Understanding the Apprenticeship Levy: A Guide for
UK Employers

What Is the Apprenticeship Levy?

The Apprenticeship Levy is a UK government initiative introduced in April 2017 to encourage
employers to invest in apprenticeship training. It supports the development of skills across industries
by funding high-quality apprenticeships.

Who Pays the Levy?

o All UK employers with an annual pay bill over £3 million must pay the levy.
e The levy is charged at 0.5% of your total annual pay bill.
e Each employer receives a £15,000 annual allowance to offset against their levy liability.

How Is the Levy Paid?

Processed Through Payroll:

e The levy is calculated monthly using your pay bill (total employee earnings subject to Class 1
National Insurance).

e |tisreported and paid to HMRC via the PAYE system using your Employer Payment Summary
(EPS).

e The monthly levy payment = 0.5% of that month’s pay bill, minus a portion of the £15,000
annual allowance.

e Real Time Information (RTI) submissions must include levy data to remain compliant.

5% Example: If your monthly pay bill is £500,000, your levy due would be:

0.5% of £500,000 = £2,500.
If you have not used your £15,000 allowance, it will reduce this amount.

How Are Levy Funds Used?

Your levy payments are stored in a Digital Apprenticeship Service (DAS) account, which you can use
to:

o Fund approved apprenticeship training and assessments



o Train new or existing staff, regardless of age
e Support apprenticeships from Level 2 to degree level

Funds expire after 24 months if unused.

What If You Don’t Pay the Levy?

o Employers with a pay bill under £3 million don't pay the levy but can access 95% co-

investment from the government.
o Small employers (fewer than 50 employees) training 16-18-year-olds may get 100% of costs

covered.

Benefits of Apprenticeships

o Build a skilled, motivated workforce

e Address skills shortages
o Improve staff retention and productivity



