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Management of the County of Los Alamos offers this discussion and analysis about the County government’s financial position and financial 
activities for the fiscal year that ended June 30, 2010.  This analysis is intended to serve as an introduction to the County’s basic financial 
statements and to provide an analytical overview of the County’s operations.  Please read it along with the County’s Basic Financial Statements 
starting on page 26, the Notes to the Financial Statements starting on page 63, and the Letter of Transmittal on page i.  Additional data about the 
County is provided in the Statistical Section, beginning on page 159.  

 
FINANCIAL HIGHLIGHTS  
 

 The County’s total net assets, the amount of assets after subtracting related liabilities, were $521.8 million at fiscal year ended June 30, 
2010.  This is an increase of $19.4 million in net assets, or 3.9%, as compared to the prior fiscal year end.  The largest factors contributing 
to the increase in net assets were the relatively large change in investment earnings of $8.6 million (there was a loss of $1.1 million in FY 
2009 compared to positive earnings of $7.5 million in FY 2010), and the $7.9 million reduction in long-term liabilities associated with 
regular debt service payments.  Of the total net assets, $137.9 million (26.4% of total) is unrestricted.  This compares to $130.4 million for 
the prior year-end.   

 

 Business-type activities increased the County’s net assets by $10.0 million to $211.6 million for the fiscal year ended June 30, 2010.  This 
compares to a $26.2 million increase during the previous fiscal year.  Total revenue from business-type activities was $92.1 million for 
fiscal year 2010, approximately $7.3 million lower than the previous year.  The most significant reason for the decrease was the donation 
of the Airport, valued at $14.4 million, to the County from DOE that occurred in the prior fiscal year.  Offsetting this decrease were 
increases in operating and capital grants. 

 

 For the fiscal year ended June 30, 2010, the County’s Governmental Funds reported combined ending fund balance of approximately 
$132.6 million.  Overall, this was $22.9 million less than the prior year ended.  This change is almost entirely the result of unspent bond 
proceeds from the new GRT Improvement Revenue bonds that were issued during FY 2009 being spent in FY 2010 on capital projects. 

 

 General Fund Expenditures increased by approximately $2.2 million over the prior year.  This single largest reason for the increase is a 
requirement in the new cooperative agreement for enhanced fire services with DOE that requires the County to share those costs.  This 
new expenditure was $2.4 million in fiscal year 2009, for nine months of activity and $3.3 million in FY 2010, an increase of $0.9 million.  
Other increase occurred in public safety and general government categories.  
 

 General Fund resources available for spending on budgeted needs were $3.7 million less than the final revised budget of $68.0 million.  
The two largest variances in revenues were associated with GRT revenue and investment earnings.  GRT revenue was $5.2 million less 
than anticipated due to the timing of spending at LANL.  This was offset by investment earnings exceeding projections by $2.1 million due 
to better than expected market recovery associated with longer-term investments.   
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USING THE COMPREHENSIVE ANNUAL FINANCIAL REPORT 
 
This Comprehensive Annual Financial Report (CAFR) is presented in four sections: 
 

1) Introductory section, that includes the Transmittal Letter and general information; 
2) Financial section that includes: 

a. Independent Auditors’ Report, 
b. Management’s Discussion and Analysis (this part), 
c. The Basic Financial Statements, that include the Government-wide and the Fund financial statements, along with the Notes to 

these financial statements, 
d. Other financial statements and required supplementary information; 

3) Statistical Section; and 
4) Other Information 

 
Non-financial factors that help shape the County’s finances are presented in both the Statistical Section and in the section entitled Other 
Information.  Examples of non-financial factors are characteristics of the County population and assessed property values.  Please consider non-
financial factors when analyzing the County’s overall financial condition. 

  
The Basic Financial Statements 

 
The County’s basic financial statements are comprised of three components 1) Government-wide financial statements; 2) Fund financial 
statements and 3) Notes to the financial statements.  This set of financial statements provides both long-term and short-term views of the County’s 
financial activities and financial position.  See Table 1 for a comparison of the major features of these statements.  Required Supplementary 
Information is included in addition to the basic financial statements. 
 
Government-wide Financial Statements are designed to provide readers with a broad overview of County finances, in a manner similar to that 
used by private-sector businesses.  These statements are reported using the economic resources measurement focus and the accrual basis of 
accounting and include:  
 

The Statement of Net Assets presents information about the financial position of the County as a whole, including all its capital assets and 
long-term liabilities on a full accrual basis of accounting with the difference between the two reported as net assets.  Over time, increases 
or decreases in net assets may serve as a useful indicator of whether the financial position of the County is improving or deteriorating.  
There are three categories of net assets reported:  

a) Capital assets, net of related debt represent land, buildings, machinery, equipment and infrastructure, such as pavement, 
bridges, parks and streetlights, less the amount of unpaid debt related to make or buy them.  

b) Restricted net assets are restricted either by contract or by law.  
c) Unrestricted net assets are available to run the daily operations of the government and pay its current expenses. 
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The Statement of Activities presents information showing how net assets changed during the most recent fiscal year.  All changes in net 
assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the related cash flows. 
Thus, revenues and expenses are reported in this statement for some items that will result in cash flows in future fiscal periods (e.g., 
uncollected taxes and earned but unused vacation leave). 
 

Both of these Government-wide financial statements distinguish functions of the County that are principally supported by taxes and 
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a portion of their costs through user 
fees and charges (business-type activities).    
 
Governmental Activities - All of the County’s basic services are considered to be governmental functions, including County Council, Municipal 
Court, County Administrator, County Attorney, County Clerk, County Assessor, Administrative Services, Community Development, Community 
Services, Police, Public Works, and Cemetery.  These services are supported by general County revenues such as taxes, and by specific program 
revenues such as fees.    
 
Business-type Activities - All of the County’s enterprise activities are reported here, including Joint Utility System (Electric, Gas, Water, and 
Wastewater), Environmental Services, Golf Course, Transit, Fire, and Airport.  Unlike governmental services, these services are generally 
supported by charges paid by users based on the amount of service they use.   
 
Government-wide Financial Statements are prepared on the accrual basis of accounting that means they include all economic resources of the 
County as a whole.  The Government-wide financial statement can be found on pages 26-28 of this report. 
 
Fund Financial Statements are groupings of related accounts that are used to maintain control over resources that have been segregated for 
specific activities or objectives.  The County, like other state and local governments, uses fund accounting to ensure and demonstrate finance-
related legal compliance.  All of the funds of the County can be divided into three categories:  governmental funds, proprietary funds and fiduciary 
funds. 

Governmental funds are used to account for essentially the same functions reported as governmental activities in the Government-wide financial 
statements.  However, unlike the Government-wide statements, governmental funds financial statements focus on near-term inflows and outflows 
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.  Such information may be useful in 
evaluating the County’s near-term financing requirements. 

 
Because the focus of governmental funds is narrower than that of the Government-wide financial statements, it is useful to compare the 
information presented for governmental funds with similar information presented for governmental activities in the Government-wide financial 
statements.  By doing so, readers may better understand the long-term impact of the government’s near-term financing decisions.  Both the 
governmental funds balance sheet and the governmental funds statement of revenues, expenditures and changes in fund balance provide a 
reconciliation to facilitate this comparison between governmental fund and governmental activities.  The governmental funds financial statements 
can be found on pages 30-52 of this report. 
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Proprietary funds include two fund types.  Enterprise funds are used to report the same functions presented as business-type activities in the 
Government-wide financial statements.  The County uses enterprise funds to account for the Joint Utility System comprised of the Electric, Gas, 
Water, and Wastewater funds.  Other enterprise funds are the Environmental Services, Golf Course, Transit, Fire, and Airport funds.  Internal 
service funds are an accounting device used to accumulate and allocate costs internally among the County’s various functions.  The County uses 
internal service funds to account for the maintenance and replacement of the County’s central equipment pool and for the County’s insurance for 
health, workers compensation, unemployment, retiree health care, and property and general liability.  The proprietary funds financial statements 
can be found on pages 54-59 of this report. 
 
Fiduciary funds are used to account for resources held for the benefit of parties outside the County.  Fiduciary funds are not reflected in the 
Government-wide financial statements because the resources of those funds are not available to support the County’s own programs.  This 
includes the Los Alamos County Employees Pension Fund and the Agency Fund that is used to account for property taxes and other fees and 
assessments that are collected by the County for, and distributed to, other governmental entities.  The accounting used for fiduciary funds is much 
like that used for enterprise funds, except for the agency fund.  The fiduciary funds financial statements can be found on pages 61-62 of this 
report. 
 
Notes to Financial Statements are provided on pages 63-106 and contain additional information that is essential to a full understanding of the 
data provided in the government-wide and fund financial statements. 
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County-wide 

Financial Statements Governmental Funds Proprietary Funds Fiduciary Funds

Scope Entire County Activities of the County that Activities of the County that Instances in which the County

government (except are not proprietary or fiduciary are operated similar to private is the trustee or agent for

fiduciary funds) sector businesses someone else's resources

Required financial Statement of net assets Balance sheet Statement of net assets Statement of net fiduciary 

statements Statement of activities Statement of revenues, Statement of revenues,    net assets

    expenditures, and    expenses, and changes Statement of changes in 

    changes in fund balances    in net assets    fiduciary net assets

Statement of cash flows

Accounting basis Accrual accounting and Modified accrual Accrual accounting Accrual accounting and

and measurement economic resources focus accounting and current and economic economic resources focus

focus financial resources focus resources focus

Type of All assets and liabilities, both Only assets expected to be All assets and liabilities, both All assets and liabilities, both

asset/liability financial and capital, and short used up and liabilities that financial and capital, and short-term and long-term

information term and long-term come due during the year or short-term and long-term

soon thereafter; no capital

assets included

Type of All revenues and expenses Revenues for which cash is All revenues and expenses All revenues and expenses

inflow/outflow during the year, regardless of    received during or soon after during the year, regardless of during the year, regardless of

information when cash is received or paid   the end of the year when cash is received or paid when cash is received or paid

Expenditures when goods or 

   services have been received 

   and payment is due during

   the year or soon thereafter

Fund Financial  Statements

Table 1:  Major Features of the Basic Financial Statements
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GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 
Net Assets 
The County’s net assets, the amount of assets after subtracting related liabilities, were $521.8 million at fiscal year ended June 30, 2010.  This is 
an increase of $19.4 million in net assets, or 3.9%, as compared to the prior fiscal year end.  Analyzing changes in the relative mix of capital 
assets, restricted and unrestricted net assets provides additional indicators of financial position.  Please see Table 2 below for a high level 
summary of net assets for fiscal year 2010 compared to fiscal year 2009. 
 

 
 
The largest portion of the County’s net assets is invested in capital assets (e.g. land, buildings, infrastructure, machinery and equipment), net of 
any related debts.  As of June 30, 2010 this amount was $336.8 million (64.5% of total net assets).  This compares to $325.6 million (64.8% of 
total) invested in capital assets net of related debts for the previous year-end for a net increase of $11.2 million or 3.4%.  The primary reasons for 
this increase are significant investments into replacement of governmental facilities and infrastructure (e.g. shops and warehouses at the Pajarito 
Cliffs Site Project, the Justice Center Complex, and Diamond Drive road replacement), and ongoing replacement and upgrade of business capital 
assets (e.g. additions to Joint Utility plant in service).  Capital assets are not available for future spending because the County uses them to 
provide its services.  Although the County’s capital assets are reported net of related debt, the resources needed to repay debt must come from 
other sources, since the capital assets themselves cannot be used to settle these debts. 

FY 2010 FY 2009 FY 2010 FY 2009 FY 2010 FY 2009

Assets:

Current and other assets $ 140.5 168.3 69.3 74.1 209.8 242.4

Capital assets 248.3 220.3 225.1 214.7 473.4 435.0

Total assets 388.8 388.6 294.4 288.8 683.2 677.4

Liabilities:

Current and other liabilities 5.0 11.2 4.6 4.1 9.6 15.3

Long-term liabilities 73.6 76.6 78.2 83.1 151.8 159.7

Total liabilities 78.6 87.8 82.8 87.2 161.4 175.0

Net assets:

Invested in capital assets, net of related debt 178.3 183.0 158.5 142.6 336.8 325.6

Restricted net assets 28.4 28.0 18.7 18.4 47.1 46.4

Unrestricted net assets 103.5 89.8 34.4 40.6 137.9 130.4

Total net assets $ 310.2 300.8 211.6 201.6 521.8 502.4

Governmental Activities Business-type Activities Totals

Table 2

Los Alamos County's Net Assets

As of June 30, 2010

(in millions of $)
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Restricted net assets are $47.1 million (9.0% of total) for fiscal year end 2010, a $0.7 million increase as compared to the prior year.  This is a 
1.5% change and includes no significant changes.     
 
The remaining balance of net assets is $137.9 million (26.4% of total) and is known as the unrestricted net assets because this amount may be 
used to meet the government’s ongoing obligations to citizens and creditors.  This compares to $130.4 million for the prior year-end.  This $7.5 
million increase is primarily the result of higher levels of investment earnings. 
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Changes in Net Assets 
Table 3 shows changes in net assets as a result of revenues and expenses generated by governmental and business-type activities. 
 

 
 

FY 2010 FY 2009 FY 2010 FY 2009 FY 2010 FY 2009

Revenues:

Program revenues:

Charges for services $ 2.5 1.9 64.7 68.0 67.3 70.0

Operating grants and contributions 1.9 3.3 16.5 11.2 18.4 14.5

Capital grants and contributions 2.6 0.6 7.2 15.5 9.8 16.1

Total program revenues 7.0 5.8 88.4 94.7 95.5 100.6

General revenues:

Gross Receipts taxes 28.9 32.9 2.8 3.2 31.7 36.1

Property taxes 6.6 6.2 0.0 0.0 6.6 6.2

Franchise taxes 0.5 0.5 0.0 0.0 0.5 0.5

Grants and contributions not restricted to specific programs 0.8 0.9 0.0 0.0 0.8 0.9

State shared revenue 19.3 22.2 0.0 0.0 19.3 22.2

Unrestricted interest and investment earnings (loss) 6.6 (2.6) 0.9 1.5 7.5 (1.1)

Total general revenues 62.7 60.1 3.7 4.7 66.4 64.8

Total Revenues 69.7 65.9 92.1 99.4 161.9 165.4

Program expenses:

General government 19.0 15.4 0.0 0.0 19.0 15.4

Public Safety 11.3 9.6 0.0 0.0 11.3 9.6

Cerro Grande Fire Recovery 0.0 0.1 0.0 0.0 0.0 0.1

Physical and economic environment 1.5 2.0 0.0 0.0 1.5 2.0

Transportation 10.1 11.2 0.0 0.0 10.1 11.2

Health and welfare 2.1 1.9 0.0 0.0 2.1 1.9

Culture and recreation 8.9 8.7 0.0 0.0 8.9 8.7

Interest on long-term debt 3.7 2.7 0.0 0.0 3.7 2.7

Governmental Activities Business-type Activities            Total

Table 3

Los Alamos County's Changes in Net Assets

For Fiscal Year Ended June 30, 2010

(in millions of $)
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Governmental Activities 
Governmental activities increased the County’s net assets by $9.4 million for fiscal year 2010 as compared to the prior year.  This section 
compares results of governmental activities for fiscal year 2010 to fiscal year 2009 as summarized in Table 3. 
 
Total revenues were $69.7 million in fiscal year 2010, approximately $3.8 million more than the previous year.  Key variances include: 

 A decrease of $4 million in GRT revenue and a decrease of $1.2 million of state shared GRT revenues (reported as intergovernmental 
revenues).  These variances are a result of changes in the timing of spending at LANL; and, 

 An increase of $9.2 million in unrestricted interest and investment earnings, which was a result of better than expected recovery of 
value lost in the previous fiscal year.   

 
Total expenses for governmental activities were $56.6 million in fiscal year 2010 or $5.0 million more than the previous year end primarily due to 
increased spending in the following programs: 

 $3.6 million increase in General Government expenses which is primarily the result of a significant increase in demolition work;  

 $1.7 million increase in Public Safety expenses associated with a) the County share of costs required by the new cooperative 
agreement with DOE regarding fire protection (FY 2009 was the first year and only included 9 months of shared cost), and b) higher 
cost in the police department resulting from being more fully staffed than in the prior year; 

 $1.0 million increase in interest payments on long-term debt related to the new GRT revenue bond issue which was only outstanding a 
partial year in FY 2009. 

 
Figure 1 compares program revenues to expenses for governmental activities at the fiscal year ended 2010. This analysis demonstrates how 
dependent the County is on its ability to collect gross receipts, property and franchise taxes to fund basic services. At fiscal year end, 
governmental activities’ program expenses were far greater than related program revenues, resulting in the use of $49.6 million in general 

Electric 0.0 0.0 41.2 34.4 41.2 34.4

Gas 0.0 0.0 6.9 6.4 6.9 6.4

Water 0.0 0.0 5.9 5.4 5.9 5.4

Wastewater 0.0 0.0 3.1 3.6 3.1 3.6

Environmental Services 0.0 0.0 4.4 3.2 4.4 3.2

Golf 0.0 0.0 1.1 1.2 1.1 1.2

Transit (Atomic City Transit) 0.0 0.0 3.2 2.1 3.2 2.1

Fire 0.0 0.0 19.1 18.4 19.1 18.4

Airport 0.0 0.0 0.9 0.8 0.9 0.8

Total expenses 56.6 51.6 85.8 75.5 142.4 127.1

Change in net assets before transfers 13.1 14.3 6.3 23.9 19.4 38.2

Transfers (3.7) (2.3) 3.7 2.3 0.0 0.0

Total Change in net assets 9.4 12.0 10.0 26.2 19.4 38.2

Beginning net assets 300.8 288.8 201.6 175.4 502.4 464.2

Ending net assets $ 310.2 300.8 211.6 201.6 521.8 502.4
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revenues from governmental activities. The proportion of governmental program expenses covered by program revenues was approximately 
12.4% at the end of fiscal year 2010, which is similar to the 11.2% ratio for the prior fiscal year.   
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Figure 2 shows the mix of revenue by source for Governmental Activities. This chart demonstrates the relative importance of different types of 
taxes to the mix of general revenue as well as the significance of operating and capital grants and contributions in 2010.  It should be noted that 
the Stated Shared tax revenue not restricted to specific programs is almost entirely State Shared GRT revenues, so combined with locally 
imposed GRT tax increments, total GRT revenues make up approximately 69% of Governmental Activities revenues. 
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Business-type Activities 
Business-type activities increased the County’s net assets by $10.0 for the fiscal year ended June 30, 2010.  This compares to a $26.2 million 
increase during the previous fiscal year.  This section compares results of Business-type Activities for fiscal year 2010 to fiscal year 2009 as 
summarized in Table 3. 
 
Total revenues and contributions were $92.1 million in fiscal year 2010, approximately $7.3 million lower than the previous year.  This includes a 
decrease of $3.0 million of operating and capital grants and contributions and a decrease of $3.3 million in charges for services.  The decrease in 
charges for services and increase in operating grants is mostly attributable to the change in the Fire Fund from a contract to a financial award 
(cooperative agreement).  The decreased contribution is a result of DOE transferring the Airport to the County in FY 2009. 
 
Total expenses were $85.8 million in fiscal year 2010, approximately $10.3 million more than the previous year.  The largest components of this 
change were an increase in Electric utility expense associated with the prior year change in the electric generating station salvage expense, an 
increase in environmental services due to higher operating costs for the new transfer station, and an increase in transit resulting from an 
expansion of services.   
 
Figure 3 compares program revenues to expenses for business-type activities for fiscal year 2010.  This chart demonstrates by type of activity to 
what degree revenues covered expenses for each program.  Overall, total business-type program revenues exceeded total program expenditures 
by an approximately $2.5 million surplus in fiscal year 2010 as compared to a $19.2 million surplus in fiscal year 2009.  Notably, Airport revenues 
exceeded expenses by $13.8 million associated with the contribution of the Airport to the County from the DOE in fiscal year 2009.  All utilities 
program revenues exceeded expenditures by approximately $4.3 million in FY 2010 while all other proprietary program revenues were below  
expenditures by approximately $1.7 million in FY 2010.  
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Figure 4 demonstrates that approximately 70.2% of business-type activities daily operations were financed by charges for services in fiscal year 
2010. This is similar to fiscal year 2009 when approximately 68.4% of revenue was generated by charges for services. In fiscal year 2009, 
operating and capital grants combined amounted to $26.6 million. This compares to $23.7 million in FY 2010.   
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S MAJOR FUNDS 
 
Analysis of Total Governmental Funds - County Governmental Funds account for current year revenue, expenditures, and balances of 
resources available for spending.  For the fiscal year ended June 30, 2010, the County’s Governmental Funds reported combined ending fund 
balance of approximately $132.7 million.  Overall, this was $22.9 million less than the prior year.  Almost all of this change is associated with 
unspent bond proceeds being spent in FY 2010 on capital projects.  Fund balances are comprised of three major categories: 

 $46.4 million was reserved; an amount not available for current spending because it has already been committed or its use is legally 
restricted. This amount is $61.1 million less than the prior year ended primarily due to $33.6 million of unspent bond proceeds being used 
in FY 2010 and encumbrances decrease by $29.1 million which is a result of a much lower level of larger ongoing capital projects at the 
end of FY 2010.; 

 $73.4 million was designated, indicating intended uses of these balances. This is $38.8 million more than the prior year primarily due to a 
decrease in reserved CIP Fund balance resulting from the use of resources for capital projects.    

 $12.9 million was unreserved and undesignated, available for current uses, a $0.4 million decrease over the prior year.  This balance is 
based upon the County Council financial policy of targeting an unreserved and undesignated fund balance of 20% of General Fund 
revenues.  As those revenues have decreased, so has this balance. 

 
General Fund - The General Fund is the main governmental operating fund of the County and its total fund balance for the fiscal year ended June 
30, 2010 was approximately $39.1 million as compared to $41.7 million at the prior year end.  Of this total, the unreserved portion (designated and 
undesignated) was approximately $31.7 million, as compared to $34.4 million at the prior year end.  The primary reasons for the overall fund 
balance decrease were lower than anticipated GRT revenues offset by higher than expected investment earnings and lower than anticipated 
expenditures.  See page 22 for a more detailed explanation of General Fund Budgetary Highlights.  Two measures of the General Fund’s liquidity 
are: (1) the percent of total fund balance as a percent of expenditures and (2) the unreserved fund balance as a percent of expenditures. The total 
fund balance was 91.5% of expenditures and the unreserved component was 74.17% of expenditures.  Significant account balances and 
transactions in the General Fund included: 
 

 $26.6 million transferred out to other funds from the General Fund, notably $18 million of this was transferred to the CIP Fund (for capital 
projects), $6.3 million to the Gross Receipts Tax Revenue Bond Debt Service Fund (for debt service), and $1.5 million to the Transit Fund 
(to support operations); 

 $14.5 million designated for revenue stabilization represents surpluses that have accumulated in recent years associated with higher than 
anticipated GRT revenue levels.  As part of the FY 2010 Budget, the County Council approved a new financial policy that sets a minimum 
target level for this balance of 5% of General Fund actual revenues.  In fiscal year 2010, that amount would have been $3.2 million.  

 $7.9 million due from other governments, due primarily from the State of New Mexico for their portion of gross receipts taxes that is shared 
locally with the County and the GRT that the State collects on behalf of the County for locally imposed GRT increments.  The decrease in 
this balance is a result of lower GRT revenue levels; 

 $4.2 million reserved for cash requirements.  The State requires that one-twelfth of General Fund revised-budgeted expenditures be 
maintained as a cash reserve; 

 $1.9 million reserved for encumbrances, representing commitments of the County under existing contracts, and unavailable for future use;  
 
 
 



 20                                                 

 The County’s financial policies set a target level for the unreserved and undesignated portion of the General Fund of 20% of budgeted 
General Fund revenue.  This target was achieved and was approximately $12.9 million at June 30, 2010; 

 General Fund Expenditures increased by approximately $2.2 million over the prior year.  The largest portion of the increase was an 
additional $0.9 million for the County share of Fire Department costs.  In FY 2009, there were only nine months of this costs compared to 
a full year and inflation in FY 2010.  Police expenditures also increased as a result of being more fully staffed than in the previous year; 
and 

 General Fund Revenues decreased by $2.2 million from the prior year.  The two largest variances in revenues were associated with GRT 
revenue and investment earnings.  GRT revenue was $5.8 million less than FY 2009 due to the timing of spending at LANL.  This was 
offset by investment earnings exceeding the prior year by $3.3 million due to better than expected market recovery associated with longer-
term investments.   

 
Economic Development - The Economic Development Fund (Special Revenue Fund) accounts for receipt, management, investment, and 
expenditure of the buyout payment received from the Department of Energy under the Atomic Energy Communities Act.  The designation of $8.3 
million of fund balance recognizes that this is a one-time resource for the County to use to help develop the local economy so that it is less 
dependent upon the Los Alamos National Laboratory (LANL). The total fund balance at the end of FY 2010 was $13.6 million, compared to the 
fund balance of $13.3 million at the prior fiscal year end. There were no significant transactions in this fund in FY 2010.   
 
Gross Receipts Tax Revenue Bond Debt Service Fund - In October 2008 the County issued $75 million in GRT Revenue Improvement Bonds 
for the purpose of funding the County’s Capital Improvement Program.  The bonds were rated “A1” by Moody’s and “AA+” by Standard and Poor’s.  
This fund was established for the purpose of paying principal and interest payments as part of debt service on this bond issue. The fund balance 
at the year-end was $6.4 million.  Transfers in equaled $6.3 million, and debt service expenditures equaled $6.9 million.  $6.4 million of the fund 
balance has been designated for debt service, by the County Council, as an additional reserve above the amount required in the bond agreement. 
 
Capital Improvement Projects Fund - The Capital Improvement Projects Fund accounts for the financing and construction of structures and 
improvements approved by the County Council.  The total fund balance was approximately $48.5 million, which represented the unspent portion of 
previously approved and funded capital projects, including approximately $3.2 million in unspent bond proceeds classified as restricted assets.  
The largest remaining project is the Municipal Building replacement project.  
 
Capital Projects Permanent Fund – The Capital Projects Permanent Fund accounts for amounts received as a settlement of prior years’ gross 
receipts taxes, and that was set aside by the County Council and the County Charter for capital projects.  These amounts are invested, and the 
real value of the fund principal is required by County Charter to be maintained at an annual level that keeps pace with the implicit price deflator for 
the gross domestic product.  At the beginning of the fiscal year, the fund balance was approximately $20.0 million. The minimum principal 
requirement of approximately $20.8 million, as of June 30, 2010, is reserved as a portion of fund balance to recognize the County Charter 
restrictions.  When there is investment income in excess of the principal maintenance requirement, it is made available for expenditure in the 
Capital Improvement Projects Fund.  During fiscal year 2010, $0.9 million was transferred out to the CIP fund.  There was investment earnings of 
3.2 million which related to the longer-term nature of the investment and better than expected market recovery.  The balance in this fund is 
invested in long-term pooled funds with the New Mexico State Investment Council.  Total ending fund balance at June 30, 2010 was $22.3 million. 
 



 21                                                Management’s Discussion and Analysis - Unaudited 

Analysis of Total Proprietary Funds - The County proprietary funds provide detail about the same type of information found in the government-
wide financial statements.  This analysis of proprietary funds focuses on the significant balances and operations of individual funds, reasons why 
these balances changed, and significant limitations on future uses. 
 
Joint Utility System Fund - The most notable balances and transactions in the Joint Utility System Fund were: 

 $174.5 million in Capital assets (net of accumulated depreciation of $95.7 million), including electric production and distribution assets, 
water production and distribution assets, gas distribution assets and wastewater collection and processing assets.  This balance increased 
by approximately $8.4 million in fiscal year 2010.  The largest component of this change relates to construction in progress balance.  
There were several significant projects in progress at year end;   

 $61.9 million in debt related to the Utility plant in service, which is lower than the prior year as a result of regularly scheduled debt service 
payments;  

  
Environmental Services Fund – The Environmental Services Fund has a liability balance of $8.1 million. Of this, $2.3 million was for landfill 
closure and $5.5 million was for intergovernmental debt payable that is a loan from the New Mexico Finance Authority that was used to fund the 
construction of a Solid Waste Transfer Station (EcoStation).  Significant landfill closure activities began in fiscal year 2006 and are ongoing. 
 
Golf Course Fund – The Golf Course Fund’s largest balance is land of $4.7 million.  A new Golf Course Community Building is being planned.  
Design work in process at year end is reflected in the construction in progress balance. 
 
Transit Fund – The Transit Fund accounts for public transportation services provided to the community, with no additional user fees or charges, 
under the name Atomic City Transit (ACT).  This fund was first established in FY 2008 and operations began on October 1, 2007.  New buses 
funded partially through federal grants of $1.9 million were added during fiscal year 2010.  Those assets were then transferred to the Equipment 
Fund (internal service) for maintenance purposes.  Operating revenues and expenses are both significantly higher than the previous year as 
operations have been expanded.      
 
Fire Fund – On October 1, 2008 the County was awarded a cooperative agreement with the Department of Energy to provide enhanced fire 
protection services to the Los Alamos National Laboratory (LANL).  Under the new agreement with DOE, the County’s annual cost share for 
operating the fire department will be in excess of $3 million.  The decrease in the balance of due from other governments from $5.6 million in FY 
2009 to $4.7 million in FY 2010 is associated with the transition from the PCCA to the new cooperative agreement and payment of the final invoice 
outstanding under the PCCA.  The intergovernmental revenue of $14.7 million in the Fire Fund includes approximately all operating grant revenue 
under the new cooperative agreement, whereas in 2009 approximately $3.3 million was charges for services under the prior PCCA.   
 
Airport Fund – During fiscal year 2009, the DOE transferred the Airport to the County.  The estimated fair value of the assets transferred was 
$14.4 million.  Those assets included land, buildings, and improvements other than building (runways, taxiways, etc.).  There are no such 
significant transactions in fiscal year 2010.  Associated with the new assets, there was a significant increase in depreciation expense when 
compared to the prior year since this will be the first full year of depreciation. 
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GENERAL FUND BUDGETARY HIGHLIGHTS 
 
General Fund resources available for spending on budgeted needs were $3.7 million less than the final revised budget of $68.0 million.  The two 
largest variances in revenues were associated with GRT revenue and investment earnings.  GRT revenue was $5.2 million less than anticipated 
due to the timing of spending at LANL.  This was offset by investment earnings exceeding projections by $2.1 million due to better than expected 
market recovery associated with longer-term investments.    
  
Actual General Fund expenditures were approximately $5.8 million less than the final revised fiscal year 2010 budget.  The primary reasons for 
this variance are position vacancies, delays in certain projects, and the timing of grant expenditures.  As permitted by individual grant's governing 
agreements, unused grant appropriations will be carried over into the next fiscal year.   
 
Actual transfers from the General Fund to the Capital Projects Permanent Fund were $2 million less than the revised budget.  This variance 
resulted from the transfer being unnecessary to maintain the principal balance within the Capital Projects Permanent Fund.   
 
A detailed statement of budget variances for the General Fund can be found on pages 40-51.  
 
ADMINISTRATION OF CAPITAL ASSETS AND DEBT 
 
Capital Assets - The County’s total investment in capital assets for its governmental and business type activities as of June 30, 2009 amounted to 
$473.4 million, net of $203.8 million in accumulated depreciation. This investment in capital assets includes land, utility plant, facilities and 
buildings, machinery and equipment, parks and recreation facilities and improvements and infrastructure such as highways, roads, sidewalks, 
storm drains, storm inlets, bridges, traffic lights, flasher beacons and streetlights.   
 
Capital assets increased by approximately $38.4 million from 2010 to 2009 or 8.8%.  Capital assets associated with business-type activities 
increased by $10.4 million.  The largest components of the increase were investments in a new low-flow electric generation turbine at the Abiqui  
plant and replacement of underground utilities in conjunction with the Diamond Drive road replacement.  Capital assets associated with 
governmental activities increased by $28 million.  The change includes the completion of roadway infrastructure (Diamond Drive Phase 3) and a 
significant replacement of shops and warehouse facilities built as part of the Pajarito Cliffs Site, and the replacement and expansion of the Justice 
Center.  Additional information about the County’s capital assets can be found on pages 86-88.  A year over year comparison of changes in capital 
assets is shown in Table 4. 
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Administration of Debt - From fiscal year 2010 to 2009, the County’s total non-current liabilities due in more than one year for governmental and 
business-type activities combined decreased by $7.8 million or 5.4% primarily due to regularly scheduled debt service payments.  The County has 
no General Obligation debt outstanding.  See additional information in Note 9 in the Notes to Financial Statements, starting on page 92. 

 

FY 2010 FY 2009 FY 2010 FY 2009 FY 2010 FY 2009

Land 38.4$           38.6 13.3 13.3 51.7 51.9

Right of Way 18.0 18.0 0.0 0.0 18.0 18.0

Utility Plant in Service 0.0 0.0 243.6 239.5 243.6 239.5

Buildings 93.5 26.5 23.1 23.1 116.6 49.6

Improvements other than buildings 13.5 8.0 13.3 13.0 26.8 21.0

Machinery and Equipment, Art and Historic 

Treasures 16.3 12.2 22.6 19.7 38.9 31.9

Infrastructure 156.6 151.0 0.0 0.0 156.6 151.0

Less Accumulated Depreciation (93.1) (91.3) (110.7) (100.8) (203.8) (192.1)

Construction in Progress 5.1 57.3 19.9 6.9 25.0 64.2

Total 248.3$         220.3 225.1 214.7 473.4 435.0

Governmental Activities Business-type Activities        Total

Table 4

Los Alamos County's Capital Assets, Net of Accumulated Depreciation

As of June 30, 2010 and 2009

(in millions of $)



 24                                                 

ECONOMIC FACTORS AND THE FISCAL YEAR 2011 ADOPTED BUDGET 
 
In the fiscal year 2011 Adopted Budget, the County’s long-term financial outlook has become more stable than the past few years.  While GRT 
revenues decreased in fiscal year 2010, that change is primarily related to the timing of spending at LANL.  It is expected that future LANL 
spending and related County GRT revenue levels will stabilize at a level that is slightly higher than the historical trend.  However, given the 
unusually large concentration of employment and tax revenues in one employer – LANL - the County continues to adopt a conservative fiscal 
posture to help mitigate against the potential negative effects of any significant unforeseen future changes.   
 
LANL is the County’s largest employer, and it was estimated in an August 2004 POLICOM report “Creating a Sustainable Los Alamos” that 
LANL’s expenditures provide, either directly or indirectly, approximately 97% of the County’s economy.  It is also estimated that LANL generates 
directly approximately 75-80% of the County’s GRT revenue. 
 
Given the significant impact of LANL operations, the County will be monitoring closely any federal legislative budget activities associated with the 
Department of Energy and other federal agencies and continuing to consider potential impacts to the LANL and to the County’s long-range 
financial projections.  The County will also be monitoring any potential changes that might arise due to the changes in the national nuclear posture 
policy, changes in the New Mexico federal congressional delegation, as well as DOE plans for its long-term overall Complex Transformation and 
significant construction projects such as the CMRR project.   
 
As originally adopted, the FY 2011 Budget projects combined ending fund balance / working capital of $121.7 million, an increase of $8.2 million 
from the FY 2010 projected ending balance.  The largest planned increases of Fund Balance were within the General Fund and the Joint Utilities 
System Fund.  
 
The County is a net investor and diversifies its portfolio to minimize the impact of market risk.  Within the context the national economic decline, 
related volatility and slight market recovery in FY 2010, the value of the County’s longer-term investments gained back some of the value lost in 
the previous fiscal year.  The much larger majority of the County’s investment portfolio performed slightly worse due to using a limited number of 
investment vehicles that focus on principal preservation, with shorter duration and lower market risk.  Projected investment revenue in FY 2011 is 
a little lower than FY 2010 and still below historically normal average returns as the overall economy is still recovering quite slowly. 
 
Property tax revenues are projected to make up approximately 7.2 % of the County’s General Fund revenue in FY 2011.  As part of the FY 2011 
budget, the County reduced property tax revenues by $1.5 million. This was part of an initiative to reduce spending and property taxes by $1.5 
million in FY 2011. 
 
 
REQUESTS FOR INFORMATION 
The Comprehensive Annual Financial Report is designed to provide a general overview of the County’s financial position. Questions about the 
information provided in this report and requests for more information should be addressed to the County of Los Alamos, Steven Lynne, 
Administrative Services Director / Chief Financial Officer, Office of Management and Budget, P.O. Box 30, Los Alamos, New Mexico 87544. 
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