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MetLife
MetLife lacked effective internal controls which saw it get fined US $10million by SEC in December 2019. MetLife failed to maintain sufficient internal accounting controls which caused MetLife to violate its books and records consequently resulting in understatement and overstatement of its reserves associated with its annuities business. These errors were discovered by SEC through its investigation. For over 25 years, MetLife had always assumed annuitants had died if they failed to respond to two mailing attempts made five and half years apart. This caused MetLife to commit an understatement error through improperly release reserves for annuity benefits associated with MetLife’s Retirement and Income Solutions Business which led to an increase in income. MetLife came to determine that its processes were insufficient. In order to correct this error, MetLife increased its reserves by$510 million at the end of year 2017. SEC also found that MetLife had overstated its reserves and understated income. MetLife also committed an overstatement error through issuance of variable annuity guarantees which were assumed by its subsidiary, MetLife Reinsurance Company, Bermuda.  MetLife did not deny this mistake and the disclosed that the accounting error was caused by data mistakes resulting from failure to incorporate the policyholder withdrawals into the valuation model of MetLife properly, in order to correct this error; MetLife had reduced its reserves by $896 million at the end of 2017. MetLife violated accounting books and internal accounting controls provided by the federal securities laws.  As a result, MetLife agreed to stop and stay away from repeating or committing any future violations of the internal control provisions. In addition, MetLife was charged to pay a civil penalty of $10million to SEC. 
MetLife failed in its internal accounting control systems through making assumptions rather than follow the correct provisions of internal accounting controls. Besides the two mailings sent to annuitants five years apart, SEC determines that MetLife did not attempt to follow up with the annuitants through other means. This implies that in case the annuitants contact information had changed, the annuitants never received the said notifications from MetLife where they were entitled to benefits. The variable annuity guarantees overstatement error was attributed to data errors. These mistakes could have been avoided if only MetLife had established proper internal accounting control systems. To avoid a repeat of the same in the future, MetLife should ensure it follows fully the provisions provided by SEC when conducting its business related to accounting records and preparing financial statements. MetLife should boost its risk identification process, train its staff on the internal accounting controls and provide clear communication regarding control responsibilities.  
MetLife should regularly monitor compliance with the SEC provisions regarding internal controls and procedures. 
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