	20:06:20:02.  Transactions in financial futures. Insurance companies may not enter into financial futures contracts except as part of a hedging transaction. If at any time during the life of a hedge the dollar variation between the hedged item and the hedging transaction is no longer expected to correlate, the transaction cannot be considered a hedging transaction and the financial futures contract must be closed. The amortized cost of the hedged item may not be increased above its fair market value. If the insurer no longer expects to acquire or incur the hedged item, the hedge must be terminated. An insurance company's transactions in financial futures must be evidenced by a trade confirmation or other proof of ownership issued from an authorized entity within the definition of "exchange-traded" in subdivision 20:06:20:01(3).

	An insurance company may not have outstanding any form of margin and net deferred gains and losses from open, completed, or terminated financial futures contracts in an amount exceeding the limits in SDCL 58-27-51. Financial futures contracts must be in investments as described in subdivision 20:06:20:01(5) and, when combined with other current holdings, may not exceed the limits in SDCL 58-27, whether or not they are acquired at the delivery date.

	Source: 13 SDR 75, effective December 21, 1986.
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