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Understanding the SAP Segregation of Duties Matrix

In today’s fast paced business environment, companies increasingly rely on sophisticated enterprise resource
planning (ERP) systems to streamline operations, manage financials, and support decision making. Among the
leading ERP platforms, SAP stands out for its comprehensive functionality, scalability, and global adoption.
However, with great power comes great responsibility: ensuring that the system’s access controls and user
permissions are designed to prevent fraud, errors, and non compliance.

One of the most critical tools in an organization’s risk management arsenal is theSAP segregation of duties

(SOD) matrix. This document maps user roles to system activities, identifying conflicts that could enable a single
individual to initiate, approve, and record transactions without adequate oversight. By systematically reviewing and
addressing these conflicts, businesses can strengthen internal controls, meet regulatory requirements such as
SOX, and safeguard their assets.

In this article, we’'ll explore the fundamentals of the SAP SOD matrix, why it matters, how to build and maintain it,
and best practices to ensure it remains effective in a dynamic environment.

Why Segregation of Duties Matters in SAP

Segregation of duties is a core principle of internal control frameworks, including COSO, ISO 31000, and the
Sarbanes Oxley Act (SOX). The idea is simple yet powerful: no single employee should have the ability to execute
all parts of a critical transaction cycle. If they can, the risk of fraud or error rises dramatically.

In an SAP landscape, where users can create purchase orders, approve invoices, process payments, and post
journal entries, the potential for conflict is high. A well designed SOD matrix helps organizations:

e Prevent unauthorized or fraudulent activities.
¢ Ensure accurate financial reporting.

¢ Comply with regulatory mandates.

¢ Reduce audit findings and remediation costs.
e Maintain a robust control environment.

Key Regulatory Drivers

Regulators such as the U.S. Securities and Exchange Commission (SEC) and the U.K. Financial Reporting Council
(FRC) scrutinize companies for effective internal controls. In the U.S., SOX Section 404 requires management to
assess and report on the effectiveness of internal controls over financial reporting (ICFR). A documented SOD
matrix is often a foundational element of this assessment.

Common SAP SOD Conflicts
Typical conflicts in SAP include:
1. Creation vs. Approval — A user who can create purchase orders should not be able to approve them.

2. Creation vs. Payment — The same applies to payment processing.
3. Journal Entry Creation vs. Posting — Users who create journal entries must be separated from those who



post them.
4. Data Entry vs. Data Retrieval — In some contexts, the user who enters data should not have read only access
to the same data set.

Components of a Robust SAP SOD Matrix

Building an effective SAP SOD matrix requires a structured approach. Below are the essential components that
should be included:

1. Role Inventory

Compile a comprehensive list of all SAP roles, both standard and custom. For each role, document:
¢ Role name and description.
e Assigned users or user groups.
e Functional areas (Finance, Procurement, Inventory, etc.).

2.Transaction List

Identify all SAP transaction codes (T codes) relevant to the organization’s operations. Classify them by:
» Transaction type (e.g., creation, approval, posting).
¢ Impact level (high, medium, low).
« Criticality to financial reporting.

3. Conflict Matrix

Map each role against the transaction list to flag conflicts. Use a color coded system (e.g., red for high risk conflicts,
yellow for moderate, green for acceptable) to quickly identify problematic combinations.

4., Control Justifications
For each identified conflict, provide a justification or mitigation strategy. This may include:
¢ Segregation through additional roles.

e Approval limits.
* Automated workflow controls.

5. Review and Approval Workflow

Define the process for reviewing, approving, and updating the SOD matrix. Assign owners (e.g., SAP security team,
finance controller) and set review cycles (quarterly, annually).

Steps to Build an SAP SOD Matrix

Creating an SOD matrix is a multi phase project that involves collaboration across IT, finance, compliance, and
business units. Below is a step by step guide to help you get started.

Step 1. Gather Stakeholder Input
Engage with key stakeholders to understand business processes, risk appetite, and regulatory obligations. Conduct

workshops or interviews to capture insights into:

¢ Critical transaction flows.
 Existing control gaps.
» Future system enhancements.

Step 2: Inventory Roles and Permissions



Use SAP tools such as SUO1 (user maintenance), GRR1 (role maintenance), and SUIM(user information system)
to extract role and permission data. Export this data to a structured format (e.g., CSV) for analysis.

Step 3: ldentify Transaction T Codes

Leverage SAP transaction reports (e.g., SUIM I” Authorization !” Authorization Objegts to compile a list of
transaction codes. Cross reference these with business process documentation to ensure completeness.

Step 4. Map Roles to Transactions

Create a matrix where rows represent roles and columns represent transactions. Populate each cell with a code
indicating whether the role has access to the transaction (e.g., Y for yes, N for no).

Step 5: Detect Conflicts

Apply conflict rules to the matrix. For example, if Role A has access to transaction ME21N (create purchase order)
and ME22N (change purchase order), and Role B has access to ME51N (create purchase requisition) and ME52N
(change purchase requisition), then a conflict exists if a single user holds both roles.

Step 6: Document and Prioritize Findings

Generate a report that lists all conflicts, their severity, and the affected users or groups. Prioritize based on impact
to financial reporting and regulatory exposure.

Step 7: Design Mitigations
For high risk conflicts, consider:

¢ Splitting roles into smaller, more granular roles.

e Implementing approval limits via SAP GRC.

e Using workflow controls (e.g., SAP Business Workflow).

¢ Applying segregation of duties exceptions with proper documentation.
Step 8: Implement Controls

Update role definitions in SAP, create or modify role templates, and assign them to users. Use change
management procedures to ensure that updates are tested and approved.

Step 9: Validate and Test

Run validation tests to confirm that the new controls function as intended. Use SAP GRC'’s SOD Analyzerto
simulate user assignments and detect residual conflicts.

Step 10: Monitor and Review

Establish ongoing monitoring using automated tools. Schedule periodic reviews (e.g., quarterly) to capture changes
in user roles, business processes, or regulatory requirements.

Best Practices for Maintaining an SAP SOD Matrix

Once the matrix is in place, continuous improvement is essential. Below are best practices to keep your SOD
matrix effective and relevant.

1. Adopt a Role Based Access Control (RBAC) Model

RBAC simplifies access management by grouping permissions into roles that reflect job responsibilities. This
approach reduces the risk of accidental over privileging and makes the matrix easier to maintain.

2. Leverage SAP GRC Solutions



SAP Governance, Risk, and Compliance (GRC) offers modules like Access Control and SOD Analyzerthat
automate conflict detection, role assignment, and exception management. Integration with SAP HANA can
accelerate analysis and reporting.

3. Implement Least Privilege Principles

Grant users only the minimum permissions necessary to perform their duties. Regularly audit user accounts to
remove outdated or unused permissions.

4. Integrate with HR and Onboarding Processes

Align SOD matrix updates with HR workflows. When a new employee is hired, assign roles based on their job
description. When an employee leaves, revoke access promptly.

5. Conduct Periodic Training

Educate users, especially those with elevated privileges, on the importance of segregation of duties, potential risks,
and compliance obligations.

6. Document Exceptions Transparently

Sometimes business needs require an exception. Ensure that any exception is documented, approved by the
appropriate authority, and monitored for compliance.

Common Challenges and How to Overcome Them

Implementing and maintaining an SAP SOD matrix can be complex. Below are some typical hurdles and strategies
to address them.

Challenge 1: Role Explosion

Overly granular roles can lead to a proliferation of role definitions, making management cumbersome.

Solution:Use role templates and role libraries. Group similar permissions and apply role hierarchy to reduce
redundancy.

Challenge 2: Dynamic Business Processes

As businesses evolve, new processes and transaction codes emerge, potentially creating new conflicts.

Solution:Automate change detection using SAP GRC'’s real time monitoring. Schedule regular process reviews to
capture changes.

Challenge 3: User Resistance

Users may view SOD restrictions as bureaucratic hurdles.

Solution:Communicate the benefits of controls, involve users in role design, and provide clear exception
procedures.

Challenge 4: Integration with Legacy Systems

Legacy or custom applications may not support SAP’s built in authorization objects.

Solution:Map legacy permissions to equivalent SAP authorization objects where possible. Use middleware or
custom connectors to enforce controls.

Case Study: Enhancing SOD Controls at a Global Manufacturer



XYZ Manufacturing, a multinational producer of industrial components, faced audit findings related to inadequate
segregation of duties in its SAP ERP system. The finance team identified that a single user group had the ability to
create, approve, and post purchase orders, leading to a high risk of fraud.

Using SAP GRC, the company mapped all roles and transactions, revealing 32 high risk conflicts. They
implemented a role based approach, splitting the existing role into two distinct rolesPO Creator and PO Approver.
They introduced automated workflow approvals and set approval limits. After three months, the audit team reported
a 90% reduction in SOD violations, and the company achieved SOX compliance within six months.

Conclusion

The SAP segregation of duties matrix is more than a compliance checkbox; it is a strategic tool that protects an
organization’s financial integrity, safeguards assets, and builds stakeholder confidence. By systematically
identifying conflicts, implementing robust controls, and maintaining the matrix through continuous monitoring and
improvement, companies can navigate the complex landscape of regulatory expectations and operational risks.

Investing in a well designed SOD matrix pays dividends in reduced audit findings
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