
The Apprenticeship Levy 

Changes to the apprenticeship funding system; 

The government have made changes to the way apprenticeship funding works, including: 

 introducing the apprenticeship levy 

 introducing the apprenticeship service - this is an online service that allows employers to 

choose and pay for apprenticeship training more easily 

 introducing a new ‘co-investment’ rate to support employers who don’t pay the levy(‘co-

investment’ is when employers and government share the cost of training and assessing 

apprentices) 

Apprenticeships are a devolved policy. This means that authorities in each of the UK nations manage 

their own apprenticeship programmes, including how funding is spent on apprenticeship training. 

If you’re an employer with operations in Scotland, Wales or Northern Ireland, you may also want to 

contact your apprenticeship authority: 

 Scotland 

 Wales 

 Northern Ireland 

Pay the apprenticeship levy; 

If you’re an employer with a pay bill over £3 million each year, you must pay the apprenticeship levy 

from 6 April 2017.   

You will report and pay your levy to HMRC through the PAYE process. 

The levy will not affect the way you fund training for apprentices who started an apprenticeship 

programme before 1 May 2017. You’ll need to carry on funding training for these apprentices under 

the terms and conditions that were in place at the time the apprenticeship started. 

Use the apprenticeship service 

Register to use the service 

If you are a levy-paying employer, you can now create an account on the apprenticeship service to: 

 receive levy funds for you to spend on apprenticeships 

 manage your apprentices 

 pay your training provider 

 stop or pause payments to your training provider 

If you’re not a levy-paying employer, you won’t be able to register for an apprenticeship service 

account until at least 2018. . 

https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work#pay-apprenticeship-levy
https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work#apprenticeship-service
https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work#non-levy-paying-employers
http://www.apprenticeship.scot/
https://businesswales.gov.wales/skillsgateway/apprenticeships
https://www.nibusinessinfo.co.uk/content/apprenticeships-employers
https://www.gov.uk/paye-for-employers/paye-and-payroll
https://www.gov.uk/guidance/manage-apprenticeship-funds


What you can buy with funds in your apprenticeship service account; 

You can only use funds in your account to pay for apprenticeship training and assessment for 

apprentices that work at least 50% of the time in England, and only up to the funding band 

maximum for that apprenticeship. 

If the costs of training and assessment go over the funding band maximum, you will need to pay the 

difference with other funds from your own budget. 

You can’t use funds in your account to pay for other costs associated with your apprentices (such as 

wages, statutory licences to practise, travel and subsidiary costs, work placement programmes or the 

setting up of an apprenticeship programme).  

If you have employees living in England - the ‘English percentage; 

The apprenticeship service only supports the English apprenticeship system. The amount of funds in 

each employer’s account will depend on how many of their employees live in England and the 

proportion of their paybill paid to these employees. This is called the ‘English percentage’. 

HMRC calculates your ‘English percentage’ from the information you provide about your paybill, and 

uses it to put the right proportion of levy funds in your account. Your latest English percentage will be 

visible in your account. 

Spend funds in your apprenticeship service account 

To spend funds in your account, you need to: 

1) Choose a training provider 

There are 2 different types of apprenticeships to choose from: 

 apprenticeship standards - each standard covers a specific occupation and sets out the core 

skills, knowledge and behaviours an apprentice will need; they are developed by employer 

groups known as ‘trailblazers’ 

 apprenticeship frameworks - a series of work-related vocational and professional 

qualifications, with workplace- and classroom-based training 

2) Agree a price and payment schedule 

You and the training provider must agree a total price for each apprenticeship, which includes the 

costs of training and assessment. 

For standards this must include the cost of the end-point assessment agreed with the apprentice 

assessment organisation. 

3) Pay for training and assessment with funds through your apprenticeship service account 

Once the apprenticeship training you’ve bought has started, monthly payments will be taken from 

your service account and sent to the provider. 

You will see funds entering your account each month after you have declared the levy to HMRC, and 

funds leaving the account each month as you pay for training. 

https://www.gov.uk/government/publications/apprenticeship-funding-bands
https://www.gov.uk/government/publications/apprenticeship-funding-bands
https://www.gov.uk/government/publications/apprenticeship-funding-bands
https://www.gov.uk/government/collections/apprenticeship-standards
https://www.gov.uk/government/publications/future-of-apprenticeships-in-england-guidance-for-trailblazers
https://www.gov.uk/government/publications/a-guide-to-apprenticeships


If you don’t have enough funds in your account to pay for training in a particular month, the governing 

body will ask you to share the remaining cost of training and assessing your apprentices for that 

month with the government. This is called ‘co-investment’. 

With ‘co-investment’, you will pay 10% of the outstanding balance for that month, and the 

government will pay the remaining 90% up to the funding band maximum. If your costs go over the 

maximum, then you must pay the difference out of your own budget. 

Share funds with another employer; 

If you are in a group of companies paying the levy together, your group can collect their funds into a 

single account. Read more about how to register connected organisations. 

From April 2018, the plan is to allow levy-paying employers to transfer funds to another employer or 

apprenticeship training agency through the apprenticeship service. You will initially be able to 

transfer up to 10% of the annual value of funds entering your apprenticeship service account. 

You’ll need to be aware of ‘state aid’ rules when transferring and receiving funds from other 

organisations. The maximum amount that an organisation can receive through a transfer of funds is 

€2 million over 3 years. This is because of ‘de minimis’ funding rules - see guidance on ‘de minimis’ 

support. 

There will be more information about how transferring funds between organisations will work in 

practice in autumn 2017. 

Top-ups and expiry of funds; 

The government will automatically add 10% to the funds in your apprenticeship service account. They 

will apply this 10% top-up monthly, at the same time the funds enter your account. 

Funds that you don’t use will expire 24 months after they enter your account. Whenever a payment 

for training is taken from your account, the service always uses the funds that entered your account 

first. Your apprenticeship service account will let you know when funds are due to expire. 

Changes for employers who don’t pay the levy; 

Support with apprenticeship costs; 

Non-levy paying employers will share the cost of training and assessing their apprentices with 

government - this is called ‘co-investment’. 

From May 2017, you will pay 10% towards to the cost of apprenticeship training and government will 

pay the rest (90%), up to the funding band maximum. 

 

 

 

 

 

https://www.gov.uk/government/publications/apprenticeship-funding-bands
https://www.gov.uk/guidance/manage-apprenticeship-funds#registering-multiple-connected-organisations
https://www.gov.uk/guidance/state-aid#guidance
https://www.gov.uk/guidance/state-aid#guidance
https://www.gov.uk/government/publications/apprenticeship-funding-bands


Manage your apprenticeship training and assessment; 

If you do not pay the levy, you won’t be able to use the apprenticeship service to pay for 

apprenticeship training and assessment until at least 2018. 

Instead, you’ll need to agree a payment schedule with the provider and pay them directly for the 

training. The provider must prove that you have paid your contributions as a condition of government 

paying its contribution. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



When You Need To Pay It 

As an employer, you’ll have to pay Apprenticeship Levy each month from 6 April 2017 if you: 

 have an annual pay bill of more than £3 million 

 are connected to other companies or charities for Employment Allowance which in total have 

an annual pay bill of more than £3 million 

Your annual pay bill is all payments to employees that are subject to employer Class 1 secondary 

National Insurance contributions (NICs) such as wages, bonuses and commissions. You must include 

payments to: 

 all employees earning below the Lower Earnings Limit and the Secondary Threshold 

 employees under the age of 21 

 apprentices under the age of 25 

Your pay bill doesn’t include: 

 earnings of employees under the age of 16 

 earnings of employees who aren’t subject to UK NICs legislation 

 earnings on which Class 1A NICs are payable, such as benefits in kind 

How much you need to pay; 

Employers who aren’t connected to another company or charity will have an Apprenticeship Levy 

allowance of £15,000 each year. 

The allowance reduces the amount of Apprenticeship Levy you have to pay by £15,000 across the 

year. This means that only employers with an annual pay bill of more than £3 million will pay the levy. 

You can’t carry over any unused allowance into the next tax year. 

Connected companies or charities will only have one £15,000 allowance to share between them. 

If you start or stop being an employer part way through the tax year you can use your full annual 

Apprenticeship Levy allowance against the amount of the levy that you owe. 

 

 

 

 

 

 

 

https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work
https://www.gov.uk/government/publications/employment-allowance-more-detailed-guidance
https://www.gov.uk/national-insurance-rates-letters/contribution-rates
https://www.gov.uk/national-insurance-rates-letters/contribution-rates
https://www.gov.uk/government/collections/rates-and-allowances-hm-revenue-and-customs#rates-and-thresholds-for-employers


How to allocate your allowance; 

Your Apprenticeship Levy allowance of £15,000 can be allocated between: 

 all your PAYE schemes 

 your connected companies or charities 

You can decide how to split the allowance between your PAYE schemes or with your connected 

companies or charities. You’ll need to report how you’ve allocated your allowance the first time you 

have to pay Apprenticeship Levy. You can’t change your share of the allowance during the tax year. 

You must continue to apply the levy allowance that was allocated at the beginning of the tax year if, 

part way through the year: 

 you become a connected employer (such as by merging with or acquiring another company) 

 the structure of your group of connected companies or connected charities changes (such as by 

demerging with another company) 

You can decide how you allocate your levy allowance across your connected companies or charities at 

the start of the next tax year. 

Calculate what you owe; 

Apprenticeship Levy is charged at 0.5% of your annual pay bill. 

You can use HMRC’s Basic PAYE Tools to help you work out how much you need to pay. 

For the first month of the tax year: 

1. Divide your Apprenticeship Levy allowance by 12. 

2. Subtract this figure from 0.5% of your monthly pay bill. 

For each of the following months: 

1. Calculate your total pay bill for the year to date. 

2. Add up your monthly levy allowances for the year to date. 

3. Subtract your levy allowance for the year to date from 0.5% of your total pay bill for the year to 

date. 

4. Subtract the amount of the levy you’ve paid in the year to date. 

If you begin paying the levy part way through the tax year, you’ll need to calculate how much of your 

annual allowance has been accumulated in the current year. Divide your full annual allowance by 12 

and multiply by the number of months since the start of the tax year. This figure is your allowance for 

the first month you report the levy. 

Any unused allowance can be carried forward into the next month within the same tax year. 

 

 

https://www.gov.uk/government/collections/guidance-for-employers-on-using-basic-paye-tools-bpt


Industry training levy contributions; 

You’ll still need to pay Apprenticeship Levy even if you already contribute to an industry-wide 

training levy arrangement, for example the Construction Industry Training Board Levy. 

Report how much you owe; 

From 6 April 2017, you’ll need to tell HMRC how much Apprenticeship Levy you owe each month: 

 from the start of the tax year if: 

 your annual pay bill (including any connected companies or charities) in the previous 

tax year was more than £3 million 

 you think your annual pay bill (including any connected companies or charities) for the 

tax year will be more than £3 million 

 if your annual pay bill (including any connected companies or charities) unexpectedly 

increases to more than £3 million - start reporting when this happens 

If you’ve started paying Apprenticeship Levy, you’ll need to continue reporting it until the end of the 

tax year even if your annual pay bill turns out to be less than £3 million. 

Connected companies or charities will each need to tell HMRC how much Apprenticeship Levy they 

owe. 

Report your Apprenticeship Levy each month using your Employer Payment Summary (EPS) and 

include the following: 

 the amount of the annual Apprenticeship Levy allowance you’ve allocated to that PAYE scheme 

 the amount of Apprenticeship Levy you owe to date in the current tax year 

You don’t need to report Apprenticeship Levy on your EPS if you haven’t had to pay it in the current 

tax year. 

Record keeping; 

You must keep records of any information you have used to calculate your levy payment for at least 3 

years after the tax year which they relate to. 

Changes to your pay bill; 

Report any changes to the Apprenticeship Levy as a result of changes to your pay bill on your 

next EPS. 

If you find errors in your total annual pay bill at the end of the tax year, you must submit an 

extra EPS with the correct Apprenticeship Levy for the full tax year and pay what you owe. 

 

 

 

 

https://www.gov.uk/running-payroll/reporting-to-hmrc-eps
https://www.gov.uk/payroll-errors/correcting-your-fps-or-eps
https://www.gov.uk/payroll-errors/correcting-your-fps-or-eps


Employers with modified PAYE schemes; 

If you run a modified PAYE scheme you’ll need to account for NICs as usual. Use a best estimate of all 

earnings that are subject to Class 1 secondary NICsto check if you need to pay the Apprenticeship 

Levy. You’ll need to submit an EPS each month using these estimated figures. 

At the end of the tax year, you’ll also need to: 

 check your estimated pay bill against the actual figures for the tax year 

 submit an additional EPS to correct any difference and pay any Apprenticeship Levy owed 

How to pay; 

You’ll need to pay the Apprenticeship Levy each month through the PAYEprocess in the same way you 

pay Income Tax or National Insurance contributions. 

If you’ve overpaid Apprenticeship Levy during the year, you’ll receive a refund as a PAYE credit. 

Apprenticeship Levy payments are a deductible expense for Corporation Tax. 

When the levy applies in specific sectors; 

Franchises; 

Franchises with an annual pay bill of over £3 million (including any connected companies or charities) 

will have to pay the levy. You’ll have an annual allowance of £15,000 for all of the franchises under 

your control. You can choose to share the allowance across the franchises you control or across 

your PAYE schemes. 

 

 

 

 

 

 

 

 

 

Referenced; All information relevant from the date of publish 21/08/2017. 

https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-

levy-how-it-will-work  

https://www.gov.uk/guidance/pay-apprenticeship-levy  

 

https://www.gov.uk/hmrc-internal-manuals/paye-manual/paye28001
https://www.gov.uk/paye-for-employers/paye-and-payroll
https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work
https://www.gov.uk/government/publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work
https://www.gov.uk/guidance/pay-apprenticeship-levy

