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INDEPENDENT AUDITOR'S REPORT 
 
 
To the Honorable Board of Directors  
Southside Network Authority 
 
Report on the Audit of the Financial Statements  
  
Opinion 
 
We have audited the financial statements of the business-type activities of the Southside Network Authority 
(Authority), as of and for the year ended June 30, 2026, and the related notes to the financial statements, 
which collectively comprise the Authority's basic financial statements as listed in the table of contents. 
 
In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the business-type activities of the Authority, as of June 30, 
2026, and the respective changes in financial position, and, where applicable, cash flows thereof for the 
year then ended in accordance with accounting principles generally accepted in the United States of 
America.  
  
Basis for Opinion 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS); 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. Our 
responsibilities under those standards and specifications are further described in the Auditor's 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Authority and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion. 
  
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 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. 
  
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Authority's ability to continue as 
a going concern for 12 months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 
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Auditor's Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not 
a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will 
always detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered 
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements. 
  
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
  

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

• Obtain an understanding of internal control relevant to the audit 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, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Authority’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters 
that we identified during the audit. 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis on pages 4 to 6 be presented to supplement the basic financial statements. Such 
information is the responsibility of management and, 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. 
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Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated September 18, 
2026 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 
September 18, 2026 

kamccormick
PBMares
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SOUTHSIDE NETWORK AUTHORITY       
 
STATEMENT OF NET POSITION 
June 30, 2026 

See Notes to Financial Statements.   7 

Current Assets
Cash and cash equivalents 3,110,486$         
Prepaid items 36,601               
Restricted cash and cash equivalents 3,176,603          

Total current assets 6,323,690          

Capital Assets, net 21,861,236         

Total capital assets, net 21,861,236         

Total assets 28,184,926         

Current Liabilities
Accounts payable 360,665             
Accrued payroll 7,501                 
Compensated absences 7,733                 

Total current liabilities 375,899             

Total liabilities 375,899             

Net Position
Net investment in capital assets 21,831,169         
Restricted for broadband construction 3,176,603          
Unrestricted 2,801,255          

Total net position 27,809,027$       

LIABILITIES 

NET POSITION

ASSETS

 
 



SOUTHSIDE NETWORK AUTHORITY       
 
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION 
Year Ended June 30, 2026 

See Notes to Financial Statements.   8 

Operating Expenses
Wages and benefits 510,947$            
Contracted services 358,650              
Travel and training 22,230                
Administrative expenses 5,494                  
Insurance 375                    

Total operating expenses 897,696              

Operating loss (897,696)             

Noncapital Subsidies
Subsidies income from localities 698,200              

Total noncapital subsidies 698,200              

Operating loss and noncapital subsidies (199,496)             

Other Nonoperating Revenues
Interest income 381,709              

Total other nonoperating revenue 381,709              

Increase in net position 182,213              

Net Position, beginning of year 27,626,814         

Net Position, end of year 27,809,027$         



SOUTHSIDE NETWORK AUTHORITY       
 
STATEMENT OF CASH FLOWS 
Year Ended June 30, 2026 

See Notes to Financial Statements.   9 

Cash Flows from Operating Activities
Payments to suppliers (95,073)$              
Payments to employees (511,824)              

Net cash used in operating activities (606,897)              

Cash Flows from Capital and Related Financing Activities
Acquisition of capital assets (5,984,580)           

Net cash used in capital and related financing activities (5,984,580)           

Cash Flows from Noncapital Financing Activities
Operating subsidies income from localities 698,200               

Net cash provided by noncapital financing activities 698,200               

Cash Flows from Investing Activities
Receipts from interest 381,709               

Net cash provided by investing activities 381,709               

Decrease in cash and cash equivalents (5,511,568)           

Cash and Cash Equivalents, beginning of year 11,798,657          

Cash and Cash Equivalents, end of year 6,287,089$          

Reconciliation of Operating Loss to Net Cash Used in 
 Operating Activities:

Operating loss (897,696)$            
Adjustments to reconcile operating loss to net cash used in
 operating activities:

Depreciation and amortization 2,915                   
Changes in operating assets and liabilities:

Prepaid items (7,327)                 
Accounts payable 296,087               
Compensated absences and accrued payroll (876)                    

Net cash uesd in operating activities (606,897)$            

Supplemental Schedule of Non-cash Capital and Related
 Financing Activity:

Capital asset additions purchased on account 30,067$               



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
 

   10 

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 all highly liquid investments with maturities of three months or less. 
 
Investments 

Investments are stated at fair value based on quoted market prices.  
 
Prepaid items 

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in the financial statements using the consumption method. 
 
Capital assets 

Capital assets include property and equipment with an individual cost more than $5,000 and an estimated 
useful life in excess of 1 year.  For constructed assets, all costs necessary to bring assets to the condition 
and location necessary for the intended use are capitalized. Repairs and maintenance are charged to 
operations as incurred. Additions and betterments are capitalized. The costs when items are retired or 
otherwise disposed of and accumulated depreciation are removed from the accounts and any resulting gain 
or loss on such disposition is reflected in other nonoperating revenues or expenses. 



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 2. Summary of Significant Accounting Policies (Continued) 
 
Capital assets (continued) 

Depreciation of all property and equipment is charged as an expense against operations using the straight-
line method over the following estimated useful lives. 
 

Building and improvements 40 years 
Furniture and equipment 5 years 
Automobiles 5 years 
Infrastructure 20-50 years 
Software 5 years 

 
When certain assets are impaired in the opinion of management, any estimated decline in value is accounted 
for as an expense. There were no impaired assets at year end. 

Compensated absences 

The Authority’s policy permits employees to earn, accumulate, and receive payout of earned but unused 
vacation benefits in accordance with the personnel policy manual. The policy allows for each employee to 
earn leave each pay period based on years of service that they are employed, each employee may carryover 
no more than 40 hours of unused leave into the next fiscal year, any unused leave over this amount will be 
forfeited.  
 
Net Position 
Net position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. Net position is reported as restricted when there are limitations imposed on 
their use either through the enabling legislation adopted by the Authority or through external restrictions 
imposed by creditors, grantors or law and regulations of other governments.  
 
The Authority first applies restricted resources when an expense is incurred for purposes for which both 
restricted and unrestricted net position are available.  
 
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 September 18, 2026, the date the financial statements were available to 
be issued. 
 



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
 

   12 

Note 3. Cash and Cash Equivalents 
 
At June 30, 2026, cash and cash equivalents consisted of the following, at cost, which approximates fair 
value: 
 
Cash in banks 39,854$           
Local Government Investment Pool (LGIP) 6,118,468         
Certificates of deposit 128,767           

Total 6,287,089$       

 
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 (Act), 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, 2026, none of the 
Authority’s deposits were exposed to custodial credit risk. 
 
Investments 

Statutes authorize local governments and other public bodies to invest in obligations of the United States 
or its agencies thereof, obligations of the Commonwealth of Virginia or political subdivisions thereof, 
obligations of the International Bank for Reconstruction and Development (World Bank), the Asian 
Development Bank, the African Development Bank, “prime quality” commercial paper and certain 
corporate notes, bankers’ acceptances, repurchase agreements and the State Treasurer’s Local Government 
Investment Pool. 
 
Credit Risk 

As required by state statutes, the Policy requires that commercial paper have a short-term debt rating of no 
less than “A-1” (or its equivalent) from at least two of the following; Moody’s Investors Service, Standard 
& Poor’s and Fitch Investor’s Service.  Corporate notes, negotiable Certificates of Deposit and bank deposit 
notes maturing in less than one year must have a short-term debt rating of at least “A-1” by Standard & 
Poor’s and “P-1” by Moody’s Investors Service.  Notes having a maturity of greater than one year must be 
rated “AA” by Standard & Poor’s or “Aa” by Moody’s Investors Service. 



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 3. Cash and Cash Equivalents (Continued) 
 
Interest Rate Risk 

As of June 30, 2026, the Authority had the following investments: 
 

Investment 
Maturities
(in years)

Fair Value
Less Than

1 Year

Local Government Investment Pool 6,118,468$       6,118,468$        
 
The Authority is exposed to minimal interest rate risk since all investments are short-term at June 30, 2026. 
 
External Investment Pool 

At June 30, 2026, the Authority had investments of $6,118,468 in the LGIP.  The LGIP is a professionally 
managed money market fund, which invests in qualifying obligations and securities as permitted by 
Virginia statutes.  Pursuant to Section 2.2-4605 of the Code of Virginia, the Treasury Board of the 
Commonwealth sponsors the LGIP and has delegated certain functions to the State Treasurer.  The LGIP 
reports to the Treasury Board at the regularly scheduled monthly meetings. The fair value of the position 
of the LGIP is the same as the value of the pool shares, i.e., the LGIP maintains a stable net asset value of 
$1 per share.  The LGIP has been assigned an “AAAm” rating by Standard & Poor’s. LGIP is managed in 
accordance with GASB Statement No. 79.  The portfolio securities are valued by the amortized cost method, 
and, on a weekly basis, this valuation is compared to current market to monitor any variance and the 
maturity is less than one year.  Investments are limited to short-term, high quality credits that can be readily 
converted into cash with limited price variation. 
 
 
Note 4. Fair Value Measurement 
 
The Authority categorizes its fair value measurements within the fair value hierarchy established by 
accounting principles generally accepted in the United States of America.  The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset.  The three levels of the fair value hierarchy are 
described below. 
 
Level 1 Valuation based on quoted prices in active markets for identical assets or liabilities. 
 
Level 2 Valuation based on quoted prices for similar assets or liabilities, quoted prices in markets that are 

not active, or other inputs that are observable or can be corroborated by observable data for 
substantially the full term of the assets and liabilities. 

 
Level 3 Valuations based on unobservable inputs to the valuation methodology that are significant to the 

measurement of the fair value of assets or liabilities. 
 



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 5. Capital Assets  
 
A summary of capital assets is as follows for the year ended June 30, 2026: 
 

Balance Transfers/ Balance
June 30, 2025 Additions Deletions June 30, 2026

Capital assets not being depreciated or
 amortized:

Construction in Progress 15,854,550$  5,998,914$    -$                 21,853,464$ 
Total capital assets not being
 depreciated or amortized 15,854,550    5,998,914      -                   21,853,464   

Depreciable or amortizable capital assets:
Software 14,574          -                   -                   14,574         
Less accumulated depreciation and
 amortization for Software 3,887            2,915            -                   6,802           

Total capital assets being
 depreciated or amortized, net 10,687          (2,915)           -                   7,772           

Capital assets, net 15,865,237$  5,995,999$    -$                 21,861,236$ 

 
 
Note 6. Concentrations of Funding 
 
For the year ended June 30, 2026, the Authority received almost all of its other nonoperating revenue from 
participant contributions and expects additional contributions will be necessary until a customer base 
sufficient to cover projected operating and capital costs are established. 
 
 
Note 7. 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.   
 



SOUTHSIDE NETWORK AUTHORITY 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 8. Subsidies from Localities 
 
Billings to the five Southside cities provide for the operating costs and fiber ring construction and oversight 
costs of the Authority.  Subsidies for the fiscal year ended June 30, 2026 were as follows: 
 
City of Chesapeake 139,640$          
City of Norfolk 139,640           
City of Portsmouth 139,640           
City of Suffolk 139,640           
City of Virginia Beach 139,640           

Total 698,200$          

 
 

Note 9. Pending GASB Statements 
 
At June 30, 2026, the GASB had issued statements not yet implemented by the Authority.  The statements 
which might impact the Authority are as follows: 
 
GASB Statement No. 105, Subsequent Events, provides guidance to improve financial reporting for 
subsequent events by enhancing consistency in their application and better meeting the information needs 
of financial statement users. This Statement also clarifies the subsequent events evaluation period and 
related disclosure requirement. Statement 105 will be effective for the Authority beginning with its year 
ending June 30, 2027. 
 
Management has not yet determined the effect this Statement will have on its financial statements. 
 
 
Note 10. Reclassification 
 
During fiscal year 2026, the Authority implemented GASB Statement No, 103, Financial Reporting Model 
Improvements. GASB 103 improves certain aspects of the governmental financial reporting model. The 
implementation of this statement resulted in changes to financial statement presentation and disclosures and 
had no effect on beginning net position. 
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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 business-type activities of Southside Network Authority (Authority) as of and for the year 
ended June 30, 2026, and the related notes to the financial statements, which collectively comprise the 
Authority’s basic financial statements, and have issued our report thereon dated September 18, 2026. 
 
Report on 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 opinion 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 or 
significant deficiencies may exist that were not identified. 
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Report on 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, 
contracts and grant agreements, 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 
September 18, 2026 

kamccormick
PBMares




