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March 30, 2012 
 
 
 
Citizens of Islamorada, Village of Islands, and 
Honorable Mayor and Members of the Village Council 
Islamorada, Village of Islands, Florida 
 
Presented for your consideration and review is the Comprehensive Annual Financial Report for Islamorada, Village 
of Islands, Florida, for the year ended September 30, 2011. This report was prepared by the Village’s Administration 
and Finance Department in accordance with the Village Charter, State Statutes, and generally accepted accounting 
principles for governments. Village management is responsible for the accuracy of the data presented and the 
completeness and fairness of the presentation, including all disclosures. 
 
The Village has established an internal control framework that is designed both to protect the Village’s assets from 
loss or misuse and to compile sufficiently reliable accounting information for financial statement preparation in 
conformity with United States generally accepted accounting principles (GAAP) established by the Government 
Accounting Standards Board (GASB). We believe that the Village’s framework of internal controls has been 
designed to provide reasonable, but not absolute, assurance that the Village’s assets are protected and that the 
financial statements will be free of material misstatement. The concept of reasonable assurance recognizes that the 
cost of internal controls should not outweigh the benefits likely to be derived, and that the evaluation of costs and 
benefits requires estimates and judgments by management. 
 
To the best of our knowledge and belief, the data, as presented, is accurate in all material respects and is reported in 
a manner designed to present fairly the financial position and results of operations of the various funds and account 
groups of the Village. All disclosures necessary to enable the reader to gain an understanding of the Village’s 
financial activities have been included. 
 
Chapter 281.39 of the Florida Statutes requires that an independent certified public accountant audit the financial 
statements of municipalities. This requirement has been met for the fiscal year ended September 30, 2011 and the 
report of the independent auditors, Cherry, Bekaert & Holland, L.L.P. has been included in the Financial Section of 
this report. In addition, the requirements of the Federal and Florida Single Audit acts and the related Federal OMB 
Circular A-133 have been met. The standards which govern single audit engagements require the independent 
auditor to report on the Village’s internal controls over compliance with the requirements of laws, regulations, 
contracts and grants applicable to Federal and State financial assistance projects.  Presentation of the single audit, 
including schedules of Federal awards and State financial assistance, is included as a separate section of this report.  
 
Governmental accounting and auditing principles require that management provide a narrative introduction, 
overview and analysis to accompany the basic financial statements in the form of Management’s Discussion and 
Analysis (MD&A). This letter of transmittal is designed to complement the Village’s MD&A, which can be found 
immediately following the Independent Auditors’ Report in the Financial Section of this report. 
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THE VILLAGE 
 
Islamorada, Village of Islands, is a string of subtropical islands eighteen miles long with a population of 6,119 
residents. The Village consists of four Keys; Plantation Key, Windley Key, Upper Matecumbe Key and Lower 
Matecumbe Key. The Village derives its municipal powers from a charter granted by the legislature of the State of 
Florida on December 31, 1997. The Village operates under the Council-Manager form of government. The 
governing body of the Village consists of a five member Village Council, each of whom is elected for a two year 
term. The Village Council determines policy, adopts local legislation, approves the Village’s budget, sets taxes and 
fees, and appoints the Village Manager, Village Attorney and members of various boards and committees. The day 
to day operations of the Village are under the leadership of the Village Manager. 
 
The Village provides a wide variety of services, including; general government administration; building and code 
enforcement; planning and zoning; public safety (fire protection and emergency medical services); public works; 
parks and recreation (parks maintenance, recreational activities, cultural events, and related facilities); and solid 
waste collection. In addition, the Village operates a recreational marina, a wastewater utility and a stormwater utility 
as enterprise funds. 
 
The financial reporting entity includes all of the funds and account groups of the Village and, in accordance with 
GASB Codification of Governmental and Financial Reporting Standards, Section 2100, “Defining the Reporting 
Entity,” includes only those activities over which the Village is financially accountable. 
 
 BUDGETARY PROCEDURES AND CONTROLS 
 
State of Florida Statutes require that all municipal governments establish budgetary systems and approve balanced 
annual operating budgets. The Village Manager is responsible for preparation of the annual budget, which is 
submitted to the Village Council for approval in July of each year. A series of public hearings is conducted, and 
prior to October 1, a final operating budget is legally enacted through the passage of a resolution. In addition, the 
Village maintains budgetary controls, including an encumbrance system for the issuance of purchase orders and 
travel authorizations. The objective of these budgetary controls is to ensure compliance with legal provisions 
embodied in the annual appropriated budget approved by the Village Council. Changes or amendments to the total 
budget of the Village or a department must be approved by the Council.  
 
 ECONOMIC CONDITION AND OUTLOOK 
 
The economic condition of the Village continues to reflect some of the difficulties present in the national economy 
due to a weakened real estate market.  For the fourth consecutive year, the total value of taxable value of property 
within the Village decreased significantly; the overall decrease in taxable value since fiscal year 2007-2008 is 
approximately 30%.  Despite the continued decrease in taxable values, the Village Council adopted the rolled-back 
rate for fiscal year 2011-2012.  The Village has also taken other measures to offset decreases in ad valorem tax 
revenue.  The primary focus continues to be reductions in discretionary operating expenditures, with an emphasis on 
maintaining an acceptable level of service for Village residents. The Village monitors budgeted versus actual 
expenditures and revenue collections closely for early identification of unfavorable trends. The Village’s stable 
overall financial condition and adequate fund balances give reasonable assurance that the Village can adjust to 
unexpected reductions in revenue or significant unplanned expenditures.  Despite the difficult economy, the quality 
of life for Village residents continues to be enhanced by the availability of superior recreational facilities, the 
tropical climate, and the superb fishing and diving, which also makes the Village a consistently popular tourist 
attraction. 
 
For fiscal year 2011-2012, the total Village taxable value for assessment of ad valorem taxes is approximately $ 2.4 
billion. This represents a 9.4% decrease from the previous year’s final taxable value.  This decrease was caused by a 
continuing decline in property values in a difficult real estate market.  The adopted millage rate for fiscal year 2011-
2012 is 2.5217 mils, which is higher than the previous year’s adopted rate by .2378 mils but is equal to the “rolled-
back” rate.  This will generate $5.97 million in taxes at a 96% collection rate. 
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While the condition of the Village’s tourist economy has been impacted by the worldwide economic decline, for 
fiscal year ending September 30, 2011 the Village’s two largest sales tax derived revenue sources (local government 
½ cent sales tax and local discretionary sales surtax) increased by approximately 6% from the previous fiscal year.  
The outlook for fiscal year 2011-2012, however, is for a decrease in sales tax related revenue of approximately 7%.  
The importance of the tourist industry in Islamorada is demonstrated by the fact that many of the Village’s top 
taxpayers are hotels/resorts. 
 
 LONG TERM PLANNING 
 
The Village continues to pursue and modify its long term goals as outlined in the adopted Five-Year Capital 
Improvement Plan. While the Village prepares for the design and construction of a Village-wide wastewater 
collection and treatment utility, other major projects currently were put on hold as directed by the Village Council.  
Projects in the fiscal 2010-2011 Five Year Capital Improvement plan that were completed include: 
 

 Improvements to Village parks/conservation land at Plantation Tropical Preserve, Anne’s Beach 
and Green Turtle Hammock 

 A repaving project on East Ridge Road 
 
The Village’s major capital project for the coming fiscal year is installation of a solar lighting system in Founders 
Park and stormwater repair project at Tollgate Shores. 
       
 RELEVANT FINANCIAL POLICIES AND MAJOR INITIATIVES 
 
Legislation passed by the 1999 Florida Legislature (Chapter 99-395 Law of Florida) mandated higher wastewater 
treatment standards in the Florida Keys.  By December 31, 2015, all wastewater treatment systems in the Keys must 
be Advanced Wastewater Treatment (AWT) or Best Available Technology (BAT) for treatment. The mandate 
requires that all wastewater treatment systems in the Keys must be upgraded or replaced to meet stringent nutrient 
reduction requirements. 
 
As of September 30, 2011, the Village completed construction of a collection system and treatment plant in the 
North Plantation Key area providing wastewater services to 16% of the properties within the boundaries of the 
Village.  The areas of Islamorada that do not yet have wastewater services are referred to as the Remaining Service 
Areas (RSA).  The Village plans to enter into a contract with a firm selected to design, build and operate a 
wastewater system in the RSA following request for proposal procedures by June 2012.   
 
In its effort to meet the state-mandated deadline for system completion, the Village has been addressing the 
financing of the entire project since the beginning of the project, including throughout fiscal year 2010-2011.  
Financing of the entire project and cash availability and flow will continue to be the priorities of Village staff and 
the Village Council until the project is completed.  Some of the financing will be through state and federal grants, 
and the balance will be through special assessments and low interest State Revolving Fund (SRF) loans.  The 
Village is also supporting the continuation of a one penny infrastructure tax in the Florida Keys which would defray 
project costs. 
 

AWARDS 
 
The Government Finance Officers Association of the United States and Canada (GFOA) has awarded a Certificate 
of Achievement for Excellence in Financial Reporting to Islamorada, Village of Islands, Florida, for its 
Comprehensive Annual Financial Report for each fiscal year ended September 30, 1998 through 2010. The 
Certificate of Achievement is the highest form of recognition for excellence in state and local government financial 
reporting. 
 
In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and 
efficiently organized comprehensive annual financial report, whose contents conform to program standards. Such 
comprehensive annual reports must satisfy both generally accepted accounting principles and applicable legal 
requirements. 
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Independent Auditors’ Report 
 
 
 
The Honorable Mayor and Members of Village Council 
Islamorada, Village of Islands, Florida 
 
We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of Islamorada, Village 
of Islands, Florida (“the Village”) as of and for the year ended September 30, 2011, which collectively 
comprise the Village's basic financial statements as listed in the table of contents. These financial 
statements are the responsibility of the Village’s management. Our responsibility is to express 
opinions on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and the significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinions. 
 
In our opinion, based on our audit, the financial statements referred to above present fairly, in all 
material respects, the respective financial position of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the Village as of 
September 30, 2011, and the respective changes in financial position and, where applicable, cash 
flows thereof, for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. 
 
As discussed in Notes 2 and 12 to the financial statements, the Village has adopted the provisions of 
Government Accounting Standards Board Statement No. 54, Fund Balance Reporting and 
Governmental Fund Type Definitions, for the year ended September 30, 2011. 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 30, 
2012 on our consideration of the Village’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 
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The management’s discussion and analysis and the required supplementary information as listed in 
the table of contents are not a required part of the basic financial statements but are supplementary 
information required by the Governmental Accounting Standards Board. We have applied certain 
limited procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did not audit 
the information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Village’s financial statements as a whole. The introductory section, other 
financial information, and the statistical section as listed in the table of contents are presented for 
purposes of additional analysis and are not a required part of the financial statements.  In addition, the 
accompanying schedule of expenditures of federal awards and state financial assistance projects for 
the year ended September 30, 2011 is presented for the purposes of additional analysis as required 
by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations and is not a required part of the financial statements. The other financial 
information and accompanying schedule of expenditures of federal awards and state financial 
assistance projects have been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, are fairly stated in all material respects, in relation to the 
basic financial statements taken as a whole. The introductory and statistical sections have not been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, 
accordingly, we express no opinion on them. 

 
Orlando, Florida 
March 30, 2012 



























































































































































Cherry, Bekaert & Holland, L.L.P. 
The Firm of Choice. 

www.cbh.com 
 

 

CHERRY, BEKAERT & HOLLAND, L.L.P. 75 

Independent Auditors’ Report on Internal Control over Financial  
Reporting and on Compliance and Other Matters Based on an Audit 

of Financial Statements Performed in Accordance with 
Government Auditing Standards 

 
 

 
The Honorable Mayor and Members of the Village Council 
Islamorada, Village of Islands, Florida: 
 
We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of Islamorada, Village 
of Islands, Florida (the “Village”), as of and for the year ended September 30, 2011, which collectively 
comprise the Village’s basic financial statements, and have issued our report thereon dated March 30, 
2012. We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 
 
Internal Control over Financial Reporting 
Management of the Village is responsible for establishing and maintaining effective internal control 
over financial reporting. In planning and performing our audit, we considered the Village’s internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of the Village’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the Village’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the Village’s financial statements will not be prevented, or detected and 
corrected on a timely basis. 
 
Our consideration of the internal control over financial reporting was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We 
did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses, as defined above.  
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Village’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion 
on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion.  The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 
 
We noted certain matters that we reported to management in a separate letter dated March 30, 2012. 
 
This report is intended solely for the information and use of the Mayor, Village Council, management, 
the State of Florida Office of the Auditor General, and applicable federal and State awarding agencies 
and pass-through entities, and is not intended to be and should not be used by anyone other than 
these specified parties. 

 
Orlando, Florida 
March 30, 2012 
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Independent Auditors’ Report on Compliance with Requirements that Could Have a 
Direct and Material Effect on the Major Federal Award and on Internal Control 

Over Compliance in Accordance with OMB Circular A-133  
 
 
 
The Honorable Mayor and Members of the Village Council 
Islamorada, Village of Islands, Florida: 
 
Compliance  
We have audited the compliance of Islamorada, Village of Islands, Florida, (the “Village”) with the 
types of compliance requirements described in the U.S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that could have a direct and material effect on each of the 
Village’s major federal award for the year ended September 30, 2011. The Village’s major federal 
award is identified in the summary of auditors’ results section of the accompanying Schedule of 
Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its major federal award is the responsibility of the Village’s management. Our 
responsibility is to express an opinion on the Village’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States and OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about 
whether noncompliance with the types of compliance requirements referred to above that could have 
a direct and material effect on a major federal award occurred. An audit includes examining, on a test 
basis, evidence about the Village’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audit provides a 
reasonable basis for our opinion. Our audit does not provide a legal determination of the Village’s 
compliance with those requirements. 
 
In our opinion, the Village complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on its major federal award for the year 
ended September 30, 2011.  
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Internal Control Over Compliance 
Management of the Village is responsible for establishing and maintaining effective internal control 
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
awards. In planning and performing our audit, we considered the Village’s internal control over 
compliance with the requirements that could have a direct and material effect on a major federal 
award to determine the auditing procedures for the purpose of expressing our opinion on compliance 
and to test and report on internal control over compliance in accordance with OMB Circular A-133, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the Village’s internal control over 
compliance.  
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal award on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a federal award will not be prevented, or detected and corrected, on a timely basis.  
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. 
 
This report is intended solely for the information and use of the Mayor, Village Council, management, 
others within the organization, and federal and State agencies, and pass-through entities, and is not 
intended to be and should not be used by anyone other than these specified parties. 

 
Orlando, Florida 
March 30, 2012 
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Independent Auditors' Management Letter 
 

 
The Honorable Mayor and Members of the Village Council 
Islamorada, Village of Islands, Florida 

 
 

We have audited the financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the Islamorada, Village of Islands, 
Florida (the “Village”) as of and for the year ended September 30, 2011, and have issued our report 
thereon dated March 30, 2012. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits 
of States, Local Governments and Non-Profit Organizations.  We have issued our Independent 
Auditors’ Report on Internal Control over Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing 
Standards, Independent Auditors’ Report on Compliance with Requirements that Could Have a Direct 
and Material Effect on the Major Federal Award and on Internal Control Over Compliance in 
Accordance with OMB Circular A-133 and the Schedule of Findings and Questioned Costs.  
Disclosures in those reports and schedule, which are dated March 30, 2012, should be considered in 
conjunction with this management letter.   
 
Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the Auditor 
General, which governs the conduct of local governmental entity audits performed in the State of 
Florida.   This letter includes the following information, which is not included in the aforementioned 
auditors’ reports or schedule: 
 
Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not 
corrective actions have been taken to address findings and recommendations made in the preceding 
annual financial audit report. Except as noted in Appendix A, recommendations made in the preceding 
annual financial audit report have been followed.  
 
Section 10.554(1)(i)2., Rules of the Auditor General, requires our audit to include a review of the 
provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In 
connection with our audit, nothing came to our attention that could cause us to believe that the Village 
was in noncompliance with Section 218.415 regarding the investment of public funds. 
 
Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address in the management 
letter any recommendations to improve the Village’s financial management.  In connection with our 
audit, we did not have any such recommendations. 
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Section 10.554(1)(i)4., Rules of the Auditor General, requires that we address violations of provisions 
of contracts or grant agreements, or abuse, that have occurred, or are likely to have occurred, that 
have an effect on the financial statements that is less than material but more than inconsequential.  In 
connection with our audit, we did not have any such findings. 
 
Section 10.554(1)(i)5., Rules of the Auditor General, provides that the auditor may, based on 
professional judgment, report the following matters that have an inconsequential effect on financial 
statements, considering both quantitative and qualitative factors: (1) violations of provisions of 
contracts or grant agreements, fraud, illegal acts, or abuse, and (2) deficiencies in internal control that 
are not significant deficiencies. See Appendix A for our recommendations. We did not audit the 
Village’s response to these matters, which is also provided in Appendix A, and, accordingly, we 
express no opinion on them.   
 
Section 10.554(1)(i)6., Rules of the Auditor General, requires that the name or official title and legal 
authority for the primary government and each component unit of the reporting entity be disclosed in 
this management letter, unless disclosed in the notes to the financial statements.  Such disclosure is 
included in the notes to the financial statements.  
 
Section 10.554(1)(i)7.a., Rules of the Auditor General, requires a statement be included as to whether 
or not the Village has met one or more of the conditions described in Section 218.503(1), Florida 
Statutes, and identification of the specific conditions met.  In connection with our audit, the results of 
our tests did not indicate the Village met any of the specified conditions of a financial emergency 
described in Section 218.503(1), Florida Statutes. However, our audit does not provide a legal 
determination on the Village’s compliance with this requirement.  
 
Section 10.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether the annual 
financial report for the Village for the fiscal year ended September 30, 2011, filed with the Florida 
Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in agreement 
with the annual financial audit report for the fiscal year ended September 30, 2011.  Our comparison 
of the financial report filed with the Florida Department of the Financial Services to the Village’s 2011 
audited financial statements resulted in no material differences.  
 
Pursuant to Sections 10.554(1)(i)7.c. and 10.556(7), Rules of the Auditor General, we applied 
financial condition assessment procedures as of September 30, 2011.  It is management’s 
responsibility to monitor the Village’s financial condition, and our financial condition assessment was 
based in part on representations made by management and the review of financial information 
provided by same.  

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its 
distribution is not limited. Auditing standards generally accepted in the United States of America 
require us to indicate that this letter is intended solely for the information and use of management, the 
Mayor and Village Council, the Florida Auditor General and federal and State awarding agencies and 
pass-through entities, and is not intended to be and should not be used by anyone other than these 
specified parties. 

 
Orlando, Florida 
March 30, 2012
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Capital Assets 
 
Observation 2011-01: During testing of capital assets, we noted that the Village had not performed an 
extensive Village-wide inventory of all capital assets. The Village has completed an extensive 
inventory over all assets acquired since October 1, 2009 but not on assets acquired before that date. 
We also noted that several donated assets acquired in prior years were not promptly recorded on the 
Village’s property records. It was noted that these vehicles were identified as out of service vehicles 
that were near the end of their useful life upon donation. 
 
Recommendation: We recommend that the Village perform a physical inventory of all Village property 
and equipment. In connection with this inventory, tags should be placed on each asset with numbers 
that are recorded in the detail property records. This will help improve the tracking of assets for 
disposal and impairment purposes. We also recommend that the Village promptly record all donated 
assets when received to ensure all assets of the Village are recorded and assets are properly tracked 
in the property records.  
 
Management Response: The Village’s Finance Department concurs that it has not yet performed an 
extensive Village-wide inventory of capital assets acquired before October 1, 2009. Staff ordered and 
received asset tags numbered in accordance with the numbering system used to record capital assets 
in the Village’s fixed asset software module. Finance Department staff is in the process of preparing 
for an extensive Village-wide inventory of capital assets performed independent of property 
custodians in accordance with the Florida Department of Financial Services’ Rule 69I-73.006(5) which 
states, “The custodian delegate shall not personally inventory items for which they are responsible.”  
The planned Village-wide inventory will be scheduled for the month of April 2012 after the FY2011 
audit and financial statement preparation have been completed. 
 
The Village’s Finance Department also concurs that until approximately July 2011, several donated 
assets acquired in prior years were not promptly recorded in the Village’s fixed asset software 
module. In July 2011 the Village’s fixed asset software module was updated to reflect all donated 
assets received as of that month. In September 2011, the Village received donated vehicles from the 
Monroe County Sheriff’s Office, and these donated assets were promptly reflected in the Village’s 
fixed asset software module. The Finance Department has established procedures to update the fixed 
asset software module on a monthly basis. 
 
 
IT Entity Level Controls 
 
Observation 2011-02: During review of the internal controls over information technology, we noted 
that the Village does not have a formal IT Strategic Plan currently in place.   
 
Recommendation: We recommend that the Village Steering committee document a formal IT 
Strategic Plan and align strategies with the overall business objectives. This Plan should be reviewed 
and updated at least annually by the Steering Committee as part of their periodic meetings.   
 
Management Response: The Village’s IT Department concurs that as of the performance of a review 
of the Village’s internal controls over information technology, the Village did not have a formal IT 
Strategic Plan in place. With guidance provided by the IT auditor, a Village Steering Committee 
comprised of IT Department staff and the Village Manager is actively documenting a formal IT 
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Strategic Plan and will align strategies with overall objectives. The Steering Committee will review the 
Plan at least annually after it has been finalized. 
 
Network Security Controls 
 
Observation 2011-03: During review of the internal controls over information technology, we noted 
that the Village does not have sufficient environmental controls in place for the server rooms. 
Currently the server rooms have a water sprinkler system in place for fire suppression.  
 
Recommendation: We recommend that the Village remove the existing water sprinkler system and 
instead use a clean agent fire suppression system such as FM200 which is rated safe for use on 
computer equipment. Clean agent extinguishers should be located throughout the computer room. 
General purpose extinguishers and water sprinklers should not be used on or near computer 
equipment since the propellant in the extinguisher as well as water can corrode the electronic 
components of the computer system. 
 
Management Response: The Village’s IT Department concurs that the Village installed a water 
sprinkler system for fire suppression in its server rooms. Staff understands that general purpose 
extinguishers and water sprinklers should not be used on or near computer equipment. When the 
current Village headquarters and administration building and two fire stations were being planned, 
Fire Department management and the IT Director requested in multiple meetings that an F500 clean 
agent fire suppression system be included in the building plans for each floor. Based on a 
recommendation by the value engineer consultant, the Village Manager at the time denied the request 
due to construction budget constraints.   
 
In future years during the budget preparation process, Village staff from the Fire Department, IT 
Department and Finance Department will evaluate the feasibility and cost of capping off the existing 
water sprinkler systems in the Village’s server rooms and installing a clean agent fire suppression 
system. Staff will present the information to the Village Manager and Village Council for consideration 
and funding approval.   
 
Portable clean agent extinguishers are and have been located throughout the Village’s server and 
other computer rooms. 
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Capital Assets 
 
Observation 2010-01: This is still an issue for the fiscal year ending September 30, 2011. See 
observation 2011-01.  
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Federal
CFDA

Federal Agency and Program Title Number Contract/Grant Project Number Expenditures

Department of the Army

Florida Keys Water Quality Improvement Program (FKWQIP) 12.113
USACOE Obligation No. 

W32CS512374706 1,289,483$        

Department of Agriculture
Pass-through program from:

Florida Department of Agriculture and Consumer Services
Volunteer Fire Assistance Grant - FY 2010 - 2011 10.664 n/a 2,300

Department of Energy 
Pass-through program from:

Florida Department of Environmental Protection / Monroe County
ARRA - Florida Keys Energy Conservation Initiative 81.128 n/a 19,373               

TOTAL FEDERAL EXPENDITURES 1,311,156$       

 
 

The accompanying schedule of federal awards is presented on the modified accrual basis of accounting. The information 
in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. 



Islamorada, Village of Islands, Florida 
Schedule of Expenditures of State Financial Assistance Projects 

For the Year Ended September 30, 2011 

85 

 
 

State
CFSA 

State Agency and Program Title Number Expenditures

Florida Department of Environmental Protection
Florida Boating Improvement Program 77.006 22,342$             

Florida Department of Health
2011 EMS Matching Grant 64.003 35,564               

TOTAL STATE EXPENDITURES 57,906$             

Contract/Grant Project Number

FWC Contract No. 09108

Grant ID M0061
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Section I – Summary of Auditors’ Results 

Financial Statement Section       

Type of auditors’ report issued:  Unqualified Opinion 

Internal control over financial reporting:       

 Material weakness(es) identified?   Yes  X No 

 Significant deficiency(ies) identified that are not 
considered to be material weaknesses?    Yes  X None reported 

Reported noncompliance material to financial statements 
noted?   Yes  X No 

 

Federal Awards       

Type of auditors’ report on compliance for major federal 
awards and state financial assistance projects:  Unqualified Opinion 

Internal control over major programs:       

 Material weakness(es) identified?   Yes  X No 

 Significant deficiency(ies) identified that are not 
considered to be material weakness(es)?   Yes  X None reported 

Any audit findings disclosed that are required to be 
reported in accordance with Section 510(a) of OMB 
Circular A-133?   Yes  X No 

 

Identification of Major Federal Awards: 
 

Program Name                                                                                  CFDA# 
 

Florida Keys Water Quality Improvement Program (FKWQIP)       12.113                                                     
 

Dollar threshold used to determine Type A programs 
(federal and state):                 $300,000 

Auditee qualified as low-risk auditee?  X Yes   No 
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Section II – Financial Statement Findings 

None 

 

Section III –  Findings and Questioned Costs – Major Federal Awards 

This section identifies significant deficiencies, material weaknesses, and material instances of 
noncompliance, including questioned costs, related to the audit of major federal awards and state 
financial assistance projects, as required to be reported by OMB Circular A-133 and Chapter 10.550, 
Rules of the Auditor General.  

 

There were no findings required to be reported in accordance with OMB Circular A-133. 
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There were no prior year audit findings. 

 


