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 This thesis analyses the law concept of the permanent establishment, mainly the 

legislation contained in the OECD Model Tax Convention and in the Income Tax Act.  

 The first part of the thesis analyses the types of permanent establishment (fixed, 

building and construction sites, service-based, agent-based and permanent establishment 

of the shareholders of partnerships and limited partnerships), separately according the 

OECD Model Tax Convention and according to the Income Tax Act. The thesis also 

analyses subsequent sources of law. The thesis includes a detailed analysis of conditions 

which are necessary for the existence of the permanent establishment, inclusive examples, 

including information of the Ministry of finance and the General Financial Directorate 

that have impact on the permanent establishment treatment. 

Furthermore, the thesis deals with the determination of the tax residency of 

persons and legal bodies which is a significant factor for the application of bilateral 

double taxation treaties (mainly with the circumstances of the existence of the permanent 

establishment), including the issues connected with proving of the tax residency of the 

tax transparent entities. 

Permanent establishment has also impacts in the VAT area. This part of the thesis 

describes the tax impacts of the quasi-sales, and also the transactions between the 

headquarters and the branch. The legislation regarding the place of taxable supply of 

goods or services to a permanent establishment is also covered and described in detail. 

The latest case law is analysed in the analysis as well. The thesis contains the tax 

implications of the relationships with its employees, and together with the international 

hire of labour and road tax. Furthermore, the thesis deals with the definition of the tax 

base of a permanent establishment, separately according to the OECD Model Tax 

Convention, the Report on the Attribution of the profits to permanent establishments, 

Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations. 

Afterwards, the thesis describes the determination of tax base through the transfer-pricing 

methods and their relationship to the functional analysis.  
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Finally, the Czech legislative on the specification of the tax base is mentioned. 

This chapter also deals with the tax securement and also with the sanctions which are 

connected with the omission to secure the tax. At the end of the chapter, the duty to keep 

accounting of the permanent establishment is explained.  

 


