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Understanding the Look-
Back Period

Assessing the Applicability
of the Employer Mandate to
Your Organization
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Beginning on January 1, 2015, employers with 50 or more full-time employees (including
full-time equivalent employees) will be subject to the Patient Protection and Affordable
Care Act’'s (PPACA) “employer mandate.” Under the employer mandate, such
“applicable large employers” must offer the vast majority of their full-time employees
(and their dependents) the opportunity to enroll in coverage or face the possibility of a
tax penalty.

Under PPACA, a full-time employee, with respect to any month, is an employee who
provides an average of 30 hours of service per week. However, enrolling and
disenrolling employees on a monthly basis would raise significant administrative issues
for employers and regulators. To address these issues, the Internal Revenue Service
has promulgated regulations that allow employers to use a “look-back measurement
method” to determine an employee’s full-time status under the law. This Legislative Alert
provides key information related to this look-back measurement method of determining
full-time employees.

What is the “look-back” period as defined by PPACA?

In general, the look-back measurement method allows the employer to select a look-
back period of time to measure whether the employee worked an average of 30 hours
per week. If the employee worked an average of 30 hours per week during the look-back
period, the employer must consider the employee a full-time employee during the
subsequent “stability” period, regardless of the number of hours the employee works
during the stability period.

How do | calculate the look-back period?
Calculation of the look-back period depends on whether the employee is (1) an ongoing
employee, or (2) a new variable hour employee or seasonal employee.

Ongoing employees. For an ongoing employee, an employer may determine full-
time status by using a look-back period of between 3 and 12 months. Under the
rules, the employer is given discretion to choose the length of the look-back
measurement period provided it conforms with the length of time rules discussed
above and that the determination is made on a uniform and consistent basis for all
employees in the same category.

New variable hour employees and seasonal employees. An applicable large
employer may also use a look-back measurement period for new variable hour
employees and for seasonal employees in certain circumstances. A new employee is
a variable hour employee if, based on the circumstances at the employee’s start
date, it cannot be determined that the employee is reasonably expected to work on
average at least 30 hours per week. For new variable hour and seasonal employees,
an employer may use a look-back period of between 3 and 12 months that begins on
any date between the employee’s start date and the first day of the first month
following the start date.
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Do | have to use a consecutive period of time?
Yes. The look-back period must use a consecutive period of time.

What is the “stability period” as defined by PPACA?

The stability period begins immediately after the look-back period and any administrative
period. Calculation of the stability period depends on the type of employee and whether
he or she is determined to be a full-time employee during the look-back period.

How do | calculate the stability period?
Ongoing employees. If an employer determines that an ongoing employee worked
full time during the look-back period, then the stability period must be at least the
greater of six consecutive calendar months or the length of the look-back period. If
the employer determines that the ongoing employee was not a full-time employee
during the look-back period, then the stability period must be no longer than the look-
back period.

New variable hour and seasonal employees. If a new variable hour or seasonal
employee is determined to be a full-time employee, then the stability period must be
the same as that for ongoing employees—either six consecutive calendar months or
the length of the look-back period, whichever is longer. If a new variable hour or
seasonal employee is determined not to be a full-time employee during the look-back
period, then the stability period may be, at a maximum, one month longer than the
look-back period. However, the stability period may not exceed the remainder of the
employer’s look-back period for ongoing employees (plus any associated
administrative period).

What is the “administrative period” as defined by PPACA?

Employers may impose an administrative period that begins immediately after the end of
the look-back period and ends immediately before the stability period. The purpose of
this administrative period, which may last up to 90 days, is to give employers time to
determine employee eligibility for coverage, notify them of their eligibility, and enroll them
in the plan.

How do | calculate the administrative period?

The administrative period may last up to 90 days. However, this administrative period
cannot create a gap in coverage for ongoing employees who are enrolled in coverage
because of full-time employee status. For new variable hour employees and seasonal
employees, the look-back period and administrative period combined may not extend
past the last day of the first calendar month beginning on or after the one-year
anniversary of the employee’s start date.
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Can | use different look-back periods, stability periods, or administrative periods

for different categories of employees?

Yes. According to the proposed rule on the employer mandate, an employer may select

different look-back periods, administrative periods, and stability periods for certain

categories of employees. For example, the proposed rule states that an employer may

select different periods for:

* Each group of collectively bargained employees covered by a separate collective
bargaining agreement.

* Collectively bargained and noncollectively bargained employees.

* Salaried employees and hourly employees.

* Employees whose primary places of employment are in different states.

Can | select a look-back period where | have the fewest number of employees? For
example, | am a seasonal employer with 50 full-time employees for six months.
For my look-back period, can | select the six months where those seasonal
employees are not working for me?

No. For new variable hour and seasonal employees, the look-back period must begin on
a date between the employee’s start date and the first day of the first calendar month
following the employee’s start date. Therefore, a seasonal employer would not be able to
use, as the look-back period, the six months where those seasonal employees are not
working.

Where can | go for more information?
Please visit www.healthcareexchange.com for blog posts, polls, surveys, and numerous
resources, or www.benefitmall.com to view previous Legislative Alerts.

Important Disclaimer: The views expressed in this post do not necessarily reflect the
official policy, position, or opinions of BenefitMall. The federal regulations offer some
basic guidance on how to calculate the total number of employees for purposes of the
employer mandate. However because different elements of PPACA are still being
finalized through the regulatory process, all employers and other stakeholders are
strongly encouraged to hire a locally-licensed attorney, certified public accountant, or
similar professional in their jurisdictions regarding any legal, benefit, or tax matters
discussed herein.



This reference guide is provided by BenefitMall. The views expressed in this Reference
Guide do not necessarily reflect the official policy, position, or opinions of BenefitMall or
Sage. This update is provided for informational purposes only. Please consult with a
licensed accountant or attorney regarding any legal andtax matters discussed herein.

The information contained in these materials was drafted prior to the July 2
announcement that many employer reporting requirements and the Employer Shared
Responsibility provision would be delayed to 2015. We have worked to revise these
materials to reflect the change, but we will await further federal guidance before updating
this information in a comprehensive manner.

©2013 BenefitMall. All rights reserved. BenefitMall, the BenefitMall Logo, the BenefitMall
ALL TOGETHER, BETTER Logo, the ALL Logo, ALL TOGETHER, BETTER and
CompuPay are trademarks or registered trademarks of Centerstone Insurance and
Financial Services, Inc. d/b/a BenefitMall or its affiliates in the U.S. California License
#063979. *All other trademarks are the property of their respective owners.
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