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Determining Eligibility for Health Coverage



Integrity Data’s leadership in
human capital management since 1996

More than 8,000 organizations worldwide use our technology to 
improve businesses processes
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Engaged by Microsoft to author payroll and human resources 
upgrades to the ERP system known as Microsoft Dynamics® GP

We have been immersed in ACA compliance software since 2012.
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“FULL-TIME” means

130 hours of service in 
a month – the monthly 
equivalent of at least 30 
hours of service a week 

“HOURS” means “hours of service”

In addition to paid hours that 
are clocked on the job, this 
includes situations that are 
not paid but during which the 
employee is available to the 
employer. 

“Hours” and 
“Full-time employee”

ACA REDEFINITIONS
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The two ACA methods for measuring when an 
employee is full-time [eligible for coverage]

Monthly measurement method
Employer counts an employee’s hours of 
service for each month in a calendar year.

Employer must treat an employee as 
being full-time for coverage purposes for 
any month in which the employee’s hours 
of service total 130.

This method is best suited for stable 
workforces where employees’ schedule are 
predictable.
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Look-back measurement method
An employer may determine the status of an 
employee as full-time during a future period 
(referred to as the stability period), based upon 
the employee’s hours of service in a prior 
period (referred to as the measurement 
period).

This method is the best measuring tool for 
workforces where employees’ hours vary.
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Monthly measurement method

• Full time status is based on 130 or more hours of service in any one 
month of the calendar year

• If an employee reaches 130 hours in any one month, they become 
eligible

• Best used in companies with all salaried or full-time employees.

• If company has part-time employees, the employee work schedule 
should be stable and controlled.



Look-back measurement method

• Not dependent on a single month but averages hour of service over a 
period of time.

• Measurement periods can be between 3 and 12 months

• Administrative period limits differ

• Stability periods cannot be less than 6 months and cannot be greater than the 
measurement period

Measurement Period Admin Stability Period



Standard Measurement (SM) periods

• Standard Measurement period
• Can be between 3 and 12 months

• Testing for ongoing variable-hour employees

• To be tested, the employee must have worked the entire measurement period

• Administrative period can be up to 3 months

• Stability period cannot be less than 6 months but not greater than the 
measurement period length



Testing is continuous

Measurement Period Admin Stability Period

Measurement Period Admin Stability Period

• When one measurement period ends, another measurement period begins
• There can be no gaps in coverage

• Eligibility for coverage is now like a light switch – it can be turned on and off 
depending on each test’s outcome.

• For variable-hour employees, testing to be eligible in a measurement period 
does not mean you reclassify them as full-time permanently.  



Initial Measurement (IM) period

• All new variable-hour employee will be tested in an initial measurement 
period tied to their start date – can be between 3 and 12 months.

• Employee must complete the entire initial measurement period before 
eligibility can be determined

• Administrative period: initial measurement period and administrative 
period cannot be greater than 13 months

• Stability periods for initial measurement and standard measurement 
periods should be the same length



Transition from IM to SM period testing

• All variable-hour employees who are tested in their initial measurement 
period will also be tested in the next SM period

• Once the IM period is completed, the employee will be tested in SM periods 
along with all ongoing variable-hour employees

• If the employee tested eligible in their IM period but not eligible in the 
subsequent SM period test, offer of coverage must be maintained through 
the entire IM stability period.

IM Measurement Period Admin IM Stability Period

SM Measurement Period Admin SM Stability Period



Q&A
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Special Rules around Employment 
Status changes 
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Employee moves from full-time to part-time

• Companies cannot automatically drop coverage when employee 
classification changes

• Employees that go from full-time to part-time will be tested as if they 
were a variable-hour employee from the beginning



Employees move from part-time to full-time

• Company must offer them coverage no later that the first day of the  
month after their first three full months at the new full-time position



Rehire – break-in-service rules
• The break-in-service rule applies to both the look-back and the monthly 

measurement methods.

• Returning employee can be classified a new hire provided they:
1. Had a break in service for 13 consecutive weeks, if the employer is not an educational 

institution
2. Had a break in service for 26 consecutive weeks, if the employer is an educational 

institution
3. Had previously been employed for at least 4 weeks and their absence of service was greater 

than their previous service – Rule of Parity

• Classifying employee as a rehire (new employee) or continuing them as an ongoing 
employee is at sole discretion of employer.

• The ACA rehire rules do not affect other areas of a company’s benefits. They are 
limited to health benefits.



Returning employees that would 
have been in a stability period

• If a returning employee had tested eligible for health coverage and they 
returned to service within the stability period they would have been 
entitled to, the company must honor that stability period.

• Company would have until the first day after the employee’s first three 
full months after return. 



Q&A
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Learn more! 

Educational 
resources 

www.acafluent.com
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Videos in Integrity Data’s ACA Reporting 101 series
• Does your business have to comply with the ACA? Are you an ALE 

(Using Santa Claus as an example)
• How do I comply with the ACA? And when?
• What is a 1095-C?
• Why comply? What are the penalties for employers?
• Is the IRS ready?

Downloadable e-book on “Affordable Care Act: Employer Essentials for 
IRS Reporting”

Downloadable ACA checklist for 2016

Blogs
Such as:
• IRS reporting FAQ: Which ACA eligibility measurement method should 

an employer use?
• ACA eligibility-testing methods: Can you change the measurement tool 

you use? If so, when?

http://www.integrity-data.com/aca-ebook/
http://www.integrity-data.com/aca-balance/
http://www.integrity-data.com/irs-reporting-faq-which-aca-eligibility-measurement-method-should-an-employer-use/
http://www.integrity-data.com/aca-eligibility-testing-methods-can-you-change-the-measurement-tool-you-use-if-so-when/


Thank you for your time.

To get on the fast and 
sure track to ACA compliance, 

please contact us:

sales@integrity-data.com
888.786.6162

Integrity Data’s publications and presentations are designed to make employers aware of 

IRS reporting requirements under the Affordable Care Act, best practices for compliance 

with those requirements, and the consequences of noncompliance. 

This material is intended to provide accurate information as of the date posted. It is 

provided with the understanding that neither Integrity Data, nor the authors and 

presenters, are rendering legal or accounting advice. 

With respect to your organization’s decision making for Affordable Care Act compliance, 

review the information presented with legal counsel specializing in employment law.




