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OBJECTIVES, SCOPE, AND METHODOLOGY
Pursuant to our approved annual plan we have completed an audit of the School of
Hospitality & Tourism Management’s Marriott Tianjin China Program (China Program or
Program). The primary objective of the audit was to determine whether the auxiliary
revenue and expenditure streams were properly accounted for and the Program operated
in accordance with established University policies and procedures, and applicable laws,
rules and regulations. We also determined whether the Program was self-supporting as
an auxiliary operation.
Our audit included Program revenues and expenditures for the period from July 1, 2010
through June 30, 2011. The audit was conducted in accordance with the International
Standards for the Professional Practice of Internal Auditing, and included tests of the
accounting records and such other auditing procedures as we considered necessary.
Audit fieldwork was conducted from March to April 2011 and from August to November
2011.
During the audit we:







Reviewed agreements between Florida International University (FIU) and Tianjin
University of Commerce (TUC), a public university in China;
Reviewed Florida statutes, University policies, procedures, and rules;
Observed and evaluated current practices and processing techniques;
Visited the China campus to review accounting records maintained on site;
Interviewed responsible personnel; and
Tested selected transactions.

Sample sizes and transactions selected for testing were determined on a judgmental basis.
As this was the first internal audit of the China Program, there were no prior audit
recommendations related to the scope and objectives of this audit requiring follow-up.
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BACKGROUND
The FIU-TUC Cooperative School of Hospitality Management located in the People’s
Republic of China is a program jointly operated by Florida International University and
Tianjin University of Commerce. The program offers students in Tianjin a four-year
undergraduate education and awards double bachelor degrees: an Undergraduate
Certificate and Bachelor Degree of Management by TUC and Bachelor of Science
Degree in Hospitality Management by FIU.
In April of 2004, Florida International University
signed a cooperative agreement with Tianjin
University of Commerce. In June of the same
year, the program was chartered by the
Academic Degrees Committee of the (Chinese)
State Council and started to recruit qualified
students based upon a College Entrance
Examination. The program, currently called
Marriott Tianjin Program, opened in September
2006 and achieved rapid popularity based on its
high value and the support of the leaders from
FIU, Tianjin municipal government, Tianjin
Municipal Education Commission, and Tianjin
Tourism Bureau. The two universities cooperated
in the facility’s establishment and teaching
resources consistency resulting in its rapid
growth to its current level of more than one
thousand students on campus.
Tianjin University of Commerce (TUC) is responsible for the first two years of basic
courses and English language teaching (lower division courses). TUC’s investment
funded by Tianjin municipal government went towards developing infrastructure for the
program, which includes classrooms, laboratories, offices, dormitories, and dining
facilities on the TUC campus. Florida International University is responsible for the last
two years of specialized courses and teaching management (upper division courses).
The curriculum for the upper division parallels that of the School of Hospitality & Tourism
Management’s Biscayne Bay campus, which includes the same teaching syllabuses.
There are currently 461 students (upper division) enrolled for the Fall 2011 semester.
Financial Considerations
Students who are admitted to the China Program are charged ¥32,8001 (approximately
$5,145) per year in tuition. The agreement between FIU and TUC provides for tuition
revenue generated by the FIU Upper Division Program/China Program to be shared as
follows: 51% to TUC and 49% to FIU. FIU is responsible for instructional and other costs,
including travel and local transportation for its faculty and administrators.
1

¥ (Renminbi or RMB) is the official currency of the People’s Republic of China.
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To account for the China Program’s revenues and costs, the School of Hospitality &
Tourism Management established a self-supporting auxiliary account, pursuant to Florida
Board of Governors (BOG) Regulation 8.002. The China Program’s revenues and
expenditures have been managed by the Hospitality & Tourism Management Associate
Dean who reports directly to the Dean.
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FINDINGS AND RECOMMENDATIONS
Based on our audit, we have concluded that the China Program’s revenues were properly
assessed and collected. Also, expenditures were mostly appropriate, allowable, and in
accordance with University policies and procedures, and applicable laws, rules and
regulations.
Nevertheless, there were some areas where controls need to be strengthened,
particularly in the areas of financial reporting and accounting, cash management,
financial oversight and procedures. Our overall evaluation of internal controls is
summarized in the table below.

CRITERIA
Financial Reporting &
Accounting
Process Controls
Policy & Procedures
Compliance
Effect
Information Risk
External Risk

INTERNAL CONTROLS RATING
SATISFACTORY
FAIR

X
X
X
X
X
X
INTERNAL CONTROLS LEGEND

Financial Reporting &
Accounting

Accurate & complete
reports & accounting
records

Process
Controls

Effective

Policy & Procedures
Compliance

Non-compliance
issues are minor

Effect

Not likely to impact
operations or program
outcomes
Information systems
are reliable

Information Risk

External Risk

INADEQUATE

None or low

Mostly accurate
& complete
reports &
records
Opportunities
exist to
improve
effectiveness
NonCompliance
Issues may be
systemic
Impact on
outcomes
contained
Data systems
are mostly
accurate but
can be
improved

Potential for
damage

Page 4 of 17

Unreliable or
incomplete reports or
records
Do not exist or are not
reliable

Non- compliance
issues are pervasive,
significant, or have
severe consequences
Negative impact on
outcomes
Systems produce
incomplete or
inaccurate data which
may cause
inappropriate
financial and
operational decisions
Severe risk of damage

The areas of recommended improvement identified in our audit are detailed below.
1.

Accounting and Financial Reporting

FIU accounts for self-supporting education programs’ revenues and expenses through
the use of the Auxiliary budget entity. BOG Regulation 9.013, states: “Each auxiliary
service is an individual entity and shall be accounted for as such. . . . all pertinent
institutional revenues and costs shall be assigned to each auxiliary and the consequent
financial results of operations determined.” Accordingly, the School of Hospitality &
Tourism Management established an auxiliary department ID to account for its China
Program financial operations. However, we observed that the School actually maintains
dual accounting records for the Program: one at FIU recording U.S. transactions in its
auxiliary department account and another account in China maintained (and controlled)
solely by Tianjin University of Commerce (TUC). The School of Hospitality & Tourism
Management does not reflect or otherwise consolidate the program revenues and
expenditures (China based transactions) into FIU’s China Program auxiliary department
account.
Tuition fees collected and costs incurred in China were recorded in accounting records
maintained for us by TUC. Tuition revenue collected in China has been recognized and
recorded in the University’s financial system only when cash is transferred to FIU from
funds maintained by TUC upon Hospitality & Tourism Management’s specific request.
Similarly, expenditures incurred here in the U.S. were recorded in the Auxiliary Fund
Program ledger maintained in the University’s financial accounting system (PantherSoft)
but expenditures made on our behalf by TUC in China are recorded and maintained in
separate books they maintain on our behalf. The Associate Dean receives a monthly
transaction report from TUC, which he reviews.
Our review of financial records maintained by FIU and TUC for the fiscal year 2010-2011
disclosed that the China Program generated sufficient revenues to cover its costs. Based
on our compilation of China Program financial records, recorded in two accounts, one at
FIU and the other at TUC, we determined that the Program generated revenues totaling
$1,254,540 (¥8,109,325).2 This was offset by costs totaling $957,090, a food and wine
festival held in Tianjin costing almost $100,000 and the partial repayment of a loan from
FIU’s Institute for Hospitality & Tourism Education & Research for $100,000.
Details by expenditure categories are reflected in the chart on the following page:

2

For comparative purposes only, we converted RMB to U.S. dollars using the official June 30, 2011
exchange rate.
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Category
Compensation and Benefits
Travel
Scholarships
Cost of Transferred Students

China Program Expenditures
Fiscal Year 2010-2011
U.S.
$ 250,001
79,083
39,492
0

China
$ 361,345
54,974
40,594
38,247

Totals
$ 611,346
134,057
80,086
38,247

Contractual Services

22,462

5,400

27,862

Auxiliary Overhead

21,287

0

21,287

2,287

10,821

13,108

Commencement

0

2,810

2,810

Teaching Assistants

0

2,228

2,228

5,400

20,659

26,059

$ 420,012

$ 537,078

$957,090

0*
100,000

98,451
0

98,451
100,000

$ 520,012

$635,529

$1,155,541

Materials and Supplies

Other Miscellaneous Expenses
Subtotal – FIU Program Costs
Tianjin Food & Wine Festival
Transfer (Loan Repayment)
Total FIU Expenditures

* Funds were spent for Tianjin Food & Wine Festival in U.S., but included in the Travel category.

The described accounting practices resulted in the Program’s expenditures for the fiscal
year 2010-2011 being underreported in FIU’s financial statements by approximately
$635,529. Also, revenues were underreported by $540,011 because only cash
transferred from TUC was recorded.
While this practice resulted in a relatively immaterial misstatement of the University’s
financial statements, it does not comply with FIU’s accounting obligations under the BOG
regulation or Generally Accepted Accounting Principles.3 Properly accounting for the total
revenues and the full costs of the Program in the University’s financial system would
have the added benefit of providing senior administrators with better financial information
on the Program than currently available.

3

Generally Accepted Accounting Principles are the common set of accounting principles, standards and
procedures that U.S. companies/universities use to compile their financial statements. They are a
combination of authoritative standards and simply the commonly accepted ways of recording and
reporting accounting information.
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Recommendation
The School of Hospitality & Tourism Management should:
1.1

Ensure that all program revenues and costs are fully accounted for in its China
Program auxiliary account.

Management Response/Action Plan:
1.1

Chaplin School of Hospitality and Tourism Management (CSHTM) will forward the
monthly revenue and expense statement from China to an assigned individual in
the Controller’s office. This individual will reconcile the program’s total
revenues/expenses, will direct cash transfers based on these transactions and will
record the appropriate due to/due from in the University financial statements.
Implementation date: March 2012
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2.

Cash Management

The 2004 agreement between FIU and TUC states that TUC will remit 49% of the tuition
revenue generated by the FIU Upper Division Program to an account4 specified by FIU
within 60 days after the start of each semester. A 2006 memorandum of understanding
(MOU) also states that TUC shall remit, within 60 days after the start of each semester,
an amount in U.S. dollars (calculated at the prevailing exchange rate of the People’s
Bank of China) to FIU’s account in the U.S. based upon the 49% of tuition revenue due to
FIU after deducting such amounts due and payable to TUC by FIU for local expenses
(e.g. local faculty compensation, lodging, transportation) incurred by FIU in connection
with the Program.
FIU has been unable to open its own bank account in China due to local legal issues. As
a result, TUC retains funds otherwise due FIU in a TUC controlled bank account with no
interest accruing to FIU. Instead of receiving funds within 60 days after the start of each
semester, our review of the program’s ledgers for the last three fiscal years disclosed that
our School has received funds from TUC only four times, as reflected in the table below.
Wire Transfers From TUC
Date
Amount
$ 224,985
08/26/2008
249,985
04/21/2009
500,000
12/21/2009
650,000
05/31/2011
Total
$ 1,624,970

The Associate Dean indicated that he initiates a wire transfer of money from our TUC
account to FIU to cover program expenses incurred in U.S. and/or when the fund balance
in TUC account grows too high. Our review disclosed that TUC maintained a monthly
interest free cash balance for the last 15 months ranging from a low of $211,430 to a high
of $1,054,890 as depicted in the following bar chart:

4

FIU was to establish an account in a PRC (People’s Republic of China) bank for this purpose.
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$1,200,000

FIU Cash Balances Held by TUC
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$400,000
$200,000
$0

We also noted that as of October 31, 2011, TUC records reflected ¥7,747 (approximately
$1,215) more in fund balance than FIU’s records. Although this difference is minor, it
would be important for the School of Hospitality & Tourism Management to reconcile the
balance between TUC and FIU more frequently. The maintenance of larger than
necessary balances at TUC should be minimized.
The Associate Dean works closely with TUC’s financial staff to monitor the cash balance,
payments for locally incurred Program expenses, wire-transfers, and their maintenance of
books and records. For these services, the School of Hospitality & Tourism Management
paid TUC Finance Department ¥1,000 (approximately $157) a month. Starting in June
2011 TUC is paid ¥2,500 (approximately $392) monthly.
The TUC Finance Department manually prepares revenue and expenditure reports every
month and transmits them to the Associate Dean via email. The Associate Dean checks
the reports to ensure that tuition revenues and expenses are accurately reflected and are
related to the China Program. However, these reports have not included either beginning
or ending cash balances maintained by TUC on FIU’s behalf. Upon discussion the
Associate Dean agreed that TUC’s monthly report should reflect cash balances. In midOctober 2011 he asked TUC financial staff to include cash balances on all future monthly
reports.
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Recommendations
The School of Hospitality & Tourism Management should:
2.1

Minimize FIU fund balances held by TUC.

2.2

Verify and reconcile cash balances maintained by TUC at least monthly.

Management Response/Action Plan:
2.1

The Controller’s office will direct the wire transfers in April and October of each
year after receiving its share of tuition revenues from TUC and maintain a small
balance for expenses incurred in China on behalf of the program.
Implementation date: March 2012

2.2

This has been implemented already. Associate Dean and Director of Human
Resources and Budget at CSHTM will verify monthly cash balance maintained by
TUC and forward to Controllers.
Implementation date: Implemented
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3.

Financial Oversight

The China Program has been generally operated in a fiscally responsible manner. The
Associate Dean diligently oversees the Program’s fiscal activities, including budget
management; tuition revenue reconciliation; review of local faculty compensation and
other expenses; wire transfer requests from TUC; on-site review; and dealing with TUC
personnel. For example, he reviewed revenue and expense reports prepared by TUC,
determined when to initiate fund transfer, provided a wire transfer instruction (FIU bank
information) to TUC, and checked FIU Program department ledgers to ensure that the
fund is received and recorded.
However, from an internal control point of view there is no separation of duties and
incompatible functions are being performed by one individual. Inappropriate or fraudulent
transactions may not be prevented or detected in a timely manner should funds be wired
to unauthorized bank accounts or should unauthorized or inappropriate expenses be paid
in China. Accordingly, we designed our audit testing to compensate for these concerns
and our tests fortunately did not disclose any inappropriate or fraudulent transactions.
We discussed these concerns with the Associate Dean and he agreed with our
observations and instructed TUC officials on November 3, 2011 to limit wire transfers to
the specific FIU bank account.
Recommendations
The School of Hospitality & Tourism Management should:
3.1

Segregate incompatible functions, especially when initiating and receiving
funds from TUC via wire.

3.2

Separate cash management and record keeping functions. If separation of
duties is impractical, close supervision should be required.

Management Response/Action Plan:
3.1

Wire transfer will be requested from TUC by the Associate Dean with knowledge
of the School’s Human Resource and Budget Director and forwarded to the
Controller’s Office. It will be reconciled and recorded in the financial system upon
receipt.
Implementation date: April 2012

3.2

Monthly revenue and expense statements from China will be verified by the
School’s Human Resource and Budget Director.
Implementation date: February 2012
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4.

Controls Over Tuition Rate/Revenue

Our audit disclosed that the China Program’s revenues were properly assessed,
collected, and reconciled. Tuition revenues generated by the Program for Fall 2010 and
Spring 2011 were ¥4,226,935 (approximately $631,068) and ¥3,527,804 (approximately
$535,872), respectively. The Associate Dean properly reconciled tuition revenues
collected by TUC based on the tuition rate charged to and the number of credit hours
registered by the students. Registered students were properly recorded and accounted
for in FIU’s enrollment records.5
The 2004 agreement between FIU and TUC established tuition for the China Program in
the amount of ¥33,000 (approximately $4,000) per student, per year.6 The agreement
further states that the tuition will increase at the start of each academic year based on the
education inflation rate in China. The term of the agreement is from the date of execution
for 10 years to 2014, subject to renewal. Since the program began in 2007, there have
been no tuition increases. According to the Associate Dean, an increase had been
informally discussed with TUC officials in the past without result.
Recommendations

The School of Hospitality & Tourism Management should:
4.1

Ensure that the tuition rate in future agreements continue to cover the cost of
the program.

4.2

Conform with actual tuition rates advertised and charged to students with our
contractual agreement.

Management Response/Action Plan:
4.1

The School evaluates the program annually to ensure tuition covers the costs of
the program. The program can only continue if that condition is met and the
contract provides provision for termination during the term.
Implementation date: Implemented

5

As noted in Finding No. 1, Program Accounting and Financial Reporting of this report, only 57% of the
revenues collected were recorded in the University’s financial records.

6

The program’s web site reflects a tuition rate of ¥32,800 per year. In fact, students have been charged
tuition in the amount of ¥3,280 per course (or 3 credit hours), which translates to ¥1,093 (approximately
$171) per credit hour.
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4.2

There is an Associate Dean in China who is aware of the costs advertised and
charged to the students. The program also provides scholarships for the cost of
the program to some students and these amounts reconcile to the amounts stated
in the agreement.
Implementation date: Implemented
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5.

Controls Over Expenditures

Overall, our audit disclosed that the China Program’s expenditures were appropriate,
allowable, and in accordance with University policies and procedures, and applicable
laws, rules and regulations. Our review of Program records disclosed that during the
fiscal year 2010-2011 the School of Hospitality & Tourism Management spent $520,012
in the U.S. mainly for payroll, travel, and transfer and ¥4,108,054 (approximately
$635,529) in China for local payroll, Tianjin Food and Wine Festival activities, travel, and
scholarships to selected students (See Table on page 6 of this report).
As to the controls over expenditures we identified some areas in need of improvement,
as noted below.
a) Policies and Procedures
The School of Hospitality & Tourism Management has not developed written policies
and/or procedures for expenditures made in China. The University’s established
procedures, which ensure the effectiveness of stateside internal controls is not
necessarily considered in our Tianjin operations. For example,
1. Purchases of goods and/or services do not come under the purview of our
stateside Purchasing Services Department;
2. Payments to vendors are not processed by our Controller’s Accounts Payable
Section; and
3. Travel authorizations are not used for travel within China.
Examples of some of the expenditure anomalies follow:


An instructor was reimbursed ¥132,790 (approximately $20,543) for his 3-year
travel expenses without actual invoices/receipts. He was given a travel allowance,
which is not supported by an existing policy or written agreement. He was also
paid ¥63,025 (approximately $9,750) as a consultant for the Tianjin Food and
Wine Festival without a written agreement.



A musician hired for the Tianjin Food and Wine Festival event was paid ¥10,000
(approximately $1,547) without an invoice.



A flight schedule change fee, ¥1,079 (approximately $167) was paid by the
program for a senior administrator’s spouse, which was repaid subsequent to our
audit.



Written justifications for various employees’ trips to Shanghai, Qingdao,
Guangzhou, Shenzhen, etc. were not evident.



Travel insurance requirements for FIU employees travelling to China have not
been addressed.
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b) Overseas Faculty Compensation
Our review of China Program records disclosed that during the fiscal year 2010-2011 the
School of Hospitality & Tourism Management paid ¥2,335,734 (approximately $361,345
or 57% of total overseas expenditures) for 12 faculty members, 1 senior administrator
and 2 staff members, as compensation. According to our agreement TUC should be the
employer of record. These faculty members and the senior administrator have been
provided by FIU with a courtesy appointment letter, which states in part, “... a courtesy
appointment is non-tenure earning and carries no financial obligation on the part of the
University.” Effective October 2011, FIU reimbursed TUC for employee fringe benefits for
local faculty members. Prior to that TUC directly paid the employees fringe benefits in
accordance with our agreement.
c) Tianjin Food and Wine Festival
Our review of China Program records disclosed that the School of Hospitality & Tourism
Management spent at least ¥665,275 (approximately $102,920) for a Tianjin Food and
Wine Festival held in September 2010 but only generated ¥10,646 in revenue
(approximately $1,647).
Despite TUC’s agreement to contribute 30% towards the event, Hospitality & Tourism
Management ended up assuming the full financial risk for the event. According to the
Associate Dean, no financial contribution was made by TUC. The festival resulted in a
financial loss of over $100,000 not including salary and travel of certain staff.
We noted that the event went forward without a comprehensive business plan, sufficient
sponsorship support and/or ticket sales. During our audit fieldwork we were informed that
future festivals would not be held.
d) Student Transfer Fees
China Program expenses for the fiscal year 2010-2011 reflect the payment of $37,000 to
TUC for 37 students ($1,000 per student) in the program who transferred to our regular
program at Biscayne Bay campus as international students. This was based on an
informal agreement by FIU former administration to compensate TUC for their potential
revenue loss from the decreased number of students in the program.
Our review of the program’s budget for fiscal year 2011-2012 indicated that FIU will pay
TUC $60,000 for 30 transfer students ($2,000 per student). The transfer fee was
increased with the understanding that TUC use the transfer fees for program related
repairs and maintenance. This arrangement is similarly informal.
In our opinion, an MOU between the parties would serve to clearly document the
transactions and reduce the risk of disputes as to each party’s obligations.
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e) Travel Authorizations and Expenses
Florida Statute section 112.061(3)(a) states, “All travel must be authorized and approved
by the head of the agency, or his or her designated representative, from whose funds the
traveler is paid. . . .” University Travel Policy also states, “. . . Travelers are not to make
commitments to travel or to incur travel expenses without first obtaining the appropriate
approval.”
Nineteen of 22 Travel Authorizations (TA) tested disclosed that tickets for airfare were
purchased and other costs were incurred prior to obtaining required TA approval. We
noted that the airfare was paid using the departmental travel card at the time the TA was
submitted but prior to approval. We were informed that airline tickets were purchased
immediately to ensure that the best prices for airfare could be obtained.
Also the School of Hospitality & Tourism Management paid $2,330 for a trip made by a
faculty member not directly involved in the program. The faculty member attended a
conference in Hong Kong and visited Seoul and other cities in Korea to recruit students.
Also, an airfare of $1,019 was paid for an instructor’s spouse to co-teach the same
course (HFT 3870, The Aroma and Flavor Components of Wines) in China that the
instructor was teaching. The airfare for an instructor and spouse included $58 for earlier
boarding on a premier line. Additional expenses, totaling $183 for rental cars and
gasoline were paid by the School for the instructor to pick up his spouse from her home
located in Fairfield, California to the San Francisco airport and from the airport to her
home.
Recommendations
The School of Hospitality & Tourism Management should:
5.1

Develop, disseminate, and periodically update its policies and/or procedures
for financial and administrative operations in China, giving due consideration
to relevant University policies and procedures.

5.2

Organize and plan for any future auxiliary activities with a view towards
minimizing the potential for financial loss.

5.3

Prepare an MOU whenever changes in business arrangements are made,
e.g., payment for fringe benefits and transfer fees that were previously
handled extemporaneously.

5.4

Ensure that University travel procedures are followed and more closely
monitor the propriety of travel expenses.
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Management Response/Action Plan:
5.1

School’s administration maintains emulation of policies and procedure and will
continue to strengthen this for purchasing and travel.
Implementation date: Implemented

5.2

School’s administration does not engage in any activities in which a financial loss
is expected. The Dean, in order to not affect future ventures, did not request
support from TUC for the Food and Wine Festival as it was a training environment
for the students and the program revenues received by FIU were sufficient to
cover the expenses incurred. Any other activity will be carried out according to
University’s policies.
Implementation date: Implemented

5.3

Dean will ensure that all operating and transactional activities are included in
renewal of contractual agreement and will not approve any arrangement without
an MOU or proper amendment to the agreement.
Implementation date: March 2012

5.4

This has already been implemented to make sure that staff is properly trained on
following FIU travel policies.
Implementation date: Implemented
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