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What is Segregation of Duties?

A fundamental element of effective internal control is the segregation 

of certain key duties. 

No one individual should be in a position to perpetrate and to conceal 

errors or fraud in the normal course of his/her duties.
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No one person should be able to do

any two of these items:

 Initiate a transaction

Approve a transaction

Record the transaction

Reconcile balances

Handle assets

Review reports
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Why Segregate?

Control-driven regulations, like the Uniform Guidance, have imposed 

an unprecedented rigor around internal controls. 

Assigning excessive business system access enables an individual to 

execute transactions across an entire business process. 
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What are the Risks?

Failure to detect clerical errors

Difficulty detecting unauthorized transactions

Potential for fraud
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“…[I]nadequate financial controls gave 

the former employee sole responsibility 

for collecting and depositing several 

million of dollars in fees remitted to the 

county health department’s accounting 

unit between 2007 and 2012”
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Good Segregation of Duties

The person who approves the purchase of goods or services is not 

able to obtain custody of the vendor checks.

The person who opens the mail and prepares a listing of the checks 

received is not the person who makes the deposit.

The person who opens the mail and prepares a listing of checks is not 

the person who maintains the accounts receivable records.
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Challenges to Implementing 

Segregation of Duties:

Not enough staff!

Not enough staff!

Not enough staff!
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Compensating Controls

 Important for management to implement controls to mitigate the risk 

when adequate segregation of duties is not achievable

Are not as strong as SOD controls because they generally occur 

after the fact

Must be documented that compensating control is in place and 

functioning   
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Video Recap

Gathering ingredients – asset custody

Preparing the pizza-authorization

Cook/Put in the oven- record keeping

Presentation/tasting- Reconciliation
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Questions??


