Separation of Duties (SoD): An Overview and
Methodology

What is Separation of Duties?

Separation of Duties (SoD) is an internal control concept that helps
organizations prevent fraud and errors by ensuring that no single individual
has the ability to both authorize and execute a transaction.
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In other words, SoD requires that different individuals be responsible for
different parts of a transaction. For example, one person may be
responsible for approving a Free Download Free Download, while another
person is responsible for fulfilling the Free Download.

Why is Separation of Duties Important?

SoD is important because it helps to prevent fraud and errors by:

= Reducing the risk of unauthorized transactions
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= Making it more difficult for individuals to hide their mistakes

= Improving the accuracy and reliability of financial reporting

How to Implement Separation of Duties

There are a number of steps that organizations can take to implement SoD,

including:
1. ldentify the key tasks and responsibilities within your
organization.
2. Determine which tasks and responsibilities should be separated.
3. Assign different individuals to each task or responsibility.

4. Implement controls to prevent individuals from overriding or
circumventing SoD policies.

5. Monitor SoD compliance on a regular basis.

Benefits of Separation of Duties

Organizations that implement SoD can experience a number of benefits,
including:

Reduced risk of fraud and errors

Improved accuracy and reliability of financial reporting

Increased efficiency and productivity

Improved compliance with regulatory requirements

Separation of Duties (SoD) is a critical internal control concept that helps
organizations prevent fraud and errors. By implementing SoD,



organizations can reduce the risk of unauthorized transactions, make it
more difficult for individuals to hide their mistakes, and improve the
accuracy and reliability of financial reporting.

If you are not currently implementing SoD in your organization, | encourage
you to consider ng so. The benefits of SoD far outweigh the costs, and it is
an essential control for any organization that wants to protect its assets and
reputation.

Additional Resources
= COSO Framework
= PCAOB Auditing Standard No. 2205

= AICPA Assurance Services Guide
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