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Apprenticeship Levy Update 

The Apprenticeship Levy:  Here’s how your company will be affected 

if you pay £3m+ in wages 

 

The government is targeting the creation of 3 million apprenticeships in the UK by 

2020. To fund this growth in England, a major policy shake-up has been confirmed: as 

of April 2017, all employers will pay 0.5% of their pay bill into the Apprenticeship 

Levy.  Although large employers will be able to access their share of the levy plus a 10% 

government top-up to finance the training of apprentices, any funds not spent will 

permanently expire after 18 months.  

 

Perhaps the key commercial question then is whether the Levy effectively forces your hand 

into taking on multiple apprentices to recoup some of the costs.  

 

The answer will depend on your organizational needs as well as your ability to painlessly 

take on apprentices within your existing management structure. It may be less hassle for you 

to do nothing and simply pay the Levy – after all, Levy funds can only be used against the 

cost of training an apprentice and so you will still be required to pay their salaries. However, 

with an appropriate apprenticeship scheme in place the Levy can be seen as less of a tax and 

more of a subsidy towards taking on cost-effective and impactful staff.  

 

The common assumption that apprentices are less productive than university graduates does 

not necessarily hold true. Advantages to hiring apprentices include:  

 

 Lower costs  

 Plug a skills gap  

 Benefit from dynamic young talent with the career-oriented nous to avoid the debt-

trap of higher education  

 Motivate your existing workforce through leadership and management opportunities + 

free up their time for higher-level work  

 

Ultimately, you will need to find the fit that works for your organization: once you register as 

an apprentice provider the range of choices includes the apprentice’s age; area; level of study; 

and the training provider (they are Ofsted accredited).  

 

To this end, it is advised to begin piloting a limited number of apprentices as soon as possible 

to learn and prepare for the Levy’s introduction next year. 

 

Policy Summary - The Short Read 

 

As of April 2017, all public and private sector organizations will have a levy allowance of 

£15,000 per year to offset against the levy. This effectively means that only employers with 

an annual pay bill of £3 million or more will be affected by the Levy. 
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Apprenticeship Levy Update 

 

Ex #1: A non-levy paying company: 

Levy amount: 0.5% x £1,000,000 annual pay bill = £5,000 

Deduction: £5,000 levy - £15,000 allowance = £0 annual levy payment 

 

Ex #2: A levy-paying company: 

Levy amount: 0.5% x £4,000,000 annual pay bill = £20,000 

Deduction: £20,000 levy - £15,000 allowance = £5,000 annual levy payment 

 

Employers will calculate, report and pay the levy to HMRC through the PAYE process along 

with tax and NICs. Employers that are liable to pay the apprenticeship levy will need to 

declare this and include it in their usual PAYE payment to HMRC by the 19th of the 

following month, or 22nd if done electronically. 

 

Once the levy has been paid to HMRC, employers will be able to access a digital account. 

The account will provide access to funding for the training of apprentices and practical help 

for employers to find training providers and develop their apprenticeship program.  

 

Levy-paying employers will be able to register to create an account from January 2017. The 

digital account service for the training and assessment of apprentices will be available from 

April 2017, while funds will first appear in the account towards the end of the following 

month. In addition, the government will apply a 10% top-up to the monthly amount into 

employers’ digital accounts.  

 

On a monthly basis, funds in the digital account that have not been spent for the past 18 

months will expire. As such, the Levy will act as a tax on all levy-payers unless they hire one 

or more apprentices and use the levy funds to offset the cost of their training. So, an employer 

paying a £15,000 levy will be able to offset this amount against the training cost of 5 

apprentices assuming a £3,000 training cost per apprentice. Levy funds will not be available 

to offset against apprentices’ salaries. In addition, apprentices who began training before 

April 2017 will be funded under the terms applicable at the beginning of their apprenticeship 

and will not be affected by the introduction of the Levy in April 2017. 

 

For the “Long Read” version of the policy summary or for an informal chat surrounding your 

options as an employer please do not hesitate to get in touch. Our Step Forward Programme 

works with really motivate school leavers across London who are working towards a NVQ Level 

3 qualification in Business Administration, IT, Accounting and Social Media & Digital 

Marketing.  

Kyle O’Brien – kyle.obrien@the-challenge.org or 07785627452.  
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