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An Analysis on the Principle of Profit Attribution to Permanent Establishments
ZHU Yan-sheng
(School of Law, Xiamen University, Xiamen 361005, China)

Abstract: The principle of profit attribution to Permanent Establishments (PEs) in current tax treaties restrictedly applies
separate entity approach and arm'’s length test. There may be an increased risk of double or less than single taxation in
practice if each country would like to take different interpretation of key concepts and terms used in tax treaties regarding
attribution of profits to PEs or rely on domestic tax law when applying the attribution principle. The best way to solve
this problem may be that there is a further consensus regarding a more detailed attribution principle around the world.
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