
 

 

Guide to the Apprenticeship Levy  
 

Who this guidance applies to 

This guidance is for all employers operating in the UK, whether you pay the apprenticeship 
levy or not.   

 
If you’re an employer with operations in Scotland, Wales or Northern Ireland, you may also want 
to contact their apprenticeship authority. 

 

Paying the levy? 

You will need to pay the apprenticeship levy if you are an employer, in any sector, with a pay 
bill of more than £3 million each year.  

 
The levy will be charged at a rate of 0.5% of your annual pay bill. You will have a levy 

allowance of £15,000 per year to offset against the levy you must pay. This means you will only 
pay the levy if your pay bill exceeds £3 million in a given year. 
 

You will pay the levy to HM Revenue and Customs (HMRC) through the Pay as You Earn (PAYE) 
process. 

 

What counts as the pay bill? 

The pay bill will be based on the total amount of earnings subject to Class 1 secondary NICs.  
 

Here are some worked examples: 
 
 

 
 

 
 
 

 
 

 
 
 

 
 
Even if a business only employs a small number of staff, if they are well-remunerated, it may 

breach the £3 million pay threshold. 
 

How will I pay the levy? 

You will calculate, report and pay your levy to HMRC, through the PAYE process alongside tax 
and NICs.  
 

Any apprenticeship levy payment to HMRC will be allowable for Corporation Tax. 
 
Where a group of employers are connected they will only be able to use one £15,000 allowance.  

Employer with a paybill of £5m 

Levy sum:  0.5% x £5m = £25,000 
Amount to pay: £25,000 - £15,000 = 

£10,000 annual levy payment 

Employer with a paybill of £2m 

Levy sum: 0.5% x £2m = £10,000 
Amount to pay £10,000 - £15,000 = £0 annual levy payment 

Employer with a paybill of £11,250,000 
Levy sum:  0.5% x £11.25m = £56,250 

Amount to pay: £562,500 - £15,000 = 

£547,500 annual levy payment 



 
 

The Levy allowance 

The levy allowance will operate on a monthly basis and will accumulate throughout the year.  
 
This means you will have an allowance of £1,250 a month. Any unused allowance will be carried 

from one month to the next.  
 

The digital apprenticeship service will support the English apprenticeship system. Scotland, 
Wales and Northern Ireland have their own arrangements for supporting employers to access 
apprenticeships. 

 

Accessing money paid 

Once you have paid the levy you will be able to access funding for apprenticeships through the 
new digital apprenticeship service account. 

 
You will be able to use this to pay for training and assessment for apprentices in England.  

 
The service will also help you find training providers to help you develop and deliver your 
apprenticeship programme. 

 
Separate arrangements will be in place in Scotland, Wales and Northern Ireland. 

 

Digital apprenticeship service 

Creating an account 

Online tools for employers will be available via the digital apprenticeship service over the next 
year.  
 

When funds will appear in your digital account 

You will be able to see funds appear in your digital account monthly, a few working days after 

you have confirmed your pay bill and levy contribution to HRMC for the previous month. 
 
This means that the first time you will see any funds in your digital account will be late May 

2017. 
 

Top-ups to the funds in your digital account 

Government will apply a 10% top-up to the funds you have for spending on apprenticeship 

training in England.  
 
That means for every £1 that enters your digital account to spend in England on apprenticeship 

training, you get £1.10. 
 

Expiry of funds in your digital account 

Funds will expire 18 months after they enter your digital account unless you spend them on 
apprenticeship training.  

 
Using levy funds 

In the first year of the levy, you will be able to use the funds in your digital account to pay for 
apprenticeship training and assessment for your own employees.  

 
 



 
Pooling funds in a digital account with other employers in a group structure 

If you are in a group of companies connected for the purposes of paying the levy, your group 
will be able to collect their funds together into one digital account. Your group will do this by 

registering to have multiple PAYE schemes attached to a single digital account. 
 

Employers who operate in England and other parts of the UK 

The levy will apply to employers across the UK. 

 
The amount entering your digital apprenticeship service account will be how much you have 

available to spend on apprenticeship training in England. 
 

Employers that don’t pay the levy 

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

apprenticeship training and assessment until at least 2018.  
 
You will be expected to make a contribution to the cost of this training and government will pay 

the rest, up to the maximum amount of funding available for that apprenticeship.  
 

Using funds – levy-paying employers 

When you agree to buy apprenticeship training from a particular training provider and the 

apprenticeship has started, monthly payments will be automatically taken from your digital 
account and sent to the provider.  

 
This spreads the cost over the lifetime of the apprenticeship. 
 

Buying training if you don’t have enough in your digital 

account 

If you pay the levy, you may find that over the course of an apprenticeship the funds in your 
digital account aren’t enough to cover the full cost of the apprenticeship training and assessment 
you’d like to buy.  

 
When this happens, you will set a price with the training provider and Government will provide 

some support to help meet the additional costs. Support is available, up to the maximum amount 
of funding available for that apprenticeship. 
 

What you can spend apprenticeship funding on? 

Funds in your digital account, and funding provided by the government through co-investment, 
can only be used towards the costs of apprenticeship training and end point assessment.  
 

This must be with an approved training provider and assessment organisation. 
 

It can’t be used on other costs associated with your apprentices or wider training effort. For 
example, wages, statutory licences to practise, travel and subsidiary costs, managerial costs, 
traineeships, work placement programmes or the costs of setting up an apprenticeship 

programme. 
 
 

 



 
Extra support for employing 16 to 18-year-old apprentices 

When you take on an apprentice who is between 16 and 18 years old at the start of their 
apprenticeship, you will receive a payment to help meet the extra costs of employing them.  

 
This will be paid to you through the training provider. 
 

Extra support for employing apprentices with additional needs  

To help meet extra costs, you will receive the same payment as you do when you recruit a 16 

to 18-year-old apprentice, if you recruit: 
 an apprentice who is between 19 and 24 years old and who has an Education and Health 

and Care Plan provided by the local authority 
 a 19 to 24-year-old who has been in the care of the local authority 

 

If you recruit an apprentice with additional learning needs such as dyslexia, other learning 
difficulties or disabilities, government will make a payment directly to the training provider to 

help them with the extra costs of supporting the apprentice’s learning. 
 
Funding for English and maths training 

Apprentices have to meet a minimum standard in both English and maths up to Level 2.  
 

There are specific qualifications they must achieve. If your apprentices don’t already have these, 
they may need to do an English or maths course. 
 

Government pay providers directly, for the Level 1 and 2 English and maths training.  
 

Who provides the training 

You can only spend the funds in your digital account or access government support for 

apprenticeship training delivered by an approved training provider. 
 

For more information or help 

A copy of the full guidance is available from:  
 

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

work/apprenticeship-levy-how-it-will-work 
 
Please contact British Furniture Manufacturers' Association (BFM) 

 
Clare Centre, Wycombe Road, Saunderton, Buckinghamshire, HP14 4BF 

 
T: 01494 569124  E: mikedimond@bfm.org.uk  W: www.bfm.org.uk/ 

 

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

