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HOW TO CALCULATE EMPLOYER SIZE FOR PURPOSES OF THE LARGE EMPLOYER MANDATE 

One of the best-known provisions under the Affordable Care Act (ACA) is the “Employer Shared 

Responsibility” (also known as the “Employer Mandate” or the “Play-or-Pay” rule).  Under this 

provision, “large” employers may be subject to penalties (under IRC section 4980H) if they do not 

offer health coverage to substantially all of their full-time employees and dependents but not 

spouses or they do offer coverage but it is either not “affordable” or does not provide “minimum 

value.”   The penalties will apply if full-time employee purchases coverage in the Exchange and 

qualifies for a premium subsidy or cost-sharing reduction. 

The ACA and prior guidance defined a “large” employer as an employer who employed on average 

at least 50 full-time employees (FT EEs) or “full-time equivalents” (FTEs) during business days in the 

prior calendar year.  Final regulations (issued February 10, 2014) include several special transition 

rules, one of which delays the effective date of the Employer Mandate to the first day of the 2016 

plan year for employers with 50-99 employees in 2014 who certify in writing that they meet three 

specific conditions.  Thus, it is critical for employers to correctly calculate how many full-time 

employees and full-time equivalents they have in any particular year: 

 Fewer than 50:  employer is not subject to the ESR mandate 

 50-99:  employer is not subject to the ESR mandate until 2016 if meet specific conditions 

 100 or more:  employer is subject to the ESR mandate in 2015 

One additional note:  the concept of full-time equivalents applies only in the calculation of employer 

size, but not in determining which employees the large employer must offer coverage to or must 

count in penalty calculations. 

This article walks through the process of determining employer size on a step-by-step basis and 

includes examples. 

 

Overview of How to Calculate Total Number of Employees 

To determine employer size for a particular year, count the number of employees for each month in 

the prior year, add the monthly totals, and divide by 12 to calculate the average number of 

employees per month.   To determine employer status for 2015 only, one of the transition rules in 

the Final regulations allow an employer to count employees in six consecutive months during 2014 

rather than in all 12 months of 2014.  There is also a “seasonal employee exception” (Explained 
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below), but an employer who uses this exception will have to count employees in all 12 months 

rather than in only six. 

The total number of employees in each month is the sum of: 

 Regular full-time employees (FT EEs) in that month, plus 

 Seasonal employees (SEs) who worked at least 30 hours per week, or at least 130 for that 

month, plus 

 “full-time equivalents” (FTEs) in that month 

Thus, total employees in any one month = FT EEs + SEs + FTEs 

 A “full-time equivalent” is two or more part-time employees whose hours total 120 hours in a 
month.  For example, one FTE could be two part-time employees who each work 60 hours a month, 
or three part-time employees who each work 40 hours a month.  An employer with fewer than 50 
full-time employees could be a large employer if it employs a lot of part-time employees.   
 
Example:  How 10 Part-Time Employees =  6 “Full-Time Equivalents” 
 
 4 PT-EEs who work 25 hours/week = 400 hours/month   (25 hours x 4 weeks x 4 EEs) 
 4 PT-EEs who work 15 hours/week = 240 hours/month   (15 hours x 4 weeks x 4 EEs) 
 2 PT-EEs who work 10 hours/week =   80 hours/month   (10 hours x 4 weeks x 2 EEs) 
10 PT-EEs =                 720/ 120 = 6 “FTEs” 
 

The Specific Process to Calculate Total Number of Employees 

The specific process to determine employer size for a particular year is as follows: 

1.  For each month: 

_____ Number of regular full-time employees - those who work at least 30 hours/week or 130 
 hours in this month. 

_____ Number of seasonal employees who worked at least 130 hours in this month.  These  
 employees are considered full-time employees for this month. 
_____ Total hours worked by part-time employees for the month.  Part-time employees are those 

who worked fewer than 130 hours in this month, but do not count more than 120 hours per 
month for any one part-time employee. 

_____ Number of FTEs for this month.  Divide total part-time hours for the month by 120 to 
determine the number of FTEs.  Count any fractions.  Do not round up or down. 

_____ Total of the above three categories of employees.  This is the total number for the 
month.  
 

2.  Repeat step #1 for each month of the year (or for any six consecutive months in 2014, if the 
employer elects to use the transition rule noted above).    
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3.  Total the monthly numbers to get an annual number, then divide by 12 (or by 6 in 2014, if the 

employer elects to use the transition rule).   At this state, ignore any fraction.   For example, 49.8 

employees would count only as 49 employees;  99.7 employees would count as 99 employees. 

4.   What was the monthly average?  

 Fewer than 50 employees:  employer is not subject to the ESR mandate 

 50-99:  in 2015 the employer is not subject to the ESR mandate if the employer meets 

specific conditions and submits a written certification (on a form not yet issued, as of 

February 24, 2014), as detailed below.   In 2016, or as of the 2016 plan year if certain other 

conditions are met, an employer with 50-99 employees will be subject to the ESR. 

 100 or more:  employer is subject to the ESR mandate in 2015, unless the” seasonal 

employee exception” applies.   

5.  Seasonal Employee Exception: 

o If an employer has more than 50 full-time employees or FTEs for 120 days or fewer during 
the calendar year (i.e., has 50 or fewer employees for 8 months of the year), and 

o During that 120 days (or fewer), the employees in excess of 50 were seasonal employees: 
o The employer does not count those seasonal employees in its count, so it would NOT be a 

large employer. 
o For 2015, substitute 100 for 50 in the above calculations. 

 

Examples  

The following two examples illustrate how the difference of only a few employees in two months 

can make the difference between a “large” and “small” employer.  The examples use the 50 

employee threshold.  In both examples, the employer does not have more than 43 regular full-time 

employees in any month. 

Example 1:  Large Employer with only 40-43 Regular Full-time Employees  

 Jan Feb Mar April May June July Aug Sept Oct Nov  Dec 
FT EEs 40 40 40 41 41 40 40 40 40 43 43 40 
Seasonal  0  0  0  0  0 25 25 25 15  2  0  0 
FTEs 6.5 8.5 10 10 14   5   5   5   5  5  5  0 
Total 46.5 48.5 50 51 55 70 70 70 60 50 48 40 

 

o Total FT EEs and “FTEs” = 659 

o Divided by 12 = 54.92 

o This is a large employer unless the seasonal employee exception applies, even though it 

never had more than 43 regular full-time employees in any month. 
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o Seasonal Employee Exception:  Not met because the employer had 50 or fewer 

employees only in six months, not in eight:  January, February, March, October, 

November and December 

o So this IS a large employer for the following calendar year. 

 

Example 2:  NOT a Large Employer with 40-43 Regular Full-time Employees 

The numbers are almost the same as Example 1, but the employer has only 50 total employees in 

April and 50 in September (rather than 51 and 60, respectively). 

 Jan Feb Mar April May June July Aug Sept Oct Nov  Dec 
FT EEs 40 40 40 41 41 40 40 40 40 43 43 40 
Seasonal  0  0  0  0  0 25 25 25   5  2  0  0 
FTEs 6.5 8.5 10  9 14   5   5   5   5  5  5  0 
Total 46.5 48.5 50 50 55 70 70 70 50 50 48 40 

 

o Total FT EEs and “FTEs” = 648 

o Divided by 12 = 54. 

o This is a large employer unless the seasonal employee exception applies. 

o Seasonal Employee Exception:  IS met because employer had 50 or fewer employees in 

eight months:  January, February, March, April, September, October, November, 

December.  And in May, June, July and August the employees in excess of 50 were 

seasonal employees. 

So this is NOT a large employer for the following calendar year. 


