
9. With reference to Article VII (Business Profits)

It is understood that the business profits to, bc attributed to a permanent
establishment shall include only the profits derivcd frorn the assets used, risks
assumed and activities performed by the permanent establishment. nie
principles of the OECD Transfer Pricing Guidelines shall apply for purposes of
determaining the profits attributable to a permanent establishment taking into
account the différent economic and legal circumstances of a single entity.
Accordingly, any of the methods described therein as acceptable methods for
determining an arm's length resuit may be used to determine Uic income of a
permanent establishment so long as those methods are applied in accordance
with the Guidelines. In particular, i determining the amount of attributable
profits, the permanent establishment shall be treated as having Uic saine amount
of capital that it would need to support its activities if it were a distinct and
separate enterpise engagcd i Uic saine or simular activities. With respect to
financial institutions oUier than insurance companies, a Contracting State may
determine Uic amount of capital to be attributcd to a permanent establishment by
allocating the institution's total equity between its various offices on Uic basis of
the proportion of Uic financial institution's risk-weighted assets attributable to
each of them. Ih cm aeof an insurance company, there shall be attributed to a
permanent establishment not only premniums; earncd through Uic permanent
establishment, but that portion ofthie insurance company's overall investmnent
income from reserves and surplus Uiat supports Uic risks assumed by the
permanent establishient.


