
Associate Dentists
The pros and cons of being a limited company

We’re often asked by many associate dentists if they 

should operate as a limited company, and the answer can 

be influenced by many factors, some financial, some non-

financial. This short guide highlights the Pros and Cons of 

being a limited company. 
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Pros

Tax efficiency 
When an associate’s income exceeds 
a certain amount (around the £50,000 
mark) it’s worth considering becoming a 
Limited Company. The benefits are less 
than they were a few years ago, due to 
changes in the tax system, but you can 
still make savings, even after factoring 
addition compliance fees. We’d estimate 
that you could be saving circa £2,000 per 
annum (ball-park!!) but it’s worth talking to 
your accountant who will be able to give 
you more accurate figures based on your 
situation. 
 
Flexibility 
Becoming a Limited Company offers 
better control over the tax you pay. As 
a self-employed individual you would be 
taxed on your earnings (after expenses) 
as an associate dentist during the year. 
If you were incorporated as a Limited 
Company you would pay part of the tax 
(corporation tax) on the businesses’ net 
income, and the other part (income tax) 
only when you withdraw over £2,000 
of cash from the business via dividends. 
Don’t withdraw the cash – don’t pay the 
income tax.
 
Purchasing a Practice 
There is a major tax advantage that 
arises when you purchase/invest in 
a practice. Profits are only taxed at 
19% (corporation tax) until withdrawn, 
comparing to  42%/47% at their marginal 
rate if self-employed. This allows you 
to build a future investment which can 
accumulate without suffering income tax.
 
Security
Trading as a Limited Company will give you 
an added layer of protection as it means 
the business is a separate legal entity 
and you are therefore not personally 
responsible for the debts or liabilities.

Cons

Additional administration
There are certain responsibilities in 
running a Limited Company -  such as 
filing annual accounts, a corporation tax 
return, and a confirmation statement. 
Which means additional time spent on 
the administration and professional costs. 
However, this can usually be offset from 
tax savings.

NHS superannuation pension
If a large part of your earnings are NHS 
then this is a big deterrent. NHS pensions 
are very generous and as a self-employed 
associate dentist performing NHS work 
– you are eligible for NHS contributions. 
You lose this benefit once you start 
operating through a Limited Company. It 
is possible to contract your private work 
through a Limited Company and still be 
a self-employed associate for your NHS 
work  - but it can get complicated so it’s 
worth speaking to an accountant that 
specialises in dental finances. It’s also 
worth getting all contracts drawn up 
correctly to ensure the VAT exemption 
is preserved and any off-payroll working 
issues are addressed.
 
Closing Up
There can be costs associated with 
closing a Limited Company (both tax 
related and professional). So if you do 
decide to stop operating through it, it’s 
worth considering your exit strategy 
before you set one up.


