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The Affordable Care Act (ACA) added section 4980H to the Internal Revenue Code (IRC). Under IRC section 
4980H, an Applicable Large Employer (ALE) may be subject to a penalty if it fails to offer its ACA defined full-
time employees, and their dependents, minimum essential coverage (MEC) that is affordable and provides 
minimum value (MV). Since an employer’s obligations are to its full-time employees, the final regulations for 
IRC section 4980H provide two methods for tracking employees and determining their full-time status – the 
Monthly Measurement Method and the Look-Back Measurement Method. This Briefing, the first in a six-part 
series, describes the Monthly Measurement Method. 

MONTHLY MEASUREMENT METHOD – IN GENERAL 

Under the Monthly Measurement Method, an employee’s hours of service are totaled at the end of each 
calendar month to determine the employee’s full-time status for that month. While this method is 
administratively straightforward, the disadvantage is that full-time status is determined at the end of the month 
when it is too late to offer coverage for that month. As a result, an employer may be subject to a penalty for 
failing to offer coverage to some of its ACA defined full-time employees.  

For example, an employer with employees whose hours vary month-to-month would not know whether any of 
those employees averaged at least 30 hours per week until the end of the calendar month. Those employees 
averaging 30 hours per week, who were not offered MEC for that calendar month, could trigger a penalty if any 
purchased subsidized coverage through the public Exchange. 

While the method has its disadvantages, the final regulations for IRC section 4980H provide some clarity, as 
well as some relief, that may make this method workable for ALEs with stable components to their workforce. 

MAY USE COMBINATION OF MONTHLY AND LOOK-BACK MEASUREMENT METHODS 

Under the proposed regulations for IRC section 4980H, it appeared that an ALE could only use one method 
for its entire workforce, i.e., if the employer wanted to use the Look-Back Measurement Method (discussed in 
parts two through five of this Briefing series), it had to do so for all employees. The final regulations clarify that 
employers may use either the Monthly Measurement Method or Look-Back Measurement Method for the 
following categories of employees: 

• Salaried and hourly 
• Collectively bargained and non-collectively bargained 
• Groups covered by separate collective bargaining agreements 
• Employees whose primary places of employment are in different states 

For example, an ALE whose salaried employees work regularly scheduled 40-hour weeks may use the Monthly 
Measurement Method for all of its salaried employees while using the Look-Back Measurement Method for all 
of its hourly employees.  

BRIEFING 
JULY|2014  

 
HEALTH CARE REFORM: IRC §4980H DETERMINING FULL-TIME 

STATUS PART I – MONTHLY MEASUREMENT METHOD  



 
 
 
 
 

© 2014 Keenan & Associates | License No. 0451271 2 Innovative Solutions. Enduring Principles. 

However, an ALE cannot use the Monthly Measurement Method for its employees with more predictable hours 
of service and the Look-Back Measurement Method for its variable hour and seasonal employees. For example, 
an employer cannot use the Monthly Measurement Method for all of its employees, both salaried and hourly, 
who work the standard 40 hour week while using the Look-Back Measurement Method for all its employees, 
both salaried and hourly, whose hours vary week-to-week. 

EMPLOYEE FIRST OTHERWISE ELIGIBLE FOR AN OFFER OF COVERAGE 

An ALE will not be subject to a penalty under IRC section 4980H for three calendar months, starting with the 
first calendar month in which an employee is first otherwise eligible for coverage, if that employee is offered 
MEC that is affordable and provides MV no later than the first day of the fourth calendar month. First 
otherwise eligible for coverage means the employee: 

1. Meets all of the requirements under the terms of the plan to be eligible for that calendar month (excluding 
any waiting period); and 

2. Was not previously eligible for coverage under the plan during the current period of employment. 

Example: 

Employer X hires Employee A on January 1, 2015. Employee A averages 20 hours of service per week for each 
calendar month in 2015 and is not otherwise eligible for coverage under the terms of the employer’s plan for 
2015. Effective January 1, 2016, Employee A is promoted to a position that is eligible for coverage following 
completion of a 90-day waiting period. On April 1, 2016, Employee A is offered coverage, which is affordable 
and provides MV.  

Employer X is not subject to a penalty under IRC section 4980H for January 2016 through March 2016 since it 
offered Employee A coverage that is affordable and provides MV by the first day of the fourth calendar month 
following the date Employee A first became otherwise eligible for coverage. 

REHIRE AND BREAK-IN-SERVICE RULES 

The limited period during which IRC section 4980H liability is not assessed on an employee who is first 
otherwise eligible for coverage applies only once during the employee’s current period of employment. 
However, if the employee is treated as a new employee under the rehire or break-in-service rules, then this 
limited non-assessment period may apply again. 

In general, the rehire and break-in service rules apply in two situations: (1) an employee terminates employment 
but is later rehired by the same ALE, or (2) an employee, without terminating employment, takes a leave of 
absence during which no hours of service are credited. The question these rules address is whether the ALE 
may treat an employee who is rehired or returns after a break-in-service as a new employee. These rules apply 
differently to ALEs that are educational organizations versus non-educational organizations.  
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Non-educational organizations may treat an employee who is rehired after terminating employment or returns 
after a break-in-service as a new employee if: 

1. The employee was not credited with an hour of service for at least 13 consecutive weeks immediately 
before resuming work; or 

2. For periods shorter than 13 consecutive weeks, the employee was not credited with an hour of service for 
a period: (i) of at least four consecutive weeks, and (ii) that is longer than the employee’s prior period of 
employment.  

For educational organizations, the period is at least 26 consecutive weeks rather than 13 weeks. While these 
rules are similar to the rehire and break-in-service rules used under the Look-Back Measurement Method, the 
rules for averaging hours of service for special unpaid leave and employment break periods for educational 
organizations do not apply under the Monthly Measurement Method. The rules for special unpaid leave and 
employment break periods for educational organizations are discussed in part five of this Briefing series.  

The rehire and break-in-service rules are only applicable for determining whether an individual should be 
treated as a continuing or new employee and not whether the employee is full-time. If the employee is 
considered a new employee under these rules, then the ALE can take advantage of the “first otherwise eligible 
for coverage” relief discussed earlier. If the employee is a continuing employee under the rules, who is also a 
full-time employee, the ALE should offer coverage as of the first day that the employee is credited with an hour 
of service or as soon as administratively practicable. Offering coverage no later than the first day of the calendar 
month following resumption of services is deemed to be as soon as administratively practicable.  

USE OF WEEKLY PERIODS 

The Monthly Measurement Method may take into account payroll periods. Under the final regulations for IRC 
section 4980H, an ALE can determine the full-time status of its employees for a calendar month based on the 
hours of service over successive one-week periods that either: 

1. Begin on the first day of the week that includes the first day of the calendar month, but excludes the week 
in which the last day of the calendar month falls unless that week ends with the last day of the calendar 
month; or 

2. Begin on the first day of the week immediately subsequent to the week that includes the first day of the 
calendar month (unless the week begins on the first day of the calendar month, in which case it is 
included) provided the period includes the week with the last day of the calendar month. 

Under this method, full-time status for certain calendar months is based on hours of service over four-week 
periods while for other calendar months it is based on hours of service over five-week periods. For months 
calculated using four-week periods, an employee with at least 120 hours of service is full-time. For months 
calculated using five-week periods, an employee with at least 150 hours of service is full-time. 

Example: 

Employer X uses the period of Sunday through Saturday as its weekly period and includes the week with the 
first day of the calendar month but excludes the week with the last day of the calendar month (except in cases 
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when the last day of the calendar month is on Saturday). For this example, we will use the calendar months of 
May and June of 2014. 

• For May 2014, Employer X measures from April 27th through May 31st. It includes the week with the 
first day of May but also includes the week with the last day of the calendar month because that day is 
Saturday. Since this is a five-week period, if an employee has at least 150 hours of service (30 hours x 5 
weeks) during that time, the employee is full-time for May. 

• For June 2014, Employer X measures from June 1st through June 28th. It includes the first day of June 
but excludes the last day of June. Since this is a four-week period, if an employee has at least 120 hours 
of service (30 hours x 4 weeks) during that time, the employee is full-time for June. 

FINAL CONSIDERATIONS 

The Monthly Measurement Method will likely be impractical for employers whose workforce hours fluctuate 
because it limits the employer’s ability to prospectively manage its risk exposure under IRC section 4980H. 
However, some employers with stable components of their workforce, and that fall within the permissible 
categories, may find the method appealing given the administrative complexities of the Look-Back 
Measurement Method. But employers should also consider the additional administrative burdens involved if 
employees change from a position that uses one method to a position that uses the other method. As discussed 
in part six of this Briefing series, there are several intricate rules that govern employees transitioning from one 
method to another due to a change in position.  

Please contact your Keenan Account Manager for questions regarding this Briefing or if you require any 
additional information regarding the Affordable Care Act. 

 

 

 

 

 

 

 

 

 

 

Keenan & Associates is not a law firm and no opinion, suggestion, or recommendation of the firm or its employees shall constitute 
legal advice. Clients are advised to consult with their own attorney for a determination of their legal rights, responsibilities and 
liabilities, including the interpretation of any statute or regulation, or its application to the clients’ business activities. 


	Monthly Measurement Method – in General
	May Use Combination of Monthly and Look-Back Measurement Methods
	Employee First Otherwise Eligible for an Offer of Coverage
	Example:

	Rehire and Break-in-Service Rules
	Use of Weekly Periods
	Example:

	Final Considerations

