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Apprenticeship Levy Flowchart 
 

The Apprenticeship Levy comes into effect in April 2017. 
This flowchart is designed to help recruiters understand their liability to pay the levy. Recruiters need 

to consider the pay bill for their own staff as well as for temporary workers they supply to clients. 
 

How does the employment business (EB) 
engage the individuals supplied to its 

client? 

 
 
 
 

Through an umbrella which 
employs or contracts directly 

with the individual: the 
individual’s pay will count 

towards the umbrella’s pay bill. 
 

If this is the case, then the levy 

will be a matter for commercial 
negotiation re whether EB 

charges an amount upwards to 
client or umbrella absorbs in 

existing margin. 

 
PAYE direct: The 

individual’s pay will count 
towards the EB’s pay bill. 

 

 
 

 
Is the engagement 

inside IR35? 

 
Yes 

 

EB must payroll 
individual whose 

pay counts 
towards pay bill. 

 
 
 

 
 
 

Public 

sector 
 
 
 
 
 
 

No 

 
Through another 

intermediary such as a PSC 

 
 
 

 
Is the engagement in 

the public or private 
sector? 

 
 

Private 

sector 

 

 
How does the employment business 

(EB) calculate the levy? 

 
The EB does not payroll 
the individual and so 
payment to PSC does not 
count towards EB pay 
bill. 

 

0.5% of pay bill* (subject to annual 

£15,000 National Insurance allowance) 

 
 

 
Yes Does the monthly pay bill exceed the No 

monthly NICs allowance (£1,250)? 

 
 

 

Levy sum is due (unless 
credit available from 

overpayments made in 
previous months). 

No levy sum payable that 
month 

 

Payment How does the employment business 
(EB) pay the levy? 

Overpayment 

 

 

Payment 
The EB will have to pay the levy at the same time as paying over tax 

and NICs to HMRC i.e. by the 14th day after the end of the tax 
month or 17th day if payment made electronically. In England, 
HMRC will lodge levy funds into EB’s digital account. Scotland,  

Wales and Northern Ireland will have their own rules with regards 
to accessing their funds. (We will keep members updated). 

Overpaid levy? 
(1) Refund in the form of PAYE credit will be given in 

subsequent months for levy overpaid in previous 

months 
(2) at the end of tax year, overpaid levy will be used 

to offset other PAYE liabilities 
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*This is set out in Regulation 147B of the Income Tax (Pay As You Earn) (Amendment) Regulations 
2017 which reads: 

 
“‘monthly pay bill’ means the total amount of earnings paid by a person in a tax month on which 
Class 1 secondary contributions are payable but for the condition in section 6(1)(b) of the 
Contributions and Benefits Act (liability for Class 1 contributions)(f).” 

 
 

This is further explained in HMRC guidance here which states: 
 

“Your annual pay bill is all payments to employees that are subject to employer Class 1 secondary 
National Insurance contributions (NICs) such as wages, bonuses and commissions. You must include 
payments to: 

 
• all employees earning below the Lower Earnings Limit and the Secondary Threshold 
• employees under the age of 21 
• apprentices under the age of 25 

Your pay bill doesn’t include: 

• earnings of employees under the age of 16 
• earnings of employees who aren’t subject to UK NICs legislation 
• earnings on which Class 1A NICs are payable, such as benefits in kind” 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document has been created for REC Corporate Members for information only. It is not a substitute 
for legal advice on related matters and issues that arise and should not be taken as providing specific 

legal advice on any of the topics discussed. 
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https://www.gov.uk/guidance/pay-apprenticeship-levy
https://www.gov.uk/national-insurance-rates-letters/contribution-rates
https://www.gov.uk/national-insurance-rates-letters/contribution-rates
https://www.gov.uk/guidance/rates-and-thresholds-for-employers-2017-to-2018

