Se|el’l\ Calculating ALE Status: What HR Teams Need to Know

To determine Applicable Large Employer (ALE) status for ACA (Affordable Care Act) reporting, the IRS has specific rules that
take into account full-time employees, full-time equivalent (FTE) employees, and seasonal workers. Here's a breakdown of

the key points:

1. ALE DETERMINATION BASICS

Employers are considered an ALE if they have an average of at least 50 full-time employees (including FTEs) during the

prior calendar year.
e  Full-time employee: Works at least 30 hours per week or 130 hours per month.

e  FTEs: Calculated by combining the hours of part-time employees (capped at 120 hours per employee per
month), then dividing the total by 120.

How to Calculate My FTE Status?

To calculate your number of full-time
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« Combine the total hours worked for the
month by all your non-full-time employees. Each Part-Time Employee . _ 60Hours
Youdo not need toinclude more than 120 . per Month
hours peremployee.
Add all hours for part-time 30 Employees X 60 Hours =
employees: 1,800 Hours
« Divide this total number of hours by 120. Traeseeee
Full-Time 1,800 Hours /120 = 15 FTEs + 30 Full-Time = -
Equivalent 15 FTE 0 45 FTEs l
EXAMPLE This company has 15 full-time equivalent employees for every month.
Add this numberto the number of full-time employees (15 + 30) to get a total of 45 FTEs.
EXPLANATION Since this company has 45 Affordable Care Act full-time employees, itis notan applicable large employer.

Formula:

Total hours of non-full-time employees
120

FTEs for a month =

Then:

Sum of full-time employees + FTEs for each month
12

ALE status =

If the result is 50 or more, the employer is an ALE. [irs.gov



https://www.irs.gov/affordable-care-act/employers/determining-if-an-employer-is-an-applicable-large-employer
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2. SPECIAL CONSIDERATIONS

Seasonal Workers

e If the workforce exceeds 50 employees only due to seasonal workers for no more than 120 days (or four
months) during the year, the employer may not be considered an ALE.

e Seasonal workers are defined as those who perform labor or services on a seasonal basis (e.g., retail workers
during holidays, agricultural workers).

Unpaid Time Off

e Employees on unpaid leave (e.g., unpaid FMLA, military leave) may still count toward ALE status depending on
how their hours are treated.

e The IRS uses a monthly snapshot approach, so unpaid time off can affect whether an employee is considered
full-time in a given month.

3. Controlled and Affiliated Groups

e If your organization is part of a controlled group or affiliated service group (under IRC Sections 414(b), (c), (m),
or (0)), all entities are aggregated for ALE determination.

e If one entity qualifies as an ALE, all entities are treated as ALE member

Disclaimer: At Selerix, we are not consultants or legal counsel and therefore cannot dictate an employer’s response to ACA
compliance requirements. Our role is to share our understanding of IRS guidelines and expectations surrounding employer
mandate compliance. We strongly encourage all clients to consult with their benefits advisor and/or legal counsel to ensure
their approach is fully compliant and tailored to their specific circumstances.






