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What counts as your paybill 

Total earnings subject to Class 1 Secondary NICs

Calculating what you have to pay 

0.5% of entire paybill

How to pay the levy 

Employers will calculate, report and pay their levy to 
HMRC, through the PAYE process alongside tax and NI 

 Corporation Tax deduction 

Any Apprenticeship Levy payment to HMRC will be 
allowable for Corporation Tax

Calculating the levy for connected companies or charities 

One £15k allowance for the group

Q.  Regarding group companies - will this apply to groups or 
different employing entities? 

 You will have to look to the group structure and speak to your 
FD regarding how many legal entities there are. 

 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.

Q.  We have all our smaller companies registered under the 
same employee tax reference. Can we separate these and 
create new tax references to avoid paying the fee on some of 
our smaller companies? 

 You would need to look at the Finance Bill with your legal team 
and the rules surrounding these. Draft legislation in relation 
to the levy includes an anti-avoidance section and we would 
recommend you read and understand the potential implications 
of any actions in this regard. 

Q.  How will the allowance be calculated for connected 
companies?

 Where a group of employers are connected they will only be 
able to use one £15,000 allowance. The definition of connected 
companies is the same as the definition used with the 
Employment Allowance. The government intends to introduce 
an amendment to the Finance Bill 2016 concerning the allocation 
of the levy allowance. The amendment will mean that if you are 
part of a group of connected employers, you must decide what 
proportion of the levy allowance each employer in the group will 
be entitled to. This decision must be taken at the beginning of the 
tax year and will be fixed for that tax year. Each employer will then 
calculate what they have to pay through the same processes set 
out above, but using their portion of the £15,000 allowance.

Q.  Will the local council be treated in the same way as other 
companies?

 Local councils, along with other public bodies who employ more 
than 250 staff, will be set targets for the number of apprentices 
who work for them in England. The government wants to ensure 
that the public sector is a model employer in this regard, leading 
by example and employing a significant proportion of apprentices 
to develop a skilled workforce for the future. We expect this target 
to be set at 2.3% of headcount. 

Q.  Will local authorities have individual levy pots or will there 
be a combined one across all local councils?

 If the local authority is a registered organisation and has one PAYE 
code then it will have an individual levy pot. 
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Q.  Will the 0.5% charge remain the same or increase per 
financial year? 

 There is no indication it is going to change at this stage, but like all 
taxes it could be subject to change each year. 

Q.  Will the £15k allowance increase or remain the same each 
financial year?

 The government have so far given no indication that the £15k 
allowance will change. 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. For example, 
if your levy liability in month one is £1,000 you will not pay the 
levy and your allowance in month two will be £1,500. If you have 
some unused allowance in a month, but paid the levy previously in 
the tax year, you can receive a credit which you can use to offset 
against your other PAYE liabilities. The credit will also reduce the 
amount of levy paid.

Q.  Will the paybill be based on 2016/17 payroll data, an average 
over a couple of years or simply what was paid in April 2017 
and projected for the year?

 You will pay the levy on your entire paybill at a rate of 0.5% 
each month. Organisations will calculate, report and pay the 
levy to HMRC, through the PAYE process alongside tax and 
NICs. If organisations have calculated that they will pay the 
Apprenticeship Levy, they will need to declare this and include 
it in their usual PAYE payment to HMRC by the 19th (or 22nd if 
reported electronically) of the following month. 

Q.  If we run a salary sacrifice scheme does it reduce the levy? 

 No. Anything subject to Secondary Class 1 NIC falls under the levy. 

Q.  Will the levy apply for agency workers who are engaged via a 
contract for services and effectively work for a client?

 You need to confirm with your payroll team, but anything that 
falls under your payroll as Secondary Class 1 NIC is applicable 
towards the levy. Contractors who are paid through a third 
party will fall under their PAYE not yours. 

 As Apprenticeship Training Agency (ATA) usually employs 
apprentices themselves, they will therefore be eligible to pay 
the levy (if their  is above £3 million per year). This means they 
will be able to use funds in their own digital account to pay for 
training and assessment costs. The government acknowledges 
that some employers will want to use the funds in their digital 
account to pay for training of apprentices employed by an ATA. 
The government will make an assessment of the pros and cons 
of any approach before providing further information in July.

Q.  Do we include employees in Scotland, Wales or Channel 
Islands when calculating our payroll bill? 

 Yes - the levy payment is based on your entire UK paybill, however 
you are only able to reclaim and spend your English proportion. 
The non-English proportion of the levy payments are distributed to 
the devolved nations for them to spend as they wish. 

Q.  We are a construction company, and are paying the CITB, are 
there any further developments, as it looks as if we will have 
to pay both levies from April 17?

 Some industries already operate levy systems, or other collective 
training arrangements. If you already contribute to one of these, 
you will still be required to pay the Apprenticeship Levy. The CITB 
will be consulting with their members on potential changes to 
their existing levy arrangements.

Q.  What constitutes as ‘training’ that levy funds can be  
used against? 

 Funds in your digital account plus 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.

Q.  Is there an outline of what information is required for 
registering for the levy? 

 Online tools for employers will be available via the Digital 
Apprenticeship Service over the next year. You will be able to 
register to create your account from January 2017 and you’ll 
be able to familiarise yourself with the service. Levy-paying 
employers will be able to use the service to pay for the training 
and assessment of apprentices from April 2017. When you’ve 
registered, you’ll need to verify your PAYE schemes and link them 
to your account.
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Accessing money paid under the 
Apprenticeship Levy 

Available January 2017 Can pool group of companies 

Register online account –  
Digital Apprenticeship Service

English portion can be spent Non English will not  
be available 

UK levy 

Late May 2017 Expire 18 months later  
if not spent

Funds available

Q.  Do employers have to claim back the 0.5% or does it 
automatically appear in your digital account?

 Once you have paid the levy to HMRC you will be able to 
access funding for apprenticeships through your new Digital 
Apprenticeship Service account. You will be able to see funds 
appear in your digital account monthly, a few working days after 
you have confirmed your paybill 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. 

Q.  Is there a 10% top up from government to your levy pot? 

 Yes, the government will apply a 10% top-up to the funds you 
have for spending on apprenticeship training in England. They 
will apply the top-up monthly, at the same time the funds enter 
your digital account. That means for every £1 that enters your 
digital account to spend in England on apprenticeship training, 
you get £1.10.

Q.  If we pay the levy monthly, can we only access the amount 
we have paid so far or will we be able to access the amount 
predicted for the whole financial year?

 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. This means when you buy 
apprenticeship training through the Digital Apprenticeship 
Service, you don’t need to have enough funds in your digital 
account to cover the entire cost of the training at the start. 
As payments are taken from the digital account monthly, you 
just need to have enough funds in your account to cover the 
monthly cost of each apprenticeship you have chosen. You will 
see funds entering your digital account each month as you pay 
the levy, and funds leaving the account regularly each month as 
you pay for training.

Q.  If we wanted to take on 100 apprentices, are we likely to 
need to spread their start dates over the year to enable 
us to be able to access the funds we need? Starting 100 
apprentices in May 2017 it seems unlikely we’d have enough 
money in our ‘pot’ to pay for the first month training for all 
100? What would happen if our levy pot goes negative?

 As above, payments are made monthly. However, If 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 
the government will provide some additional support to help 
you meet the additional costs. You will be asked to make a 
contribution to the extra cost of training and to pay this directly 
to the provider. You will be able to spread this contribution over 
the lifetime of the apprenticeship. As both you and government 
make a payment, this is called ‘co-investment’.

Q.  Do training costs include the cost of a degree if part of a 
Degree Apprenticeship?

 If this is a mandatory part of the apprenticeship programme 
then yes as the training costs include the qualification and 
training including the apprenticeship – be it a degree or 
professional qualification. 

Q.  Must all apprenticeship training funding be paid via the 
Digital Apprenticeship Service (DAS)? Or will employers be 
able to procure and pay directly if their levy payment doesn’t 
cover all costs?

 When levy paying employers 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. See the answer above for co-investment information. 

 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. When we ask you to start using 
the Digital Apprenticeship Service to pay for apprenticeship 
training, we will help you to prepare.

 When the new funding system begins in April 2017, you can 
choose the training you’d like your apprentices to receive, an 
approved training provider and an assessment organisation 
using the registers available on the Digital Apprenticeship 
Service. The government will ask you 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. The government will ask you to pay this directly 
to the provider and you will be able to spread it over the life 
time of the apprenticeship, to a schedule you agree. More 
details on the proposed rate of government support will be 
provided in July 2016 and confirmed in October 2016.
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Q.  Will a levy paying employer also have to pay an employer 
contribution?

 If you pay the levy, you will only have to pay additional 
contributions if, 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 the 
government will provide some government support to help you 
meet the additional costs. More details around this will be released 
in July 2016. 

Q.  As a council we pay other organisations because they pay  
for our payroll services. Will their pay be included in the  
levy calculation?

 It really depends on your payroll structure and who is paying the 
National Insurance – this is who will be paying the levy. 

Q.  Is there a minimum spend for each apprentice regardless of 
the levy we have?

 Every Apprenticeship Standard and framework will be placed in a 
funding band. The funding band will set the maximum amount of 
funding that can be used towards training and assessment costs, 
over the length of each apprenticeship. The same funding bands 
will apply to all employers paying for apprenticeship training. The 
government will publish a set of detailed funding rules that will 
provide further information on exactly how apprenticeship funding 
can be used. They are expected to publish a draft set in October 
2016 and finalise them in December 2016.

Q.  If a company does not recruit any apprentices and the funds 
are only available for 18 months, are other organisations able 
to draw down this funding, therefore gaining extra funding 
over and above the levy they have paid, as is currently the 
case for levies paid via ECITB? 

 Yes – essentially. We are expecting the government to have central 
pot to fund the non-levy paying employer’s apprenticeship training 
and any co-investment. Whatever levy is not reclaimed and spent 
by a levy paying employer after 18 months will go into this pot. 
However employers won’t be able to specifically access a certain 
employer’s un-used levy. 

Q.  Are there expected to be age restrictions on funding as there 
is now?

 There are no restrictions for Trailblazer Apprenticeship Standards 
and we expect that there will be no age restrictions (16+) 
under the 2017 funding rules. We expect confirmation in July. 
The government have announced that 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. More details will be provided in July. 

Q.  What if you don’t use all of your levy? I.e. if our levy is  
£25k pm and we fund one apprenticeship do we lose the rest 
of the money? 

 Funds will expire 18 months after they enter your digital account 
unless you spend them on apprenticeship training. This will 
also apply to any top-ups in your digital account. For example, 
funds entering your account in September 2017 will expire in 
March 2019, unless you have spent them. The account will work 
on a first-in, first-out basis, through either payment or expiry. 
Whenever a payment is taken from your digital account it will 
automatically use the funds that entered your account first. This 
will minimise the amount of expired funds.
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Buying the apprenticeship training

Q.  Is it likely employers will hold off starting apprenticeships 
until April 2017 to ensure they can maximise the levy pot?

 We don’t see companies with an established apprenticeship 
programme holding back due to the levy. However, for those 
employers introducing new apprenticeships programmes we 
may see small pilots between now and April but the majority 
of new starts being from April 17 onwards. Employers will have 
to weigh up the pros and cons of benefitting from generous 
government funding (currently up to 90% of the cost of a 
programme) that is payable outside of the levy for the duration 
of the programme for starts up until April 2017, verses waiting 
until after next April and utilising their levy pot but paying for 
potentially 100% of the costs. 

Q.  Will the training providers increase the fee for older 
apprentices? 

 Unsure – we can’t speak on behalf of other training providers. 
We find it difficult to imagine why the price would be higher 
for an older apprentice as the funding bands will be the same 
regardless of the age of the learner. 

Q.  When setting an agreed price does this mean the cost can’t 
rise? e.g. if degrees went to £10k pa two years into a Degree 
Apprenticeship

 Correct – the price set at the time you purchase the training will 
remain at that cost for the whole programme.

 It’s also worth noting that if a university charges more than the 
maximum government levy funding amount, the employer will 
have to pay the amount over and above this themselves. 

 If you negotiate a price with a training provider that is more than 
the maximum allowed by the funding band, then you must pay 
the difference between the band maximum and the agreed  
price, in full. You won’t be able to make this payment from your 
digital account.

Q.  Can the £15k allowance be spent on training?

 No – the allowance of £15,000 is to offset against your 
organisation’s levy liability. The levy allowance is not a cash 
payment and cannot be used to purchase apprenticeship training.

Digital  
Apprenticeship service Available

Select apprenticeship All employers Jan 17

Select provider and  
assessment organisation All employers Jan 17

Post vacancies All employers Jan 17

Set agreed price Levy paying Autumn 2016 - 
Spring 2017

View available funds Levy paying May 17

Pay for training and assessment Levy paying May 17
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Buying the apprenticeship training

Levy paying employers

Non - levy paying employers

Co-investment top up  
if insufficient fundsAgreed priceLevy pot

Monthly deductions  
over life of apprenticeship 

paid to provider

Agreed price and  
payment scheduleEmployers own funds Invoiced by provider

Co-investment with  
government

Q.  Can we draw down levy funds for employees who have 
completed an apprenticeship qualification but are not 
employed as apprentices? 

 No – every single apprentice you have working for you has 
to sign an apprenticeship agreement (not necessarily an 
employment agreement), and start an apprenticeship with you 
after April 2017 to be eligible for levy funding, however they do 
not have to have ‘apprentice’ in their job title. 

Q.  Could a current employee on a contract of employment, then 
have a contract of apprenticeship too?

 Existing staff will be eligible as long as the apprenticeship 
is relevant to their role and the most appropriate way of 
progressing/developing the learners career as a result i.e. 
upon completing the apprenticeship the member of staff will 
be promoted, given more responsibility, or moved into a more 
senior role. The apprentices would have to sign an apprentice 
agreement, however this would not affect their existing 
employment contract. 

Q.  Will the Digital Apprenticeship Service enable employers to 
stop making payments to providers?

 Yes – levy paying employers will use the Digital Apprenticeship 
Service to stop or pause payments, for example, if:

 • Your apprentice stops their training

 • Your apprentice takes a break from training

 • You haven’t received the service you agreed with the provider

Q.  What’s your view of the viability of sub-contracting in the 
levy world?

 All training providers will now be registered on the Digital 
Apprentice Service system as an approved provider therefore 
payments will be made directly to them going forwards. 
Existing sub-contracting arrangements will no doubt be 
affected by this. 

Q.  If you are a sub-contractor and start to draw money through 
the levy, rather than through the lead college, are you then 
liable to SFA Ofsted inspections?

 Yes – you are. 
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What you can spend apprenticeship funding on

Q.  Will the government incentive payments (for 16 – 18 year 
olds) be paid direct to the employer then rather than into  
the levy?

 These incentive payments will be paid to you via the training 
provider. More details will be provided in July.

Q.  Can you claim for apprentices with higher qualifications than 
the apprenticeship?

 The government is expected to release funding rules related 
to the levy in July. Currently, to be eligible for funding, if the 
apprentice has prior qualification(s) then they must be of 
at a lower level than the level of the apprenticeship they 
are applying for. If an apprentice has a qualification already 
at the same level as the apprenticeship they are seeking to 
commence, then funding may be available, but only if the 
apprentice requires a significant amount of new learning to take 
place to undertake their role. 

Q.  Can a graduate study for a professional qualification as an 
apprentice? For example an economics graduate employed 
by us and studying for ICAEW. 

 Under current funding rules, a graduate with a Level 6 Degree 
is able to progress to a Level 7 Apprenticeship Standard. We 
expect the Level 7 Professional Accounting Standard, which will 
include the ICEAW qualification, to be ready for delivery from 
September 2017 onwards. The funding rules for April 2017 
onwards are expected to be confirmed in July. 

Q.  If someone with, for example a BA arts degree wants to do  
a Level 4 foundation degree in health care are they  
still excluded?

 Yes, under current funding rules apprentices who have 
successfully completed a qualification at any level are not 
expected to start an apprenticeship at a lower level. They would 
be excluded for funding under current funding rules as they 
already have a Level 6 qualification.

Q.  I know that employers can’t claim/use the money for the 
paybill of NI/Scotland/Wales BUT can you use the money in 
your pot for employees in these countries?

 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. Apprenticeships are a devolved policy, 
which means that authorities in each of the UK nations manage 
their own apprenticeship programmes, including how funding is 
spent on apprenticeship training. Scotland, Wales and Northern 
Ireland have their own arrangements for supporting employers 
to access apprenticeships.

 To calculate how much you will have to spend through the 
English system, the government plan to use data that they 
already hold about the home address of your employees. 
They’ll use this data to work out what proportion of your  
paybill is paid to employees living in England. For example, 
if 100% of an employers’ paybill is to employees with home 
addresses in England, they will get 100% of their levy  
payments in their Digital Apprenticeship Service account. 
If 80% of an employer’s paybill is to employees with home 
addresses in England and 20% to those living in devolved 
administrations, then 80% of their levy payment will appear  
as funds in their account.

Q.  Will there be guidelines on what the incentive payments can 
be spent on? I.e. if anything can it be put towards salaries?

 Yes – we expect the guidance in July, but we believe that the 
incentive payments can be spent however an employer chooses. 

Q.  Is an apprenticeship training costs agreed for each individual 
new joiner or based on estimations in advance? 

 That is between you and your training provider to agree within 
your commercial arrangement. 

Q.  Should employers spread the intake of apprentices to ensure 
that enough levy funds are available for their training?

 You will need to plan start dates carefully if you are planning 
to use your full allowance. Remember that if 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 the 
government will provide some additional support to help you 
meet the additional costs. You will however be asked to make a 
contribution to the extra cost of training and to pay this directly 
to the provider. 

Apprenticeship training and assessment only

With an approved provider

What is excluded?

Other costs associated with your apprentices or wider 
training effort

16-18 year old incentive payments

Other financial support available for apprentices with 
different needs
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Q.  We offer apprenticeships to existing employees – are will 
able to use the levy to fund these?

 Existing staff will be eligible as long as the apprenticeship 
is relevant to their role and the most appropriate way of 
progressing/developing the learners career as a result, i.e. upon 
completing the apprenticeship the member of staff will be 
promoted, given more responsibility, or moved into a more  
senior role.

Q.  Can the levy be used to pay university fees for those 
completing an industrial placement with an organisation?

 No – the levy funds can only be used to pay for a university 
tuition fees when it is part of an approved Level 6 
apprenticeship. The universities would have to convert their 
programmes that include currently the industrial placement 
into Degree Apprenticeships, which require the learner to be 
employed for the duration of the programme, not just for the 
industrial placement year. 

Q.  Can the levy pot be used to pay for apprentices employed by 
another company?

 The government is aware that some employers will want to 
use funds in their digital account to pay for apprenticeship 
training of other employer’s apprentices, for example, someone 
in their supply chain. They will make an assessment of the pros 
and cons of any approach, including the trade-offs with other 
design choices, before providing further information in July.

Q.  We are an employer and a training provider. Will our training 
department need to register as a provider on the DAS?

 Yes – you must be registered as an approved training 
organisation. There will be guidance on this from the 
government on this and the ROTO ‘Register of Training 
Organisations’. 

Q.  We currently offer stand alone NVQ’s, we are a centre 
registered with an Awarding Body, but we are not on ROTO, 
do we have to offer apprenticeships?

 Yes - you must be registered as an approved training 
organisation on the ROTO. 
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Q.  Can an apprentice start on a traditional framework after  
the levy comes in, if an appropriate new standard isn’t in 
place in time?

 Yes, the levy funds will be able to be used to pay apprenticeship 
training that’s either a new Apprenticeship Standard, or an 
existing apprenticeship framework. Apprenticeship Standards 
are the new type of apprenticeship developed by employers. 
Each standard covers a specific job role and sets out the core 
skills, knowledge and behaviours an apprentice will need to be 
fully competent in their job role and meet the needs of employers 
in the sector. Standards are developed by employer groups 
known as ‘Trailblazers’. An apprenticeship framework ordinarily 
involves a series of work related vocational and professional 
qualifications, with workplace and classroom based training.  
The government will be phasing out frameworks between  
now and 2020, as we move over to the employer-led 
apprenticeship standards.

Q.  If someone starts on a framework after April 2017 does  
the cost come from the levy pot?

 Yes – and that is the big difference compared to now – there will 
be no fully funded frameworks for 16-18 year olds any more. 

Q.  Can Training Provider charge a management fee outside of 
the levy agreement?

 Yes – if they want to as part of a commercial agreement. 
However this isn’t something BPP are planning to do at the 
present time. 

Q.  If an employer wanted to pay the fee for an apprentice up 
front rather than monthly is this allowed?

 No – unfortunately not – from April 2017, these payments 
will be made monthly. In future, the government aims to give 
you more flexibility over the way payments leave your digital 
account.

Q.  For existing staff moving onto an apprenticeship, do 
they keep their post and wages, but the apprenticeship 
programme will last for a certain amount of time, as stated in 
the agreement? Then, following this they carry on as before?

 Existing staff will be eligible as long as the apprenticeship 
is relevant to their role and the most appropriate way of 
progressing/developing the learners career as a result i.e. upon 
completing the apprenticeship the member of staff will be 
expected to be promoted, given more responsibility, or moved 
into a more senior role.

Traditional Apprenticeship 
Frameworks

New Trailblazer Standards

• 500,000 starts per year
• NVQ based
• Switched off within 2-3 years

• 350 in development
• Employer designed
• Up to and including Degree/

Masters

Apprenticeship options 2016/2017


