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For the information and guidance of all concerned, quoted hereunder is the full text of Republic Act No. 7833:

"Republic Act No. 7833

"An Act to Exclude the Benefits Mandated Pursuant to Republic Act No. 6686 and Presidential Decree No.
851, as Amended, and Other Benefits from the Computation of Gross Compensation Income for Purposes of
Determining Taxable Compensation Income, Amending for the Purpose Section 28 (b) (8) of the National
Internal Revenue Code, as Amended

"SECTION 1. A new sub-paragraph to be known as sub-paragraph (F) is hereby inserted at the end of Section
28 (b) (8) of the National Internal Revenue Code, as amended, which shall read as follows:

"(F) 13th month pay and other benefits.

"(i) Benefits received by officials and employees of the national and local governments pursuant to Republic
Act No. 6686.

"(ii) Benefits received by employees pursuant to Presidential Decree No. 851, as amended by Memorandum
Order 28, dated August 13, 1986;

"(iii) Benefits received by officials and employees not covered by Presidential Decree No. 851, as amended;
and

"(iv) Other benefits such as productivity incentives and Christmas bonus in an amount not exceeding Twelve
Thousand Pesos (P12,000.00) which shall be integrated in the 13th month pay solely for purposes of this Act.

"Provided, however, That the exclusion shall only apply to the first Thirty Thousand Pesos (P30,000.00).

SEC. 2. The exclusion herein provided shall cover benefits paid or accrued beginning January 1, 1994.

"For purposes of reimbursing the officials or employees who may have received the benefits covered by this
Act before its effectivity, the withholding agents are hereby authorized not to deduct the withholding taxes in
the immediately succeeding payroll periods corresponding to the amount previously withheld from the
benefits.

SEC. 3. The Secretary of Finance shall, upon the recommendation of the Commissioner of Internal Revenue
promulgate the necessary rules and regulations for the effective implementation of the provision of this Act.

SEC. 4. All laws, decrees, orders, rules and regulations and other issuances inconsistent with this Act are
hereby repealed or amended accordingly.

SEC. 5. This Act shall take effect fifteen (15) days after is complete publication in the Official Gazette or in
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any two (2) newspapers of general circulation, whichever comes earlier.

"APPROVED.

(SGD.) EDGARDO J. ANGARA

(SGD.) JOSE DE VENECIA

President of the Senate

Speaker of the House

of Representatives

"This Act which originated in the House of Representatives was finally passed by the House of
Representatives and the Senate on December 6, 1994.

EDGARDO E. TUMANGAN

CAMILO L. SABIO

Secretary of the Senate

Secretary General

House of Representatives

"APPROVED.

"December 8, 1994

(SGD.) FIDEL V. RAMOS
President of the Philippines"

Salient Features

1. Before the amendment of Section 28 (b) (8) of the National Internal Revenue Code (NIRC) by R.A. 7833, the
following benefits received by officials and employees of both public (national and local) and private offices, viz:

(F) 13th month pay and other benefits.

a. Annual Christmas bonus equivalent to one (1) month basic salary and additional cash gift of One Thousand
Pesos (P1,000.00) received by National and Local Government officials and employees starting CY 1988 in
accordance with R.A. No. 6686;

b. Benefits received by employees pursuant to P.D. No. 851, as amended by Presidential Memorandum Order
No. 28 dated August 13, 1986 requiring all employers to pay all their rank-and-file employees a 13th month
pay not later than December 24 of every year;

c. Benefits received by officials and employees not covered by P.D. No. 851, as amended; and

d. Other benefits such as productivity incentives and Christmas bonus in an amount not exceeding Twelve
Thousand Pesos (P12,000.00) which shall be integrated in the 13th month pay solely for purposes of R.A. No.
7833.
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were taxable compensation income under Section 21 (a) in relation to Section 72, both of the NIRC, as amended,
subject to withholding tax under Revenue Regulations No. 6-82, as amended by Revenue Regulations No. 4-93.

2. Under sub-paragraph (F) of Section 28 (b) (8) of the NIRC, as amended by R.A. No. 7833, the 13th month pay
and other benefits aforestated, received by officials and employees of the National Government, Local
Government Units and agencies, including government-owned and controlled corporations, as well as by officials
and employees of private corporations and entities, are exempt from income tax, and consequently from
withholding tax on wages. Provided, that the exclusions/exemptions from gross compensation income shall cover
the 13th month pay and "other benefits" in the aggregate amount not exceeding P30,000.00 received by the
officials and employees paid or accrued beginning January 1, 1994. The aforesaid "other benefits" as
contemplated under Section 1 (F) (iv) of R.A. No. 7833 shall not exceed P12,000.00 which amount shall be
integrated in the 13th month pay. Accordingly, benefits in excess of P30,000.00 shall be taxable and subject to the
withholding tax only insofar as the amount in excess of P30,000.00.

Illustration:

During CY 1994, Mr. "X", an employee of a private corporation, received the following 13th month pay and other
benefits from his employer, such as:

13th month pay

P15,000.00

Christmas bonus

10,000.00

Other benefits:

Gift in kind

2,000.00

Additional cash gift

1,000.00

Mid-year productivity

incentive bonus

5,000.00
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T O T A L

P33,000.00

========

Under the amendment introduced by R.A. No. 7833 to Section 28 (b) (8) of the NIRC, wherein sub-paragraph (F)
has been inserted at the end thereof, the computation of the amount of the benefits which shall be
excluded/exempted from the taxable compensation income and/or those subject to withholding tax on wages, if
any, shall be as follows:

1. Computation of whether the full amount of subject "other benefits" as contemplated under Section 1 (F) (iv) of
RA 7833 is exempt from withholding tax on wages.

Christmas bonus

P10,000

Plus: Other benefits:

Gift in kind

P2,000

Additional cash gift

1,000

Mid-year productivity

incentive bonus

5,000

8,000

T O T A L

P18,000
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Less: P12,000 minimum exemption

for "other benefits" as

contemplated under Sec. 1

(F) (iv) of RA 7833

(P12,000)

Taxable "Other Benefits"

Subject to Withholding

Tax on Wages

P6,000

=====

II. Computation of total benefits excluded/exempted from withholding tax on wages when the "other benefits" are
integrated in the 13th month pay.

13th month pay

P15,000

Plus: Maximum allowable

exemption of P12,000

for "other benefits" as

contemplated under

Sec. 1 (F) (iv) of RA 7833

(please refer to compu-
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tation No. 1 above)

12,000

Total Exclusions/Exemption

From Taxable Compensation

Income

P27,000

======

3. For purposes of reimbursing the officials and employees of the income taxes withheld and already remitted to
the BIR, the following guidelines shall be followed:

a. Employers who have already given the 13th month pay and other benefits to their employees, and had
withheld and remitted the tax due thereon prior to the approval of R.A. No. 7833 (December 8, 1994) shall, in
annualizing and computing the annual income and the tax due from their employees, exclude the 13th month
pay and other benefits. Any excess in the tax withheld shall be refunded immediately by the employer to the
respective employees or credited against the tax required to be withheld from the compensation of the
employees beginning January, 1995. The employer shall then be allowed to credit and deduct from its
subsequent remittances of taxes withheld on compensation income of their employees for the succeeding
months;

b. Taxes withheld on the 13th month pay and other benefits given last November, which should otherwise be
remitted by the employer-withholding agent on December 12, 1994, shall no longer be remitted to the BIR.
Said withheld amount should be refunded to the employees concerned; and

c. The exemption/exclusion provided for under R.A. No. 7833 shall cover the 13th month pay and "other
benefits" in the aggregate amount not exceeding P30,000 received by the officials and employees paid or
accrued beginning January 1, 1994, provided, however, that the aforesaid "other benefits" as contemplated
under Sec. 1 (F) (iv) of R.A. No. 7833 shall not exceed P12,000 which amount shall be integrated in the 13th
month pay.

It is desired that the Circular be given as wide a publicity as possible.

Adopted: 14 December 1994

(SGD.) LIWAYWAY VINZONS-CHATO
Commissioner of Internal Revenue
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Study smarter at BATAS.org
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The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.
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