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Employment Rights Act 1996

1996 CHAPTER 18

[F'"PART 2B

TIPS, GRATUITIES AND SERVICE CHARGES

Requirement to deal with tips, gratuities and service charges]

[F]

27F Independent troncs

(1) In this section “relevant tips” means the qualifying tips, gratuities and service charges

that—
(a) are paid at, or are otherwise attributable to, a place of business of an employer,
and
(b) are paid during a reference period.
(2) Where—

(a) the employer makes arrangements for the total amount of the relevant tips to
be allocated between workers of the employer at the place of business by an
independent tronc operator, and

(b) it is fair for the employer to make those arrangements,
the employer is to be treated as having ensured that the total amount of the relevant

tips is allocated fairly between workers of the employer at the place of business in
accordance with section 27D(1).

(3) Where—

(a) the employer makes arrangements for a part of the total amount of the relevant
tips to be allocated between workers of the employer at the place of business
by an independent tronc operator, and

(b) it is fair for the employer to make those arrangements,

the employer is to be treated as having ensured that that part of the total amount of
the relevant tips is allocated fairly between workers of the employer at the place of
business in accordance with section 27D(1).
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(4) In determining whether it would be fair for an employer to make the arrangements
mentioned in subsection (2) or (3), regard must be had to the relevant provisions of
any code of practice issued under this Part.

(5) Section 27D(2) does not apply to an amount which—

(a) by virtue of subsection (2) or (3), is treated as having been allocated fairly
between workers, and

(b) is payable to the worker by the independent tronc operator.

(6) For the purposes of this section “an independent tronc operator” is a person who the
employer reasonably considers to be operating, or intending to operate, independently
of the employer, arrangements under which—

(a) the total amount of qualifying tips, gratuities and service charges subject to
the arrangements is allocated between workers of the employer at the relevant
place of business by the person,

(b) such allocated qualifying tips, gratuities and service charges are payable to
such workers by the person or by the employer (or partly by the person and
partly by the employer),

(c) amounts payable to workers by the person in accordance with paragraph (b)
are not subject to unauthorised deductions by the person, and

(d) all payments made to workers in accordance with paragraph (b) are payments
to which paragraph 5(1) of Part 10 of Schedule 3 to the Social Security
(Contributions) Regulations 2001 (S.I. 2001/1004) (payments disregarded in
the calculation of earnings)—

(i) applies by virtue of the payments meeting the condition in paragraph
5(3) of that Part, or

(i1) would apply by virtue of the payments meeting the condition in
paragraph 5(3) of that Part if the modifications in subsection (7) were
made to paragraph 5 of that Part.

(7) The modifications are—
(a) each reference to a “secondary contributor” is to be read as a reference to an
“employer”;
(b) each reference to an “earner” is to be read as a reference to a “worker”.

(8) The Secretary of State may by regulations—

(a) amend the definition of “independent tronc operator” in this section in
consequence of the making of social security contributions regulations, and

(b) consequentially amend any other provision of this Part.

(9) In this section—
“reference period” means a period of at least one day, as determined by the
employer from time to time;
“social security contributions regulations” means any regulations making
provision related to social security contributions of employers or workers;
“unauthorised deduction” means a deduction that is not required or
authorised to be made by virtue of a statutory provision.]
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