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Abstract

The European Commission (EC) has the intention diabdish a Common Consolidated
Corporate Tax Base, which requires an allocatiomia to fairly distribute the consolidated
tax base among all group entities. A fair distribontwould mean that the allocation is closely
related to the profit generating factors of the emhdng entities. The EC supposes that fixed
tangible assets, sales and labour are the domiaetors in the generation of profit. This paper
analyses the profit generating capacity of theseofa and of the alternative factor intangible
assets. The results show that the proposed fagtysexplain 28% of the variation in profit.
Moreover, the results indicate that recognizednigifsles do not increase®Rsignificantly.
However, for R&D intensive companies, adding therket less book value to proxy for
unrecognized intangibles, increases the explangiower with 30%. This suggests that for
these companies unrecognized intangibles couldhberitant in generating profit.
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