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Academic Year 1979
‘ ABSTRACT

Inter Mutual Bank system was introduced by The
Ocean Insufanée Company /in 1972. Since thenrn there have been
developments of concepts and precedures toward its ultimate
aim and perfection of /the system. The Ccean Insurance Company
_is still the only company that utilizes the system. The
management of the Ocean Insurance Company thinks that thé
company will benefit highly if all employees have the feeling
' of participating dndependently in running their designated
operétion like their own business. So the-system waé
introduced in order to increase the effectiveness, efficiency
and productivity of thé comparny. By the'conceptslof the
system, the cempany is divided into operation function and
service furnction according to,theirlnature of aetivities,
such as 'sales, administrative, personnel etc. Each of these
unit functioné is freely self -« conducting within the policy
limitation impeosed by management. However, the management
needs to have some control and follow up mechanics tc assist
in solving problems or any obstacles should they arise,

otherwise the company will get adverse effects instead of



benefits. To ,maintain the self - conduciing concept with
fully alert and controlling process, it is necessary to have
a centralized'funétioﬁal unit linking to every unit function.
So the typicai banking operation is applied to the system

and the system is cailed "The Inter Mutual Bank (system)™
which is the same as the banking opésation only that it
provides services to each unit function within the company

instead of to bank cu€tomers, the centralized functignal‘unit
is called The Inten Mutual Bank, which censists of three unit
functions: financey agcounting dnd internal audiiing.

The accounting department in The Inger Mutual Bank
functions like that iﬁ a typical Bank end will be in charge
of the accounting records that are directly related to the
unit, other accounting reccrding will be performed by each
unit function. For uniformity in_accounting practice, an
accounting manual 1s also provided. The putpose of assigning
each unit function to keep their ownAaccounting reccrds is to
enhance theirp reélization of-indépendence as 1f they were
running a business of their .own. Anyhow financiel statements
and acdbunts consolidation are prepared by the aécounting

department of Inter Mut: =1 Bank.

As management has applied the system of Banking
operation that provides current account to the customers- as
the concepts of the Inter Mutual Bank system, in order to

fulfil its ultimate purposeslthe followihgs are also impOsed;



1) A_beginhing balahce to be used as operation
fund will be put into the curfent}acccunt of each unit
function by the Inter Mutual Bank.

2) All transactions of each unit function
whether monetary entries or non monetéry (inter - service
charges) have to use Inter Mutual Bank service so that
management can have a.continuous fellow up and an effective
internal control.

3) MIntergsts are to be calculated cﬁ all
balances of fhe current aceeunts with the Inter Mutual Bank
no matter whether they‘are credit or debit balances. This is
to accelerate units function in &epositing or paying their
debts, because the integrest amounts of each unit function
will bhe used to evaluate the efficliency of its performance.

4) - All services provided to gach other unit
function are chargezable, that is the one-ithat provides
services will charge for the service fee: so that everyone
understandsgand reélizes the lcost’ of ‘running the operation.

5) There is no limit in amount overdrawn (from
Inter Mutual| Bank) forjnormal operation, but lan expansion or
an addition to existing projécts has to be submitted to Inter
Mutual Bank for approval.

6) The process of Inter Mutual BRank system is 7
on a one year basis. This means that all current accounts ef
evéry unit function will be clésed at the end of the year and

Inter Mutual Bank will then submit a report of all balances



to management for performance assessment. After that the
Inter Mutual Bank will reopen a beginning balance for the
next fiscal year.

However, up to now the system of Inter Mutual Bank
is not perfect as it should be. The adopting of this system
means a total change that may affect the performance of all

employees. The prgblems that might be faced are;

1) =« Problems 65 the systemiitself due to '
imperfection of "documents, Register, reports and the pattern
of analysis. ThesSe must be fully prepared before putting
into operation.

2) problems of the employees who are usually
accustomed to former practices. So the new system may cause

resistances and may lessen employees'morale. These will ail

affect the workKing proéess of-the TInter Mutual Bank.

It is the responsibility ofrmanagement to solve the
above mentioned problems, and when there are no such proble@s7
it can be saidithat tthe Inter Mutual Bank system is the
perfnct management accounting systemwthat will @enable vast

banefit te the locperation that adopts it.
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