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How does the Personal Service Company (PSC) work?

A limited company is a separate legal entity from its owners. It can trade, own assets and in-
cur liabilities in its own right. Your ownership of the company is recognised by owning shares
in that company. If you also work for the company, you are both the owner and an employee
of that company.

When a company generates profits, they are the company’s property. Should you wish to ex-
tract money from the company, you must either pay yourself a dividend, as an owner, or a sal-
ary, as an employee. The advantage to you is that you can have a balance of these two to
minimise your overall tax and national insurance liability. Companies themselves pay corpo-
ration tax on their profits after paying your salary but before your dividend distribution. Ef-
fective tax planning requires profits, salary and dividends to be considered together.

There are additional administrative factors in running a company, such as statutory accounts
preparation, company secretarial obligations and PAYE (Pay as You Earn) procedures. A big
advantage of owning a limited company is that your personal liability is limited to the nomi-
nal share capital you have invested.

Your personal service company (PSC) will invoice the customer on a weekly or monthly ba-
sis and you will and you receive your money in a combination of salary and dividends.You
can use this service if you have the right to work in the UK and your contract and working
arrangements pass our [R35 tax status tests and procedures.
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