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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 last in a six-part 
series, describes the rules governing changes in employment status that cause an employee to transition from 
one measurement method to the other method. 

CHANGE IN EMPLOYMENT STATUS – IN GENERAL 

As discussed in part one of this Briefing series, ALEs may use a combination of the Monthly Measurement 
Method and 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. 

Let’s assume an ALE uses the Monthly Measurement Method for its salaried employees and the Look-Back 
Measurement Method for its hourly employees. If an hourly employee changes positions into a salaried position, 
the question arises as to how that employee will transition from the Look-Back Measurement Method into the 
Monthly Measurement Method. The regulations for IRC section 4980H provide a complex set of rules that 
govern these transitions from one method to another. 

CHANGE FROM LOOK-BACK METHOD TO MONTHLY METHOD  

For employees transferring from a position under which the Look-Back Measurement Method is used to a 
position under which the Monthly Measurement Method is used, the following rules apply: 

1. If, at the time of the change in status, the employee is in a Stability Period (SP) and treated as full-time, 
the ALE must continue to treat the employee as full-time for the remainder of the SP. 

2. If, at the time of the change in status, the employee is in a SP and treated as not full-time, the ALE may 
continue to treat the employee as not full-time for the remainder of the SP or may apply the Monthly 
Measurement Method for the remainder of the SP (starting with the month in which the change in 
status occurs). 

3. If the change of status occurs during an Standard Measurement Period (SMP) or Initial Measurement 
Period (IMP), for the SP associated with that SMP or IMP, the ALE must treat the employee as full-

BRIEFING 
JULY|2014  

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

STATUS PART VI – CHANGE IN MEASUREMENT METHODS  
 



 
 
 
 
 

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

time for any calendar month during which the employee would be treated as full-time under the Look-
Back Measurement Method for the associated SP or would be treated as full-time under the Monthly 
Measurement Method.  

4. If the change of status occurs during an SMP or IMP, the Monthly Measurement Method applies to any 
calendar month following the last month of the SP associated with that SMP or IMP. 

Example – Look-Back Method to Monthly Method 

Employer X uses the Monthly Measurement Method for its salaried employees and the Look-Back 
Measurement Method for its hourly employees. The SMP for ongoing employees runs from November 1st 
through October 31st each year and the SP aligns with their calendar year plan. Employee A is an ongoing 
hourly employee but transfers to a salaried position on July 1, 2017. 

• Assume Employee A does not average at least 30 hours of service during the SMP from November 1, 
2015 through October 31, 2016.  

Employee A is not a full-time employee for the associated SP that runs from January 1, 2017 to 
December 31, 2017 (the SP running at the time of the change in status). For the period between July 1, 
2017 (the date of the change in status) and December 31, 2017 (the last day of the associated SP), 
Employer X may continue to treat Employee A as not full-time or may apply the Monthly Measurement 
Method to determine full-time status.  

• Let’s also assume that, for each calendar month between November 1, 2016 and October 31, 2017 (the 
SMP running at the time of the change in status), Employee A does not average at least 30 hours of 
service.  

While Employee A is not a full-time employee under the Look-Back Measurement Method for the SP 
that runs from January 1, 2018 through December 31, 2018 (because she did not average at least 30 
hours of service during the associated SMP running at the time of the change in status), Employer X 
must also determine full-time status from January 1, 2018 through December 31, 2018 using the 
Monthly Measurement Method and must treat Employee A as full-time for any calendar month during 
which the average hours of service are 30 or more.  

CHANGE FROM MONTHLY METHOD TO LOOK-BACK METHOD 

For employees transferring from a position under which the Monthly Measurement Method is used to a 
position under which the Look-Back Measurement Method is used, the following rules apply: 

1. For the remainder of the SP during which the change in status occurs, the ALE must continue to use 
the Monthly Measurement Method unless the hours of service prior to the change in status would make 
the employee full-time for that SP, in which case, the ALE must treat the employee as full-time for the 
SP. 
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2. For an SP associated with an SMP or IMP during which the change of status occurs, the ALE must 
treat the employee as full-time for the months the employee would be full-time based on that SMP or 
IMP or would be treated as full-time under the Monthly Measurement Method.  

3. The Look-Back Measurement Method applies to any calendar month following the last month of the SP 
that is associated with the SMP or IMP during which a change in status occurs.  

Example – Monthly Method to Look-Back Method 

As above, Employer X uses the Monthly Measurement Method for its salaried employees and the Look-Back 
Measurement Method for its hourly employees. The SMP for ongoing employees runs from November 1st 
through October 31st each year and the SP aligns with their calendar year plan. Employee B is an ongoing 
salaried employee but transfers to an hourly position on July 1, 2017.  

• Assume Employee B averages at least 30 hours of service from November 1, 2015 through October 31, 
2016 (the SMP prior to the change in status). If the Look-Back Measurement Method had applied to 
Employee B, she would have been treated as a full-time employee for the SP from January 1, 2017 
through December 31, 2017 (the SP running at the time of the change in status).  

Since the change of status occurred during the middle of the SP running from January 1, 2017 through 
December 31, 2017, Employee B’s full-time status must be determined using a combination of the 
Monthly Measurement Method and Look-Back Measurement Method. The Monthly Measurement 
Method is used for January 1, 2017 through June 30, 2017 (prior to the change in status). The Look-
Back Measurement Method is used for July 1, 2017 through December 31, 2017 (after the change in 
status). Since Employee B would have been treated as full-time for the entire SP, Employer X must treat 
Employee B as full-time for the abbreviated portion of that SP following the change in status. 

• Let’s also assume that, for each calendar month between November 1, 2016 and October 31, 2017 (the 
SMP running at the time of the change in status), Employee B averages at least 30 hours of service.  As 
a result, Employee B is treated as a full-time employee for the associated SP of January 1, 2018 through 
December 31, 2018.    

FINAL CONSIDERATIONS 

Some ALEs with stable components of their workforce, and that fall within the permissible categories, may 
consider using a combination of the Monthly Measurement Method and Look-Back Measurement Method. 
However, they should also consider the additional administrative burdens involved if employees frequently 
change from a position that uses one method to a position that uses the other method. As illustrated above, the 
rules governing these transitions are intricate and they will be challenging to implement.  

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. 
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