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Days Cash on Hand
• Key Indicator of cash flow viability of the utility (typical range is 90-150)
• The cash trend has declined over the prior three years, large settlement in FY2024.



Rate of Return
• To ensure current rate payers are paying their fair share of the infrastructure they use, 

and not being subsidized by future rate payers (typical rate is 4-6%)
• The utility has had had operating losses for the past 3 of 4 years, current revenues are 

not meeting operating expenses



Debt Coverage Ratio
• Measurement of debt affordability, measures cash flow from operations in each year to 

make debt service payment
• Can range between 1.0 and 1.25 depending on type of bond
• Utility met coverage in 1 of 4 years, did not meet ratio in 2024 after Non Operating 

Adjustments



Debt to Equity
• Indicator of the debt practices of the utility, it measures NBV with outstanding debt
• Can range from no debt, to close to full debt
• Debt to equity is acceptable at 23%



Age of System
• Key indicator of capital reinvestment practices of utility, compares historical investment in 

assets to accumulated deprivation, understanding that improvements can only be made 
with budgetary consideration

• If a utility invests at least at the rate of depreciation the NBV will be 50% or more, if not it 
will be <50% and can be an indicator of an aging system



Capital Reinvestment
• As a general proxy, the utility should reinvest at the rate of depreciation for an average 

depreciated system, if the system is highly depreciated, the capital improvement plan 
may need to be more aggressive, if newer, can be deferred

• Utilities can artificially keep rates low, and build cash by not reinvesting
• The utility has recently reinvested at the rate of depreciation



Transfers to the County
• This is a common operating expense for municipal utilities
• Typical range is 4.8% according to APPA’s national survey



Sales Mix
• The sales mix of a utility can help assess risk to revenues should customers leave the 

system
• The utility has an important partnership with LANL



Five Largest Customers



Rate Observations
• The utility doesn’t seem to have consistent rate adjustments, resulting in 

operating losses
• Residential Customer Charge

• The monthly customer charge recovers the relative fixed cost of the system such as : 
meter reading, customer service, and a portion of the distribution system

• Important to ensure that these charges can help stabilize revenues during periods of 
declining sales

• National average charges range from $15.00 and $25.00 per month
• The City’s fixed residential charge is $12.60.  In general, for all classes, the rates are 

typical structure but low
• Changes should be done incrementally, to mitigate impact



Rate Observations
• PCA

• The utility and the Los Alamos National Laboratory are partners in an Electric Coordination Agreement 
(ECA) that has been in effect since the mid 1980’s.  The ECA acts as a PCA for the utility’s electric 
distribution customers as the cost of power is determined by the month combined and allocated costs of 
the ECA. 

• EV
• The utility recently modified the Rules to include an EV rate for county owned EV chargers available to the 

public.

• Solar
• Solar Rates and Policy are included in Los Alamos County Department of Public Utilities Rule E-5.   Rule 

E-5 states “the credit to the Customer for energy supplied to the Utility will be based on the wholesale 
cost. The wholesale cost is the Utility's Electric Coordination Agreement (ECA) total capacity and energy 
costs, for a twelve-month rolling average, calculated from the Los Alamos County Resource Pool 
invoices.”

• No Policy
• Connection/impact fees



Financial Indicator 2023 Factor 2024 Factor Comments
Days Cash on Hand 7 290 Was declining; large settlement increased the cash balance
Rate of Return -6.23% -5.28% Losses in three of the past four years
Debt Coverage Ratio 0.27 0.52
Debt to Equity 27% 23% Acceptable
Remaining NBV 32.2% 33.5% Low; check capital plan; and large loss on disposal in 2023
Capital Reinvestment $       3,055,828 $        2,206,395
Capital Contributions n/a n/a Very small amount in 2021
Transfer to the County 2.0% 2.3% Consistent, below industry average
Administrative Charges The utility has an allocation study
Loans (to) from n/a n/a No loans (to) from
Sales Mix Partnership with LANL, remainders is fairly evenly distributed
System Loss Factor 0.0% 0.0% Production provides distribution
Rate Change assessment n/a n/a Low customer charges, declining cash and losses
Customer Charges Low Low
PCA ECA EC Partnership with LANL acts as PCA
EV Recently added EV rate to Rules for county owned EV chargers available to the public
Solar Included in Rule E-5
Connection/Impact Fees None Known Not listed in financial statements

Large loss on disposal of capital asset in 2023; principal payments were not levelized

Acceptable in 2023 and 2024; low in 2021 and 2022 consistent with age of system

Summary



QUESTIONS
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