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(57) ABSTRACT 
A computer-implemented method for allocating gratuities is 
disclosed that includes employing at least one processor 
configured to execute computer-executable instructions 
stored in memory to perform the following acts: receiving 
transaction information from a point of sale, wherein the 
transaction information comprises at least gratuity data for 
each of a plurality of transactions during an accounting 
period; receiving employee information from the point of 
sale, wherein the employee information comprises at least 
hours worked for each of a plurality of employees during the 
accounting period; receiving gratuity distribution rules for 
allocating gratuities among at least a portion of the employ­
ees; and determining a gratuity allocation for each appli­
cable employee of the plurality of employees based on at 
least the received transaction information, the received 
employee information, and the received gratuity distribution 
rules. Also disclosed is a computer-implemented system for 
managing gratuity allocations. 

13 Claims, 9 Drawing Sheets 
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SYSTEM AND METHOD FOR MANAGING 
GRATUITIES 

RELATED APPLICATION 

This application is a non-provisional application of and 
claims priority to and the benefit of U.S. Patent Application 
No. 61/696,569, filed Sep. 4, 2012, the disclosure of which 
is incorporated herein by reference in its entirety. 

BACKGROUND AND SUMMARY 

The present disclosure is related to a system and method 
for managing gratuities, and more particularly to calculating, 
allocating, and distributing gratuities among service 
employees. 

In the hospitality industry and many other service based 
businesses, it is customary for customers to give a gratuity 

2 
ment, at least one processor is remote from the point of sale 
and may be a cloud computing system. 

Receiving the transaction information and employee 
information for the accounting period may further include 

5 receiving a computer-readable file containing the transaction 
information and the employee information for the account­
ing period, and storing the received transaction information 
and the received employee information in a database, and 
may include receiving the computer readable file from the 

10 point of sale via the Internet. 
The method may also include determining a total gratuity 

amount for the accounting period from the transaction 
information, and determining the gratuity allocation for each 
of the plurality of employees based on the total gratuity 

15 amount for the accounting period. 
The method may also include classifying each of the 

plurality of employees to one of a plurality of gratuity 
groups based on a job function of the employee; and wherein 
determining the gratuity allocation for each employee fur-

20 ther comprises: allocating gratuities to form a gratuity pool 
for each gratuity group based on the gratuity distribution 
rules and allocating the gratuity pool for each gratuity group 
between the employees of the gratuity group based on the 
distribution rules. 

or tip to one or more employees who perform the purchased 
service. Although a customer may primarily interact with 
one employee of the business, such as a waiter or waitress, 
many other employees have assisted to varying degrees in 
supporting the service provided to the customer. In a res­
taurant, for example, a host may seat the customer, a busser 25 

may clear the table, a food runner may deliver food to a 
table, a bartender may prepare and/or serve alcoholic bev­
erages, and other employees may similarly provide specific 
services for the benefit of the customer during their dining 
experience. At the conclusion of a restaurant transaction, the 
customer generally gives a gratuity to the server or adds the 
gratuity to the amount paid for the meal. The gratuity may 
then be shared among the employees who assisted in pro­
viding service to the customer, or aggregated and distributed 
among the employees according to customs or practices of 

Allocating the determined group gratuity between the 
employees of the group may also include determining a total 
of the hours worked by each employee of the group for the 
accounting period, and allocating a portion of the gratuity 
pool for the gratuity group to each employee of the group 

30 corresponding to a ratio of the hours worked by that 
employee to the total hours worked of the group. 

Allocating the determined group gratuity between the 
employees of the group may also include receiving an 
assigned gratuity factor for each of the plurality of employ-

35 ees, and allocating at least a portion of the gratuity pool for 
the gratuity group to each employee based upon the employ­
ee's assigned gratuity factor. 

a given business or industry. The sharing of gratuities has 
often been manually calculated and documented with ad hoc 
record keeping, complicating compliance with tax and labor 
regulations. Even when properly computed, existing sys­
tems for gratuity sharing have not provided easy access to 
the gratuity sharing data. As such, there remains a need for 
systems and methods for managing gratuities that provide 
both employers and employees with accurate and timely 
allocations of gratuities in a cost-effective manner. 

Determining the gratuity allocation for each of the plu­
rality of employees may further include determining a total 

40 of gratuities received by a first group of employees; and 
allocating a portion of the total of gratuities received by the 
first group of employees to a second group of employees 
based on the distribution rules. 

Determining the gratuity allocation for each of the plu-
45 rality of employees may further include determining total 

cash sales during the accounting period from the transaction 
information, determining a total cash gratuity from the total 
cash sales, and allocating the total cash gratuity to the 

Presently disclosed is a computer-implemented method 
for allocating gratuities that includes employing at least one 
processor configured to execute computer-executable 
instructions stored in memory to perform the following acts: 
receiving transaction information from a point of sale, 
wherein the transaction information comprises at least gra- 50 

tuity data for each of a plurality of transactions during an 
accounting period; receiving employee information from the 
point of sale, wherein the employee information comprises 

plurality of employees based on the distribution rules. 
The method for allocating gratuities may also include 

communicating the determined gratuity allocation for each 
employee to an employer payroll system and distributing the 
determined gratuity allocation to each employee through a 
payroll check. The method may also include providing a at least hours worked for each of a plurality of employees 

during the accounting period; receiving gratuity distribution 
rules for allocating gratuities among at least a portion of the 
employees; and determining a gratuity allocation for each 
applicable employee of the plurality of employees based on 
at least the received transaction information, the received 
employee information, and the received gratuity distribution 
rules. 

55 web-portal configured to be accessed by employees, wherein 
the web-portal is configured to display the determined 
gratuity allocation for a given employee, and providing a 
web-portal configured to be accessed by an employer, 
wherein the web-portal is configured to display the deter-

60 mined gratuity allocation for the plurality of employees. The 
method may also include, upon determining the gratuity 
allocation for a given employee, notifying the employee via 
at least one of a text message, an email, or an instant 

The method may also include allocating to each appli­
cable employee the determined gratuity allocation for that 
employee. In embodiments, the transaction information is 
sales data for the plurality of transactions during the 65 

accounting period, and the transactions are service transac­
tions provided by the plurality of employees. In an embodi-

message of the determined gratuity allocation. 
In embodiments, the method is used for each of a plurality 

of employers and gratuity distribution rules may be received 
from each of the plurality of employers, with the gratuity 

TOAST, INC. EXHIBIT 1001 
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distribution rules received from one employer being differ­
ent than the gratuity distribution rules received from at least 
one other employer. 

Also disclosed is a computer-implemented system for 
managing gratuity allocations that includes at least one 5 

processor coupled to at least one memory configured to 
execute the following computer-executable components 
stored in the at least one memory: a database configured to 
store transaction information and employee information, 
wherein the transaction information comprises gratuity data 10 

for each of a plurality of transactions during an accounting 
period, and wherein the employee information comprises at 
least hours worked for each of a plurality of employees 
during the accounting period; a configuration module con-

15 
figured to receive gratuity distribution rules for allocating 
gratuities among at least a portion of the employees; a 
processor configured to determine a gratuity allocation for 
each of the plurality of employees based at least on the 
transaction information, the employee information, and the 20 

distribution rules; and a reporting module configured to 
report the determined gratuity allocation for each of the 
plurality of employees. 

4 
FIG. 7 is a third screen of an exemplary configuration 

module; 
FIG. 8 is a first screen of an exemplary employer web­

portal; and 
FIG. 9 is a second screen of an exemplary employer 

web-portal. 

DETAILED DESCRIPTION OF THE DRAWINGS 

Embodiments of the presently disclosed system and 
method relate to the management of gratuities. Referring 
generally to FIGS. 1 through 3, embodiments of the system 
and method for managing gratuities are illustrated. For 
purposes of illustration, the system and method may be 
described with reference to a restaurant setting. The system 
and method may be applied in other settings, such as hotels, 
casinos or other organizations in the hospitality or other 
industries that receive and distribute gratuities among at 
least a portion of the employees. 

Referring now to FIG. 1, a system 100 for managing 
gratuities is illustrated. In an embodiment the gratuity man­
agement system 100 includes a processor 102 and a database 
104. The system 100 communicates with systems to receive 
transaction information and employee information for man­
aging gratuities. By way of illustration, the system 100 may 
receive transaction information from a point of sale system 
110. The point of sale system 110 may provide a record of 
sales transactions. Each transaction information associated 
with the sales records may include the type of transaction 

In embodiments, the system for managing gratuities also 
includes an interface component configured to receive the 25 

transaction information from the point of sale and to com­
municate the transaction information to the database to be 
stored, and configured to receive the employee information 
from the point of sale and to communicate the employee 
information to the database to be stored. 30 ( e.g., cash or credit card), the amount of the transaction, and 

the amount of a gratuity associated with the transaction. The 
transaction information may also include the employee who 
processed the transaction ( e.g., a server or bartender) as well 
as the date and time of the transaction. Other information, 

The system may also include means for receiving trans­
action information from a point of sale and storing the 
received transaction information in the database, and means 
for receiving employee information from a point of sale and 
storing the received employee information in the database. 

In some embodiments, the reporting module may include 
web-portal configured to be accessed by employees, wherein 
the web-portal is configured to display the determined 
gratuity allocation for a given employee, and a web-portal 
configured to be accessed by an employer, wherein the 
web-portal is configured to display the determined gratuity 
allocation for the plurality of employees. 

In another embodiment, the reporting module is config­
ured to communicate with an employer payroll system and 
to communicate the determined gratuity allocations to the 
employer payroll system. 

BRIEF DESCRIPTION OF THE DRAWINGS 

35 such as credit card processing fees or items purchased, may 
be include in the transaction information as desired. 

The gratuity management system 100 may receive 
employee information from an employee records system 
112. The employee information may include biographic 

40 information about each employee such as a job title or code 
( e.g. server, host, busser) that may be used to determine how 
the employee participates in the gratuity system. The 
employee information may also include work record data, 
such as the hours for each employee. The employee records 

45 system 112 may be a time keeping system used to track the 
hours worked by employee. In some embodiments, the 
employee records system 112 and the point of sale system 
110 may be components of a management system used for 
administering the service business. 

Reference is made to the accompanying drawings in 50 

which particular embodiments of the invention are illus­
trated as described in more detail in the description below, 

In embodiments, the point of sale system 110 and the 
employee records system 112 may be discrete systems in 
communication with the presently disclosed system for 
managing gratuities. In other embodiments, the point of sale 
system 110, the employee records system 112, and perhaps 

in which: 
FIG. 1 is a schematic view of a gratuity management 

system; 
FIG. 2A is another schematic view of a gratuity manage­

ment system; 
FIG. 2B is another schematic view of a gratuity manage­

ment system; 
FIG. 3 is a graphic illustration of a exemplary distribution 

rules; 
FIG. 4 is a flow diagram illustrating application of the 

gratuity management system; 
FIG. 5 is a first screen of an exemplary configuration 

module; 
FIG. 6 is a second screen of an exemplary configuration 

module; 

55 other systems are integrated into a restaurant management 
system 108. As such, the gratuity management system 100 
may interface with one or more components of such a 
restaurant management system 108 to acquire the necessary 
transaction and employee information. In the restaurant 

60 context, a combined point of sale system 110 and employee 
records system 112 may assign each employee a unique user 
identification number, which may be used both for logging 
that employee's working hours (e.g. a time-clock applica­
tion) as well as recording transactions ( e.g. customer orders) 

65 entered and completed by the employee. In some embodi­
ments, the point of sale system 110 and/or the employee 
records system 112 may be implemented in cloud computing 
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systems reducing the burden on businesses to host these 
systems using local computing resources. The gratuity man­
agement system 100 may similarly be implemented in a 
cloud computing system that interfaced with the cloud-based 
point of sale and/or employee records systems. A business or 5 

other user of the gratuity management system may therefore 
select computing resources to implement various elements 

may be determined and the gratuity distributed to the 
employee. In this embodiment, the gratuity management 
system 100 may rely on transaction and employee informa-
tion already received to determine the cashed-out employ­
ee's allocation. If additional transaction information or 
employee information is received that would affect the 
allocation to the cashed-out employee, the gratuity manage­
ment system 100 may recalculate the gratuity for the pre­
viously cashed-out employee and apply any adjustment or 
correction to a future gratuity or payroll distribution to 
ensure the proper distribution of income to that employee. 

of the systems, and the gratuity management system pres­
ently disclosed is contemplated to operate in conjunction 
with both local and cloud-based point of sale and/or 10 

employee records systems. 
The management of gratuities for a given business or 

organization may be defined by the customs and practices of 
the business as well as applicable regulations. To account for 
the variation in gratuity management practices, the gratuity 15 

management system 100 receives gratuity distribution rules, 
such as from a client (e.g. a restaurant), that are used to 
determine the allocation of gratuities for the client's busi­
ness. In one embodiment, the gratuity management system 
100 includes a configuration module 106 that may be used 20 

to establish the distribution rules to be applied by the system 

The employer is therefore able to determine and distribute 
gratuity allocations in real-time or near real-time benefiting 
the employees and reducing the burden on the employers. 

After the conclusion of an accounting period, the gratuity 
allocation for each employee may be determined. The gra­
tuity management system 100 may then communicate with 
a business records system 116 that may include a payroll 
component 118. The business records system 116 is config­
ured to receive the determine gratuity allocations for use in 
distributing the gratuity payments to employees. In some 

as described in more detail below. 
The gratuity management system 100 receives the trans­

action information, employee information, and distribution 
rules as noted above. Using this information, the system 100 
determines a gratuity allocation for each employee who 
should receive a portion of the gratuities collected. For 
purposes of this disclosure, employees may be generally 
characterized as a gratuity-generating employee, a gratuity­
receiving employee, or a non-participating employee. A 
gratuity-generating employee may be defined as an 
employee who receives a gratuity from a customer. Servers, 
bartenders and valets are common examples of gratuity­
generating employees. A gratuity-receiving employee is 
defined as an employee who is allocated at least a portion of 
a gratuity received by a gratuity generating employee. Hosts, 
bussers and barbacks are common examples of gratuity­
receiving employees. Servers, bartenders and valets are also 
gratuity-receiving employees, as such, any given employee 
may be both gratuity-generating and gratuity-receiving, 
depending upon the service provided and the nature of the 
business. In addition, a business may have non-participating 
employees who neither receive nor benefit from gratuities. 
Such non-participating employees may include kitchen or 
cleaning staff and employees in management level positions. 
The customs and practices of a given business or industry, 
as well as, applicable labor regulations may determine 
whether a given individual is eligible to participate in the 
distribution of gratuities. The gratuity management system 
100 determines how to allocate the gratuities collected by or 
on behalf of the gratuity-generating employees among the 
gratuity-receiving employees based upon the transaction 
information, employee information, and distribution rules 
for the given business. 

The determined gratuity allocation for each employee 
represents the amount of gratuity to be allocated to that 
employee based on the transaction information, employee 
information, and distribution rules discussed above. Gratuity 
allocations may be performed on a periodic basis, referred to 
herein as the accounting period. Some businesses may 
allocate gratuities for each shift, each day or each week. 
Gratuities are typically allocated at least as frequently as the 
payroll period for the business so that gratuities may be 
distributed in the employees' paychecks. In one embodi­
ment, the gratuity management system 100 is configured to 
allow an employer to "cash-out" one or more employees at 
the end of an employee's shift so that the gratuity allocation 

instances, the business records system 116 may determine 
that an employee has received an insufficient allocation of 
gratuities to comply with applicable regulations and an 

25 adjustment may be made to that employee's pay to com­
pensate for the shortfall in gratuities received. Embodiments 
of the system 100 may interface directly with a payroll 
component 118. For example, the system 100 may commu­
nicate with a payroll system so that the determined gratuity 

30 allocation is added to the employee's next paycheck. In 
some embodiments, the payroll component 118 of the busi­
ness records system 116 may be a third-party payroll man­
agement system, however, the gratuity management system 
100 may be configured to communicate with a third-party 

35 system in the same marmer as described above. In a similar 
manner, the gratuity management system 100 may generate 
a report of employee's gratuity income, where the report is 
configured for submission to the Internal Revenue Service 
and/or state or local tax authorities for purposes of reporting 

40 gratuity income. 
In some embodiments, the business records system 116 

and/or payroll component 118 may be integrated with the 
point of sale system 110 and the employee records system 
112, all as part of an integrated restaurant management 

45 system 108. In other embodiments, one or more of the 
business records system 116 and/or the payroll component 
118 may be separate systems. In one example, the payroll 
component 118 may be a third-party payroll service selected 
by the restaurant to process payroll for its employees, and 

50 the gratuity management system 100 may communicate 
directly with the payroll processor to distribute gratuities to 
the employees. 

The gratuity management system 100 may also allow for 
employees and employers to access relevant portions of the 

55 data stored in the system. In one embodiment, the system 
100 includes a web-portal 120. The web-portal 120 may be 
configured to allow employees access to their own deter­
mined gratuity allocation so that the employee may view 
their accumulated gratuities following an accounting period. 

60 The system 100 may also be configured to notify an 
employee of the employee's gratuity allocation through a 
text message, an email, an instant message or other similar 
notifications. In other embodiments, the system 100 may be 
configured to post the gratuity allocation for an employee to 

65 the employee's web-based social network profile where the 
employee may access the information. Employee access to 
the gratuity allocation data may be limited through the use 
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of usernames and passwords such that each employee may 
access only the gratuity information relative to that 
employee. The system 100 may also permit an employee to 
view the data from which the gratuity allocation was deter­
mined, such as the employee's hours worked or total gra­
tuities received that employee. In some embodiments, a fee 
may be assessed for the employee's use of the system, which 
may be deducted from the gratuities otherwise allocated to 
the employee. Other information may be made accessible as 
appropriate for the employee and the business involved. 

The web-portal 120 may also provide for access by an 
employer, such as the manager or owner of the business. 
Through the portal, the employer may access information on 
all employees and the data from which the gratuity alloca­
tions were made. The system 100 may also include a 
reporting module configured to report the determined gra­
tuity allocation for each of the plurality of employees. The 
reporting module may also be configured to provide other 
management reports. In one embodiment, the system 100 
generates a report of total gratuities allocated to each 
employee during a payroll period to assist in documenting 
compliance with minimum wage regulations and income tax 
withholding requirements. The system 100 may also include 
non-web based means for accessing the data and may 
generate notifications or alerts to assist an employer in 
managing the business. In this manner, the gratuity man­
agement system 100 may substantially streamline the pro­
cess of calculating and distribution gratuities, while also 
generating timely and accurate business compliance records. 

The gratuity management system 100 may store the 
gratuity data, as well as the transaction information and 
employee information from which the gratuity allocations 
were produced. The information stored and the duration of 
that storage may be selected based upon the requirements of 
the business and regulatory or tax requirements. In one 
embodiment, the gratuity data is retained for at least six 
years. Employees may retain access to the gratuity data for 
the required duration even after termination of their employ­
ment. In this manner, the gratuity management system 
allows a business, such as a restaurant, to ensure that gratuity 
data will be available to both current and former employees 
without requiring the former employees to contact the 
business directly. 

Referring now to FIG. 2A, a logical view of a gratuity 
management system is illustrated. A client, such as a res­
taurant, may have a server 200 and a database 202 for storing 
transaction information and employee information, as well 
as a back office accounting management system 204 that 
handles accounting and payroll functions. In embodiments, 
the gratuity management system includes an interface com­
ponent 206 that integrates with the business's systems to 
extract the transaction information and employee informa­
tion to be used in determining the gratuity allocations. The 
example of an interface component 206 in FIG. 2A is labeled 
"Grat Sync Client Application" and is indicated as being 
installed on server 200. 

In an embodiment, the interface component 206 extracts 
transaction and employee information and creates a com­
puter-readable file containing at least a portion of the trans­
action information and the employee information for use by 
the gratuity management system. The computer-readable file 
is communicated to the database 214 and stored for use by 
the processor 212 in determining the gratuity allocations for 
each of the employees. The computer-readable file may be 
an XML file containing transaction information and the 
employee information in a standardized format for commu­
nication to the database. Other file formats may be used, 

8 
such as text or database files, and may include proprietary or 
standardized file formats. In this manner, the interface 
component 206 may be adapted to interface with a variety of 
client systems of different types without requiring modifi-

5 cation to the database or processor. In yet other embodi­
ments, the interface component 206 gather configuration and 
setting information from rest of the gratuity management 
system on a periodic basis. In one embodiment, the interface 
component 206 initiates all communication with other com-

10 ponents of the gratuity management system improving the 
security of the system. In other embodiments, one or more 
of the business's systems and the gratuity management 
system may be cloud-based, and the communication 
between the gratuity management system and cloud-based 

15 business system may be through dedicated interfaces. In 
such embodiments, the interface component 206 may 
include an application progrannning interface defined and 
implemented so that the gratuity management system is able 
to extract the necessary transaction information and 

20 employee information from the cloud-based business sys­
tems. 

In one embodiment, the processor 212 and the database 
214 are provided in a cloud computing system 210 acces­
sible over the Internet 208. The processor 212 and/or the 

25 database 214 may accept incoming data from the interface 
component 206. The incoming data may be preprocessed 
and/or stored in the database 214 for further subsequent use. 
The system may then provide access to the determined 
gratuity allocations through an employee interface 216, that 

30 may include a web-portal, text message, email, instant 
message, or posting on social media website. The system 
may also provide an employer interface 218, such as the 
web-portal for employer use described in FIG. 1. The 
employer interfaced 218 may also provide access to the 

35 configurations module (shown in FIG. 1) for establishing the 
distribution rules and configuration the gratuity management 
system for a given business or organization. Depending 
upon the level of security required, the employer interface 
218 may also communicate with the back office accounting 

40 management system 204, which may include business 
records and a payroll system for distributing the allocated 
gratuities to the employees. In this manner, the interface 
module enables the system to automatically gather the 
transaction information and employee information, and 

45 communicate the determined gratuity allocations back to the 
client's systems. As illustrated in FIG. 2A, the processor 212 
is remote from the client's point of sale. In this manner, the 
processor 212 may service multiple points of sale for a client 
as well as multiple clients. In yet other embodiments, the 

50 point of sale system may be implemented in a cloud com­
puting system, and the gratuity management system 100 
interfaces with the cloud-based point of sale system using a 
cloud to cloud replication or synchronization. In a cloud to 
cloud system, the interface component 206 still facilitates 

55 transfer of the data from the point of sale system to the 
gratuity management system for use in determining the 
gratuity allocations. 

Referring to FIG. 2B, in another embodiment, the gratuity 
management system may be implemented to operate locally 

60 on a client's computing system, where the client server 200 
and database 202 may provide the processor and database 
for the gratuity management system. This configuration may 
be particularly effective for cruise ships or other environ­
ments with limited connectivity to external computing 

65 resources. The gratuity management system may also be 
integrated into a restaurant management system, such as the 
restaurant management system 108 that includes a point of 
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sale system and an employee records system. By way of 
illustration, the operator of a cruise ship may prefer to host 
the gratuity management system using onboard computing 
systems to reduce the need for communication to or from the 
cruise ship while the ship is at sea. Other businesses may 5 

also prefer locally implemented systems due to connection 
limitations, security concerns, or preferences regarding the 
business's information technology infrastructure. 

Regardless of the particular implementation selected, the 
gratuity management system provides a valuable service to 10 

the employees of the business by providing accurate and 
timely determinations of gratuity allocations. 

The operation of the gratuity management system may be 
further illustrated through selected examples. By way of 
example, a business may elect to organize its gratuity- 15 

receiving employees into groups. As used herein, a "group" 
represents a set of employees who are given similar treat­
ment for the purpose of determining gratuity allocations. A 
group may have one or more employees (i.e. members). An 
employee may belong to a different group depending upon 20 

the function the employee is performing during an account­
ing period. For example, an employee may work as a server 
during one shift, and work as a bartender during a different 
shift. In one example, a business may define five groups 
using the configuration module of the system, with the five 25 

groups being: servers, bartenders, food runners/bussers/ 
barbacks, sommelier/stewarts/captains, and hosts. 

10 
gratuity management system may treat the declared cash 
gratuity as money received by the employee, and deduct the 
amount of the declared cash gratuity from the total gratuity 
allocated for that employee when distributing the allocated 
gratuities to the employees. If the declared cash gratuity 
exceeds the total gratuity allocated to an employee, the 
employer may require the employee to turn over a portion of 
the cash gratuity or otherwise offset the employee's com­
pensation to achieve the appropriate gratuity allocation. 

In other embodiments, a business may impose an imputed 
cash gratuity distribution rule. An imputed cash gratuity is 
the minimum amount of cash gratuity deemed to have been 
received based on the total cash sales by a particular 
employee. An imputed cash gratuity may be used in lieu of 
or in addition to declared cash gratuities. For example, a 
business may establish a distribution rule that requires 
employees to declare cash gratuities but that imposes an 
imputed cash gratuity if the declared cash gratuities are less 
than a value established by government regulation ( e.g. 8% ). 
Alternatively, the minimum value for imputed cash gratuity 
may be established by the customs of a given business or 
industry, or may be agreed to by a service employees union. 
The imputed cash gratuity is used to determine an employ­
ee's required contributions or tip-outs to other employees or 
pools. In addition, the imputed cash gratuity may be 
deducted from the total gratuity amount due to a given 
employee based upon the assumption that the employee 
received at least that amount in cash gratuities. The appli­
cation of imputed cash gratuities may result in a negative 
gratuity allocation for a given employee, which indicates 
that the employee has retained a portion of the total gratuity 
that should be distributed to other employees. A business 
may elect to require the employee to contribute the defi­
ciency to the employer for redistribution, or alternatively, 

Each gratuity group may be associated with a gratuity 
pool. As used herein a gratuity "pool" represents an aggre­
gation of gratuities to be distributed to the employees of the 30 

group associated with the pool. For example, a portion of the 
gratuities generated by servers and bartenders may be allo­
cated to a host pool, and the total gratuities in the hosts pool 
may be distributed among the members of the hosts group 
for a given accounting period. 35 the gratuity management system may carry the deficiency 

forward to the next accounting period to offset future gra­
tuity allocations to the employee. In this manner, the gratuity 
management system may be used to promote accurate 
reporting of cash gratuities resulting in improvements in the 

In one example, the gratuity management system deter­
mines from the transaction information the total cash sales 
during an accounting period. The system may receive the 
total cash sales as part of the transaction information com­
municated to the system, or alternatively, the system may 
determine the total cash sales from individual transaction 
data contained in the transaction information. The system 
then determines a total cash gratuity amount from the total 
cash sales by applying a distribution rule. In one example, 
the system receives a distribution rule specifying that eight 
percent (8%) of total cash sales are to be deemed as cash 
gratuities. In other examples, the system may determine an 
average gratuity percentage for all credit card transactions in 
the accounting period, and that average gratuity percentage 
may be applied to the total cash sales to determine the total 
cash gratuity. The total cash gratuity may then be allocated 
to one or more employees or one or more gratuity pools to 
be distributed among the employees in accordance with the 
distribution rules. 

In another example, the gratuity management system 
determines a total cash gratuity amount, at least in part, from 
declared cash gratuities received from the employees and 
uses the declared cash gratuities to determine a gratuity 
allocation for each employee. Some businesses require gra­
tuity generating employees to report, or declare, the total 
amount of cash gratuities received by the employee during 
a given accounting period. This declared cash gratuity is 
often recorded along with the transaction information or 
employee information discussed above. Because a declared 
cash gratuity is associated with a particular employee, the 
gratuity management system may apply the appropriate 
distribution rules to that cash gratuity. In addition, the 

40 equitable distribution of gratuities among employees, and 
improvements in account and tax records for the business. 

In another example, the gratuity management system 
determines a total gratuity amount for the accounting period 
from the transaction information and determines the gratuity 

45 allocation for each of the plurality of employees based on the 
total gratuity amount for the accounting period. A distribu­
tion rule may specify that gratuities are to be allocated based 
on the hours worked by each employee relative to the total 
hours worked by all gratuity-receiving employees in the 

50 accounting period. 
In yet another example, the gratuity management system 

receives a classification of the plurality of employees into 
one of a plurality of groups based on the job function of the 
employee. The classification may be received with the 

55 employee information or with the distribution rules, but in 
either case, the classification identifies which group, if any, 
each employee belongs to for purposes of allocating gratu­
ities. After defining the groups, the system may allocate the 
received gratuities to form a gratuity pool for each gratuity 

60 group based on the gratuity distribution rules and then 
allocate the gratuity pool for each gratuity group between 
the employees of the gratuity group based on the distribution 
rules. By way of illustration, in a restaurant having two 
groups, servers and bussers, the gratuities received by the 

65 servers may be allocated 75% to a servers pool and 25% to 
a bussers pool. The servers pool may then be allocated to the 
employees in the server group based on the percentage of 
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erated to determine the allocation for a given employee. In 
one example, an employee who worked 8 hours out of total 
of 80 hours may receive an allocation of 10% of the 
gratuities for a given gratuity pool. If, however, that 

total gratuities generated by each employee in the server 
group. In contrast, the bussers pool may be allocated to the 
employees in the bussers group based on the number of 
hours worked by a given busser divided by the total hours 
worked by all bussers in the bussers group during the 
accounting period. In this manner, separate distribution rules 
may be defined for the allocation of each gratuity pool. 

In another example, the gratuity management system 
allows the portion of the total gratuities received by a first 
group of employees to be allocated to a second group of 
employees based on the number of members in the second 
group of employees. By way of illustration, the portion of 
the gratuities received by the servers group may be allocated 

5 employee was a senior employee with responsibility for 
training new employees, the senior employee may be 
assigned a gratuity factor of 1.5 such that the senior 
employee receives 50% more credit for hours worked. As a 
result, the senior employee would be deemed to have 

10 worked 12 hours out of a total of 84 hours resulting in an 
allocation of 14.3% of the gratuities for a given gratuity 
pool. In this manner, the gratuity factor may be used to 
adjust the allocation of gratuities to reward seniority, skill, or to the bussers group based on the number of members in the 

bussers group. The bussers may receive an allocation of 15% 
if there are greater than or equal to five (5) bussers working 
during a given shift. If fewer bussers are working, the 
allocation may be reduced to account for the increased 
burden on the servers due to the lack of support from the 
bussers. For example, if only four (4) or only three (3) 
bussers work during a shift, the allocation may be reduced 
to 12% or 9% respectively. The specific numbers and 
percentage may be specified in the distribution rules, and the 
number of employees may be determined based on hours 
worked during the given period. In this manner, gratuity 
management system implements a dynamic tip-out system, 
where the percentage allocated to a group is determined at 
least in part by the number of members in that group 
according to the contribution made by that group to provid­
ing the service to the customers. 

15 
special assignnients such as training, as may be appropriate 
for certain businesses. 

In another example, two employees benefit from a gra­
tuity pool containing $500. Employee #1 worked eight hours 
and twenty-two minutes, and is assigned a gratuity factor of 

20 
2. Employee #2 worked six hours and fifteen minutes, and 
is assigned a gratuity factor of 3. For each employee, a 
weighted time worked is calculated by multiplying the 
actual time worked by the gratuity factor resulting in 
weighted time worked for 964 minutes for Employee #1 and 

25 
1125 minutes for Employee #2. Each employee is then 
allocated a percentage of the gratuity pool based on the 
weighted time worked for that employee divided by the total 
weighted time worked by both employees in this example. 
As noted above, the gratuity factor to be may be based on 

In another example, determining the gratuity allocation 
for each of the plurality of employees may include allocating 

30 
one or more criteria, such as seniority, job responsibilities or 
others that may be determined by a given business as 
relevant to the allocation of gratuities within a given pool. 
This example is summarized in the following table. a fixed amount of the gratuities received by a member of a 

first group to a second group of employees provided that the 
gratuities received by the member of the first group are 35 

greater than or equal to a threshold. By way of illustration, 
a restaurant may have a gratuity distribution rule that 
requires each server to contribute a fixed amount to a host 
pool. The host pool may then be allocated among the one or 
more hosts who participate in the host pool. In this manner, 40 

the gratuity allocation to the host pool is not determined as 
a percentage of sales but as a fixed amount contributed by 
each server. A restaurant may further define the distribution 
rule such that a server is only required to contribute the fixed 
amount if that server receives total gratuities greater than or 45 

each to a defined threshold. This may result in a distribution 
rule that requires a server to contribute $10.00 the host pool, 
but only if that server received at least $50.00 in gratuities 
during the shift. The distribution rules may also define other 
variations and permutations such as modifying the fixed 50 

contribution, or providing both fixed and percentage contri­
butions as may be appropriate for the specific business. In 
this manner, the gratuity management system is able to 
efficiently implement a wide variety of economic arrange­
ments that may be desired by businesses that engage in the 55 

allocation of gratuities among various groups of employees. 
In yet another example, the gratuity management system 

receives a gratuity factor for each employee, or each 
employee in a gratuity group. The system then allocates at 
least a portion of the gratuity pool for a given gratuity group 60 

to the employees of that group based on the gratuity factor 
for each employee. The gratuity factor may correspond to an 
assessment of the employee's skill level in a particular job 
function. Alternatively, the gratuity factor may correspond to 
the employee's seniority with the business. The gratuity 65 

factor may be used alone or in combination with other 
factors, such as hours worked or percent of gratuities gen-

Time Worked (t) 
Gratuity Factor (f) 
Weighted Time Worked - (t*f) 

Total Weighted Time Worked (T) 
Percent of Gratuity Pool 
Allocated - ((t*f)/T) 
Allocated Gratuity 

Employee #1 

8 hr. 22 min. 
2 

964 min. 

Employee #2 

6 hr. 15 min. 
3 

1125 min. 

2089 min. 
46.15% 53.85% 

$230.73 $269.27 

In yet another example, the gratuity factor may be deter­
mined from a job code, such that the gratuity allocation 
favors certain job codes over others. The gratuity factor may 
be communicated to the system with the employee data or 
the distribution rules. 

In yet another example, the gratuity management system 
determines a gratuity allocation based upon total sales by a 
given employee. As with hours worked or gratuities gener­
ated, the gratuity management system may determine the 
total sales attributable to an employee and allocate at least a 
portion of the received gratuities to that employee based on 
the total sales by that employee. By way of illustration, 
servers are typically responsible for food sales. A portion of 
the gratuities generated by a servers group may be allocated 
to the servers pool according to a distribution rule based 
upon the food sales generated by each server. The percent of 
total food sales by each server in the servers group is 
calculated, and the servers pool may be distributed to each 
server based upon their respective percentage of total food 
sales. In various embodiments, distribution rules based on 
various sales may be used, such as beverage, wine or liquor 
sales. In yet other embodiments, sales of products or novelty 
items may be factored into the distribution of gratuities. 
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Moreover, either net sales or gross sales, or a custom 
definition of sales, may be used in the computation of the 
gratuity allocation for each employee. 

In yet another example, the gratuity management system 
receives a classification of one or more employees as part of 
a team. As used herein, a "team" represents a set of employ­
ees who work together and are treated as single unit for 
purposes of allocating gratuities. In one example, multiple 
servers handing a large party or banquet may be grouped as 
a team. A team may be a member of a gratuity group and 
may benefit from a gratuity pool just as an individual 
employee would as previously described. Within a team, 
however, gratuities may be allocated uniformly to all mem­
bers. As with groups, teams may be configured and recon­
figured through the configurations module of the gratuity 
management system as employees are assigned and reas­
signed to different roles. 

In yet another example, a restaurant may organize its 
employees into a servers group that generates gratuities and 
a non-servers group that does not generate gratuities. The 
restaurant may establish a distribution rule that each server 
retains a certain percentage, such as 75%, of the total 
gratuities generated by that individual server, with the 
remainder (i.e. 25%) of the generated gratuity being trans­
ferred to a pool to be allocated among the members of the 
non-servers group. The non-server pool may then be allo­
cated to the non-server employees based on another distri­
bution rule. For example, the non-servers pool may be 
allocated according to the number of hours worked by each 
employee in the group relative to the total number of hours 
worked by all employees in the group. 

In various embodiments, the gratuity management system 
implements one or more of the distribution rules described 
above to determine the allocation of gratuities among the 
gratuity-receiving employees of the business. The interac­
tion of example distribution rules may be illustrated through 
an example of a restaurant that uses a point of sale system 
that tracks credit card transactions by server or bartender, but 
that is unable to track cash sales by server or bartender. The 
restaurant classifies its gratuity-receiving employees into 
five groups, namely, servers, bartenders, food runners/ 
bussers/barbacks, sommelier/stewarts/captains, and hosts. 

Using the configuration module, the restaurant establishes 
a set of distribution rules as explained below. For purposes 

14 
314). Similarly, the restaurant establishes a distribution rule 
that 15% of the total cash sales by members of the bartenders 
group are deemed to be generated gratuities by the bartend­
ers group and are distributed in the same percentages as 

5 credit card gratuities. 
After the completion of an accounting period, the inter­

faced component extracts the transaction information, which 
includes at least the cash sale data, credit card sale data, and 
gratuity data, as well as, the employee information that 

10 includes at least hours worked and group classification for 
each employee. The system then determines a gratuity 
allocation for each employee by applying the distribution 
rules (such as those illustrated in FIG. 3) to the transaction 
information and the employee information. The host pool is 

15 allocated to each member of the host group based upon the 
number of hours worked by a given host compared to the 
total number of hours worked by all hosts in the group. The 
food runner/busser/barback pool is allocated to each mem­
ber of the pool based on hours worked with a gratuity factor 

20 applied that rewards those senior bussers who were assigned 
a trainee during their shift. The sommeliers/stewards/cap­
tains pool is allocated to each member of the pool based on 
the hours worked by each member of the group during the 
accounting period. The bartenders pool is allocated to each 

25 bartender based on the percent of hours worked by each 
bartender without consideration of a gratuity factor. Finally, 
each member of the server group is allocated the portion of 
the credit card gratuities generated by that server. Each 
member of the server group is also allocated a portion of the 

30 server pool, which includes a portion of the calculated cash 
gratuities, according to the total hours worked by the given 
server compared to the total number of hours worked by all 
servers in the group during the accounting period. In other 
embodiments, the gratuity allocations may be determined by 

35 other distribution rules based on any of the factors discussed 
above, such as hours, sales, gratuity factors based on skills, 
points, or other metrics deemed important for a given 
business. 

Once the gratuity allocations have been determined for 
40 each employee, the system communicates the determined 

gratuity allocations to a business records system to be 
distributed to the employees, such as in the next scheduled 
payroll. The system also makes the determined gratuity 
allocations available for the employees and employer to 

45 review so that all interested parties can review the gratuity 
allocations. 

of illustration, one possible set of distribution rules is 
depicted in FIG. 3 to illustrate the operation of the gratuity 
management system. For all credit card originating gratu­
ities received by a member of the server group, the generated 
gratuities are allocated 75% to the individual server (illus­
trated by line 300), 15% to the food runner/busser/barback 50 

pool (line 302), 5% to the bartender pool (line 304), 2.5% to 
the sommelier/stewarts/captains pool (line 306) and 2.5% to 
the host pool (308). For all credit card originating gratuities 
received by a member of the bartenders group, the generated 
gratuities are allocated 90% to the bartenders pool (line 310) 55 

and 10% to the food runner/busser/barback pool (312). 
Based upon the restaurant's operating procedures, no other 
groups are expected to be allowed to receive gratuities from 

For ease of illustration, the gratuity allocation process has 
been illustrated with a limited number of employees, groups, 
and distribution rules. As the number of employees, groups, 
and distribution rules increase, the gratuity allocation pro­
cess may become exponentially more complex. The pres-
ently disclosed system, however, extracts the necessary 
information, determines the gratuity allocations according to 
customizable distribution rules that may be specified by an 
employer, and provides the determined gratuity allocation 
for distribution and reporting. In this manner, the system 
substantially reduces the time and expense associated with 
managing gratuities and improves the accuracy of record 
keeping systems. customers. 

Referring now to FIG. 4, another illustration of the 
gratuity management process is provided. As illustrated in 
FIG. 4, as a first step 402, the employees are assigned to 
groups and the characteristics of each group are defined, 
such as by using the configuration module previously dis-

For cash sales, the restaurant establishes a distribution 60 

rule that 15% of the total cash sales by members of the 
servers group are deemed to be generated gratuities by the 
servers group. The servers cash gratuities are distributed in 
the same percentages as credit card gratuities, however, the 
75% of cash gratuities are allocated to a servers pool rather 
than to the individual server as the transaction data does not 
identify the server for individual cash transactions (line 

65 cussed. As shown, each employee is categorized into one of 
seven groups: server, bartender, bar manager, busser, bar 
backs, hosts, or wine steward. Each group may be further 
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classified regarding whether the group generates sales, tips 
or both. Each group may also be configured with regard to 
how the group members contribute to or benefit from a 
gratuity pool. The configuration of employees, groups and 
the relationships between them form at least a portion of the 5 

distribution rules defined by the employer for a given 
business. 

16 
Etbs-total Beverage Sales (net Beverage Sale only and 

before taxes) generated by Employee 
Etws-total Wine Sales (net Wine Sales only and before 

Taxes) 
acs-Percent to take from total Cash Sales (acs:0-100, but 

normally it is 15) 

In step 404, the business conducts operations during an 
accounting period generating transaction information and 
employee information. As shown, employees clock in and 
later clock out. This time entry may be through a restaurant 
management system that includes both a point of sale system 
and an employee records system as previously discussed. In 
one embodiment, an employee is limited to belonging to one 

15 
group for the duration of an accounting period. In other 
embodiments, however, an employee may be classified into 
more than one group, such as when an employee is working 

a,
5
-Percent to take from total Sales (a,s:0-100) 

atfs-Percent to take from total Food Sales (atfs:0-100) 
a,65-Percent to take from total Beverage Sales (a,65:0-

10 100) 

in different roles during a single accounting period. If an 
employee is assigned to more than one group, the gratuity 20 

allocation may be performed for each role in which the 
employee worked. At the end of a given accounting period, 
a report may be generated that includes that transaction 
information and the employee information. 

atws -Percent to take from total Beverage Sales ( atws:0-
100) 

PG-Pool group with Employees. One pool group can 
contain Employees with various Job Codes. 

PGtime-Total work time of all Employees within Pool 
group. 

Ttime-Total team time. 
JC-Job Codes 
p-Percent represented as number divided by 100 ( e.g. 

p=15%=15/100=0.15) 
Using these defined variables, the total tips generated by 

an employee may be computed using one or more of several 
methods. In one embodiment, total tips generated by an 
employee is determined from total credit card tips and a 
percentage of cash sales: 

Ecs 
Ett = Ecct + a" * 

100 
= Ecct + Ect 

In another embodiment, total tips generated by the 
employee may be determined as a percent of total sales: 

Ets 
Ett= a,,* 100 

In step 406, the transaction information and employee 25 

information is compiled, for example, by the integration 
component. The transaction information and employee 
information may then be communicated as needed to the 
processor and database for use in determining the gratuity 
allocations. In step 408, the gratuity management system 30 

applies the distribution rules to the transaction information 
and the employee information to determine the gratuity 
allocation for each employee. This may include determining 
the total of gratuities charged to credit cards and the total of 
cash sales. From the total of cash sales, a total cash gratuity 35 

may be determined by applying a percentage specified in a 
distribution rule. The gratuities may then be distributed 
among the employees, either directly or through groups and 
pools as specified by the distribution rules. For those 
employees whose gratuity allocation is determined by hours 
worked, a gratuity factor, or sales, the appropriate compu­
tations may be performed to determine the allocation for the 
given employee. 

In yet another embodiment, total tips generated by the 
40 employee may be determined as a percent of total food sales: 

Finally, in step 410, the determined gratuity allocations 
may be stored in the database and/or communicated to a 45 

business records system, payroll component, or otherwise 
reported for use by the business. The determined gratuity 
allocations may also be accessed through a web-portal by 
the employer and/or employee to facilitate access to the data. 

The distribution rules received by the gratuity manage- 50 

ment system are used to determine the gratuity allocation for 
a given employee. In one embodiment, the gratuity man­
agement system determines the gratuity allocation for a 
given employee by constructing a formula based upon the 
distribution rules, and then applying the formula to the 55 

transaction information and employee information received. 
By way of illustration, the gratuity management system may 
define the following variables, which are calculated or 
provided as described below: 

Ett-Total tips generated by Employee 60 

Etfs 
Ett = atf, * 100 

In yet another embodiment, total tips generated by the 
employee may be determined as a percent of total beverage 
sales: 

Etbs 
Ett= a,"'*wo 

In yet another embodiment, total tips generated by the 
employee may be determined as a percent of total wine 
sales: 

Etws 
Ett= Gtws* WQ 

Ecct-Total credit card tips generated by Employee 
Ect-Total cash tips generated by Employee 
Ecs-Total cash sales generated by Employee 
Ets-Total sales (net before taxes) generated by 

Employee 

As will be appreciated, the total tips generated by the 
employee may be defined in multiple ways, and may include 

65 combinations (e.g. food and beverage; beverage and wine). 
Etfs-Total Food Sales (net Food Sale only and before 

taxes) generated by Employee 
In this manner, the gratuity management system provides 
flexibility in selecting the criteria to be used in determining 
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gratuity allocations so that the allocation method may be 
customized to the needs of a particular business. 

18 
In another scenario, a gratuity pool/group doesn't gener­

ate sales, but receives tips from other groups (e.g. bussers). 
The gratuity pool/group shares tips based on the hours 
worked by each member of the group. In this scenario, the 

The gratuity management system may also take into 
account the use of gratuity pools and their associated gra­
tuity groups. In one embodiment, each gratuity pool/group 
("PG") is defined by a union of job codes ("JC"). 

5 tips to be allocated to a given employee may be defined as 
follows: 

PG1, PG2, PG3 ... PGK: K-total number of PGs 
PGk=UF1:,:JC2 k: Z-Number of Job Codes in PGk 
In this manner, the gratuity pool/group definitions may be 

determined by the job code assigned to each employee and 10 

reported in the employee information. 
The distribution rules may require those gratuity groups 

that generate gratuities distribute a portion of the generated 
gratuities to other groups. These relationships may be math­
ematically represented as follows: 

PG1 (p1) ➔ PG2 Pool Group 1 gives 

15 

certain percent(p 1 )of total tips to Pool Group 2 
20 

E; = '\' PG1 * Pt * --. -[' l Etime; 
L, PGttme 
l=l 

n 

PGtime = ~ Etimei; 
i=l 

n - number of Empl in Group 

PG,= f Ett;; n1 - number of Empl in Group T 
i=l 

In a modification of the above scenario, the gratuity 
pool/group contains multiple job codes and each job code is 
assigned a gratuity factor. For example, a bussers group may 
be comprised of job codes ("JC") for senior busser, busser, 

k * 1, k, 

IE {l..M}: M < K: M -total number of PGs that receive tips; 

0 s pj s 100; p2 + p2 + ... +Pis 100 

25 and junior busser. Each of these job codes may be assigned 
a gratuity factor ("W') that is used to weight the gratuity 
allocation in favor of more experience employees. More 
generally, the job code and gratuity factor relationship may 
be depicted as follows: 

30 JC1:JC2:JC3 ___ Jc z=~1:~2:~3 · · · ~z 
Z-number of Job Codes in Pool Group 

As noted above, gratuity group 1 (PG1) transfers a per­
centage (p1) of its generated gratuities to gratuity pool 2 
(PG 2). In embodiments, if a gratuity group had no members 
working during an accounting period then any transfers to 
that gratuity groups pool are cancelled, and may be retained 

Using the job codes and gratuity factors, each employees 
time is multiplied with the corresponding weight (i.e. gra­
tuity factor), and the total worked tip for the group is 

35 computed as the total of the weighted times for each 

by the generating group or distributed in another manner 
among those employees who did work during the accounting 
period. 

Applying the above formulas and definitions, the percent­
age of generated gratuities to be deducted from a given 
group or employee to be distributed to other groups or 
employees may be represented as follows: 

40 

P=~I~I mPi m-number of Pool Groups that receive tips 45 
The gratuity pool/group designations may also define how 

gratuities are distributed among employees with that group. 
In an embodiment, the gratuities may be distributed by time 
worked or individually. In addition, for those gratuity groups 
whose members generate sales, the members may be clas- 50 
sified into teams that split generated gratuities equally. 

In one scenario, a gratuity pool/group contains only 
employees that generate sales and do not receive tips from 
other groups (e.g. servers). The gratuity pool/group also 
gives a percentage to other gratuity pool/groups, and teams 55 
are possible. The members of the gratuity pool/group share 
tips individually. In this scenario, the tips to be allocated to 
a given employee ("Ei") may be defined as follows: 

a) Employee isn't part of a team: 

E;~Ett*(l-L1_ 1mp)-Ect~Ett*(l-P)-Ect; 

iE(l ... n): n-number of Empl in Group 
b) Employee is a part of a team: 

E;~[Lk-! qEttk *(l -LJ-1 mp)-Lk-! qEctiJ!q~ iLk-1 qEttk * 
(1-P)-Lk-/EctiJlq 

iE(l ... q): q-number of Empl in Team: 

60 

65 

employee. In this modified scenario, the tips to be allocated 
to a given employee may be defined as follows: 

[~

T l Etime; * /3, 
E; = PGt*Pt •--.-

PGttme 
l=l 

n 

PGtime** = ~ Etimei * f3s; 
i=l 

n total Employees in Pool Group, and 

z corresponds to JCz whose member is Ei 

In yet another scenario, a gratuity pool/group generates 
sales, receives tips from other gratuity groups, and gives a 
percent of their tips to other gratuity pools. The gratuity 
pool/group also allows for teams, and the gratuities are 
distributed with the group by time worked. In this scenario, 
the tips to be allocated to a given employee may be defined 
as follows: 

Employee is not part of the team 

and there is no other teams in Pool group: 

C n 

~PG;•p,- ~Ectk 
l=l k=l 

Etimei 
•-­

PGtime 

a) 
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-continued 
Group has some teams : 

-Employee is not part of any team: 

( 

i Ttime;] , * PG time - £ Ttime1 

1-~ ~PG1*P1-iEct, F' 
PGttme t=l k=l 

s - total nwnber of teams in Pool Group 

qj 

Ttime1 = ~ Etimek: q1 -number of Empl in Team 'j' 
k=l 

n 

PG time = ~ Etime;: n - nwnber of Empl in Group 
i=l 

- Employee is part of some team: 

Ttime f, ~ 
--.-L,PG1*P1- L,Ect, 
PGttme t=l k=l 

b) 

In yet another scenario, a gratuity pool/group generates 
sales, receives tips from other gratuity groups, gives a 
percent of tips to other gratuity pools and contains different 
job codes with corresponding gratuity factors. The gratuity 
pool/group shares tips by time worked and does not have 
teams. In this scenario, the tips to be allocated to a given 
employee may be defined as follows: 

C n 

~PG;*Pt- ~Ect, 
l=l k=l 

n 

PGtime** = ~ Etimei * /3z 
i=l 

Etimei *f3z 
*---

PGtime'' 

where z corresponds to JCz whose member is Ei 

Combining all of the foregoing, the gratuity to be allo­
cated to a given employee may be determined by one of two 
equations depending on whether the employee shares tips 
based on time worked or individually. For employees that 
share tips based on time worked, the gratuity allocation may 
be defined as: 

E; = [ i Ttime,' ] * PGtime'' - £ Ttimej' 

1 - J~k i= PG,* Pt - i Ect, J~, 
PGtime'* t=l k=l 

For employees that share tips individual or in teams, the 
gratuity allocation may be defined as: 

10 

15 

20 

Ttime** f, q 
---L,PG1*P1- ~Ect, 
PGtime'* t=l k=l 

qj 

Ttimej* = ~ Etimek * f3z; number of Empl in Team 'j' 
k=l 

n 

PGtime** = ~ Etimei * /3z 
i=l 

Where the following are defined as follows: 
n-total of Employees in group that do not belong to any 

team, 
s-total number of teams in group 

20 z---corresponds to JCs whose member is E, 
q-number of employee in team 
As shown by the above example, the gratuity manage­

ment system may determine the gratuity allocation for a 
given employee based on a multitude of factors as defined by 

25 the distribution rules for a given business, which may result 
in numerous variations and alterations of the above formulas 
depending upon the distribution rules to be applied in a 
given business. 

Referring now to FIGS. 5 through 7, an exemplary 
30 implementation of a configuration module is depicted. FIG. 

5 illustrates one possible screen of a configuration module 
with which settings for various groups (identified as JOB) 
may be defined. As shown, each JOB may be configured to 
indicate whether the job generates sales, whether the job 

35 receives tips from a tip pool, whether the formula for 
calculating tips includes cash sales, and whether the mem­
bers of the group will be treated separately or as a team. By 
way of explanation, the group "barback" does not generate 
sales, receives tips from a tip pool, does not generate cash 

40 tips, and the barbacks are treated as a team. In contrast, the 
group "food" server generates sales, receives tips from a 
pool, includes cash sales in the tip calculation, and each 
server is treated individually in the allocation. Other groups 
are similarly defined according to the gratuity allocation 

45 rules of the given business. 
Referring now to FIG. 6, the rule for distributing gratu­

ities from a gratuity pool to employees of a group may be 
defined. As shown, the food servers group has a distribution 
type of "equally," whereas the bartender group has a distri-

50 bution type of "by generated hours." In an embodiment, the 
distribution type for a pool only applies to those employees 
who benefit from a gratuity pool. If an employee, such as a 
server, is treated individually and does not benefit from a 
servers pool, then the distribution type may be unnecessary 

55 for that pool. 
Referring now to FIG. 7, another screen of the configu­

ration module allows for the definition of the percentage of 
gratuities to be transferred from one group to another. As 
illustrated, the food servers group transfers 8% of its gen-

60 erated gratuities to the bartender pool, 1 % to the host pool, 
3 percent to the sommelier pool, 5 percent to the bussers 
pool, and 10 percent to the runner pool. Similarly, the 
bartender group transfers 7% to the barback pool, and 6% to 
the runner pool. If the business includes other gratuity-

65 generating employee groups, those groups may be included 
here and the distribution to each of the gratuity-receiving 
groups defined accordingly. 
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singular forms "a", "an" and "the" include plural referents 
unless the context clearly dictates otherwise. Approximating 
language, as used herein throughout the specification and 
claims, may be applied to modify any feature that could 

In embodiments, distribution rules may vary between 
different accounting periods. FIG. 7 illustrates distribution 
rules for a breakfast shift. The distribution rules for the lunch 
and dinner shifts may be the same or different. On another 
screen (not shown), the employees of the business may be 
identified through the configuration module. Alternatively, 
employees may be identified through the received employee 
information allowing the business to add employees using 
only its internal restaurant management system software. 

5 permissibly vary without resulting in a change in the basic 
function to which it is related. Moreover, unless specifically 
stated otherwise, any use of the terms "first," "second," etc., 
do not denote any order or importance, but rather the terms 
"first," "second," etc., are used to distinguish one element 

10 from another. Referring now to FIGS. 8 and 9, example screens of an 
employer web-portal are illustrated. In FIG. 8, an employer 
may view a summary of employee and transaction informa­
tion, such as each employee with the shift worked, job 
function ( corresponding to a gratuity group or pool), hours 
worked, credit card tips generated, and total cash sales 15 

attributed to the employee. The information displayed may 
be selected to correspond with the information used to 
determine the gratuity allocation. 

Referring to FIG. 9, another screen of the employer 
web-portal is illustrated, which reflects the determination of 20 

the gratuity allocation for a given employee. For each 
employee, the screen shows the total credit card tips gen­
erated by that employee (Total CC Tips), and the portion of 
those credit card tips to be distributed to other groups (CC 
Tip Out). Similarly, the Total Cash Sales generated by each 25 

employee, the Total Cash Tips determined by applying the 
appropriate distribution rule, and the portion of the cash tips 
to be distributed to other groups (Cash Tip Out). In this 
example, the computed credit card and cash tips outs will be 
reduced because no member of the barback group, the host 30 

group, or the sommelier group worked during the account­
ing period. Once the generated gratuities have been deter­
mined and allocated between the gratuity pools, the total of 
the gratuity pool in which each employee participates is 
shown (Pool). The employee's share of the pool is then 35 

determined (Pool Share). Because there is only one bar­
tender and one runner, they each receive the full amount of 
their respective pools. The food servers in this example do 
not participate in pooling of their tips and, therefore, each is 
treated individually. The two bussers, Edgar and Samantha, 40 

share the busser pool of $26.75 according to the hours 
worked by each reflect in FIG. 8. Finally, the gratuity share 
to be distributed is determined after taking into account any 
retained cash gratuities by the employee. In this example, 
the food servers are assumed to have retained their total cash 45 

gratuity and, therefore, the amount of the gratuity to be 
distributed, such as through a subsequent payroll, is reduced 
accordingly. 

FIGS. 8 and 9, illustrate one example of an employer a 
web-portal. In an embodiment, an employee web-portal (not 50 

shown) is provided in substantially the same format but with 
the employee limited to viewing only the data corresponding 
to the given employee. 

In all of the foregoing, references to specific percentages 
are for illustration purposes only. The implementation of the 55 

gratuity management system may allow for the use any 
value (such as between 0% and 100%) to be used as part of 
the distribution rules. In addition, values may be expressed 
as percentages, decimals, or in any other form appropriate 
for use in the implementation of the gratuity management 60 

system. The use of examples herein is intended to illuminate 
aspects of the system and its operation and do not suggest 
any specific values that must or should be used by a given 
business in defining distribution rules or determining a 
gratuity allocation for employees. 65 

In the specification and claims, reference will be made to 
a number of terms that have the following meanings. The 

As used herein, the terms "may" and "may be" indicate a 
possibility of an occurrence within a set of circumstances; a 
possession of a specified property, characteristic or function; 
and/or qualify another verb by expressing one or more of an 
ability, capability, or possibility associated with the qualified 
verb. Accordingly, usage of "may" and "may be" indicates 
that a modified term is apparently appropriate, capable, or 
suitable for an indicated capacity, function, or usage, while 
taking into account that in some circumstances the modified 
term may sometimes not be appropriate, capable, or suitable. 
For example, in some circumstances an event or capacity 
can be expected, while in other circumstances, the event or 
capacity cannot occur this distinction is captured by the 
terms "may" and "may be." The term "instructions" as used 
herein with respect to a controller or processor may refer to 
computer executable instructions. The terms module and 
component as used herein refer to a collection of computer­
executable instructions that implement one or more func­
tions of the disclosed system. 

While certain embodiments have been described, it must 
be understood that various changes may be made and 
equivalents may be substituted without departing from the 
spirit or scope of the present disclosure. In addition, many 
modifications may be made to adapt a particular situation or 
material to the teachings of the disclosure without departing 
from its spirit or scope. 

What is claimed is: 
1. A system, comprising: 
a. a gratuity management system, comprising 

1. a server coupled to a computer network and acces­
sible by a plurality of clients, the server being 
configurable to independently execute gratuity dis­
tribution rules on a client-by-client basis; and 

2. a database, accessible by the server; and 
b. a plurality of client business systems in electronic 

communication with the server of the gratuity manage­
ment system, each of the client business systems cor­
responding to one of the plurality of clients, each client 
business system comprising: 
1. at least one point of sale server; and 
2. a gratuity sync client application installed on the 

respective client business system; 
wherein the gratuity sync client application on each client 

business system is configured to extract transaction 
information and employee information from the client 
business system and to initiate transfer of the extracted 
information to the gratuity management system; 

wherein the gratuity management system is a cloud com­
puting system remote from the plurality of client busi­
ness systems and configured to receive the extracted 
transaction information and employee information 
from the plurality of client business systems and to 
store the received extracted information in the data­
base; and 

wherein the gratuity management system is further con­
figured to execute, independently for each client, gra­
tuity distribution rules for allocating gratuities among 
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at least a portion of the employees and to determine a 
gratuity allocation based on at least the received 
extracted transaction information, the received 
extracted employee information, and the gratuity dis­
tribution rules and return the gratuity allocation to the 5 

gratuity sync client application of each respective client 
business system, without requiring the client business 
systems to execute the gratuity distribution rules. 

2. The system of claim 1, wherein the gratuity sync client 
is further configured to format the extracted transaction and 10 

employee information into an XML file before communi­
cating the extracted information to the gratuity management 
server. 

3. The system of claim 1, wherein the gratuity sync client 
application is installed on the point of sale server of the 15 

respective client business system. 
4. The system of claim 1, wherein the respective client 

business system comprises additional devices which are 
connected to and accessible by the gratuity sync client 
application. 20 

5. The system of claim 4, wherein at least one of the 
additional devices comprises a time and attendance server. 

6. The system of claim 5, wherein the employee infor­
mation extracted from the respective client business system 
comprises employees' working hours. 25 

7. The system of claim 4, wherein at least one of the 
additional devices comprises a payroll system, and the 
gratuity sync client application communicates the returned 
gratuity allocations to the payroll system. 

8. A system for providing payment management services 30 

to a plurality of clients, comprising: 
a. a payment management computer system having a 

server and a database and being accessible by a plu­
rality of clients, the server being configurable by each 
client of the plurality of clients via a web portal to 35 

execute payment distribution rules independently on a 
client-by-client basis; and 

b. a plurality of client business systems in electronic 
communication with the payment management com­
puter system, each of the client business systems cor- 40 

responding to one of the plurality of clients, each client 
business system comprising: 

24 
1. at least one point of sale server; and 
2. an interface component installed on the respective 

client business system; 
wherein the interface component on each client business 

system is configured to extract at least one of transac­
tion information and employee information from the 
client business system and to initiate transfer of the 
extracted information to the payment management 
computer system; 

wherein the payment management computer system is a 
cloud computing system remote from the plurality of 
client business systems and configured to receive the 
extracted information from the plurality of client busi­
ness systems and to store the received extracted infor­
mation in the database; and 

wherein the payment management system is further con­
figured to execute, independently for each client, pay­
ment distribution rules based on at least the received 
extracted information and the independently configured 
payment distribution rules to generate payment infor­
mation and return the payment information to the 
interface component of respective client business sys­
tems, without requiring the respective client business 
systems to execute the payment distribution rules. 

9. The system of claim 8, wherein the respective client 
business system comprises a payroll system in communica­
tion with the interface component, such that the payroll 
system prepares payrolls without requiring the client busi­
ness system to execute the payment distribution rules. 

10. The system of claim 8, wherein the payment distri­
bution rules comprise gratuity allocation rules. 

11. The system of claim 8, wherein the respective client 
business system comprises additional devices which are 
connected to and accessible by the point of sale server. 

12. The system of claim 11, wherein at least one of the 
additional devices comprises a time and attendance server. 

13. The system of claim 12, wherein the employee infor­
mation extracted from the respective client business system 
comprises employees' working hours. 

* * * * * 
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