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FY2006 FY2006
1. Current Ratio Current Assets $1,289,762 = 5.19

Current Liabilities $248,695 
2. Working Capital Current Assets - Current Liabilities

$1,289,762 minus $248,695 = $1,041,067 
 

3. Quick Ratio Quick Assets $1,121,492 4.51

Current Liabilities $248,695 

4. Debt-to-Asset Ratio Total Liabilities $630,153 0.17

Total Assets $3,676,115 

5. Days Payable Ratio All Accounts Payable x 365 Days $73,000,000 62.83 Days

NPS Expenses 1,161,884
6. Profit Margin Ratio Surplus $3,822,766 ($1,877)

Revenue ($2,037)
7. Common Size Ratio Line Item Amount Federal Grants $565,032 14.78%

Total Amount State Grants 1,182,215 30.93%
 Property Taxes 1,459,639 38.18%

Fees 529,243 13.84%
Interest 86,637 2.27%

$3,822,766 100.00%

Table 26.5 

Small Town: Ratio Analysis

It is possible to conclude that, while this government entity does not have immediate con-
cerns for liquidity and solvency, it needs to stabilize its profit margin and possibly improve its 
sustainability of resources through more revenue diversification, such as through sales taxes. 
More could be learned through an in-depth examination of the sources and uses of revenue.

What would be most helpful in the analysis of this government entity’s fiscal health is to exam-
ine several years’s worth of financial statements rather than only one year’s. Establishing a trend 
line with several years of data could lead to a more comprehensive picture of this organization’s 
fiscal health.

Summary

Using ratios to conduct financial analysis must be done with care. One year’s worth of data is 
worth little; establishing a trend line over a period of years is the most useful approach. Using 
ratio analysis, we can examine liquidity, solvency, intergenerational equity, and revenue diversi-
fication. All of these factors can come together to provide a picture of the fiscal health of a gov-
ernment entity.

Assignments

1.  Use the financial statements from Charlottesville, Virginia, to conduct your own analysis. 
The statement from the year 2013 is in Tables 26.2 and 26.3; the statement from 2012 is provided 


