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Full cost recovery (FCR) means securing funds for the direct 
cost of the projects plus a relevant portion of overhead. Support 
costs such as management, admin and premises are important 
elements of a projects therefore it is essential to include them in 
any funding application formula.

the legitimacy and importance 
of FCR and many Voluntary 
& Community Organisations 
(VCO) have yet to establish an 
effective cost allocation system 
for their services. Therefore the 
latter need to calculate their full 
cost by using tools developed 
including ACEVO template on full 
cost recovery. This will give both 
funders and the VCO assurance 
that they are legitimate 
costs to run the organisation 
properly. Under funded and 
under resourced VCO are not 
sustainable in the long run and 
will harm service users.

The concept was first recognised 
by the Treasury review in 2002 
where it states “Funders should 
recognise that it is legitimate 
for providers to include the 
relevant elements of overheads 
in their costs estimates”. Current 
environment supports full cost 
recovery. Grant makers such as 
Big Lottery Fund are looking to 
develop a toolkit/FCR template 
that can be used by VCOs. 
Moreover, statutory bodies are 
moving towards commissioning 
and procurement by 2007. Many 
Local authorities including Merton 
have now accepted the concept 
of FCR. SORP 2005 also 
recognises FCR and has similar 
expenditure headings such as 
fundraising and governance 
costs.

Key principles of FCR can 
be achieved by Analysing 
and counting the costs of the 
organisation, Reviewing costs 

particularly overhead costs, 
Allocate costs appropriately via 
cost drivers, and applying for 
Funding the full costs incurred 
by the organisation (ARAF). 
Setting up and maintaining the 
above mentioned system will 
increase the sustainability of an 
organisation. In other words the 
time and efforts spend setting 
up FCR system now will have 
beneficial impact in the long run.

This is done by first collecting all 
the categories of overheads such 
as premises and office costs and 
then sharing it to the projects 
on a recognised cost allocation 
basis (cost drivers) such as 
head counts. For example if 
the premises and office costs 
of an organisation are 120K 
and it employs 10 people and 
project A has two member of staff 
then 20% of the 120k should 
be allocated to the project in 
question. 

Traditional cost calculation 
models such as crude 
percentage based cost 
allocations suffer from lack of 
accuracy and lead to either 
double funding or under recovery 
of true overhead costs.

An organisation that consistently 
understates their overhead 
allocation will not be viable in the 
long run. Therefore it is important 
to know the full cost of a project 
before applying for grant or 
bidding for a service contract. 
Lack of appreciation of this 
concept will lead to poor decision 
making and underperformance 
by the entity. In the short term 
it might be possible to operate 
by subsidising the project from 
other sources but this should 
not be encouraged as most 
funds are restricted for a specific 
activity. Also charity commission 
guidelines prohibits subsidising 
service contracts via charitable 
income.

Many funders do not understand 

Full Cost Recovery (FCR)



What is Community 
Interest Company?

Community interest companies 
(CIC) are limited companies with 
special additional characteristics 
formed for social entrepreneurs 
who wish to conduct a business 
or other activity for community 
benefit and not purely for private 
advantage or profit motives. 
This is achieved by community 
interest test and an asset lock, 
which ensure that the CIC is 
established for community 
purpose and the assets and 
profits are dedicated to these 
purposes. Registration of a 
company as a CIC has to be 
approved by the regulator who 
also has a monitoring and 
enforcement role.

The statutory provisions 
introducing CICs are contained 
in part two of the companies 
Act 2004, which came into 
force on 1st July 2005. The CIC 
regulator issued the first licence 
of incorporation to talentSTAR 
in August 2005. TalentSTAR 
CIC will provide music and 
performance opportunities to 
performers via public showcase 
events. It will also provide a 
genuine working environment 
and employment experience in 
the fields which are either limited 
or not at all available to young 
people. 

An organisation can not be both 
a CIC and a charity although 
a charity might wish to set 
up a CIC as a subsidiary to 
undertake trading activities. 
Existing charitable companies 
will be able to convert into CIC, 
with the Charity Commission’s 
permission, and a CIC may 
convert into a charity, upon 
ceasing to be a CIC. 

A CIC can assume different legal 
forms such as company limited 
by guarantee, limited by shares 
or public limited company PLC. 
The disadvantage of CIC over 
Registered Charity is the latter 
enjoys tax advantages while the 
former has to pay corporation 
and other taxes as required. 
But the advantage is it will have 
limited liability and will be able 
to seek grants and donations for 

its activities as well as engage 
in trading activity to generate 
profits to be used for its social 
aims. Since CIC will be able 
to pay directors it may attract 
highly skilled managers and be a 
vehicle for social entrepreneurs 

For any further queries in 
respect of Community Interest 
Companies please telephone: 
02920 346 228 

or refer to the 
Community Interest Company 
website at: 
www.cicregulator.gov.uk 

CONGRATULATIONS

We welcome Peter Dyer, head of organisational development, 
Community link Bromley who are in a process of joining the 
AccountAbility partnership. As per agreement AccountAbility will 
provide limited services in Bromley.

A warm welcome to Samuel Tsipotey who replaced Deepak 
Idnani. Here are a few words from Samuel: I am delighted to join 
the Community Accountancy Project of Lambeth. I am sure you 
would happy to call me over to help you with your book-keeping 
and accounts problems. You would also find me helpful with your 
PAYE, VAT and accounts computerisation.

Payroll Tips
Here are some tips for Payroll and preparing the staff salary costs 
within your budgets.

Employerõs National Insurance
(Not contracted-out) Contributions

Up to the Earnings Threshold (2005/6)    

£94.00 weekly or NIL
£408.00 monthly or NIL
£4895.00 yearly NIL

Over the earnings Threshold

On all earnings above the threshold 12.8%

Example of  Calculation for budgeting 
Purposes
Employee’s salary is 20,000.00
Deduct annual earning’s threshold -4895.00
   
Amount on which Employer’s NIC payable 15,105.00
Employer’s NIC percentage x 12.8%
Employer’s NIC 1933.44

Authorised Mileage rates
These “maximum” rates have been agreed by the Inland Revenue.

Any car or van 40 pence per mile (First 10,000 business miles)
 25 pence per mile (Any further business miles)
Motor cycles 24 pence per mile
Bicycles 20 pence per mile

Reimbursements to employees and volunteers at these rates or 
below will avoid any tax liability.

The weekly rate of statutory sick pay (SSP) is £68.20 for 
employees with average weekly earning of £82.00 or above.

The weekly rate of statutory Maternity Pay (SMP) and Statutory 
Paternity Pay (SPP) is Lesser of £106 or 90% of employees 
average weekly earning.

National Minimum Wage is £4.85 for age 22 or over.

Note: Further information on Payroll and PAYE News 2005-2006 
was covered in CVA `Contact June 2005’ Bi-Monthly Magazine on 
page 19, Community Accountancy Page.



TRAINING COURSES

AccountAbility is offering the 
following training to voluntary 
and community groups in 
Croydon, Lambeth, Merton and 
Sutton. Contact your Community 
Accountant to reserve a place on the courses or to enquire 
about other training not listed.

Croydon
Introduction to Budgets and Cash flows 16.01.2006
Financial Controls 13.02.2006
Computerised Accounts - Sage line 50 for beginners 06.03.2006
Computerised Accounts - Sage line 50 Intermediate 27.03.2006

Financial Forum `Employment Status’ 10.01.2006

Lambeth
Excel (Advanced) 24.11.2005
Preparing Financial Reports for your  28.11 2005
Committee (Beginners)
Introduction to Financial Management (Beginners) 09.02.2006
Project Budgeting and Accounting 23.02.2006
Annual Accounts & Charity SORP 20.03.2006

Merton
Financial Controls and Procedures 01.12.2005
Preparing Financial Reports for your 12.01.2006
management Committee
Introduction to Budgets and cash Flows 01.02.2006
Bookkeeping 1  02.03.2006
– Setting up and maintaining a cash book
Full Cost Recovery 07.03.2006
Bookkeeping 2 – Bank Reconciliation & Petty Cash 09.03.2006

Sutton
Introduction to Financial Management 07.02.2006
Introduction to Bookkeeping 28.02.2006
Preparing Budgets for your organisation 16.03.2006
Preparing Financial reports 28.03.2006
Annual Accounts, Audit and SORP 2005 12.04.2006

The Mechanics of  Registration for 
CIO are as follows:

1. The person or persons seeking to form the CIO should be 
required to send to the Commission as registrar:-

(a)  the name and adress of the CIO; 
(b)  a copy of the duly signed constitution of the CIO
(c)  a statement whether the CIO is to be incorporated in 

England or Wales, 
(d)  any members’ guarantee of the liabilities of the CIO.
(e)  such other documents’ or information as the Registrar 

may require for the purpose of the application;
(f)  any prescribed fee for registration.

For further information on CIO, see 
www.charity-commission.gov.uk/common/incorporg.asp 

Charitable 
Incorporated 
Organisations

The Charitable Incorporated 
Organisation, or (CIO), is 
introduced by Schedule 6 of 
the Charities Bill 2005 which 
has been created specifically 
for charities. New and existing 
charities will be able to apply to 
become a CIO on registration. 
The process of registration for 
CIO is designed to be simple 
convenient and efficient. It is 
relatively easy to form, merge or 
dissolve CIO.
The CIO has the flexibility to 
accommodate the diverse nature 
of charities and the legislation 
is clear and understandable to 
non legal person. Moreover, 
the trustees and members can 
be the same, making it simpler 

for charities who do not feel 
the need to have a separate 
membership. The simplicity may 
also encourage new trustees 
to be recruited. It will also give 
organisations an opportunity 
to review and update their 
constitution.
Most charitable associations wish 
to incorporate because under 
incorporation the charity has its 
own legal entity and is able to 
enter into contracts in its own 
right. This becomes imperative 
when a charity holds or transfers 
property. Moreover, trustees will 
have limited liability under this 
legal form. Also, third parties are 
generally more used to dealing 
with a corporate body.
It is important to note that the 
current corporate structures 
were not designed with charities 
in mind and can be quite 
cumbersome when used for this 
purpose. For example, there are 
dual registration and reporting 
requirements for both Companies 
House and the Charity 
Commission, while charity law 
and company law are not always 
compatible, leading to confusion 
and uncertainty. But CIO is 
regulated only by the Charity 
Commission and requires only 
one annual return to be filed. 

SORP 2005

Summary of  
changes to SORP 
2000

SORP 2005 was published on 
the 4th of March 2005 and it 
applies to accounting period 
commencing on or after 1st April 
2005 although earlier adoption is 
encouraged.
SORP 2005 remains a 
comprehensive summary of how 
accounting standards, charity 
law, relevant company law and 
best practice impacts on the 
preparation of charity accounts 
and reports. 

The main changes to the SORP 
are:
1.  Clarification of the purpose 

and scope of the SORP.
2.  Incorporating 

recommendations for the 
interpretation of new financial 

reporting standards issued 
since the previous SORP. 

3.  More explanation, including 
the use of tables indicating 
how information may be 
presented in both the primary 
statements and related notes.

Smaller Charities
Significant exemptions are given 
to charities below the audit 
threshold allowing flexibility and 
reduced disclosures. Charities 
with less than £100,000 turnover 
can choose to prepare their 
acccounts on receipt and 
payment bases with minimum 
disclosures required.

Further information
Any reader who wish to view this 
article in detail should refer to 
the charity commission website 
www.charity-commission.gov.uk 
or contact one of the community 
accountant listed on this 
newsletter.



In Croydon

Maroof Adeoye
Croydon Voluntary Action
97, High Street
Thornton Heath, Surrey 
CR7 8RY
Tel: 020 8683 5910
Fax: 020 8665 1334
Email: maroof.adeoye@cvalive.org.uk
Website: www.cvalive.org.uk

In Lambeth

Samuel Tsipotey
Lambeth Voluntary Action Council
95, Acre Lane, London
SW2 5TU
Tel: 020 7737 9474
Fax: 020 7737 4328
E-mail: comaccountant@lambethvac.org.uk
Website: www.lambethvac.org.uk

In Merton

Tesfai Meresse
Merton Voluntary Service Council
The Vestry Hall
London Road
Mitcham, Surrey
CR4 3UD
Tel: 020 8685 2275
Fax: 020 8685 0249
E-mail: tesfai@mvsc.co.uk
Website: www.mvsc.co.uk

In Sutton

Glory Sivaraja
and Frances Cooper
Sutton Centre for Voluntary Service
21 Lewis Road
Sutton, Surrey
SM1 4BR
Tel: 020 8643 3277
Fax: 020 8643 4178
E-Mail: glory@suttoncvs.org.uk
frances@suttoncvs.org.uk
Website:www.suttoncvs.org.uk

AccountAbility

Contacts

The Role of the Community Accountant
AccountAbility offers Financial Management advice and training to voluntary groups within the 
Boroughs of Lambeth, Croydon, Sutton and Merton. Groups are then expected to make improvements 
to their financial management systems, records and controls in order to gain continued support from 
AccountAbility and their local Community Accountant. Groups that make no attempt to improve their 
financial systems will not receive further support unless exceptional circumstances apply.

AccountAbility is supported and managed by Croydon Voluntary 
Action, Lambeth Voluntary Action Council, Merton Voluntary Service 
Council and Sutton Centre for Voluntary Service (Registered 
Charities).

AccountAbility is funded by the Community Fund and the Association 
of London Government.

Whilst every effort is made to ensure the accuracy of the contents of 
this newsletter, it is for information and guidance only.

AccountAbility cannot accept any responsibility for loss to any 
organisation as a result of action taken or refrained from in 
consequence of the contents of this newsletter.

Articles in this newsletter are (except where indicated) copyright to 
AccountAbility . You are welcome to reproduce any of the information/
articles (except where indicated) provided you acknowledge 
AccountAbility as the source.


