
 
From 1 October 2024, the Employment (Allocation of 
Tips) Act 2023 comes into force, meaning all employers 
are legally obligated to ensure their workers are allocated 
100% of any tips or service charges (minus tax or National 
Insurance deductions) received. 
The Act applies to employees, workers and eligible agency 
workers. Unite, the trade union for hospitality workers 
anticipate these changes will benefit over four million 
workers in the UK. 

How does it work?
Any tips paid by customers on or after 1 October 2024, 
where the employer has control or significant influence 
must be allocated fairly to workers. Examples of qualifying 
tips include voluntary service charges and tips made by 
credit cards paid into the employer’s bank account before 
distribution. 
Not all tips are covered by the Act e.g., where a worker 
receives a cash tip, with no employer control or involvement.
Tips must be paid in full (minus tax and NIC deductions) and 
made no later than end of the month following the month 
which the customer paid the tip. Certain employers need a 
written tipping policy and records of tips allocated.
Workers cannot contract out of their legal rights to receive 
allocated tips or consent to tip reduction and can bring 
Employment Tribunal claims if the employer breaches their 
obligations to allocation.

What should businesses do to prepare for the change?
The Code of Practice on Fair and Transparent Distribution 
of Tips provides guidance on the changes. The Code is not 
legally binding but employers should familiarise themselves 
with it, as well as look at reviewing their allocation systems, 
record keeping, and written policy, especially factors 
relevant to “fairness” in the Code. 
Arranging a consultation with staff about tipping is a good 
starting point to ensure everyone understands the new rules 
and how allocations will operate.
If you would like assistance in ensuring  
your business is prepared or for further  
advice, the employment lawyers at 
Hethertons will be here to help.
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