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We should always strive for the optimum degree of separation of duties. The level of 
separation of duties controls will minimize the impact of control deficiencies and exposure 
to errors or irregularities.  A minimal level of separation of duties could possibly be 
achieved by verifying that no one employee performs more than two of the "incompatible 
duties".  For example, an employee might perform the authorization and 
verification/reconciliation functions but they should not record the transaction or maintain 
custody of assets.  
No one person should: 

-Initiate transaction   -Approve transaction 
-Record transaction   -Reconcile balances 
-Handle assets   -Review reports 
 

Separation of duties is critical to effective internal control; it reduces the risk of both 
erroneous and inappropriate actions. In general, the approval function, the 
accounting/reconciling function, and the asset custody function should be separated among 
employees. When these functions cannot be separated, a detailed supervisory review of 
related activities is required as a compensating control activity.  
 
Specific examples of separation of duties are as follows: 

• The person who requisitions/or processes the purchase of goods or services should 
not be the person who approves the purchase. 

• The person who approves the purchase of goods or services should not be the person 
who reconciles the monthly financial reports. 

• The person who approves the purchase of goods or services should not be able to 
obtain custody of checks. 

• The person who maintains and reconciles the accounting records should not be able 
to obtain custody of checks/money 

• The person who opens the mail and prepares a listing of checks received should not 
be the person who makes the deposit. 

• The person who opens the mail and prepares a listing of checks received should not 
be the person who maintains the accounts receivable accounting records. 
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