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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 third in a six-part 
series, describes some of the rules governing new employees under the Look-Back Measurement Method. 

LOOK-BACK MEASUREMENT METHOD – IN GENERAL 

The Look-Back Measurement Method provides ALEs a way to prospectively manage any penalty liability 
exposure under IRC section 4980H. Under this method, an ALE identifies its ACA defined full-time employees 
by looking back over a specified measurement period and counting the hours of service to determine whether 
an employee averaged at least 30 hours of service per week. Based on the determination at the end of the 
measurement period, the employee’s status is defined for a specified period that follows the measurement 
period. 

One key point to keep in mind with regards to the Look-Back Measurement Method is that the regulations 
distinguish between ongoing and new employees. An ongoing employee is one who has been employed for at 
least one complete Standard Measurement Period (SMP). A new employee is one who has been employed for 
less than one complete SMP. The regulations further categorize new employees into four types: (1) those who 
are reasonably expected to be full-time; (2) those who are reasonably expected to be part-time; (3) variable hour; 
and (4) seasonal. It is important that ALEs correctly categorize their new employees accordingly because they 
are treated differently under the regulations.  

NEW EMPLOYEES REASONABLY EXPECTED TO BE FULL-TIME 

A new employee who is reasonably expected to average at least 30 hours of service per week (130 hours per 
month) on his or her start date, and who is not a seasonal employee, is considered a new full-time employee.  

Factors to be considered when determining whether a new employee is reasonably expected to average at least 
30 hours of service per week include, but are not limited to, whether the employee is replacing an employee 
who was full-time, the extent to which employees in the same or comparable positions are full-time, and 
whether the job was advertised or communicated as requiring at least 30 hours per week. 

These employees should be offered coverage no later than the first day of the fourth calendar month of 
employment, otherwise the employer may be subject to a penalty. Under the regulations for IRC section 4980H, 
these employees are tracked and their hours are counted using the Monthly Measurement Method until they 
have been employed for an entire SMP. At that point, they transition to ongoing employees and their hours are 
tracked during the SMP that the ALE uses for its ongoing employees.  
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NEW PART-TIME, VARIABLE HOUR AND SEASONAL EMPLOYEES 

New part-time, variable hour and seasonal employees are treated similarly under the Look-Back Measurement 
Method. For these new employees, the ALE identifies who are full-time employees by looking back over an 
Initial Measurement Period (IMP) and counting the hours of service to determine whether an employee 
averaged at least 30 hours of service per week. In general, these employees do not need to be offered coverage 
during the IMP (please see part four in this Briefing series for rules governing changes in employment status 
during the IMP).   

PART-TIME EMPLOYEE – DEFINED 

A new employee who is reasonably expected to average less than 30 hours of service per week (130 hours per 
month) on his or her start date is considered a new part-time employee. The factors to be considered when 
determining whether a new hire is reasonably expected to average less than 30 hours of service are similar to 
those discussed above for full-time employees. They include whether the employee is replacing someone who 
was part-time, the extent to which employees in the same or comparable positions are part-time and whether 
the job was advertised or communicated as requiring less than 30 hours per week. 

VARIABLE HOUR EMPLOYEE – DEFINED 

A variable hour employee is one who, based on the facts and circumstances on their start date, the employer 
cannot determine whether the employee is reasonably expected to average at least 30 hours of service per week 
during the IMP because the employee’s hours are variable or otherwise uncertain. Again, a similar set of factors 
are considered when determining whether a new hire is a variable hour employee, such as whether the employee 
is replacing someone who was a variable hour employee, the extent to which hours for employees in the same 
or comparable positions have actually varied above or below an average of 30 per week during recent 
measurement periods, and whether the job was advertised as requiring at least 30 hours of service per week. 
While no single factor is determinative and each new hire needs to be evaluated based on the particular facts 
and circumstances for that employee, an ALE may not take into account the likelihood that the employee may 
terminate employment during the IMP.  

SEASONAL EMPLOYEE – DEFINED  

A seasonal employee is one who is hired into a position for which the customary annual employment is 6 
months or less. Customary annual employment means that the nature of the position involves work for a period 
that generally begins at the same time of the year, such as summer or winter. In certain circumstances, an 
employee may still be considered a seasonal employee even if the seasonal employment is extended in a 
particular year beyond its customary duration. For example, if ski instructors at a resort have a customary period 
of employment of 6 months, but are asked in a particular year to work an additional month because of an 
unusually long snow season, they would still be considered seasonal employees.  

Note: The definition of seasonal employee is applicable only for purposes of determining full-time status under 
the Look-Back Measurement Method and is distinct from the definition of seasonal worker that is applicable 
for determining ALE status. 
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INITIAL MEASUREMENT AND STABILITY PERIODS 

The IMP can be between 3 and 12 consecutive months and must start on either the employee’s start date or the 
first day of the calendar month following the start date. Based on the determination at the end of the IMP, the 
employee’s status is defined for a separate Stability Period (SP) that follows the IMP. If the employee averages 
at least 30 hours of service per week (130 hours per month) during the IMP, the employee is a full-time 
employee. Therefore, the ALE should offer coverage to the employee for the duration of the associated SP in 
order to avoid a potential penalty. If the employee does not average at least 30 hours of service per week (130 
hours per month), then the employee is not full-time for the associated SP and does not need to be offered 
coverage.  

The lengths of the SP may vary depending on whether the employee is full-time at the end of the IMP. For 
employees classified as full-time at the end of the IMP, the SP must be at least 6 consecutive calendar months 
but can be no shorter than the IMP. For employees who are classified as not full-time at the end of the IMP, 
the SP cannot be more than 1 month longer than the IMP and must not exceed the remainder of the SMP (plus 
any associated Administrative Period (AP)) for ongoing employees. To further complicate things, the SP for 
new employees must be the same length as the SP used for ongoing employees. To simplify administration, we 
suggest using a uniform length for the IMP and SP, for example, using a 12-month IMP and a 12-month SP for 
all new part-time, variable hour and seasonal employees.  

ADMINISTRATIVE PERIOD 

ALEs may use an optional AP of up to 90 days that is intended to be used to perform administrative tasks 
related to the Look-Back Measurement Method, such as evaluating the full-time status of employees and 
offering them coverage. Although the AP generally comes after the IMP and before the SP, if the ALE starts 
their IMP on the first day of the calendar month following an employee’s start date, the time between the start 
date and the first day of the calendar month counts toward the 90-day limit for the AP.  

In addition to limits on the IMP (not to exceed 12 months) and the AP (not to exceed 90 days), the combined 
length of the IMP and AP cannot be longer than 13 months. For example, if an ALE uses a 12-month IMP that 
starts on the first day of calendar month following the employee’s start date and the employee is full-time based 
on hours of service during the IMP, the time between the end of the IMP and the offer of coverage cannot be 
longer than 1 month.  

DIFFERING PERIOD LENGTHS ALLOWED FOR CERTAIN CATEGORIES OF EMPLOYEES 

ALEs may use IMPs and SPs that are of differing lengths, or start and end dates, subject to the rules discussed 
above, for the following categories of employees only: 

• 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 

This Briefing describes some of the rules governing new employees under the Look-Back Measurement Method. 
See part four of this Briefing series for additional rules applicable to new employees. You may also contact your 
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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. 
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