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1. SCOPE AND RANGE OF RATE INCREASE 
 
Avera Health Plans, Inc. (Avera) is requesting a rate increase for the Avera Benefit Solutions small group products (ConnectPlus and 
TotalChoice) for Iowa with an effective date of January 1, 2027. 
 
The requested overall rate increase impacts approximately 196 members. The rate increase being requested for the ConnectPlus 
products is 23.7% averaged across all members. Rate changes vary by plan and network due to changes in cost sharing parameters 
(e.g., deductible, coinsurance, copays) relative to 2026 cost sharing parameters as well as adjustments to assumed network relativity 
assumptions, ranging from 17.6% to 34.5% by plan.  
 
2. FINANCIAL EXPERIENCE 
 
The financial experience for Avera’s South Dakota small group ACA-compliant products, which supports manual rate projections in Iowa, 
was unfavorable in 2025 relative to the 2024 experience used to develop 2026 rates. 
 
Avera’s financial experience for its Iowa small group ACA-compliant products for 2025 was also unfavorable relative to target loss ratios 
for the product.  
 
3. CHANGES IN MEDICAL SERVICE COSTS AND TREND ASSUMPTIONS 

 
To capture the increasing cost and utilization of medical services, projections from manual rate experience assume 6.8% annual trend. 
This assumption is based on analysis of regional and national trends and actuarial judgment. 
 
4. CHANGES IN BENEFITS 

 
Avera will make cost sharing modifications by plan to comply with the final 2027 Actuarial Value Calculator and based on 2027 strategic 
considerations. To the extent the plan changes lead to a higher or lower level of benefit richness, the premium rates would increase or 
decrease, respectively. 
 
5. ADMINISTRATIVE COSTS AND ANTICIPATED PROFITS 
 
Avera is targeting a loss ratio of 83.3% for its small group block of business in January 2027. This loss ratio allows 16.7% for total health 
plan administrative costs, taxes, fees, and anticipated profits. 
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I. General Information 
This document contains the Part III Actuarial Memorandum for Avera Health Plans, Inc.’s (AHP) small group block of 
business, effective January 1, 2027. This Actuarial Memorandum is submitted in conjunction with the Part I Unified 
Rate Review Template (URRT). 

The purpose of the Actuarial Memorandum is to provide certain information related to the submission of the premium 
rate filing, including support for the values entered in the Part I URRT (which supports compliance with the market 
rating rules and reasonableness of applicable rate increases). This memorandum may not be appropriate for other 
purposes. 

This information is intended for use by the State of Iowa’s Insurance Division, the Center for Consumer Information and 
Insurance Oversight (CCIIO), and their subcontractors to assist in the review of AHP’s small group rate filing. However, 
we recognize this certification may become a public document.  

 
 

 

 
 

 
 
 

  

 
 
 
 

  

COMPANY IDENTIFYING INFORMATION 

Company Legal Name:    Avera Health Plans, Inc. 

State:     Iowa 

HIOS Issuer ID:    74980 

Market:     Small Group 

Effective Date:    January 1, 2027 

COMPANY CONTACT INFORMATION 

Primary Contact Name:    

Primary Contact Telephone Number: 

Primary Contact Email Address:   

DESCRIPTION OF BENEFITS 

These products provide comprehensive medical benefits for services received within the provider network. These 
products have various cost sharing designs, which are a combination of deductibles, coinsurance, and copayments 
that vary for in-network services. Pharmacy cost sharing for some plans reflects a six-tier (preventive, preferred generic, 
non-preferred generic, preferred brand, non-preferred brand, and specialty) copay or coinsurance structure. For other 
plans, the deductible and coinsurance apply to pharmacy costs instead of the six-tier copay structure.  

Avera Benefit Solutions is a PPO product with Gold, Silver, and Bronze benefit plan options that provide coverage for 
inpatient, outpatient, professional, prescription drugs, and miscellaneous services subject to deductible, coinsurance, 
and copays.  
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Avera Benefit Solution introduced a new line of TotalChoice plan options beginning in calendar year 2026. These plans 
have a broader network configuration than AHP’s ConnectPlus PPO plans, offering member access to additional 
hospitals and providers.
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IV. Benefit Categories 
We categorized the experience to benefit categories as shown in Worksheet 1, Section II of the Part 1 URRT based on 
place and type of service using a detailed claims mapping algorithm summarized, as follows: 

 Inpatient Hospital: Includes non-capitated facility services for medical, surgical, maternity, mental health and 
substance abuse, skilled nursing, and other services provided in an inpatient facility setting and billed by the facility.

 Outpatient Hospital: Includes non-capitated facility services for surgery, emergency room, lab, radiology, therapy, 
observation, and other services provided in an outpatient facility setting and billed by the facility. 

 Professional: Includes non-capitated primary care, specialist, therapy, the professional component of laboratory 
and radiology, and other professional services, other than hospital-based professionals whose payments are 
included in facility fees. 

 Other Medical: Includes non-capitated ambulance, home health care, Durable Medical Equipment (DME), 
prosthetics, supplies, vision exams, dental services, and other services. The measurement units for utilization used 
in this category are a mix of visits, cases, procedures, etc. 

AHP’s projected prescription drug claims are included in the “Prescription Drug” line in the URRT with a benefit category 
of “Prescription Drugs.”  
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TREND FACTORS (COST / UTILIZATION) 

The manual rate experience was trended forward to benefit year 2027  

  

INCLUSION OF CAPITATION PAYMENTS 
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VII. Credibility of Experience 
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XI. Calibration 
A single calibration factor is applied to the Plan Adjusted Index Rates to calibrate rates for the expected age and 
geographic distributions expected to enroll in the plan. The single calibration factor is applied uniformly across all plans.

AGE CURVE CALIBRATION 

In order to determine the calibration factor for age, the projected distribution of members by age was determined. The 
weighted average of the factors in the CMS federal age curve was then calculated using this distribution. The average 
age was then determined by finding the age of a member that would have the closest factor to the weighted average 
age curve calibration factor. Prior to applying the allowed rating factors for age, geography, and tobacco, the plan 
adjusted index rates need to be multiplied by the age curve calibration factor.  

The weighted average age curve calibration factor is  The calibration to the age curve complies with the rating 
rules specified in 45 CFR Part 147, §147.102. 

GEOGRAPHIC FACTOR CALIBRATION 
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XIV. AV Metal Levels 
The AV Metal Values included in Worksheet 2, Section I of the URRT were developed based on the CMS Actuarial 
Value Calculator (AVC). 
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XVII. Plan Type 
There are no differences between the AHP plans and the plan type selected in the drop-down box in Worksheet 2, 
Section I of the URRT. 
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XVIII. Reliance 
In preparing the Part I Unified Rate Review Template (URRT) and Part III Actuarial Memorandum, we relied on 
information provided by AHP. To the extent it is incomplete or inaccurate, the contents of the URRT and Actuarial 
Memorandum, along with many of the conclusions, may be materially affected. 

We performed a limited review of the data used directly in the analysis for reasonableness and consistency and have 
not found material defects in the data. If there are material defects in the data, it is possible they would be uncovered 
by a detailed, systematic review and comparison of the data to search for data values that are questionable or for 
relationships that are materially inconsistent. Such a review was beyond the scope of the assignment. 
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XIX. Actuarial Certification 
I, Matt T. Mraz, Senior Consulting Actuary with the firm of Milliman, Inc., am a member of the American Academy of 
Actuaries, and I meet its Qualification Standards to render the actuarial opinion contained herein. Avera Health Plans, 
Inc. engaged me to provide the opinion herein. 

The rates accompanying this Actuarial Memorandum reflect current law and regulations effective at the time of this rate 
filing submission. Future regulatory changes may affect the extent to which the rates are neither excessive nor deficient. 

I certify to the best of my knowledge and judgment: 

1. The projected index rate is: 

 In compliance with all applicable State and Federal Statutes and Regulations (45 CFR 156.80(d)(1)). 

 Developed in compliance with the applicable Actuarial Standards of Practice. 

 Reasonable in relation to the benefits provided and the population anticipated to be covered. 

 Neither excessive nor deficient based on my best estimates of the 2027 small group market. 

2. The index rate and only the allowable modifiers as described in 45 CFR 156.80(d)(1) and 45 CFR 156.80(d)(2) 
were used to generate plan level rates. 

3. The geographic rating factors reflect only differences in the costs of delivery (which can include unit cost and 
provider practice pattern differences) and do not include differences for population morbidity by geographic area. 

4. The CMS Actuarial Value Calculator was used to determine the AV Metal Values shown in Worksheet 2, Section 
I of the Part I Unified Rate Review Template for all plans. 

5. The proposed premium rates in this filing are actuarially sound in aggregate. 

6. The entire rate filing is in compliance with all the applicable laws and rules of Iowa and the benefits are reasonable 
in relation to premium. 

The Part I Unified Rate Review Template (URRT) does not demonstrate the process used to develop proposed 
premium rates. It is representative of information required by federal regulation to be provided in support of the review 
of rate increases, for certification of qualified health plans for federally facilitated exchanges, and for certification the 
index rate is developed in accordance with federal regulation and used consistently and only adjusted by the allowable 
modifiers. 

The information provided in this Actuarial Memorandum is in support of the items illustrated in the URRT and does not 
provide an actuarial opinion regarding the process used to develop propose premium rates. It does certify rates were 
developed in accordance with applicable regulations, as noted. 

Differences between the projections and actual amounts depend on the extent to which future experience conforms to 
the assumptions made for this analysis. It is certain actual experience will not conform exactly to the assumptions used 
in this analysis.  

Actual amounts will differ from projected amounts to the extent that actual experience deviates from expected 
experience. 


