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Subject:  Exploring the Final Employer Shared Responsibility Regulations  
Date:     March 10, 2014 
   
 
Introduction 
As follow-up to our earlier Health Reform Bulletin (see Final Rules Addressing the Employer Shared 
Responsibility Requirement, 2/12/14), below is a further analysis of certain aspects of the final 
employer shared responsibility regulations issued on February 12, 2014. 
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EMPLOYERS SUBJECT TO THE ACA’S SHARED RESPONSIBILITY REQUIREMENT 
 
Employer Defined.  The shared responsibility rules apply to all public and private ‘large employers’ 
employing an average of at least 50 full-time employees (“FTE”), including full-time equivalent 
employees (“FTEE”) on business days during the preceding calendar year.  Affected large 
employers include those organized as for-profit entities, non-profit entities including churches, as 
well as federal, state and local government entities.   
 
Applicability of the control group rules.  All employees of a controlled group of entities under 
IRC Sections 414(b) or (c), or an affiliated service group under IRC Sections 414(m) or (o) are 
taken into account in determining whether the members of the controlled group or affiliated service 
group together are an applicable large employer.  It should be noted, however, that any penalty 
imposed against entities of a control group or affiliated service group are applied separately to the 
individual entity.  It should also be noted that the term ‘employer’ includes a predecessor employer 
and a successor employer. 
 
Determining applicable status. An employer determines if it is subject to the shared responsibility 
requirement for a current year by counting the number of its FTEs (those working 30 or more hours 
per week) together with its FTEEs (those working less than 30 hours per week; for example, two 
individuals each working on average 15 hours per week equate to one FTEE) employed during the 
prior calendar year.  
  

https://www.cbiz.com/insights-resources/details/articleid/3809/HRB-89-Final-Rules-Addressing-the-Employer-Shared-Responsibility-Requirement
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Step 1.  For each month of the prior year, the employer counts the: 
 Number of FTEs; plus  
 Number of FTEEs (determined by adding up the hours worked by FTEEs for the 

month, not exceeding 120 hours per employee, and then dividing by 120).  
 
Step 2.  Add the resulting totals from Step 1 for each month in the prior year and divide by 
12 to obtain the prior year average.  
 If the result of this calculation is less than 50, the employer would not be deemed to 

be an applicable large employer for the current calendar year.  
 If the result of this calculation is 50 or more, the employer would be deemed an 

applicable large employer for the current calendar year, unless a seasonal worker 
exception applies.  

 
Seasonal worker exception.  For purposes of counting employees, the regulations provide 
an exception for employers employing seasonal workers.  An example of a seasonal worker 
is a retail worker employed exclusively during holiday seasons. If an employer's workforce 
exceeds 50 FTEs for 120 days or fewer during a calendar year, and the employees in 
excess of 50 who were employed during that period were seasonal workers, the employer 
would not be considered an applicable large employer. 

 
TRANSITION RELIEF RULES 
 
First year transition relief.  For purposes of determining applicable status for the first year of 
implementation, an employer can determine whether it is an applicable large employer for 2015 by 
calculating the number of its employees employed on business days in any consecutive six-month 
period in 2014, as chosen by the employer. 
 
New employer.  If an employer did not exist in prior calendar year, and if it can be reasonably 
anticipated that the employer will employ 50 or more employees, then the shared responsibility 
requirements will apply. 
 
Employers employing between 50 and 99 FTEs (plus FTEEs) in 2014 will not be subject to the 
employer shared responsibility requirement, generally, until their plan anniversary occurring in 
2016, as long as the employer does not materially reduce the health benefits offered as of February 
9, 2014. Further, the employer cannot change the plan year after February 9, 2014.  To maintain its 
level of benefits, the employer must continue its contribution toward single coverage (the employer 
contribution must be maintained at least 95% of its level as of that date), and the employer must 
continue to maintain the class and workforce size of its employees and dependents to whom 
coverage is offered. The employer will be required to certify that it has maintained this status on a 
form yet to be provided. 
 
Employers employing 100 or more employees are subject to the employer shared responsibility 
requirement, effective January 1, 2015.  
 
Transition Relief for Non-Calendar Year Plan Years. The final regulations retain the non-calendar 
year plan year transition rules (see ‘Effective Date’ discussion in the CBIZ Health Reform Bulletin, 
Shared Responsibility Guidance, 1/9/13) replacing relevant dates to correspond to the 2015 plan 
year.  It is important to note that this transition relief is only available if the non-calendar year plan 
year has not been changed since December 27, 2012.  Also note, the final regulations add an 

https://www.cbiz.com/insights-resources/details/articleid/3782/HRB-62-Shared-Responsibility-Guidance
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additional way to comply which we will call the ‘full-time employee percentage transition method”.  
According to this method, compliance with the employer shared responsibility provisions will apply 
on the plan anniversary occurring in 2015 as long as during the 12-month period ending on 
February 9, 2014, the plan either covered at least one-third of all full-time employees, or was 
offered to at least one-half of all full-time employees.   
 
These regulations do provide that while an employer generally must offer minimum essential 
coverage to at least 95% of its FTEs in order to avoid the IRC §4980H(a) penalty (the $2,000 
penalty), the 95% requirement is reduced to 70% through the end of the 2015 plan year (see CBIZ 
Health Reform Bulletins, Shared Responsibility Guidance (1/9/13) and Employer Shared 
Responsibility Reporting Requirements Delayed, 7/3/13).  Furthermore, for the 2015 plan year, 
should the employer not offer minimum essential coverage to at least 70% of its FTEs and at least 
one of those employees obtains cost-sharing or premium credit through the marketplace, the 
penalty is calculated by taking the total employee count, minus the first 80 FTEs (for 2015 plan year 
only; the first 30 FTEs for years thereafter), multiplied by 1/12 of $2,000.  
 
Even if the 70% threshold is met for the 2015 plan year, it is important to remember that the IRC 
§4980H(b) penalty (the $3,000 penalty) may still be imposed if an FTE qualifies for premium 
assistance when purchasing coverage through the marketplace. The amount of the penalty for the 
month is equal to the number of FTEs who receive a premium tax credit for that month multiplied by 
1/12 of $3,000.  
 
Next Steps 
 Monitor the size of your workforce.  This is especially important for employers whose 

workforce size hovers around the threshold for being subject to the law.   
 
 

WHO IS AN EMPLOYEE AND HOW IS AN EMPLOYEE CLASSIFIED FOR ACA’S EMPLOYER SHARED 
RESPONSIBILITY REQUIREMENT? 

Generally, for the employer shared responsibility provisions, an employee is full-time if the 
employee works, on average, 30 or more hours per week.  In many situations, an employee’s status 
is not clear.  To this end, the recently issued final regulations provide two methods: a monthly 
method and a look-back method that can be used for determining full-time status as it relates to the 
potential assessment of an employer shared responsibility penalty.  The monthly method looks at 
hours worked in a month to determine full-time status for that month.  The look-back method uses a 
look-back period, known as a measurement period, to assess hours worked.  Based on hours 
worked during the look-back (measurement) period, an individual’s status as full-time or not full-time 
is set for an entire stability period.  Following are some definitions that are important for this 
analysis. 
 
Definitions 
 
An administrative period refers to an optional period selected by the employer of up to 90 days 
beginning immediately following the end of a measurement period and ending immediately before 
the start of the associated stability period. The term also includes the period between a new 
employee's start date and the beginning of the initial measurement period, if the initial measurement 
period does not begin on the employee's start date. 
  

https://www.cbiz.com/insights-resources/details/articleid/3782/HRB-62-Shared-Responsibility-Guidance
https://www.cbiz.com/insights-resources/details/articleid/3797/HRB-77-Employer-Shared-Responsibility-Reporting-Requirements-Delayed-and-Final-Exchange-Regulations
https://www.cbiz.com/insights-resources/details/articleid/3797/HRB-77-Employer-Shared-Responsibility-Reporting-Requirements-Delayed-and-Final-Exchange-Regulations
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Employee is defined as a common-law employee.  The term does not include: 
 A leased employee; 
 A sole proprietor, a partner in a partnership, or a two-percent S corporation shareholder; or   
 Real estate agents and direct sellers (“IRC Section 3508 employees”). 

 
A full-time employee is defined as one who works for an employer an average of at least 30 hours 
per week.  An employee who works 130 hours of service in a calendar month is deemed to meet 
the monthly equivalent of the 30 hours of service per week standard, as long as this equivalency 
rule is applied consistently.   
 
Hour of service means each hour for which an employee is paid for the performance of duties for 
the employer.  The term also includes each hour for which an employee is paid for a period of time 
during which no duties are performed, such as vacation, holiday, illness, incapacity (including 
disability), layoff, jury duty, military duty or leave of absence.   
 
An initial measurement period is a period of 3 to 12 consecutive months, measured forward from 
the date of hire. Or, the initial measurement period can run from the first of the month or first payroll 
period following the date of hire. 
 
An initial stability period is a period of time in which the individual is deemed full-time, or not full-
time, based on hours worked during the initial measurement period; it must be the same duration as 
the standard measurement period.  If, based on hours worked during the initial measurement 
period, the individual is deemed not full-time, then the corresponding stability period must end at the 
commencement of the standard stability period that is coincident with the first standard 
measurement period occurring after the individual’s date of hire. 
 
A part-time employee means a new employee who is reasonably expected to be employed on 
average less than 30 hours of service per week during the initial measurement period, based on the 
facts and circumstances at the employee's start date. 
 
A seasonal employee is an individual who, on an annual basis, works 6 months or less and is 
generally employed at the same time each year, such as a ski instructor or a summer lifeguard. 
 
A standard measurement period is a period of time defined by the employer equaling 3 to 12 
consecutive months which is used to measure hours worked for variable employees.  The standard 
measurement period is the same for all individuals in a class of employees.  Different standard 
measurement periods can be used for different classifications of employees; though, the only 
classifications allowed are: 

 Collectively bargained employees and non-collectively bargained employees; 
 Each group of collectively bargained employees covered by a separate collective 

bargaining agreement; 
 Salaried employees and hourly employees; and 
 Employees whose primary places of employment are in different states.   

 
A standard stability period is a period of time for which a variable employee is deemed to be full-
time or not full-time, based on hours worked during a standard measurement period of more than 6 
calendar months, or the length of the standard measurement period. 
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A variable employee is one whose work schedule varies, such that it is not known at the point of 
hire whether the individual will, on average, work 30 or more hours per week.  The term variable 
employee includes seasonal employees.  An on-going variable employee is one who has worked 
a full standard measurement period.  
 
Calculating hours of service 
For purposes of determining the number of hours of service an employee works, actual working 
hours are counted, plus hours in which an employee is paid but does not work, such as vacation, 
holiday, sick leave, disability leave, layoff, military duty or other paid leave of absence, are also 
counted.   In addition, under the look-back method (see below) certain unpaid hours of service, 
such as FMLA leave, USERRA leave and jury duty, are counted. 
 
The final regulations clarify that hours of service does not include services: 
 Performed by government volunteers such as emergency responders and firefighters, as 

well as volunteers for not for profit entities; 
 Performed by members of a religious order who have taken a vow of poverty;  
 Received as part of a work-study program, or  
 Received as compensation for services performed outside the United States.  Note, only 

hours of service in the 50 states and the District of Columbia are counted.  Hours of service 
outside the U.S., including the U.S. territories, are not counted. 

 
With regard to unique workforces, the final regulations clarify the calculation of hours of services for: 
 On-call employees. A reasonable method must be used to credit time that an employee is 

obligated to be “on call”. 
 Adjunct faculty. For adjunct faculty members, a reasonable amount of time must be 

allocated for time worked. The regulations provide a safe harbor of sorts that require 75 
minutes per hour of class time allocated to preparation, or the use of any other reasonable 
method for calculating hours of service.  In addition, other obligatory time required of the 
individual, such as required office hours, must be counted. 

 Airline personnel. For employees such as airline pilots who are subject to layovers, a 
reasonable amount of time, such as 8 hours in a day, must be granted for layover time. 

 
Determining Full-time Employee Status 
For purposes of determining full time employee status for employer shared responsibility purposes, 
a monthly determination can be used.  Alternatively, a look-back methodology can be used.  
 
The monthly methodology looks at hours worked in a month and based on those hours worked, 
an individual’s status is determined.  If an individual is hired as a full-time employee (as defined 
above) and as long as that individual is offered health coverage that meets minimum value and is 
affordable by the first of the fourth month following the date of hire, then the employer would not be 
at risk of a shared responsibility penalty for that individual, even for the first 3 months.  Note, 
however, that the maximum waiting period that can be imposed is 90 calendar days (see CBIZ 
Health Reform Bulletin, Final Rules – 90-Day Waiting Period, 2/24/14).  The monthly methodology 
determination is really only practical for individuals who consistently work 30 or more hours per 
week; or, those who consistently work fewer than 30 hours per week.  It is an impractical 
methodology when applied to individuals whose hours vary in that an individual’s hours would not 
be known until the end of the month, at which time it would be too late to offer health coverage for 
that month.  For this reason, the use of a look-back method is allowed.  
 

https://www.cbiz.com/insights-resources/details/articleid/3810/HRB-90-Final-Rules-90-Day-Waiting-Period
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A look-back method is based on the premise that hours worked are calculated during a 
measurement period.  Based on those hours worked, an individual is deemed full-time or not full-
time.  The initial look-back method runs from the individual’s date of hire or shortly thereafter.  An 
employer is allowed to use, for example, the first of the month following the date of hire.  The 
advantage to this methodology is that the employer would only have up to 12 initial measurement 
periods to monitor in any 12-month period.   The initial measurement period can run 3 to 12 months, 
and may be followed by an administrative period.  The combined measurement and administrative 
periods cannot exceed 13 months, plus a fraction of a month, measured from the date of hire. 
 
To move from initial employee status to on-going employee status, the individual must be measured 
as an on-going employee beginning with the first standard measurement period that occurs after 
the date of hire.  For this purpose, an on-going employee is an employee who has been employed 
for at least one standard measurement period.   
 

Examples.  See Illustrative Examples on pages 11 to 13.  For Examples 1 through 5 below, 
assume the following parameters: 
 Standard stability period:  January 1 through December 31 
 Standard measurement period:  November 1 through October 31of previous year 
 Administrative period: November 1 through December 31 

 
Example 1.  John is an on-going employee.  During a standard measurement period of 
November 1, 2015 to October 31, 2016, John, on average, works at least 30 hours per week.  
Thus, John is deemed a full-time employee for the standard stability period for the 2017 
calendar year. 
 
Example 2.  Joe is hired on May 1.  He is determined to be a variable hour employee.  An initial 
12-month measurement period running from May 1 to April 30 is used to determine his status.  
The initial measurement period is followed by a one-month administrative period, May 1 through 
May 31.  Joe is deemed to be full-time based on hours worked during the initial measurement 
period.  Joe’s initial stability period runs from June 1 through May 31.  Coincident with the initial 
measurement period, Joe is measured during the first standard measurement period that arises 
after his date of hire.  Joe is deemed full-time based on hours worked during the standard 
measurement period.  Thus, Joe is deemed full-time during the standard stability period, a 
portion of which, January through May coincides with his initial stability period.  In addition to 
being deemed full-time during the initial stability period, Joe is deemed full-time for the balance 
of the standard stability period, June 1 through December 31. 

 
TRANSITION RELIEF. The final regulations allow an employer to use a 6-month measurement period 
during 2014 to correspond with a 12-month stability period in 2015.  To use this transition relief, the 
6-month measurement period must be a consecutive 6-month period beginning no later than July 1, 
2014 and can be paired with up to a 90-day administrative period. 

Example.  Assume Old Company employs 200 employees, 80 of whom are variable hour 
employees.  Assume Old Company sponsors a health plan with a calendar year plan year.  For 
the first year of compliance (which is 2015 for Old Company), Old Company can use a 
measurement period of 6 consecutive months (May 1, 2014 through October 31, 2014) with no 
more than 90 day administrative period of November 1, 2014 through December 31, 2014.  Old 
Company measures the 80 variable hour employees to determine whether on average they 
work 30 or more hours per week during the transitional measurement period.  Based on this 
determination, individuals will be deemed full-time or not full-time for the standard stability 
period. 
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What happens if an employee has no hours of service?   
If an employee has no hours of service for more than 13 consecutive weeks, and if the individual 
returns to work, the individual can be treated as a new hire.  [Note, for school employees, the 
applicable break in service period is 26 consecutive weeks].  Conversely, if the individual returns to 
work in less than 14 consecutive weeks, then the individual must be returned to the status that 
he/she had prior to the break in service.   
 

Example 3.  During standard measurement period, Joe worked an average of 30 or more 
hours per week.  Joe is deemed to be a full-time employee during stability period.  Joe does 
not perform any hour of service and is not paid between April 1 through July 8 (total of 14 
weeks).  None of this time qualifies as a special unpaid leave of absence.  Joe is re-hired on 
Nov 1.  Because Joe has incurred a 13-consecutive week or greater period of break in 
service, Joe can be considered a new hire, qualifying for a new initial measurement period. 

 
Example 4.  Assume the same facts as above, except Joe returns to work on May 27 (8 
weeks measured from April 1 through May 27).  Joe is deemed full-time in accordance with 
his pre-break status since the break in service is shorter than 13 weeks. 

 
What if an individual’s status changes during a measurement period?   
If an individual is a variable hour employee and is in an initial measurement period, and if that 
individual’s status changes to full-time, then the individual must be treated as a full-time employee 
by the first of the 4th month from the date of change in status. 
 

Example 5.  Joe is hired on July 1 as a variable hour employee.  His initial measurement 
period runs from July 1 through June 30.  On January 15 (during the initial measurement 
period), Joe is moved to a new position.  The new position qualifies as a full-time position.  
On May 1, Joe must be treated as a full-time employee. 

 
The final regulations include several complex rules relating to change in status for on-going 
employees.  Put very simply, if a look-back period is used, the individual’s status of deemed full-
time or not full-time is maintained for the entire stability period.  If the monthly measurement method 
is being used, and if an individual’s work classification changes from part-time to full-time or vice 
versa, then the employer would not risk a shared responsibility penalty as long as an offer of 
coverage is made by the first day of the fourth month following the change in employment status. 
 
Next Steps 
 Determine which employees are full-time (30+ hours per week or 130 hours per month). 
 Determine which employees are part-time (<30 hours per week or 130 per month). 
 Determine which employees are variable or seasonal. 
 Review health plan eligibility provisions and modify if necessary to reflect intended eligibility 

standards.  
 Decide whether to take advantage of a look-back (measurement) and stability period.   

 If using a measurement/stability period: 
 Define it for new employees (initial) and define it for on-going employees 

(standard). 
 Add to new hire practice, a determination of whether the individual is full-time, 

part-time, variable or seasonal.   
 Track hours of service:  Identify full-time, part-time, variable or seasonal 

individuals.   
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 Track hours of service for all employees. 
 If variable or seasonal, track hours worked during measurement period. 

 If you’re not using a measurement/stability period, analyze status each month. 
 

WHAT IS AN “OFFER OF COVERAGE” FOR ACA SHARED RESPONSIBILITY PURPOSES? 
An offer of coverage is an offer of minimum essential coverage (“MEC”).  Generally, MEC includes 
the type of coverage available under most insured and self-funded employer-sponsored group 
health plans, without regard to grandfathered status.  In order to avoid all shared responsibility 
penalties, the coverage offered must meet an affordability standard and a minimum value standard. 
 
Affordability Standard.  Coverage under an employer-sponsored plan is deemed affordable to a 
particular employee if the employee's required contribution to the plan does not exceed 9.5% of the 
employee's household income for the taxable year, based on the cost of single coverage in the 
employer’s least expensive plan.  Under multi-employer plans, the employee contribution cannot 
exceed 9.5% of wages reported to the multi-employer plan. 
 
With some clarifications, the final regulations retain the three safe harbors for purposes of 
determining affordability; they are: 

1. A Form W-2 determination in which the employer’s lowest cost self-only coverage 
providing minimum value does not exceed 9.5% of the employee’s Form W-2 wages (Box 1) 
for the calendar year.   

2. A rate of pay method in which the minimum value cannot exceed 9.5% of an amount equal 
to 130 hours, multiplied by the employee’s hourly rate of pay as of the first day of the 
coverage period.  For salaried employees, the monthly salary is used instead of the 130 
hour standard. The final regulations permit an employer to apply this method to hourly 
employees if they experience a reduction in pay during the year.  The rate of pay method 
cannot be used for commissioned sales people.   

3. A Federal poverty line (FPL) standard in which cost of single coverage does not exceed 
9.5% of the individual federal poverty line rate for the applicable calendar year, divided by 
12.  The final regulations permit an employer to use the poverty guidelines in effect six 
months prior to the beginning of the plan year. 

 
An employer can use one of the optional safe harbors above for its entire employee population.  In 
the alternative, the employer can apply one of these safe harbors to a specific category of 
employees, such as a particular job category or by compensation status (hourly vs. salaried), as 
long as the method is uniformly and consistently used for all employees in the particular category. 
 
Minimum Value Standard.  Coverage is deemed to meet the minimum value standard if it covers a 
minimum of 60% of the total allowed cost of benefits expected to be incurred under the plan.  For 
purposes of determining whether an employer’s group health plan provides a minimum value of 
benefits, the plan can utilize a minimum value calculator, a designed-based safe harbor checklist 
established by HHS/IRS, or the plan can seek an appropriate actuarial certification.   
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How often must coverage be offered? 
MEC must be offered at least once per year.  These regulations clarify that the offering of coverage 
is deemed satisfied if individuals have an opportunity to change their elections at least once per 
year. 
 
When does an offer of coverage by a third party qualify as an offer of coverage by an 
employer? 
If an employer contributes to a multi-employer or single employer Taft-Hartley plan or a multiple 
employer welfare arrangement, it is deemed to be an offer of coverage by the employer.   
 
If an employer contracts with a professional employer organization (PEO) or other staffing type 
arrangement and if the employer is deemed to be the co-employer, then the employer’s obligation 
of offer coverage will be satisfied through/by coverage through the PEO only if there is an additional 
charge to the employer for each participant who elects coverage. 
 
Who must be offered health coverage?   
MEC must be offered to employees working 30 or more hours per week (employees plus 
dependents beginning in 2015 and beyond) or risk becoming subject to the ‘no coverage’ penalty.  
It should be noted that for these purposes, dependent includes the employee’s son or daughter 
through the end of the month of their 26th birthday.  Dependent does not include a step-child or 
foster child nor the spouse of an employee.  Children who are not U.S. citizens, with exception of 
certain adopted children, need not be offered coverage for shared responsibility purposes; with the 
exception of children from contiguous countries. 
 
Employees of a Control Group.  If an employee works for more than one entity in a control group or 
commonly controlled group of businesses, the employer for whom the individual works the most 
hours is deemed to be the employer for shared responsibility purposes.  If the individual works the 
same number of hours for each entity, the entities can decide who will be the ‘employer’ for shared 
responsibility purposes.   
 
Next Steps 
 Assess the health coverage offering   

 Make certain full time employees, those working 30 or more hours per week, are 
given an effective opportunity to accept or decline MEC at least once per year.   

 Make certain the offer is available to the dependent children of the employee through 
the end of the month of the dependent’s 26th birthday.  If coverage is not currently 
available to dependent children, work toward this goal. 

 Define methodology for determining affordability: Form W-2 method, the rate of pay method 
or the Federal poverty line (FPL) standard. 

 Know your risk. How many full-time employees are offered MEC? Is it affordable? To avoid 
a penalty risk, offer adequate coverage at an affordable rate. It is the offer, not the take-up 
rate, which matters. 

 
ACA’S EMPLOYER SHARED RESPONSIBILITY PROVISIONS UNIQUE TO EDUCATIONAL ORGANIZATIONS 
Educational organizations employing 50 or more employees are subject to the employer shared 
responsibility requirements of the ACA in the same manner as all other employers.  However, there 
are some provisions unique to educational organizations that are hi-lighted below. 
 
Periodic Breaks during Academic Year.  Frequently, the academic year runs on a nine or ten-
month schedule, rather than a 12-month schedule.  Further, the academic year often includes 



CBIZ Health Reform Bulletin 
 

 
March 10, 2014 – HRB 91        Page 10 
 

periodic breaks of a few weeks, such as a winter break.  The final regulations relating to the 
employer shared responsibility requirement provide that these breaks cannot be used to negatively 
impact hours worked by employees of the educational system.  In summary, break time must be 
disregarded in calculating hours.  Alternatively, hours during the break, not to exceed 501 hours, 
must be attributed to the overall time worked by the educational employee. 
 
Calculating hours of service.  As a general statement, a reasonable allocation of time must be 
granted for work performed. The final rules make the following clarifications in calculating hours of 
service by educational organizations: 
 Hours of service does not include services received by students on a federal work-study 

program.  Note, though, that other student worker hours, such as internships or externships, 
are counted. 

 Adjunct faculty. For adjunct faculty members, a reasonable amount of time must be 
allocated for time worked. The regulations provide a safe harbor of sorts that require 75 
minutes per hour of class time allocated to preparation, or the use of any other reasonable 
method for calculating hours of service.  In addition, other obligatory time required of the 
individual, such as required office hours, must be counted. 

 Volunteers.  Hours of service offered by volunteers of educational organizations are not 
counted.  Many schools may use volunteers for coaching, athletics or leading other 
extracurricular activities.  These hours need not be counted even if the volunteer is 
reimbursed for expenses or paid a ‘de minimis’ stipend.  Schools with positions that are or 
may be volunteer positions should work with their legal counsel to ensure that the position’s 
status meets all of the requirements of a volunteer position.  The regulations are not clear on 
how to handle dual role individuals; for example, an individual who is a teacher but also 
volunteers time as an extracurricular coach. 

 
Break in service rules.  The regulations retain the break in service rules set forth in the proposed 
regulations.  Specifically, an individual would have to have at least a 26-week period during which 
no hour of service is credited before the individual could be treated as a new employee for ACA 
purposes.   
 
Next Steps for Educational Organizations 
 Identify the various types of employees employed by the educational organization, including 

but not limited to: 
 Full-time employees; 
 Variable hour employees; 
 Seasonal employees; 
 Part-time employees; and 
 Volunteers 

 Develop a system to track hours worked.  Determine whether a look-back period or a 
monthly measurement period will be used for a particular class of employees. 

 
The information contained herein is not intended to be legal, accounting, or other professional advice, nor are these comments directed to 
specific situations. The information contained herein is provided as general guidance and may be affected by changes in law or regulation. 

The information contained herein is not intended to replace or substitute for accounting or other professional advice. Attorneys or tax 
advisors must be consulted for assistance in specific situations. This information is provided as-is, with no warranties of any kind. CBIZ shall 
not be liable for any damages whatsoever in connection with its use and assumes no obligation to inform the reader of any changes in laws 
or other factors that could affect the information contained herein. As required by U.S. Treasury rules, we inform you that, unless expressly 
stated otherwise, any U.S. federal tax advice contained herein is not intended or written to be used, and cannot be used, by any person for 

the purpose of avoiding any penalties that may be imposed by the Internal Revenue Service. 
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ILLUSTRATIVE EXAMPLES 
The following depictions illustrate the examples (repeated here below) provided on pages 6 and 7 of 
this Health Reform Bulletin  
 

Examples.  For Examples 1 through 5 below, assume the following parameters: 
 Standard stability period:  January 1 through December 31 
 Standard measurement period:  November 1 through October 31 of previous year 
 Administrative period: November 1 through December 31 

 
Example 1.  John is an on-going employee.  During a standard measurement period of 
November 1, 2015 to October 31, 2016, John, on average, works at least 30 hours per week.  
Thus, John is deemed a full-time employee for the standard stability period for the 2017 
calendar year. 

  
 

 

 

 

 

 

 

 

 

 

Example 2.  Joe is hired on May 1.  He is determined to be a variable hour employee.  An initial 
12-month measurement period running from May 1 to April 30 is used to determine his status.  
The initial measurement period is followed by a one-month administrative period, May 1 through 
May 31.  Joe is deemed to be full-time based on hours worked during the initial measurement 
period.  Joe’s initial stability period runs from June 1 through May 31.  Coincident with the initial 
measurement period, Joe is measured during the first standard measurement period that arises 
after his date of hire.  Joe is deemed full-time based on hours worked during the standard 
measurement period.  Thus, Joe is deemed full-time during the standard stability period, a 
portion of which, January through May coincides with his initial stability period.  In addition to 
being deemed full-time during the initial stability period, Joe is deemed full-time for the balance 
of the standard stability period, June 1 through December 31. 

  

Ongoing Variable Employee Measurement – Standard Measurement Period 

November

January

March

February

April

May

June

JulyAugust

September

October

December

Standard Measurement Period  
 
 Administrative Period  
 
Stability Period – Deemed Full-Time 
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Initial Measurement Period Coincides With   Standard Measurement Period 
For Variable New Hire     For Ongoing Variable Employee 

 

 
Example 3.  During standard measurement period, Joe 
worked an average of 30 or more hours per week.  Joe is 
deemed to be a full-time employee during stability period.  Joe 
does not perform any hour of service, and is not paid between 
April 1 through July 8 (total of 14 weeks).  None of this time 
qualifies as a special unpaid leave of absence.  Joe is re-hired 
on Nov 1.  Because Joe has incurred a 13-consecutive week 
or greater period of break in service, Joe can be considered a 
new hire, qualifying for a new initial measurement period. 

 

 

 

 

 

 

Initial Measurement Period = May 1 to April 30th 

Administrative Period = May 1 to May 31 

Stability Period =June 1 to May 31 

Standard Measurement Period = Nov 1 to Oct 31 

Administrative Period = Nov 1 to Dec 31 

Stability Period =Jan 1 to Dec 31 

       

November

January

March

February

April

May

June

JulyAugust

September

October

December

Standard Measurement Period = Nov 1 to Oct 31 

Administrative Period = Nov 1 to Dec 31 

Stability Period =Jan 1 to Dec 31 

Break In Service = Apr 1 to Jul 8 

Initial Measurement Period – New Hire Nov 1 to Oct 31 

 

 

 

        

November

January

March

February

April

May

June

July
August

September

October

December

Ongoing Variable Employee Measurement – Standard 
Measurement Period 

November

January

March

February

April

May

June

JulyAugust
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October
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Example 4.  Assume the same facts as above, except Joe returns to work on May 27 (8 weeks 
measured from April 1 through May 27).  Joe is deemed full-time in accordance with his pre-break 
status since the break in service is shorter than 13 weeks. 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 

 

Standard Measurement Period = Nov 1 to Oct 31 

Administrative Period = Nov 1 to Dec 31 

Stability Period =Jan 1 to Dec 31 

Break In Service = April 1 to May 27 

 

 

 

       

November

January

March

February

April

May
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JulyAugust
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October

December
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