Q1 The steps we would take to develop this model are as follows:
1. Set the objectives to be fulfilled by the model
a. In this case our objective is to make sure that after 1 year, the chances of the insurance company’s liabilities exceeding assets is just 0.5%, while assuming mostly worst case scenarios.
2. Plan the model and how it will be validated
a. The model needs to be robust so that it can handle all the possible scenarios. A sensitivity analysis will have to be carried out to check the sensitivity of the model against varying factors. A sample of all the inputs and outputs will need to be taken and if in this sample the probability of liabilities being greater than assets is less than 0.5%, the model will be deemed successful.
3. Collect and analyse the necessary data
a. The necessary data regarding balance sheet items and forecasted financial models with their probabilities should be collected and analysed.
4. Define the parameters to be considered and their appropriate values
a. In this case, the parameters considered would be the amount of assets and liabilities regarding the amount of premiums and pending liabilities and reserves to be booked. Our assumptions for these parameters will need to be prudent.
5. Capture the essence of a real world system and incorporate it into the model
a. Make sure the parameters considered in the model are realistic and feasible.
6. Get experts’ feedback on the model to ensure its valid
a. Industry experts on profitability of insurance companies should be consulted with. We can also do a Turing test, i.e, showing real world sets of inputs and outputs and those generated by the model and checking if the experts can differentiate between them. If they can, the model needs to be refined further.
7. Decide whether we need specialised simulation packages or a general purpose language, and choose a statistically reliable random number generator
8. Write and execute the computer program for the model.
9. Debug the program so that it generates the appropriate results
a. Remove any bugs or errors we might come across.
10. Test the reasonableness of the output of the model
a. Perform sensitivity testing on various sets of inputs so that the outputs are reasonable.
11. Review and consider the appropriateness of the model with respect to changes in outputs after small changes in inputs
a. Make sure that there is not too big a variation with a change in inputs.
12. Analyse the output 
a. Ensure the output makes sense			
13. Ensure the model is compliant with reporting standards
14. Communicate and document the results from the model
a. Properly document the results of the model so that it is clear and representative.
Q2. 
The probability could be inaccurate because of the following factors
· If the input data is inaccurate
· If the assumptions taken unrealistic.
· 
Q3. 
Q4
Items included in the documentation would be as follows-
· The objective of the model
· The target audience and their viewpoint
· Any limitations of the model and validity
· The level of accuracy of the model
· The sources of data so that it is reproducible
Q5.  Advantages:
1. Straightforward process with simple calculations
2. Won’t be too expensive to develop
3. Data readily available
Disadvantages:
1. Past results may not be a good indicator of future results
2. Trends will change over time.

Q6  Possible reasons:
· The model is not reproducible because of some reason like the data being too big.
· Incorrect original calculations or incorrect calculations at the later stage.
· Incorrect parameter estimations 
Q8. The various factors that could be considered here are:
· Age and gender of the employees
· Past medical records
· Daily routine/ lifestyle of an average employee
· Fitness level among various age groups of employees
· Work hours
· Stress
· Pollution in the city
· Office environment
· Diet of an average employee.
