Segregation of Duties

In order to maintain sound internal control over finances and help reduce malicious or fraudulent activities like embezzlement the concept of Segregation of Duties (SoD) has been introduced in Accounting practices.

If a business is a very small-business often financial matters are hand led by one-person, which is many times the owner of a business. As a company grows, and additional personnel are added the concept of Segregation of Duties is introduced to help maintain financial control and avoid fraud.

Below are examples of segregation of duties.

Sample Two person office

	Business Manager
	Owner

	· Write Checks

· Mail Checks

· Record accounts receivable entries

· Record general ledger entries

· Reconcile bank statements

· Record credits/debits in accounting system

· Approve payroll

· Disburse petty cash

· Authorize purchase orders

· Authorize check requests

· Authorize invoices for payment
	· Sign checks

· Complete deposit slips/review remote check capture

· Perform inter-bank transfers, bank transfers

· Distribute payroll

· Reconcile petty cash

· Sign employee contracts

· Approve employee time sheets

· Process vendor invoices


Three-person office

	Bookkeeper
	Business Manager
	Owner

	· Write Checks

· Reconcile petty cash

· Record accounts receivable entries

· Record general ledger entries

· Reconcile bank statements

· Record credits/debits in accounting system


	· Mail Checks

· Disburse petty cash

· Receive Cash

· Authorize purchase orders

· Authorize check requests

· Authorize invoices for payment

· Process vendor invoices

· Distribute payroll

· Approve employee time sheets
	· Sign checks

· Approve payroll

· Complete deposit slips/review remote check capture

· Perform inter-bank transfers, bank transfers

· Sign employee contracts


Four-Person Office

	Bookkeeper
	Accounting Clerk
	Business Manager
	Owner

	· Write Checks

· Reconcile petty cash

· Record accounts receivable entries

· Record general ledger entries

· Reconcile bank statements

· Record credits/debits in accounting system


	· Mail Checks

· Disburse petty cash

· Receive cash

· Create purchase orders

· Authorize check requests

· Distribute payroll
	· Complete deposit slips/review remote check capture

· Authorize invoices for payment

· Process vendor invoices

· Approve payroll

· Authorize Purchase Orders
	· Sign checks

· Perform inter-bank transfers, bank transfers

· Sign employee contracts

· Approve employee time sheets


