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INVESTMENT OPTIONS 

QI am looking to invest a lump sum, as well as 
a regular amount each month. I can’t decide 

whether to choose an equities-based Individual 
Savings Account (ISA) or a personal pension. Which 
do you think is best?

Ray Prince replies:

AWithout knowing your full circumstances, it’s impossible to 
give you an accurate answer, however, hopefully we can give 

you some pointers in the right direction. On paper, the pension 

appears to be the better option due to the tax relief you receive 
upfront on your investment. A £10,000 lump sum invested in an 
ISA would be worth £33,863 after 25 years, assuming a return of 
5% a year, after charges.

For a higher-rate taxpayer, the £10,000 would be grossed 
up to £16,667 when investing into the pension. Using the same 
return as the ISA, this would be worth £56,440 after 25 years - a 
167% increase over the ISA.  The figures are even more attractive 
for 50% taxpayers and for those who earn more than £100,000 
and less than £114,950. For the latter, it’s possible to earn an 
effective rate of income tax relief of 60%, as earnings within 
these amounts suffer a gradual loss of the personal allowance, 
which is £7,475 in the 2011/2012 tax year (so if you earn 
£114,950pa you will have £0 personal allowance).

Using alternative example figures, were you to invest £4,000 
into an ISA over 25 years, and assuming 5% pa after charges, 
you’d get back £13,545.  If you invested the £10,000 gross into a 
pension (and assuming you received 60% tax relief, see above), 
the fund would be worth £33,863 - a 250% increase over the 
ISA.

Now, what you have to also consider is the access to your 
monies after the 25 years. With the ISA, you can access it all at 
any time and there is no further tax to pay. With the pension, 
while the end fund is bigger you can only access it from age 
55. A quarter of the fund can be taken as tax-free cash (known 
as ‘pension commencement lump sum’), with the remainder 
providing you with an income, usually in the form of an annuity. 
This income is then taxable in the same way that you pay tax on 
your earnings at the moment. Where the pension may have an 
advantage is if you are a higher rate taxpayer now and foresee 
being a basic rate taxpayer in retirement. That way you’ll have 

received 40% tax relief up front and only be liable for 20% tax on 
the way out. My advice is when looking to make any decisions, 
take all your financial affairs into account.

DEDUCTED PAY

QI have just resigned as an associate and I am 
working my three months’ notice. My principal 

wants to deduct 10% from the amounts owing to me 
over the next three months and retain that sum for 
six months to be used to cover his costs, in the event 
he has to carry out remedial work on the patients I 
treated. My associate agreement does not say he can 
do this. What is my position?

Alexander Hall answers:

AThe standard recommended forms of associate agreement 
in common use do not include a right for a principal to 

unilaterally withhold payments in such a way. Doing this without 
the consent of the associate would, in such circumstances, 
amount to a breach of contract by the principal. The associate 
could threaten the principal with legal action for the withheld 
money (plus interest) and the recovery of the costs of doing 
so. However, that does not mean that the principal has no rights 
whatsoever in relation to defective, failed or negligent work 
carried out by the associate. 

Many of the standard form agreements include obligations 
to carry out treatment with reasonable care and skill, to the 
accepted minimum standards and within certain rules (for 
example, GDC guidelines or the provisions of a GDS contract 
or PDS agreement). If they do not, principals should consider 
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