
PREFACE

With a shift towards globalization, the magnitude of cross-border 
transactions has increased manifolds. The major issue relating 
to such transactions was the taxing of the income arising out of 
those transactions in different jurisdictions. To overcome this 
problem, the States started to enter into double taxation avoidance 
agreements to divide amongst them the rights to tax the income 
arising out of such transactions.

The concept of ‘Permanent Establishment’ holds a position of 
unique importance in the arena of international taxation as the 
existence of the same establishes the taxing rights of the source 
State on the income earned from the business activities by a 
taxpayer in its territory. 

Permanent Establishment justifies the taxation of the income 
earned by a taxpayer in the territory of the source State like the 
income of the residents of the source countries as it is a measure 
of the degree of economic dependency and involvement of the 
business of such a taxpayer in the source State. 

Realising the gravity of the concept of Permanent Establishment, 
the OECD Model Tax Convention, the UN Model Tax Convention 
and the US Model Tax Convention defined it, providing an 
international model for the countries. However, like any other 
law, problems still subsist with regards to the interpretation of 
the same. 

The author has attempted through this book to not only explain the 
concept in a lucid manner but also to consolidate the precedents 
and practice followed by 33 countries worldwide. This book aims 
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to give clarity as to the various tests that are applied to determine 
the existence of different types of Permanent Establishment 
and provide author’s views based on the laws and precedents 
worldwide and suggestions to end the ambiguities which exist 
relating to the concept.

It is hoped that the tax administrators, professionals, authorities, 
researchers, scholars and other readers will find the book cogent 
and helpful. Any suggestions for the further improvement of the 
same are most welcome.

New Delhi, India.
ASHISH KARUNDIA
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