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Life Actuarial (A) Task Force/ Health Actuarial (B) Task Force
Amendment Proposal Form*
1.
Identify yourself, your affiliation and a very brief description (title) of the issue.


Reggie Mazyck, NAIC
2.
Identify the document, including the date if the document is “released for comment,” and the location in the document where the amendment is proposed: VM-20 
3.
Show what changes are needed by providing a red-line version of the original verbiage with deletions and identify the verbiage to be deleted, inserted or changed by providing a red-line (turn on “track changes” in Word®) version of the verbiage. (You may do this through an attachment.)
VM-20 Criteria for CDHS

L. Clearly Defined Hedging Strategy 

1. A clearly defined hedging strategy must identify: 

a. 
The specific risks being hedged (e.g., cash flow, policy interest credits, delta, rho, vega, etc.). 

b. 
The hedge objectives. 

c. 
The risks that are not hedged (e.g., variation from expected mortality, withdrawal, and other utilization or decrement rates assumed in the hedging strategy, etc.). 

d. 
The financial instruments used to hedge the risks. 

e. The hedge trading rules, including the permitted tolerances from hedging objectives. 

f. The metrics for measuring hedging effectiveness. 

g. The criteria used to measure hedging effectiveness. 

h. The frequency of measuring hedging effectiveness. 

i. The conditions under which hedging will not take place. 

j. The person or persons responsible for implementing the hedging strategy. 

k. Areas where basis, gap or assumption risk related to the hedging strategy have been identified. 

l. The circumstances under which hedging strategy will not be effective in hedging the risks. 


 

2. 
Hedging strategies involving the offsetting of the risks associated with other products outside of the scope of these requirements is not a clearly defined hedging strategy.
4.
State the reason for the proposed amendment? (You may do this through an attachment.

The sentence from VM-20 Section 7.L.2 has been moved to the CDHS definition in VM-01, while the life insurance and variable annuity specific CDHS criteria remain in VM-20 and VM-21, respectively.
* This form is not intended for minor corrections, such as formatting, grammar, cross–references or spelling. Those types of changes do not require action by the entire group and may be submitted via letter or email to the NAIC staff support person for the NAIC group where the document originated. 
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