
Apprenticeship Levy: 
  

Questions and Answers (November 2016 Update)  
 

Introduction  
The government has set out its vision for Apprenticeships until the year 2020 which 
includes the introduction of an Apprenticeship Levy1. The Association of Employment 
and Learning Providers recognises that the Apprenticeship Levy will drive engagement by 
larger employers in high-quality Apprenticeships, a drive which we believe strongly will 
positively impact on:  
 
 the prospects of sustained employment and progression for an individual’s career  
 bottom-line productivity returns for employers and  
 the economic health of the nation through an enhanced skills base.  
 
This Q&A document outlines our current broad understanding of the Levy proposals as 
they apply to England (separate arrangements may apply in the devolved nations) and to 
make clear current AELP policy on a number of issues. It is not intended to be exhaustive 
and we strongly recommend reference to official documentation to ascertain the details 
of the levy and its workings. Links are provided towards the end of this document. 
 
 
1. When will the levy begin? 
HMRC will set out the rules and will collect the Levy; draft regulations are now available 
at https://www.gov.uk/government/publications/draft-legislation-regulations-for-the-
calculation-payment-and-recovery-of-the-apprenticehip-levy . 
 
The Levy is set at 0.5% of payroll per annum. It will be collected on a monthly basis, 
based on ‘live’ HMRC payroll data from April 5th 2017, bringing into scope all directly 
employed employees but not contractors, including all payments made through payrolls 
but not ‘benefits’. It will be applied to ‘groups’ of companies but not franchisees. 
According to the above regulations companies should “make provision for the due date 
of the Apprenticeship levy to be by the 19th (or 22nd if you report electronically) of the 
following month.” Levy payments will therefore be available for expenditure from the 
new Digital Apprenticeship Service (DAS) from mid-May 2017. 
 
The new funding rules surrounding the levy will come into force from May 1st 2017. All 
Apprenticeships that start prior to this day will do so on the current system, and will 
retain that system through to completion. No part of levy funding can be used by 
employers or providers to pay for anything related to Apprenticeships that commenced 
prior to May 5th 2017. 

 
After this date the new funding system, rules and regulations will apply to all starts on 
both frameworks and standards. 

 

                                                           
1 Useful links: https://www.gov.uk/government/publications/apprenticeships-in-england- vision-for-
2020  
https://www.gov.uk/government/publications/apprenticeship-trailblazers-evaluation-final-report  
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2. Who will the Levy apply to?  
The Levy will be calculated on 0.5% of the payroll bill of all employees across the whole of the UK 
including Scotland, Wales and Northern Ireland. However there will be a £15,000 allowance for Levy 
payers meaning that employers with a payroll bill of less than £3m will not pay the Levy at all. In broad 
terms this means that employers with around 150 reasonably paid employees will pay a Levy.  
 
3. How will it work? 
In at least the first year there will be two systems of payment for Levy and non-Levy payers. Levy payers 
will be able to use the funds in their DAS account to pay for costs related to the training and assessment 
of their own employed Apprentices. If the levy account is exhausted at any time, the employer must pay 
any balance in full. 
 
Levy funding can only be used for the funding of training towards Apprenticeships of workers who place 
of work is primarily designated as being in England. It cannot be used for any other purpose, including 
paying Apprentice wages nor for initial assessments and/or diagnostics. 
 

a. Levy-paying employers 
The employer will pay the tax and their DAS account will be credited with that amount for a 
period of 24 months. The government will apply a 10% top-up to monthly funds entering levy 
payers digital accounts. Employers will then be able to use the funds in the account for up to 
that amount to pay a provider or providers of choice for the cost of the apprenticeship training 
and assessment. Funds will stay “live” for two years from payment, after which they can no 
longer be accessed for use in Apprenticeship funding. 
 

b. Non levy-paying employers 
Non levy-paying employer – and levy payers who have exhausted their levy accounts – can 
access unlimited numbers of Apprentices via co-investment. Under this, employers will 
contribute 10% of the negotiated price and the provider will draw the remaining 90% from the 
public purse. Note that the provider must evidence that the employer has paid their 
contribution before any public money can be drawn. 

 
In at least the first year of operation, levy funding can only be used to train Apprentices within the levy-
paying company itself. In subsequent years it is anticipated that employers may also be allowed to 
spend some of their allocated funds on apprenticeships for employers in their supply chain. It could be a 
percentage of their tax paid such as 10%. We believe however that this will be a significant complication 
to funding and should not be introduced until the core system settles down and is proved to work.  
 
4. How much can be drawn down for each apprentice?  
All Apprenticeship standards and frameworks will be allotted to one of 15 bands that specify the 
maximum amount of public money available to be used against its cost. Actual prices will be negotiated 
between the employer and provider. Prices for training may exceed the cap, but the excess balance 
must be met in full by the employer – levy funding cannot be used for this purpose. AELP is opposed to 
the concept of negotiation of pricing in Apprenticeships and has strongly called for fixed rates to be set 
in preference as this would be a simpler system to manage and predict, and prevent a “race to the 
bottom” on pricing that can only compromise quality. 
 
The draft bandings that have been announced are: 
 



 
 
Negotiated prices towards which the bands above apply DO NOT include any required provision for 
English and maths training and qualifications up to and including Level 2 – costs for levels beyond this 
however must however be met by the employer themselves. Maths and English provision to Level 2 is 
priced at a flat rate of £471 for at least the first year. This funding is drawn by the provider through the 
Individualised Learning Return (ILR) mechanism. 
 
Payments for learning support for Apprentices are also not included in the above caps, and the 
mechanisms in force remain as they currently stand. These are outlined in AELP Briefing Paper #29: 
Guide to Post-16 Funding for Learners with Special Educational Needs and Disabilities (SEND). 
 
However, it is important to note that the source of funding to the provider for English and maths and 
learning support for delivery to levy-paying companies will be via some form of auxiliary contract with 
the SFA, the details of which have not yet been made clear. For delivery to non-levy paying employers 
however, English and maths funding and learning support up to £150/mth must be drawn from the 
allocation given to the provider during the procurement round that takes place during November 2015. 
 
 
5. How will it work for the devolved nations?  
The estimate is that around £2.5bn will be collected across the UK and approximately £2bn will apply to 
England. It will be allocated to each nation dependent on the residency of the workforce – so if a levy 
paying employer has 20% of their workforce living in Wales and 80% in England, then 20% of its levy 
payments will be allocated to Wales and 80% will be allocated to England. The English levy allocation 
can only be spent at workplaces in England (with some limited exemptions such as the Armed Forces), 
but this can be done irrespective of the place of residence of the Apprentices themselves.  
 
Note that funding arrangements for delivery at workplaces outside England are devolved and therefore 
workplaces outside England should seek guidance form the respective devolved government as to how 
levy payments there can be accessed and spent.  
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6. Will the employers paying the Levy have to pay any further contributions? 
If their levy accounts have been exhausted, they will pay 10% of the cost of training. If the cost of 
training exceeds the banding for that particular standard or framework, the employer must pay the full 
amount of the excess balance. 
 
7. Will there be any incentive to recruit 16 – 18 year olds?  
16-18 year old Apprentices at employers with headcounts of 50 or less are fully funded and no 
contribution from either the levy account or the employer is required. Additionally, all 16-18 year old 
Apprentices (and those aged 19-24 with an EHC or who are care leavers) will attract an additional 
payment of £1000 to BOTH the employer and the provider.  
 
8. Over what period can Levy contributions be spent?  
Levy contributions made in any tax year remain in scope for expenditure by the contributing company 
for 24 months – for example, Levy contributions made in April 2017 will remain live until March 2019, a 
period of 24 months. Funds will be expended in the order in which they are paid, maximising the 
amount of time they are ”live”. 
 
9. Will this affect the numbers of SMEs involved in Apprenticeships?  
The levy is likely to increase overall employer engagement in Apprenticeships and grow the market 
significantly. Our concern is that structurally this growth will largely be achieved through larger (levy-
paying) employers taking on mainly older and higher-level Apprentices, which will have the effect of 
reducing opportunity for young people and disadvantaged groups. 
If non-levy paying companies (most of which are SMEs) have to contribute one third of the cost of the 
training, we believe many of them will not take on apprentices at all, including some who have done so 
in the past. As the productivity impact of the Apprenticeship programme is greatest for SMEs, this is 
why we do not support the requirement for mandatory cash contributions.  
 
10. Which training providers will be able to deliver the training for employers?  
Any organisation wishing to enter into a contract to deliver Apprenticeship training to an employer must 
be accepted on to the new Register of Apprenticeship Training Providers (RoATP). 
 
There are three routes to entry: 

a. Main route – to be eligible for selection by levied employers to deliver Apprenticeship training, 
or to be selected by another main provider to work as a subcontractor. 

b. Supporting route – for organisations that offer a specialist service (such as English or maths 
training) but do not offer complete Apprenticeship training, or for those who only want to 
deliver as a subcontractor. Note if your aggregated subcontract delivery in any one year does 
not exceed £100k you do not need to register. This means that freelance trainers and assessors 
are generally not required to register. 

c. Employer-provider route – for employers who want to provider training to their own staff only, 
or to act as a subcontractor to their appointed main provider for delivery to their own staff. 
 

The application process will determine your financial health, capability and capacity to deliver 
Apprenticeships to a satisfactory standard. The Register is currently open until November 25th 2016, and 
thereafter will open four times a year for new applications. Once accepted on to the RoATP, your 
organisation may deliver Apprenticeships in line with the regulations for whichever entry route was 
used. 
 
In general, your organisation should not have an overall Ofsted grade less than 3 to be accepted on the 
RoATP, although an overall 4 with an Apprenticeship grade of 3 may be allowable. AELP does not agree 
with this rule and believes that no overall Grade 4s should be allowable on the Register at all. 
 

https://www.gov.uk/government/collections/register-of-apprenticeship-training-providers


For delivery to non-levied organisations, you will (for 2017-18) additionally require a contract allocation 
from the Skills Funding Agency from which you will fund all training, English, maths, employer incentives 
and learning support requirements. The procurement process is also open until November 25th 2016 
although results are unlikely to be made public until at least March 2017. In subsequent years it is 
anticipated that the DAS will be used to fund all Apprenticeship delivery to levied and non-levied 
organisations alike, and the need for contracts will no longer be in place. 
 
11. How will the government control the overall spend?  
This is by no means clear. The amount of Levy collected from large employers, less the amounts given to 
Scotland, Northern Ireland and Wales will be allocated to the large employers’ virtual accounts.  
 
This funding is expected to pay for: 

a. Apprenticeship delivery to levied organisations via the DAS 
b. 10% “top-ups” to individual DAS accounts 
c. Apprenticeship delivery to levied organisations who have exhausted their DAS accounts (this is 

not capped) 
d. Apprenticeship delivery to non-levied organisations via contract allocations to providers 
e. English and maths qualifications to Level 2 
f. Employer and provider incentives 
g. Learning support costs 
h. STEM subject uplifts 
i. Geographical uplifts 

 
We estimate that around half of existing apprentices are employed by companies who will pay the Levy. 
The government has said that only 2% of companies in the UK will pay the Levy but that is a misleading 
figure, as a large proportion of businesses in the UK are micro businesses and do not have employees at 
all, let alone employ apprentices.  
 
The government’s own research tends to indicate that levied employers in the main will expect to draw 
on at least some if not all of the levy money they have paid in, which could well give rise to a shortfall in 
funding for any or all of points b-c above in some circumstances. The “employer-led” nature of 
negotiated pricing also means the government have almost no control over what sectors the money is 
spent in – so if (for example) employers decide that the levy should mainly be spent in high-cost capital-
intensive engineering programmes for older workers, then this will reduce opportunities for lower-level 
service industry opportunities for young people, or on areas in which there are acknowledged skills 
shortages such as Care. 
 
However, many large employers may not spend their full allocations which means that the government 
may well save much of its current £1.5bn investment. We believe the government must be prepared to 
make that investment in SMEs, as we believe the large employers will indeed spend most of the funds 
generated by the Levy.  
 
12. Links 
Government 5-year vision for Apprenticeships 

• https://www.gov.uk/government/publications/apprenticeships-in-england- vision-for-2020  
 
Government webpage giving overview of levy and its functioning 

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

 
Documents released 26th October 2016 

• Apprenticeship funding in England from May 2017 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/562445/The_apprenticeship_levy_how_will_employers_respond.pdf
https://www.gov.uk/government/publications/apprenticeships-in-england-%20vision-for-2020
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
http://mail.aelp.co/NLI/LE35.ashx?a=CD499FC764BEB89A5F60D75899D8FD4C25A065A1D46D3037639CD31EA82E0DEB&b=B840F4BFEDABCEF91D216B183F7B901B


• Apprenticeship frameworks: funding bands from May 2017 
• Apprenticeship standards: funding bands from May 2017 
• Supporting quality and employer choice through a new register of apprenticeship training providers 
• Apprenticeship funding: how it will work 
• Equality analysis: apprenticeship funding policy from May 2017 
• Costs and behaviours in the 16 to 18 apprenticeship system: a report by Frontier Economics and CFE 

Research 
• The apprenticeship levy: how will employers respond? 
• Apprenticeship funding: rules and guidance for levy-paying employers 
• Apprenticeship funding: draft rules for employer-providers 
• Apprenticeship funding: draft rules for training providers 
• Draft apprenticeship performance management rules 2017 to 2018  

 
Apprenticeship technical Funding Guide, released 9th November 2016 

• Apprenticeship technical funding guide  
 
Government research into employer responses to the levy 

• https://www.gov.uk/government/publications/the-apprenticeship-levy-how-will-employers-respond 
 
Guide to funding for SEND/LLDD 

• AELP Briefing Paper #29: Guide to Post-16 Funding for Learners with Special Educational Needs 
and Disabilities (SEND). 
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