Attachment 2. Budget Performance and Financial Statements
A significant part of local governance is financial management. A local government
cannot be said to be effective if they don’t manage their finances well, ensuring utmost
efficiency in the use of its resources and effectiveness with their implemented
programs and projects.
This portion of the Local Government Report discusses the financial performance of
the Province based on its official financial statements. There are also discussions on
its respective trending over the past five years.

Result of Operation
Provincial Operating Income
The 2011 provincial income ticked at Php2,473,155,497.78. The income of the
Province has improved from the year 2010 to 2011. The province showed its best
income achievement for the past five years, from 2007 up to 2011. From 2010, the
income has increased by Php244,185,897.35 which is equivalent to 10.96%
appreciation. Majority of the increase was brought about by the rise of Internal
Revenue Allotment share by Php124.3M and Local taxes by Php115.5M (Figure 1).

The income of the province is divided into two, the General Fund and the Special
Education Fund. From its classification name, the general funds are those that are
being spent for the general expenses of the province like infrastructure projects, social
services, economic services and everything other than education related programs
which budgets are being drawn from the special education fund. Certain amount of
budget is allocated under the special education fund in order to support the national
government in the delivery of educational services. Special education fund is being
used to supplement teachers under the Local School Board, classroom construction
and purchase of educational materials, among others.
The General Fund recorded an increase of 9.28% from 2010 to 2011 equivalent to
Php188,038,791.12. For 2011, the General Fund totaled to Php2,214,802,131.01 and
holds a share of 89.55% of the total provincial income. The Special Education Fund,
on the other hand, also increased by 27.77% equivalent to Php56,147,106.23. The
total Special Education Fund for 2011 is Php258,353,366.77 that accounts for the
10.45% of the total income of the province (Figure 2 and 3).
Figure 2. Provincial Income with Fund Category by Year, Province of Cavite: 2007 to
2011
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Figure 3. Income by Fund Category, Province of Cavite: 2011
others. More efforts should be exerted to further decrease the IRA dependency of the
province and intensifying its drive to become independent in terms of its locallysourced income. This would also reduce the impact of conversion of municipalities to
cities (Figure 4).
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Figure 4. Income by Source, Province of Cavite: 2010
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Sources of Income
The source of income of the province can come from national government subsidy,
local collections and other sources, being the first two as the foremost resource. The
national government subsidy is in the form of Internal Revenue Allotment or what is
commonly known as IRA. The local collections are from the real property taxes,
permits and licenses fees being collected by the province as well as service income
and business income. The other income includes dividends, insurances, interests,
share from economic zones and Philippine Charity and Sweepstakes Office (PCSO).
The province’s income remains to be dominated with the internal revenue allotment
wherein a dependency of 67.66% was recorded. This dependency rate decreased
from 69.50% in 2010. The decrease is a good indicator that the local revenue
generation performance of the province is improving. The revenue of the province from
local and property taxes also showed a very good trend exhibited by its 21.14%
increase from 2010 to 2011 that corresponds to Php115,484,228.89. This is the result
of the incessant efforts of the province to intensify local tax collection and the
modernization of related processes. Likewise, though the relationship has not yet been
established, the pooling of all concerned offices related to revenue collection might
have also contributed to the increase considering their improved accessibility to
clienteles. The share of the province tax revenue is 26.76% next to IRA. The third
largest share is the Operating and Miscellaneous Revenue which totaled to 5.35%.
This income came from permits and licenses fees, service income and business
income such as the provincial hospital and pharmacy and mining permits, among
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Provincial Operating Expenses
The operating expense of the province is primarily composed of Personal Services and
Maintenance and Other Operating Expenses. For the year 2011, the total operating
expenses have reached Php1,672,433,341.80. This represents a portion of 67.62% of
the total income. From the year 2010, the operating expense of the province increased
by 11.71%. Both of the personal services and maintenance and other operating
expenses increased with the amount of Php83.7M and Php91.6M, respectively.
The expenses for the year 2011 are the highest in the past five years but it is fair to
note that the income is also highest in 2011 during the same period. The operating
expenses do not include yet the financial expenses, subsidies to local government
units, donations and other extraordinary items (Figure 5).
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The operating expense is divided into two fund classification such as the Special
Education Fund and General Fund. The expenses under the SEF amounted to
Php133,333,948.8 that is equivalent to 6.78% of the total expenses. The general fund
expenses on the other hand amounted to Php1,559,099,356 tantamount to 93.22% of
the total operating expense (Figure 6).
Out of the income classified as Special Education Fund, 43.87% of it was used-up and
are considered expenses. Meanwhile, 70.39% of the General Fund was also utilized.
The expenses under the special education fund are lowest in 2011 since 2007 while
the expenses under general fund are highest since 2007 (Figure 7).
Figure 6. Expenses by Fund Category, Province of Cavite: 2011

Gross Income, Expenses and Net Income
Generally, the province is in good financial status based on its recorded net income for
the past five years. The net income has already been deducted with extraordinary
expenses. For 2011, the province has a net income of Php624,584,259.94. This is
higher by Php104,749,765.80 than the 2010 net income resulting to an increase of
20.15%. The net income is also highest in 2011 for the last five years. The savings rate
of the province for 2011 is 25.25%. This is higher than the savings rates in 2009 and
2010 which is 22.36% and 23.32%, respectively (Figure 8).
Figure 8. Comparative Gross Income, Expenditure and Net Income by Year,
Province of Cavite: 2007 to 2011
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Figure 9. Statement of Income and Expenses, Province of Cavite: For the year ended December 31, 2011
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Figure 10. Consolidated Balance Sheet, Province of Cavite: as of December 31, 2011
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