



1. 
· Step 1: Define objectives to be met by the model, which is, to identify the amount of capital to be held by the company so that there is only less than 0.5% chance of liabilities of the company exceeding the assets of the company after one year so that the change in the regulatory capital requirement is abided.
· Step 2: Plan the modelling process and how it will be validated.
· Step 3: Collect the required data to build the model. This may include the internal data of the cashflows of the company for past years, data regarding the current assets and liabilities of the company, data about the settlement of previous liabilities etc. 
· Step 4: Analyze the collected data. This can also include ensuring the credibility and validity of the data.
· Step 5: Determine the parameters for the model. The parameters can be the capital equivalent of current assets of the company, the capital equivalent of current liabilities of the company, the current liquidity potential of the company etc. 
· Step 6: Decide on the type of model to be build and the programming language to be used. 
· Step 7: Design the computer program of the model.
· Step 8: Debug the program.
· Step 9: Test the reasonableness of the output of the model.
· Step 10: Review the model. Check its appropriateness in light of small changes to the input parameters.
· Step 11: Analyze the output from the model.
· Step 12: Ensure that the model follows TAS100 guidelines.
· Step 13: Communicate and document the results and the model.


2. 
· Economic inflation higher than the expected level: If there occurs a level of inflation in the economy which is considerably higher than the value taken as the input parameter of the model, the probability calculated can be inaccurate.
· Major financial decision changes by the company: If the company decides to change its financial policy or rather, restructure it, the inputs and relations that have already been considered while building the model may fall inappropriate to calculate the probability accurately.


3. 
· Step 1: Analyze the parameters that affect mortality.
· Step 2: Decide if a set of fixed parameters and relationships between them can help in actually predicting the mortality realistically. This is not possible since mortality is random in nature and therefore an element of randomness should be added to the model. So consider the option of a stochastic model.
· Step 3: Determine if the model requires a continuous or discrete space. In this case of mortality, the whole country is to be included. So it may require a continuous spaced model.
· Step 4: Determine if the model requires a continuous or discrete time set. This could depend on the needs of the government.
· Step 5: Determine appropriately the audience you would want the results of the model to be communicated with so that the complexity of the model can be dealt with. Here since the audience are the officials appointed by the government, the model may be appropriate even with some complexity.


4.  
· The objective of the model
· Assumptions in the model
· Parameters in the model
· Relationships between the parameters assumed in the model
· How to use the model
· Limitations of the model/ What not to use the model for
· The accuracy of the model
· Model sample test results

5. 
Advantages of the strategy
· Simple to decipher
· Based on simple forecasting
· Based on internal data source
Disadvantages of the strategy
· No probable change in economic conditions in the future is considered
· No probable change in the eating habits of the population in the future is considered
· No possible emergence of a competitive product in the future is considered
· No provisions for any possible future catastrophe are considered
· No general changes in prices of goods which may have an effect on the manufacture of the Scrummy Bar is considered.


6. 
· Wrong selection of parameters – the parameters selected for the designing of the model may not be suitable.
· Relationships assumed between the parameters may be wrong – the relationships and correlation assumed between the parameters may not be correct.
· Assumptions of the model may not be appropriate – the assumptions taken while designing the model may be inappropriate for the particular case. 
· The type of model may not be a fit to the assumed objective – the type of model that the actuarial student used may not be the right fit to the objective of the model. For example, using a deterministic model instead of a stochastic model.
· The computer code may be bugged – the computer code programmed may have errors.

7. 
The proposed model may be appropriate if all the social, economic, environmental and other conditions remain the same for all the coming years. But since the factors involved in making the model such as national fertility, birth rate, death rate etc. have an element of randomness, they can’t be fixed and assumed to remain the same every year. Some of the future changes may be:
· Economic crisis in the country, leading to families adopting family planning and thus may reduce the birth rate.
· An economic boost may indicate good health infrastructure and availability for more people, thus reducing the death rate.
· Any epidemic in the area in any of the years may result in a higher number of deaths.


8. 
· The area where the employees work. For example, employees working near a landmine can have serious heath consequences and thus may have high sick rates.
· The current and past health record of each employee.
· The number of times each employee has claimed their health insurance.
· The residential area of the employees. This would be similar to considering the working area of the employees.
· The food habits of the employees.
· The exercise habits of the employees.

 
 

