SUSAN VITALE, CHAIR
ANDRIA P. McCLELLAN, VICE-CHAIR

November 9, 2021
Memorandum #2021-168
TO:

Southside Network Authority

BY:

Steven H. DeBerry, Executive Director

RE:

Southside Network Authority Meeting – November 12, 2021

A meeting of the Southside Network Authority (SNA) will be held on Friday,
November 12, 2021, beginning at 2:00 PM in Room A of the Regional Board Room,
The Regional Building, 723 Woodlake Drive, Chesapeake, VA. 23320. The agenda and
related material are attached.
SHD/ka
Attachments
SNA Voting Members:
Susan Vitale, CH
Andria McClellan, NO
Daniel Jones, PO
Albert Moor, SU
Rosemary Wilson, VB

SNA Alternate Members:
Scott Fairholm, CH
Catheryn Whitesell, NO
Angel Jones, PO
Regina Chandler, SU
Peter Wallace, VB

Copy:
Mike Lockaby, Guynn, Waddell, Carroll & Lockaby, P.C.
Southside Network Authority Jurisdictions’ Chief Administrative Officers
Southside Network Authority Jurisdictions’ Chief Information Officers
Southside Network Authority Jurisdictions’ Legal Representatives

EXECUTIVE DIRECTOR
STEVEN H. DeBERRY
THE REGIONAL BUILDING
723 WOODLAKE DR
CHESAPEAKE, VA 23320
Mobile: 757-617-1999
Office: 757-420-8300

SOUTHSIDE NETWORK AUTHORITY
BOARD MEETING
November 12, 2021
2:00 PM
The Regional Building
Board Room A
723 Woodlake Drive, Chesapeake
1.

Call to Order

2.

Approval/Modification of Agenda

3.

Public Comments
Members of the public are invited to address the Southside Network Authority
(SNA). Each comment is limited to three minutes.

4.

Submitted Public Comments
There were no submitted public comments since the last SNA meeting. Any new
written public comments received after the preparation of this agenda will be
distributed at the meeting.

5.

Meeting Minutes (Attachment 5)
Attached for the SNA’s consideration are the minutes from the September 10, 2021
SNA Meeting.
Action Requested: SNA Board approve minutes for the September 10, 2021,
Board Meeting.

6.

Presentation of Audit Results (Attachments 6A and 6B)
.
PBMares, LLP has completed its annual review of the FY 2021 financial statements
of the Southside Network Authority (SNA).
The independent Auditors’ Report states that the statements present fairly, in all
material respects, the basic financial statements of the SNA. There were no
material weaknesses or deficiencies identified in any of the internal controls or
processes of the financial activity, and all information was free of any material
misstatements.

Mr. Michael Garber, Partner at PBMares, will brief the SNA Board on this item. Mr.
Garber and Mr. DeBerry will be available to address any questions the Board may
have.
Staff recommends the SNA approve the FY 2021 Audited Financial Statements.
Action Requested: The SNA should take action to approve the FY 2021
Audited Financial Statements.
7.

Regional Connectivity Ring Project Update - Proposed Next Steps
The SNA has received .and reviewed responses to its construction invitation for
bids (SNA-IFB-2021-01) and its public-private partnership request for
qualifications and conceptual proposals (SNA-RFP-2021-02). The Authority is
now in a position to award the construction contract, move to the detailed phase
of public-private partnership negotiations, both, or neither.
Staff will provide a project update and recommendation to the SNA. Draft
resolutions are attached.
Action Requested: This update is for the Board’s information in making a
decision on the dual-path procurement strategy.

8.

Status update regarding Cost-Sharing
The Board directed the Executive Director to identify options for determining
upfront funding strategies/cost-sharing for the construction and maintenance of
the Regional Fiber Ring. SNA Board Member Ms. Catheryn Whitesell has been
working with the City Budget Directors (with SNA staff support) to identify
potential strategic cost-sharing options and will be providing a status update.
Action Requested: This update is for the Board’s information in making a
decision regarding members’ share of funding the fiber ring as well as
distribution of potential revenue.

9.

Closed Session – Discuss Procurement Strategy
To proceed to closed session, the SNA should consider the following motion:
Move to convene a closed session pursuant to subsection A.28 of § 2.2-3711 of the
Code of Virginia, 1950, as amended, for the purpose of discussion or
consideration of information subject to the exclusion in subdivision 11 of § 2.23705.6 by a responsible public entity; pursuant to subsection A.33 of § 2.2-3711
for the purpose of discussion of consideration by a local authority created in
accordance with the Virginia Wireless Service Authorities Act (§ 15.2-5431.1 et
seq.) of confidential proprietary information and trade secrets subject to the

exclusion in subdivision 19 of § 2.2-3705.6; pursuant to subsection A.29 of § 2.23711 for the purpose of discussion of the award of a public contracting involving
the expenditure of public funds, and discussion of the terms or scope of such
contract, where discussion in open session would adversely affect the bargaining
position or negotiating strategy of the public body; and pursuant to subsection
A.6 of § 2.2-3711 for the purpose of discussion or consideration of the investment
of public funds where competition or bargaining is involved, where, if made
public initially, the financial interest of the governmental unit would be
adversely affected.
This closed session will deal specifically with a confidential briefing regarding
resolution of the dual-path strategy and financial considerations involved in
construction and delivery of the Southside Regional Connectivity Ring.
After returning to open session, the SNA should consider the following motion:
Move to reconvene in open session and to certify by roll call vote, pursuant to
subsection D of § 2.2-3712 of the Code of Virginia, that (i) only public business
matters lawfully exempted from the open meeting requirements of the Freedom
of Information Act and (ii) only such public business matters as were identified
in the motion by which the closed session was convened were heard, discussed,
or considered in the closed session.
10.

Actions Out of Closed Session
Following the end of closed session, the Board may take actions to implement the
recommendations received under Agenda Items 7 and 8 in light of the confidential
information, analysis, discussion, and considerations from the closed session.

11.

Old/New Business

12.

Adjournment

Southside Network Authority
Summary Minutes
September 10, 2021
The September 10, 2021 meeting of the Southside Network Authority (SNA) was called to
order by Vice Chair Andria McClellan at 2:03 PM with the following in attendance:
Southside Network Authority Voting Members in Attendance:
Andria McClellan, Vice-Chair, NO
Regina Chandler, Alternate SU
Scott Fairholm, Alternate CH

Daniel Jones, PO
Rosemary Wilson, VB

Other Participants:
Debra Bryan, VB
Jay Stroman, CH
Edward Shahnazarian, VB
Mike Lockaby, Guynn, Waddell, Carroll
& Lockaby, PC (via phone)

Frazier Picard, NO
Catheryn Whitesell, NO (via phone)
Steven DeBerry, SNA Executive Director
Matthew DeHaven, CTC Technology &
Energy (via phone)

Vice Chair McClellan asked everyone to please introduce themselves. SNA Executive
Director, Mr. Steven DeBerry, welcomed everyone and reminded the members to speak into
their mics so the participants listening in by phone would be able to hear the conversation.
Vice Chair McClellan asked Mr. DeBerry to provide an update of the project progress since
the last meeting of the SNA. Mr. DeBerry directed the members to the brief in front of them.
He reminded everyone that the SNA decided to pursue a dual path strategy by looking at
both a traditional construction project as well as Public/Private Partnership (P3) effort. He
noted that Ms. Catheryn Whitesell would be providing a cost-sharing update later in the
meeting, and Mr. Mike Lockaby would update the SNA on a more detailed timeline for the
procurement process.
Approval of the Minutes
Vice Chair McClellan directed the SNA members’ attention to the minutes of the last meeting
that were before them and called for a motion to approve the Minutes of the June 11, 2021
meeting.
Mr. Daniel Jones Moved to approve the minutes of the June 11, 2021 SNA meeting; seconded
by Ms. Rosemary Wilson. The Motion Carried.
Approval of the Agenda
Vice-Chair McClellan called for a motion to approve the agenda for the meeting. Ms. Wilson
Moved to approve the agenda as presented; seconded by Mr. Jones. The Motion Carried.

Southside Network Authority Summary Minutes – September 10, 2021 – Page 1

Status Update on Near-term Action Items
SNA members voted previously to pursue a dual path strategy for funding, constructing,
operating, and maintaining the Regional Connectivity Ring that provides options to move the
project forward while gathering additional information regarding potential funding
strategies. Mr. Steven DeBerry, SNA Executive Director, noted the SNA was making excellent
progress on executing the Authority’s strategy. He noted nine responses were received in
relation to traditional construction pre-qualification RFP; eight were pre-qualified and one
company removed themselves because they were more interested in the P3 strategy. The
SNA was then in a position to release a Construction Invitation for Bid (IFB). Six of the eight
bidders that were qualified actually bid on the project.
Mr. DeBerry also noted that four proposals were received in response to the P3 effort. He
stated that he, Mr. Lockaby and Mr. DeHaven completed a detailed executive analysis and
were specifically looking at aligning results from the proposals with the priorities that the
SNA set as a board, reviewing such things as public safety, education and economic
development. Mr. DeBerry noted that the P3 review team is in the process of reviewing the
proposals received and have set an initial date of September 17, 2021 to complete the review.
Once input is received from the P3 review team, a public meeting will be called, and the team
will decide if interviews need to be conducted.
Mr. DeBerry displayed a chart illustrating the costs associated with the six bids. He reminded
the SNA members that $24 million was estimated as the cost of the fiber. Mr. DeBerry noted
that they will have to have further review into the assumptions of those companies that bid
to ensure the SNA understands how they determined their costs.
Vice Chair McClellan asked for clarification on the information Mr. DeBerry just presented.
She noted that one proposer did not bid on the maintenance component and stated that the
Authority would have some ongoing maintenance costs. Are the amounts shown annual
costs for maintenance? Mr. DeBerry stated the proposers had the option of bidding on the
construction only or on maintenance only. Mr. DeBerry asked Mr. DeHaven for confirmation
as to whether the figures presented were annual costs. Mr. DeHaven noted that the figures
presented were for three years of maintenance; one-third of that figure would represent the
annual cost.
Ms. Wilson noted that there seems to be a wide gap between bids. Mr. DeBerry noted that
CTC, as the SNA’s consultant, will be looking more closely at that. CTC will have their
engineering team look at the bid prices versus what the SNA asked them to do to ensure they
are accurate, and the proposer priced what we asked them to price. Mr. DeBerry reminded
the Authority that this is a bid, not a negotiation; but to Ms. Wilson’s point, in addition to
looking at pricing we are also going to look at the technical specifications. For example, the
SNA is not sharing conduit; they are not economies of scale – this is going to be a fully owned
and operated fiber ring of the SNA. It might make sense for some to leverage fiber, but that
is not what was requested.
An additional component the Authority asked Mr. DeBerry and the consultant to examine is
an RFQ for operations and marketing. Mr. Lockaby and Mr. DeHaven have done preliminary
work, but as review of the bids and the proposals began, there is some alignment with what
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was received from the industry with what the Authority wants to know in terms of
maintenance and marketing. Mr. DeBerry stated that he thinks the SNA may want to build on
that and later make the decision whether a specific RFP needs to be issued or can elements
be pulled from the proposals already received to meet the needs of
the of the authority.
Mr. DeBerry introduced Catheryn Whitesell, Norfolk Deputy City Manager, to provide an
update of the work of the cost-sharing review team.
Ms. Whitesell reported that the original the five cities budget directors are meeting regularly
although they have had to get up to speed on the project itself. Mr. DeBerry and Mr. Lockaby
were helpful when they briefed them about the project and its potential. All see the project
as a regional business opportunity for the five cities. They are all looking at their specific
contribution to construction as an investment, and they are asking questions about the
return on that investment going forward.
The five City Managers have met, and all are going to recommend to their councils that this
project be funded within the next few months because if the SNA wants to do construction,
there is a limited time on the bids. Ms. Whitesell reported that the City Managers are
committed to providing funding for their proportionate share. The budget managers
understood the importance of this project and are working toward including the project
information in all briefings to their councils going forward. Ms. Whitesell noted that they are
relying on Mr. DeHaven and Mr. Rotty to provide them with scenarios that clearly identify
the assumptions they can bring forward a recommendation to the SNA board on a costsharing model.
Vice Chair McClellan thanked Ms. Whitesell for her overview and noted that Ms. Whitesell
mentioned a cost-sharing agreement; she asked if there would also be a revenue-sharing
agreement. Ms. Whitesell said that is what they are working on now and trying to obtain
more information so they can help craft a recommendation to the SNA for a cost- and
revenue-sharing agreement.
Mr. Jones asked for clarification on when the City Managers met. Ms. Whitesell said it was
three to four weeks ago. They met at the Slover Library, and it is her understanding that all
the City Managers were there. Mr. Jones noted he would need to follow-up with his City
Manager. Vice Chair McClellan said that she has a tentative meeting with Mayor Glover and
will go over this information as well.
Mr. DeBerry introduced Mr. Mike Lockaby to talk about the construction procurement
process and the nuances of the P3 IFB. Mr. Lockaby explained that he would briefly go over
the continuing portion of the P3 procurement process as well as the invitation for bids
process.
Mr. Lockaby noted that the IFB procurement process is very straightforward as an extremely
well-drawn path was put forth in detail in the bid package. He reported that the RFQ process
prequalified seven of the eight firms (actually prequalified 8 of 9 - one withdrew; 6 of the 8
submitted bids), which means that it was determined these firm had the actual ability to
carry out the project. Mr. Lockaby then reviewed the remaining steps in the process:
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•
•
•
•

•
•

Advertisement of a bid package; bid package had unit price specifications as well
as detailed bidding instructions.
The package also included the form of the construction contract and provided that
the bid tabulations given for the construction phase must be valid for 90 days
(firm 90-day prices).
SNA received those prices on August 31st; SNA has 90 days to decide to award the
or to cancel the contract and reject all bids.
If decision is to move forward, the Authority would award the contract to the
lowest responsive responsible bidder. It has already been determined that six of
the bids are responsible; currently determining whether they are fully responsive
to the bid request.
After agreement to contractual terms, SNA will issue a notice of intent to award.
Finalize the contract and all other necessary items within 10 days and the notice
to proceed is issued.
Construction contractor has 15 days to produce a Gannt chart with critical project
milestones. Construction should be completed within approximately 548 days,
depending on allowable excusable delays.

Mr. Lockaby then outlined the P3 process and noted the Authority is currently in the
conceptual phase during which each of the localities has 60 days to provide the Authority
with their comments on how the project will fit into their comprehensive plans, economic
development plans, and capital improvement plans (CIPs). The Authority has a selection
team that will be looking closely at the P3 proposals to determine if it is the best value for
the authority. The SNA will have 90 days to determine if it goes to the next stage with the P3
partner where the Authority has an actual design and business plan for the next 20 years.
Mr. Lockaby explained that another option is to proceed with the IFB path to construct the
ring and then the Authority would build partnerships itself (i.e., find a contractor who can
operate, maintain and market). A third option would be a hybrid of the two approaches.
Vice-Chair McClellan thanked Mr. Lockaby for his comments and asked him to confirm that
for the IFB, the SNA has 90 days from August 31st to approve or reject the bids, and for the
P3, each locality has 60 days to respond to how it fits into their individual comprehensive
plans, economic development plans, etc. Mr. Lockaby replied affirmatively and added that
the pricing is firm for that time period, and he noted that the Authority could potentially
make a decision during the November meeting. Mr. Lockaby noted that he sent a letter to
the City Managers asking for their comments within 30 days. If comments are received
within the 30-day period, the Authority may be able to make its decision.
Mr. DeBerry asked Mr. Lockaby if the P3 bids had been forwarded to the City Managers with
copies to their legal teams. Mr. Lockaby confirmed and also noted that the P3 proposals with
the confidential information redacted, are available for review on the HRPDC website.
Mr. DeBerry outlined the next steps in the coming months for the Authority. He noted that
staff continues to pursue the dual track strategy as directed by the SNA as well as examine a
number of potential grants and strategic partnerships. He mentioned the American Rescue
Plan (ARP) and how the State will distribute those funds through VATI. Staff has briefed the
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State three times, and Mr. DeBerry believes the State fully understands the Authority’s
project but needs to determine how the SNA’s project fits within the State’s policy.
Ms. Wilson stated that the VATI funds are substantial – approximately $700 million – and
these are funds that the SNA should aggressively pursue. She noted that ARP monies could
be utilized for other programs, but the VATI money would be a once-in-a-lifetime
opportunity. Ms. Wilson asked Ms. Debra Bryan to speak to this.
Ms. Bryan noted that there is approximately $700 million in the program that cannot
currently be used based on the program’s current policy. The VATI program is for unserved
and underserved areas. The Department of Housing and Community Development
administers the program, and their hands are tied as to how they can currently assist the
SNA through its current policy guidelines. Ms. Bryan stated that every year during the VATI
program, there is an opportunity for localities to weigh in on what the following year’s
guidelines should be. There are some aspects that cannot be changed and would require the
General Assembly action. Ms. Wilson reported that Virginia Beach is making this issue a part
of their legislative package for the next General Assembly session. Vice Chair McClellan also
mentioned the HRPDC is including it as part of its legislative priorities. Ms. Bryan noted that
she is working with all the legislative liaisons in Hampton Roads to make it part of a regional
agenda so they are all speaking with the same voice on the legislative ask.
Vice Chair McClellan voiced her frustration with the VATI process. Although it is wellintentioned process that connects the most remote, rural areas. However, the number of
residents who are without internet service in the region is not because the fiber does not
exist, it is an affordability issue. She asked if there is data from the municipalities to support
this. Mr. DeBerry stated that Mr. DeHaven would be helping the SNA with this. He further
noted that many of the internet service providers (ISPs) that serve the area will report that
there is fiber in a particular area and therefore the residents are covered. However, that
does not mean it is affordable. Vice Chair McClellan said the Norfolk City Manager has
reported that 25% of the homes in Norfolk do not have access to high-speed internet because
of affordability.
Mr. DeBerry noted that the VATI grant that the City of Suffolk and the Counties of
Southampton and Isle of Wight are working on have a good handle on the number of homes
in those areas and have developed a good methodology. Perhaps they can be asked to share
that methodology.
Ms. Chandler mentioned this is her third year working on the VATI grant, and this year the
City of Suffolk is partnering with Southampton and Isle of Wight. Based on the analysis this
year, this will be a $37 million project. VATI will commit to 80% of the project, but as
previously mentioned, VATI like to see those percentages higher. They want the three
localities to be in at least 50%; this makes the application more attractive. Ms. Chandler
noted the three localities added in-kind services and stated that applicants can get creative
to make the applications more appealing.
Vice Chair McClellan mentioned that she would be participating in a webinar with Civic
Leadership Institute and Lead RVA. She will provide them an update on the SNA work to
date.
Southside Network Authority Summary Minutes – September 10, 2021 – Page 5

Old/New Business
There was no old or new business to come before the SNA. Vice Chair McClellan announced
the next meeting is scheduled for October 8, 2021.
Adjournment
With no further business to come before the Southside Network Authority, the meeting
adjourned at 3:05 PM.
Respectfully submitted,
Robert A. Crum, Jr.
HRPDC Executive Director
Recording Secretary

Southside Network Authority Summary Minutes – September 10, 2021 – Page 6

SOUTHSIDE NETWORK AUTHORITY
FINANCIAL AND COMPLIANCE REPORTS
13-MONTH PERIOD ENDED JUNE 30, 2021

ASSURANCE, TAX & ADVISORY SERVICES

SOUTHSIDE NETWORK AUTHORITY
TABLE OF CONTENTS
FINANCIAL SECTION
Independent Auditor’s Report

1-2

Management’s Discussion and Analysis

3-6

Basic Financial Statements
Statement of Net Position

7

Statement of Revenues, Expenses, and Change in Net Position

8

Statement of Cash Flows

9
10 - 12

Notes to the Financial Statements

COMPLIANCE SECTION
Independent Auditor’s 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

13 - 14

FINANCIAL SECTION

INDEPENDENT AUDITOR'S REPORT
To the Honorable Board of Directors
Southside Network Authority
Report on the Financial Statements
We have audited the accompanying financial statements of the Southside Network Authority (Authority) as of
and for the 13 months ended June 30, 2021, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion 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; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the Specifications for Audits of Authorities, Boards and
Commissions, issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Those standards
and specifications require we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Authority’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.
We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Authority, as of and for the 13 months ended June 30, 2021, and the respective changes in
financial position and cash flows for the period then ended in accordance with accounting principles generally
accepted in the United States of America.
Other Matters
Accounting principles generally accepted in the United States of America require the Management’s
Discussion and Analysis on pages 3-6 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 28, 2021
on our consideration of the Authority’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 solely 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 effectiveness of
the Authority’s internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Authority’s internal
control over financial reporting and compliance.

Harrisonburg, Virginia
October 28, 2021
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Southside Network Authority

Management’s Discussion and Analysis
The following Management’s Discussion and Analysis (MD&A) of the Southside Network Authority
(Authority) activities and financial performance provides the reader with an introduction and
overview to the financial statements of the Authority for the thirteen-month period ended June 30,
2021. The information contained in this MD&A should be considered in conjunction with the
financial statements included in this audit.
The Southside Network Authority (SNA) is a political subdivision of the Commonwealth of Virginia
formed by five cities in south Hampton Roads: Chesapeake, Norfolk, Portsmouth, Suffolk, and
Virginia Beach. Collectively, the five cities have over 1.1 million citizens and cover approximately
1,400 square miles. The five cities are part of the larger, 17-locality Hampton Roads region, the
population of which approaches 2 million.
The port of Virginia, located in Hampton Roads is the largest seaport on the east coast of the United
States. In recent years, Hampton Roads has also become a large digital port with the construction of
a number of undersea fiberoptic cables beginning in Virginia Beach and connecting to locations in
South America and Europe. The transatlantic cables provide unprecedented internet speeds to the
region and provide an enormous internet hub opportunity. The region is the only digital port between
New York and Miami and is able to handle more data than the older infrastructure serving those
regions. This capacity will facilitate smart community development and accelerate equitable
economic growth. Additionally, the combination of undersea cables and the regional connectivity
ring being developed by the Authority will facilitate the growth of data centers within the region. For
example, once completed, the Globalinx Carrier Hotel in Corporate Landing will provide high
capacity, reliable connectivity options to carriers, data center, and colocation facility operators.
In 2018 and 2019, the five Authority-member cities, working with the Hampton Roads Planning
District Commission (HRPDC), formed a regional broadband working group to consider the best
methods of moving forward with a regional solution to the Cities’ broadband issues. These issues
included a need for more and more affordable internal connectivity for governmental operations,
equity and affordability concerns in general as compared to similar metropolitan areas, a perceived
lack of responsiveness by incumbent providers to the needs of the business community and economic
development prospects, a relative lack of broadband infrastructure by comparison to comparable
metropolitan areas, and concerns about the security and scalability of existing, privately-owned,
regional networks.
Initially, the working group retained Broadband Telecom–CAS Severn, a broadband consultant, to
assist in a needs analysis, feasibility analysis, and initial scoping. A report entitled Hampton Roads
Regional Connectivity Ring Master Plan, dated December 31, 2018 (the “30% Design Plan”),
describes background information, important considerations, and a 30% conceptual design for a 104mile regional fiber ring. That year, the working group also retained a law firm to assist in assessing
options and forming a regional governance and collective decision-making mechanism. After careful
analysis of several options and the limitations presented by state and federal law, the Cities decided
on a public service authority under the Virginia Wireless Service Authorities Act as the appropriate
vehicle for regional decision-making on behalf of the Cities.
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The Southside Network Authority was created effective November 15, 2019. In 2020, it hired its first
Executive Director, Steven DeBerry, to spearhead administration of the regional fiber ring project. In
summer 2020, it released a request for proposals for a design professional to provide engineering
expertise as the plan for the fiber ring project matured. The engineering firm has provided a 60%
design, feasibility analysis, and a predicted price for the regional connectivity ring (the “60%
Design”) as well as several business case analysis strategies for funding, designing, constructing,
operating, and managing the regional connectivity ring. This design slightly extended the length of
the ring to approximately 120 miles, to provide connections to regional anchor institutions. The firm
has been retained for potential scopes of work that include either being the A/E on traditional delivery
of the project or providing as design oversight and project management expertise on a public-private
partnership. The firm is anticipated to be the project manager and ongoing design professional for the
Authority on this project.
Ultimately, the Authority envisions its work encompassing the entire 17-locality HRPDC region.
After the initial fiber ring, future build-out to the Hampton Roads Peninsula localities and the inland
Southside localities will follow. While yet undetermined, some of these localities may wish to join
the Authority as members, while others may work collaboratively with it to achieve mutual goals
without taking on full membership commitments.
FINANCIAL HIGHLIGHTS
The five cities that formed the Authority contributed $200,000 per city to provide for the first year
operating costs.
The net position of the Authority at June 30, 2021 was $376,597.
OVERVIEW OF THE FINANCIAL STATEMENTS
The report consists of three basic financial statements, which include comparative Statement of Net
Position, Statement of Revenues, Expenses, and Changes in Net Position, and the Statement of Cash
Flows.
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The Statement of Net Position presents information on the Authority’s current assets, current
liabilities and net position.
Statement of Net Position
June 30, 2021
Assets:
Current assets
Total assets

$

397,095
397,095

Liabilities:
Current liabilities
Total liabilities

20,498
20,498

Unrestricted

376,597

Net position:
Total net position

$

376,597

The Statement of Revenues, Expenses, and Change in Net Position contains all of the year’s revenues
and expenses and shows how the Authority’s net position changed during the fiscal year.
Summary Statement of Revenues, Expenses, and
Changes in Net Position
Period Ended June 30, 2021
REVENUES
Local Contributions

$ 1,000,000
1,000,000

Total operating revenues
EXPENSES
Wages and benefits

145,776

Contracted services

473,618

Administrative expenses

2,481

Insurance

1,528

Total operating expenses

623,403

Operating income

376,597

Change in net position

$

376,597
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REQUEST FOR INFORMATION
This financial report is designed to provide a general overview of the Authority’s finances and to
demonstrate the Authority’s accountability for the money it receives. If you have any questions
about this report or need additional financial information, contact Steven DeBerry, Executive
Director, Southside Network Authority, 723 Woodlake Drive, Chesapeake, Virginia 23320, or by
e-mail to stevenhdeberry@gmail.com.
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BASIC FINANCIAL STATEMENTS

SOUTHSIDE NETWORK AUTHORITY
STATEMENT OF NET POSITION
June 30, 2021
ASSETS
Current Assets:
Cash and cash equivalents
Prepaid expenses

$

395,825
1,270

Total current assets

397,095

Total assets

397,095
LIABILITIES

Current Liabilities:
Accounts payable

20,498

Total current liabilities

20,498

Total liabilities

20,498
NET POSITION

Net Position:
Unrestricted

376,597

Total net position
Total liabilities and net position

See Notes to Financial Statements.

376,597
$

397,095
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SOUTHSIDE NETWORK AUTHORITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION
Thirteen Month Period Ended June 30, 2021
Public Support and Revenues:
Income from localities

$

1,000,000
1,000,000

Total public support and revenues
Expenses:
Wages and benefits
Contracted services
Administrative expenses
Insurance

145,776
473,618
2,481
1,528

Total expenses

623,403

Change in net position

376,597

Net Position, beginning of period

-

Net Position, end of period

See Notes to Financial Statements.

$

376,597
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SOUTHSIDE NETWORK AUTHORITY
STATEMENT OF CASH FLOWS
Thirteen Month Period Ended June 30, 2021

Operating Activities:
Receipts of public support and revenues
Payments to suppliers
Payments to employees

$

1,000,000
(458,399)
(145,776)

Net cash provided by operating activities

395,825

Increase in cash and cash equivalents

395,825

Cash and Cash Equivalents, beginning of period
Cash and Cash Equivalents, end of period
Reconciliation of Operating Income to Net Cash Provided By
Operating Activities:
Change in net position
Adjustments to reconcile operating income to net cash provided by
operating activities:
Changes in operating assets and liabilities:
Prepaid expenses
Accounts payable
Net cash provided by operating activities

See Notes to Financial Statements.

$

395,825

$

376,597

(1,270)
20,498
$

395,825
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SOUTHSIDE NETWORK AUTHORITY
NOTES TO FINANCIAL STATEMENTS
Note 1.

Organization and Purpose

The Southside Network Authority (the Authority) was created as an authority pursuant to the Virginia
Wireless Service Authorities Act, Chapter 54.1, Title 15.2 of the Code of Virginia 1950, as amended. The
governing bodies of the Cities of Chesapeake, Norfolk, Portsmouth. Suffolk, and Virginia Beach established
the Authority for the purposes of providing broadband services and related services to individuals and
organizations within the boundaries of the aforementioned participating jurisdictions. The powers of the
Authority shall be exercised by a board of directors composed of five voting members and five alternate
members, with one voting member and one alternate appointed by the governing bodies of each of the
member localities.
Note 2.

Summary of Significant Accounting Policies

Basis of accounting
The Authority’s financial statements have been prepared in accordance with accounting principles generally
accepted in the United States (“GAAP”) as specified by the Governmental Accounting Standards Board
(GASB).
The Authority operates as an enterprise fund and its accounts are maintained on the accrual basis of
accounting. Under this method, revenues are recognized when earned, and expenses are recorded as liabilities
as incurred, without regard to receipt or payment of cash. The Authority accrues revenues for services
rendered but not yet billed at the end of the fiscal year.
Cash and cash equivalents
Cash and cash equivalents include cash on hand, amounts in demand deposits, as well as all highly liquid debt
instruments purchased with a maturity of three months or less from the date acquired.
Estimates and assumptions
The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during
the reporting period. Actual results could differ from those estimates.
Subsequent events
In preparing these financial statements, the Authority has evaluated events and transactions for potential
recognition or disclosure through October 28, 2021, the date the financial statements were available to be
issued.
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SOUTHSIDE NETWORK AUTHORITY
NOTES TO FINANCIAL STATEMENTS
Note 3.

Deposits

Deposits
Deposits with banks are covered by the Federal Deposit Insurance Corporation (FDIC) and collateralized in
accordance with the Virginia Security for Public Deposits Act (SPDA), Section 2.2-4400 et seq. of the Code
of Virginia. Under the Act, banks and savings institutions holding public deposits in excess of the amount
insured by the FDIC must pledge collateral to the Commonwealth of Virginia Treasury Board. Financial
institutions may choose between two collateralization methodologies and, depending upon that choice, will
pledge collateral that ranges in the amounts from 50% to 130% of excess deposits. Accordingly, all deposits
are considered fully collateralized.
Custodial Credit Risk (Deposits)
There is the risk that in the event of a bank failure, the Authority’s deposits may not be returned to the
Authority. The Authority requires all deposits to comply with the Act. At June 30, 2021, none of the
Authority’s deposits was exposed to custodial credit risk.
Note 4.

Concentrations of Funding

For the period ended June 30, 2021, the Authority received all of its revenue in the current period from
participant contributions and expects additional contributions will be necessary until a customer base
sufficient to cover projected operating and capital costs is established.
Note 5.

Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by insurance
purchased from Virginia Risk Sharing Association Insurance Programs, a group insurance pool in the
Commonwealth of Virginia.
Note 6.

Income from Localities

Revenues consist of billings to the five Southside cities to provide for the first year operating costs. Revenues
for the fiscal year ended June 30, 2021 were as follows:

Chesapeake
Norfolk
Portsmouth
Suffolk
Virginia Beach
Total

$

200,000
200,000
200,000
200,000
200,000

$

1,000,000
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SOUTHSIDE NETWORK AUTHORITY
NOTES TO FINANCIAL STATEMENTS
Note 7.

Pending GASB Statements

At June 30, 2021, the Governmental Accounting Standards Board (GASB) had issued statements not yet
implemented by the Authority. The statements which might impact the Authority are as follows:
Statement No. 87, Leases, will increase the usefulness of the Authority’s financial statements by requiring
reporting of certain lease assets and liabilities and deferred inflows of resources for leases that previously
were classified as operating leases. Statement No. 87 will be effective for fiscal years beginning after June 15,
2021.
GASB Statement No. 92, Omnibus 2020, will improve the consistency of authoritative literature by
addressing practice issues that have been identified during implementation and application of certain GASB
Statements. This Statement addresses a variety of topics, including intra-entity transfers, the effective date of
No. 87, Leases, the applicability of Statements No. 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions
of GASB Statements 67 and 68, as amended, and No. 74, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans, as amended, to reporting assets accumulated for postemployment benefits,
the applicability of certain requirements of Statement No. 84, Fiduciary Activities, to postemployment benefit
arrangements, measurement of liabilities (and assets, if any) related to asset retirement obligations (AROs) in
a government acquisition, reporting by public entity risk pools for amounts that are recoverable from
reinsurers or excess insurers, reference to nonrecurring fair value measurements of assets or liabilities in
authoritative literature, terminology used to refer to derivative instruments. Statement No. 92 will be effective
for fiscal years beginning after June 15, 2021.
GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment
Arrangements, will improve financial reporting by addressing issues related to public-private and publicpublic partnership arrangements. Statement No. 94 will be effective for fiscal years beginning after June 15,
2022.
GASB Statement No. 96, Subscription-Based Information Technology Arrangements, will provide guidance
on the accounting and financial reporting for subscription-based information technology arrangements
(SBITAs) for government end users (governments). Statement No. 96 will be effective for fiscal years
beginning after June 15, 2022.
The Authority has not yet determined the effect these statements will have on its financial statements.

12

COMPLIANCE SECTION

INDEPENDENT AUDITOR’S 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
To the Honorable Board of Directors
Southside Network Authority
We have audited, in accordance with the 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 the Specifications for Audits of Authorities, Boards and
Commissions, issued by the Auditor of Public Accounts of the Commonwealth of Virginia, the financial
statements of the Southside Network Authority (Authority) as of and for the period ended June 30, 2021, and
the related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements, and have issued our report thereon dated October 28, 2021.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) as a basis for designing the audit procedures that are
appropriate in the circumstances 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 Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control.
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 a material misstatement of the Authority’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control we consider to be material weaknesses. However, material weaknesses may exist that have
not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and
contracts, noncompliance with which could have a direct and material effect on the financial statements.
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.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Authority’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Harrisonburg, Virginia
October 28, 2021
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SOUTHSIDE NETWORK AUTHORITY
REPORT TO THE HONORABLE
BOARD OF DIRECTORS
OCTOBER 28, 2021

ASSURANCE, TAX & ADVISORY SERVICES

October 28, 2021
To the Honorable Board of Directors
Southside Network Authority
Chesapeake, Virginia
We are pleased to present this report related to our audit of the basic financial statements and compliance
of Southside Network Authority (the Authority) as of and for the 13-month period ended June 30, 2021.
This report summarizes certain matters required by professional standards to be communicated to you in
your oversight responsibility for the Authority’s financial and compliance reporting process
This report is intended solely for the information and use of the Authority Board Members and management,
and is not intended to be, and should not be, used by anyone other than these specified parties. It will be
our pleasure to respond to any questions you have about this report. We appreciate the opportunity to
continue to be of service to the Authority.

PBMares, LLP
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REQUIRED COMMUNICATIONS
Generally accepted auditing standards (AU-C 260, The Auditor’s Communication With Those Charged
With Governance) require the auditor to promote effective two-way communication between the auditor
and those charged with governance. Consistent with this requirement, the following summarizes our
responsibilities regarding the financial statement audit and compliance reporting process, as well as
observations arising from our audit that are significant and relevant to your responsibility to oversee the
financial and related compliance reporting process.

Our Responsibilities With Regard to the Financial Statement Audit
Our responsibilities under auditing standards generally accepted in the United States of America,
Government Auditing Standards issued by the Comptroller General of the United States and Specifications
for Audits of Authorities, Boards and Commissions provided by the Auditor of Public Accounts of the
Commonwealth of Virginia have been described to you in our arrangement letter dated June 3, 2021. Our
audit of the financial statements does not relieve management or those charged with governance of their
responsibilities, which are also described in that letter.

Overview of the Planned Scope and Timing of the Financial Statement Audit
We have issued a separate communication dated June 3, 2021 regarding the planned scope and timing of
our audit and have discussed with you our identification of significant risks.

Accounting Policies and Practices
Preferability of Accounting Policies and Practices
Under generally accepted accounting principles, in certain circumstances, management may select among
alternative accounting practices. In our view, in such circumstances, management has selected the
preferable accounting practice.
Adoption of, or Change in, Accounting Policies
Management has the ultimate responsibility for the appropriateness of the accounting policies used by the
Authority. The Authority did not adopt any significant new accounting policies, nor have there been any
changes in existing significant accounting policies during the current period.
At June 30, 2021, the Governmental Accounting Standards Board (GASB) had issued several statements
not yet implemented by the Authority. The statement which might impact the Authority for future fiscal
years beginning after June 15, 2021 is included in the attached Exhibit A.
Significant or Unusual Transactions
We did not identify any significant or unusual transactions or significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or consensus.
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Audit Adjustments and Uncorrected Misstatements
There were no audit adjustments made to the original trial balance presented to us to begin our audit.
We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial.

Observations About the Audit Process
Disagreements With Management
We encountered no disagreements with management over the application of significant accounting
principles, the basis for management’s judgments on any significant matters, the scope of the audit or
significant disclosures to be included in the financial statements.
Consultations With Other Accountants
We are not aware of any consultations management had with other accountants about accounting or auditing
matters.
Significant Issues Discussed With Management
No significant issues arising from the audit were discussed or the subject of correspondence with
management.
Significant Difficulties Encountered in Performing the Audit
We did not encounter any significant difficulties in dealing with management during the audit.

Significant Written Communications Between Management and Our Firm
Copies of material written communications between our firm and the management of the Authority,
including the representation letter provided to us by management, are attached as Exhibit B.
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EXHIBIT A
New Governmental Accounting Standards Board Pronouncement

RECENT ACCOUNTING PRONOUNCEMENTS
The following accounting pronouncement has been issued as of October 28, 2021 but is not yet effective
and may affect future financial reporting by the Authority.
Pronouncement

Summary

Statement No. 87, Leases

The objective of this Statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting for
leases by governments. This Statement increases the usefulness of
governments’ financial statements by requiring recognition of certain lease
assets and liabilities for leases that previously were classified as operating
leases and recognized as inflows of resources or outflows of resources based
on the payment provisions of the contract. It establishes a single model for
lease accounting based on the foundational principle that leases are financings
of the right to use an underlying asset. Under this Statement, a lessee is
required to recognize a lease liability and an intangible right-to-use lease asset,
and a lessor is required to recognize a lease receivable and a deferred inflow
of resources, thereby enhancing the relevance and consistency of information
about governments’ leasing activities. A lease is defined as a contract that
conveys control of the right to use another entity’s nonfinancial asset as
specified in the contract for a period of time in an exchange or exchange-like
transaction. Examples of nonfinancial assets include buildings, land, vehicles,
and equipment. Any contract that meets this definition should be accounted
for under the leases guidance, unless specifically excluded in this Statement.
The requirements of Statement No. 87 are effective for financial statements for
fiscal years beginning after June 15, 2021.
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