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DATE: DECEMBER 18, 2015

On October 8, 2015, the Arkansas Insurance Department (AID) issued AID Bulletin # 15-2015,
entitled “Definition of Small Employer Under the Patient Protection and Affordable Care Act
(ACA).” AID Bulletin # 15-2015 was issued in response to federal legislation in the PACE Act
(“Protecting Affordable Coverage of Employees Act”) which permits a State to maintain its
current definition of “small group” in the small group market for ACA subject policies. In this
Bulletin, the Department advised it would continue to follow the definition of a small employer
as announced in AID Bulletin # 3-2012 which based the small employer size range from Ark.
Code Ann. § 23-86-303(34) as having at least two (2) but no more than fifty (50) employees.
Current State law at this time, both under Ark. Code Ann. § 23-86-303(34) as well as under § 23-
61-802(7)(A) define small employer as having not more than fifty (50) employees.

The Department issues this amendment to AID Bulletin # 15-2015 for the purpose of only
addressing permitted medical loss ratio allowances. In AID Bulletin # 15-2015, the Department
stated that, although a small group issuer would be permitted to follow State law as to the
numerical range of employees constituting a small employer, the small group issuer however
would be permitted to use a one (1) to one-hundred (100) employees medical loss ratio (MLR)
allowance, for purposes of determining the MLR for small group health insurance. Following
issuance of AID Bulletin # 15-2015, on October 19, 2015, the Centers for Medicare and
Medicaid Services (CMS) issued a publication, “Frequently Asked Questions on the Impact of
PACE Act on State Small Group Expansion,” addressing MLR allowances for State’s adopting
to use their own small group definitions for ACA subject small group policies. CMS explained
that States which use a 2-50 small group size have to follow the same numerical range of the

1200 West Third Street, Little Rock, AR 72201-1904 - (501) 371-2600 - (501) 371-2618 fax - www.insurance.arkansas.gov
Information (800) 282-9134 - Consumer Services (800) 852-5494 - Seniors (800) 224-6330 - Criminal Inv. (866) 660-0888



small employer definition for purposes of MLR. The Department therefore advises small group
issuers that the MLR allowance for ACA subject small group policies will be based on a 2-50
employees number rather than a 1-100 number. At this time, CMS is however permitting a
transition year on the MLR range allowance, and therefore, for 2015 MLR, Arkansas small
group issuers may include a 51-100 experience in their small group market. For any future year
extensions, or additional year transitions by CMS for MLR, the Department advises the issuers
that the Department intends to allow for those as published by CMS or as permitted by federal
law or rules for ACA subject small group policies, without the need for further amending this
Bulletin.

For any questions regarding this Bulletin, please contact Booth Rand at 501-371-2820.
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