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October 15, 2024

The Honorable Mayor Holly Raschein Ms. Diane Schmidt, Chairperson

Monroe County Board of County Commissioners Monroe County Tourist Development Council
102050 Overseas Highway, Suite 234 245 Front Street

Key Largo, FL 33037 Key West, FL 33040

Email: boccdisb@monroecounty-fl.gov Email: diane.schmidt@opalkeywest.com

Dear Mayor Raschein and Chairperson Schmidt:

The Monroe County Clerk’s Internal Audit Department is issuing an audit of the Monroe County Tourist
Development Council’s (TDC) Website and Digital Services. This audit included a review of the TDC’s
website and digital services Agency of Record, Cooke Communications Florida, LLC doing business as
Two Oceans Digital (Two Oceans) for the three-year period October 1, 2020, through September 30, 2023.
The audit focused on the August 19, 2020, agreement between Monroe County and Two Oceans.

Due to the technical nature of the services provided by Two Oceans, Internal Audit contracted with Cherry
Bekaert Advisory, LLC to take the lead in performing the audit fieldwork. The audit reviewed the
reasonableness of the contracted services provided by Two Oceans along with the revenue and related
expenses of this contractual arrangement. The audit identified internal control deficiencies and
opportunities for improvement. In total, the auditors noted thirty findings which are detailed in Cherry
Bekaert’s audit report that is included as Appendix I.

The major findings detailed in the audit report included finding issues with the TDC’s 2020 competitive
solicitation for website and digital services. Due to the severity of the deficiencies in both the procurement
process and the resulting contractual arrangement, we recommended that the TDC critically evaluate their
arrangement with Two Oceans to determine whether it would be beneficial to either immediately cancel
and re-bid this contract or consider other alternative solutions for website and digital services. We also
recommend the TDC take action to require Two Oceans provide documentation to account for all public
funds being generated through advertising on the TDC website.

If you have any questions, please do not hesitate to contact me.

Sincerely,

Kevin Madok, CPA
Monroe County Clerk of Circuit Court & Comptroller

Cc: Board of County Commissioners
Tourist Development Council
Kara Franker, President and Chief Executive Officer, Tourist Development Council
Bob Shillinger, County Attorney
Christine Hurley, County Administrator
Internal Audit

KEY WEST MARATHON PLANTATION KEY
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Key West, Florida 33040 Marathon, Florida 33050 Plantation Key, Florida 33070
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Executive Summary

The Monroe County Clerk’s Internal Audit Department is issuing an audit of the Monroe County’s
Tourist Development Council’s (TDC) Website and Digital Services Agency of Record, Cooke
Communications Florida, LLC, (d/b/a Two Oceans Digital, and hereinafter referred to as Two
Oceans). The audit focused on the August 2020 agreement between Monroe County and Two
Oceans including an audit of records, assets, and activities relating to the scope of services detailed
in this agreement. The audited period was fiscal year (FY) 2021 through FY 2023 (October 1,
2020, through September 30, 2023).

Due to the technical nature of the services provided by Two Oceans, Internal Audit contracted
with Cherry Bekaert Advisory, LLC (hereinafter referred to as Cherry Bekaert) to take the lead in
performing the audit fieldwork. The audit reviewed the reasonableness of the contracted services
provided by Two Oceans along with the consideration and the revenue and related expenses of this
contractual arrangement. The audit identified internal control deficiencies and opportunities for
improvement.

Cherry Bekaert’s audit report is included as Appendix I. In the following pages, Internal Audit
summarized the audit’s findings as well as provided historical context of Two Oceans’ contractual
relationship with the TDC.

In total, the auditors noted thirty findings which they categorized under the following five
categories:

e Lack of competitive solicitation process for selecting TDC’s Website and Digital Services
Agency of Record.

e The structure and compensation of Two Ocean’s contract likely resulted in TDC
significantly overpaying for website and digital services.

e Lack of TDC management oversight and accountability resulted in non-competitive
bidding and bias when selecting Two Oceans to be its Agency of Record.

e Deficiencies in Two Oceans’ master contract resulted in an unstructured pre-approval
process for special projects and the lack detail and guidelines in the contract did not ensure
that Two Oceans was leveraging provided resources and avoiding duplicative expenses.

e Regular prepayment of expenditures, incomplete documentation, and lack of proof of
payment to subcontractors.
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TDC’s Agency of Record for Website and Digital Services

In the early 1980°s, Monroe County recognized the need to market, promote, and manage itself as
a desirable tourist destination by creating the Monroe County Tourist Development Council
(TDC). As allowed by s. 125.0104, F.S., Monroe County began levying a tourist development tax
(also referred to as a bed tax) to financially support the TDC. The tourist development tax is paid
by any person who rents, leases, or lets any living quarters or accommodations in the county for
six months or less. In fiscal year (FY) 2023 (October 1, 2022, through September 30, 2023),
Monroe County recorded collecting almost $61.5 million in tourist development tax earmarked to
support the TDC’s operations.

As provided by s. 125.0104(4), F.S., the TDC is an advisory council appointed by the Monroe
County Board of County Commissioners (BOCC). The TDC has nine members who serve
staggered four-year terms. The TDC contracts with a not-for-profit corporation, 3406 North
Roosevelt Boulevard (d/b/a Visit Florida Keys), to operate the TDC’s executive office.

The TDC executive office is referred to as the TDC’s executive director in Monroe County Code.
As the executive director, Visit Florida Keys serves at the pleasure of and is subject to removal by
the BOCC. Monroe County Code Section 23-199((d) states, “[t]he executive director shall carry
out the policies and programs established by the council and shall be in charge of the day-to-day
operations of those policies and programs.” During the audit period, Visit Florida Keys contracted
with an executive manager who was responsible for implementing the TDC’s policies and
programs as well as managing the day-to-day operations of TDC.

With the advent of the Internet in the 1990’s, the TDC realized the importance of having a presence
on the web to promote the Florida Keys and Key West. To achieve this, in 1995, the TDC entered
into an agreement with a Key West-based company, Global Audience Providers (GAP). This initial
agreement stated that, “For purposes of promoting tourism to the Florida Keys & Key West . . .”
GAP agreed to establish and maintain, “. . . on a free basis (without charge), a World-Wide Web
(WWW) site . . .” Because the FloridaKeys.com and KeyWest.com domain names were not
available, the TDC’s website used the domain Fla-Keys.com.

Although the agreement suggested that GAP was not being paid for creating and maintaining
TDC’s website, the truth was that GAP was compensated by retaining advertising revenue
generated by the TDC website. There was a provision in this original agreement that stated, “GAP
shall limit the advertising participation to be sold and administered by GAP on the Keys” WWW
site ... The Keys WWW site will carry approximately a 60 to 40 percent ratio of advertising versus
editorial.” Other than this provision, there is no documentation that allowed the TDC to determine
whether the Florida Keys and Key West-related advertising revenue retained by GAP was
reasonable compensation for the services rendered. In addition, what was not stated in the
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agreement, was that GAP also owned the domain names FloridaKeys.com, KeyWest.com and
other domain names with similar derivations (e.g., gaykeywestfl.com, keyscams.com, etc.).
Owning these domain names in addition to managing the TDC’s website provided GAP a unique
ability to generate tourist-related advertising revenue beyond the revenue generated from TDC’s
website.

During this initial agreement, in February 1999, GAP was sold to Thomson Company. Thomson
Company did business under the alias FloridaKeys.com. Then, in September 2000, Delaware-
based Cooke Communications, LLC purchased Thomson Company. Cooke Communications used
the business alias FloridaKeys.com/KeyWest.com. In August 2018, Cooke Communications
changed their business alias to Two Oceans Digital d/b/a FloridaKeys.com. Finally, in 2021,
Cooke Communications shortened their alias to Two Oceans Digital. Cooke Communications
continues to manage the FloridaKeys.com and KeyWest.com websites in addition to managing
TDC’s website. In other words, like GAP, Two Oceans has a unique ability to generate tourist-
related advertising revenue beyond the revenue generated from TDC’s website because they could
leverage their control over TDC’s website in a way that could also benefit the similar-sounding
website domains that they own.

The initial agreement expanded throughout the years so Two Oceans not only was able to retain
advertising revenue generated by FlaKeys.com but also be paid for special projects. September
2000 was the first agreement between Monroe County and Cooke Communications. In this
agreement, compensation paid to Cooke Communications (referred to as the FIRM below) was
defined as:

COMPENSATION: a. The FIRM shall provide all services and support as listed in the Scope of
Services at no charges to COUNTY or TDC in exchange for the exclusive right of advertising
revenues generated from the website. The TDC shall have the right to place sponsorship or
partnership logo signature on the site. The logo signature(s) in a mutually agreed upon format and
location will be at no cost to the TDC.

The FIRM may charge the COUNTY for special projects approved by the TDC or Director outside
the scope of services such as new site enhancements which require the FIRM to pay for the
technology, equipment and production costs needed for use. These special projects shall be paid
for through normal COUNTY purchase order procedures.

In addition to the above, Cooke Communications was paid an annual fee of $15,000 for providing
electronic brochures on the website. In 2005, this annual fee was renamed as an annual bandwidth
fee because it now included downloading videos from the TDC’s website. Because of the
expansion to videos and increase in website traffic, the annual fee increased to $35,000.

At their February 2020 meeting, the TDC approved conducting a competitive solicitation seeking
interested contractors to submit a proposal to provide website and digital services to the TDC.
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Only Two Oceans and one other contractor submitted proposals. In June 2020, TDC again
approved Two Oceans as their Website and Digital Services Agency of Record.

The current agreement between Monroe County and Two Oceans was entered into on August 19,
2020 (Appendix I1). With the evolution of how entities use and rely on the Internet and social
media to promote and advertise their business, the services provided by Two Oceans has expanded
accordingly. Two Oceans compensation package now includes:

“Exclusive right to retain all advertising revenues generated from the website.”

13

. may also charge the County for special projects, approved by the TDC or TDC
Director outside the Scope of Services, including but not limited to [Two Oceans’]
attendance at educational or training programs in support of technology advances and
enhancements, new site enhancements, technology, equipment, production, maintenance
costs, webcam placement, and other enhancements.”

Bandwidth service which currently costs $35,000 annually.

Reimbursable expenditures related to approved special projects including packaging,
shipping, express mail, postage, legal expenses on behalf of the County, and travel
expenses for Two Oceans’ personnel.

Provision for an on-line booking system maintained on TDC’s destination website with a
cost not to exceed $64,000/year ($40,000/year for Two Oceans’ services plus $24,000/year
paid to the on-line booking system software company).

Given Two Oceans almost 30-year relationship with the TDC, it is important to take a historical
look at payments made to this contractor as shown in Table 1. The big unknown is the value of
the advertising revenue retained by Two Oceans. Monroe County and the TDC are unable put a
dollar value on the advertising revenue retained by Two Oceans and Two Oceans was not
forthcoming with this information when it was requested as part of the audit.

Table 1
Fiscal Year Payments To Two Oceans
Special Projects Total Paid

Fiscal On-Line Streaming and To

Year Bandwidth Booking System Web cams Other Costs Two Oceans
FY 2023 $20,000 $40,000 $126,433 $146,627 $333,060
FY 2022 20,000 40,000 126,433 146,627 333,060
FY 2021 20,000 62,000 93,967 71,672 247,639
FY 2020 34,992 - 98,856 51,728 185,576
FY 2019 34,992 - 95,200 114,708 244,900
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Summary of Major Audit Findings

Cherry Bekaert conducted a comprehensive review of TDC’s website and digital services and its
relationship with Two Oceans. Cherry Bekaert’s full report can be found in Appendix I. As
detailed in the audit report, Cherry Bekaert reported thirty findings that they categorized into five
major areas:

Lack Of Competitive Solicitation Process

As required by Monroe County’s Purchasing Policy, TDC conducted the required competitive
solicitation for website and digital services by requesting proposals from interested contractors.
This is also known as a Request For Proposals (RFP) procurement process. The RFP process
requires the TDC to issue an RFP solicitation request that details the TDC’s needs, terms, and
conditions for maintaining and managing the TDC’s website and digital services. A selection
committee evaluates and then scores each proposal as the method for selecting the firm that best
meets the TDC’s needs. Once the committee selects a firm, the committee’s recommendation is
first presented to the TDC Board for approval. If the TDC approves, then the selection committee
is tasked with negotiating a contract with the selected vendor before the recommendation is
presented to the BOCC for approval. After being approved, a formal contract is executed that uses
the detail from the proposal to define the scope of services and the method of compensation.

Cherry Bekaert found that the RFP for digital services failed to foster a competitive environment
and did not comply with the County’s purchasing policy. First, the RFP did not create a competitive
environment for potential vendors because its design provided a distinct advantage to the
incumbent vendor, Two Oceans. The posted RFP is the same as the contract for Two Oceans,
giving Two Oceans the ability to leverage their existing submission, while other potential
competitors would need to invest significant time and resources to prepare their bids.

Second, the RFP included a stipulation that all services be provided at no cost in exchange for
advertising revenues. This provision favored the incumbent. Potential vendors were not provided
the detail that provided a price tag on this type of consideration; only the incumbent knew the true
value of this compensation package. Further, no other vendor would possess the other domain
names that would generate tourist-related advertising revenue beyond the revenue generated from
TDC’s website which would give Two Oceans a distinct advantage.

Third, the level of detail the RFP required necessitated a significant level of effort on any interested
vendor. Given the complexity TDC expected in a vendor’s proposal coupled with the

unconventional compensation structure likely discouraged vendors from submitting a proposal.
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Given that Cherry Bekaert found that TDC’s 2020 solicitation for website and digital services did
not promote fair and open competition as required by the BOCC’s purchasing policy, we strongly
recommend the TDC critically evaluate their arrangement with Two Oceans to determine
whether it would be beneficial to either immediately cancel and re-bid this contract or consider
other alternative solutions for website and digital services.

Contract Structure and Compensation

During Cherry Bekaert’s review, they concluded that the Two Oceans’ unchanged compensation
package since 1995 suggests Monroe County and the TDC conducted an insufficient financial
analysis to determine if this compensation structure was in the best interest of the County. As a
result, it is possible that the TDC has been overpaying for its website and digital services.

Two Oceans believes that the current contract structure is fair despite their contracts with other
entities use a more traditional time cost billing arrangement. The exclusive right to retain all
advertising revenue generated from the website is granted to Two Oceans in exchange for
performing support services is unusual payment in exchange for website and digital services.
When Cherry Bekaert asked Two Oceans how much ad revenue was generated for FlaKeys.com,
Two Oceans estimated approximately $600,000 per year. However, it must be stressed that Cherry
Bekaert was unable to verify the accuracy of this estimate; Two Oceans refused to provide the
auditors supporting documentation. Some expert estimates suggest the advertising revenue could
exceed $1.5 million annually. In addition to the ad revenues, the TDC paid Two Oceans
approximately $100,000 per year for special projects and services.

Cherry Bekaert selected eight tourist development councils located in Florida with similar size,
populations, and tourism income to Monroe County. Out of the eight reviewed, six maintained and
developed their websites in-house and, of these six, three had paid advertising on their website.
Further, based on their analysis, Cherry Bekaert was able to conclude that had the TDC paid for
their website and digital services via a time cost billing structure, it is likely the cost would have
been approximately $80,000 to $120,000 per year. Thus, it appears that the TDC may have
significantly over-paid for the services rendered.

Another concerning matter is that any advertising revenue generated from TDC’s website should
be accounted for as public funds and reflected as such in the County’s accounting records.
However, the contract between the TDC and Two Oceans was not designed to allow for proper
accounting of these public funds. Notwithstanding, the agreement does require each party to have
reasonable and timely access to all books, records, and documents directly pertinent to
performance under the agreement. Therefore, to allow the TDC to perform a proper financial
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analysis of this revenue source, we recommend the TDC require Two Oceans to fully substantiate
all advertising revenue generated by the TDC’s website for the last five years. This would require
Two Oceans share with the TDC their income statements and revenue earning reported to the
Internal Revenue Service for this period of time.

Lack Of Management Oversight

The TDC’s website is a valuable asset to both the TDC and Monroe County. It is a critical
marketing tool to promote tourism in the Florida Keys. It also can be designed to allow the TDC
to obtain insight into potential visitors. As a result, management oversight is critical to the
website’s success. Cherry Bekaert found a lack of oversight and accountability by TDC
management which resulted in non-competitive bidding and bias in the RFP process and the TDC’s
contracts.

Vendor Management and Payments

During their review, Cherry Bekaert identified several deficiencies in Two Oceans’ master contract
highlighting potential financial losses for the TDC and an unstructured pre-approval process for
projects. The master contract lacked detail and guidelines to ensure that Two Oceans was
leveraging provided resources and avoiding duplicative expenses for special projects.
Furthermore, the TDC committed to paying for certain services without comparing charges and
services with the contract's obligated services, potentially resulting in overpayment or payment for
services included its management of the website.

Cherry Bekaert concluded that the TDC’s pre-approval process for special projects lacked
structure and transparency, indicating an absence of contract review and compliance prior to
payment being made to Two Oceans. Two Oceans failed to provide Cherry Bekaert requested
documentation within the allotted time. Further, the audit found that Two Oceans did not comply
with their contractual obligation to provide monthly analytics reports to the TDC. This has led to
a very opaque business relationship.

Procurement/Accounts Payable

As stated previously, Cherry Bekaert found that TDC’s RFP for website and digital services did
not meet the County’s requirements, revealing discrepancies in project cost allocations and
inconsistencies in procurement and payment processes. These discrepancies highlighted the
overall deficiency in TDC’s vendor management policies and procedures.
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TDC’s RFP for website and digital services did not meet bidding requirements as only two quotes
were received instead of the required three. TDC also failed to issue purchase orders as required
by the County’s purchasing policy. The auditor’s testing found Two Oceans:

e Submitted invoices for payment before providing services;
e Submitted incomplete documentation to support services rendered; and
e Failed to provide proof that Two Oceans paid their subcontractors.

The auditors found that the County’s purchasing policy does not clearly state who is responsible
for vendor management and how vendor management should be governed. The purchasing policy
does not specifically define who should perform such tasks as vendor risk management
assessments, background searches, verifications, or contract performance monitoring.
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Appendix |

Cherry Bekaert Advisory, LLC
Audit Report on
Monroe County TDC’s
Two Oceans Digital
Website and Digital Services Audit
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Appendix Il

Current Contract Between
Monroe County
And
Two Oceans Digital
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