ] that 

reflect costs related to invoices from external parties (e.g. costs of consultancies or rental costs) 

will not be marked-up. In this situation [HQ]’s staff does not add value.   

[HQ] applies two allocation keys to share the total pool of indirectly allocable costs. The vast 

majority of the indirectly allocable costs are shared between the operating companies on the 
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basis of the turnover realized by a particular operating company compared to the total 

turnover of the [XYZ] group of companies. The costs incurred by the departments Human 

Resources are allocated on the basis of the number of employees of the relevant operating 

company compared to [XYZ] group’s total number of employees. [HQ]’s management 

considers said allocation keys to provide a fair reflection of the benefits received by the various 

country offices and local entities.  

[Please note that the above serves as an example. Allocation keys should be determined in alignment 

with the expected benefits the relevant activities confer to the operating companies. Therefore, other 

allocations keys, like assets or number of licences, may also be used]  

6.5 Actual charge out 

The charges for the directly allocable services and costs (as determined in Step 3: above) will 

be made on a monthly basis and be based on the actual costs borne. 

The charges for the indirectly allocable services (as determined in Step 5: above) will be made 

on a semi-annual basis and -provisionally- be based on the expected costs for the year. 

Following year-end, all actual costs associated with the indirectly allocable costs will be 

gathered and analysed. In addition, the average value/number of the applied allocation keys 

will be determined for the past year. This is done by adding the value/number of the 

respective keys at the beginning and end of the year and dividing them by two.  

To the extent the actual indirectly allocable costs for an operating company for the full year 

deviates from the costs that were charged in the two provisional invoices over the year, a true 

up is made in a final invoice for the past year. [HQ] strives to issue this final invoice within 6 

months following the end of the year.  

Please find a detailed overview of the actual charges made to the operating companies for FY 

[20XX] in Appendix VII. The table below summarizes this overview: 

Table 6: Allocation of head office services costs 

(in 

[Currency]) 

Step 1 Step 2 Step 3 Step 4 Step 5   

Department Total 

costs 

Reallocation 

of costs 

Direct 

costs 

Sharehold

er costs 

Indirect 

costs 

Mark-up 

of [%] 

Charged to 

operating 

companies 

Executive 

Board 

       

Human 

Resources 

       

Legal        




