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AN ACT
EXCLUDING 13th MONTH PAY FROM THE COMPUTATION OF TAXABLE 
INCOME AMENDING FOR THIS PURPOSE SECTION 32 (B) (7) (e) OF REPUBLIC 
ACT NO. 8424 OTHERWISE KNOWN AS THE NATIONAL INTERNAL REVENUE 
CODE OF 1997, AS AMENDED

Explanatory Note

It is the policy of the State to promote a just and dynamic social order that will ensure the 
prosperity and independence of the nation and free the people from poverty through policies that 
provide adequate social services, promote frill employment, a rising standard of living, and an 
improved quality of life for all.

It is with the same objective that this measure is being proposed. This bill seeks to 
exclude the 13u month pay from the computation of taxable income amending for the purpose 
Section 32 (B) (7) (e) of Republic Act No. 8424, otherwise known as the “National Internal 
Revenue Code of 1997”, as amended. This would help cushion the diminishing purchasing 
power of employees and workers both in the private and public sector thereby increasing their 
disposable income.

The intent in enacting Presidential Decree No. 851, as amended by Memorandum Order 
No. 28, otherwise known as the “13,h Month Pay Law” is to provide the working masses 
additional income in time for the celebration of Christmas and New Year. Therefore, subjecting 
the same to income tax would defeat the very purpose of the law.

The amount to be excluded from the computation of taxable income would mean greater 
financial flexibility for employees and would put more food on the table and help ensure their 
children’s education.

The proposed legislation will benefit an estimated 39.8 M employees from the private 
and public sector .

Hence, immediate passage of this bill is earnestly sought.
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