
COVID-19 Act. 
Empowers access to Unemployment  
Insurance Benefits (Act 19.728) in  
exceptional circumstances
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Target

The Act regulates 3 situations

To protect the stability of the working relationships in time of contingencies, preventing 
companies from carrying out mass redundancies, and, on the other hand, allowing  
employees that fail to provide their services or that have to adjust their working hours due 
to Covid-19 disease, and may receive their income from the Unemployment Insurance 
Fund.

Temporary suspension of 
the employment contract 
by act of the authority.

Temporary suspension 
pact for the employment 
contract.

Temporary reduction 
pact for working hours.



COVID-19 Act | Deloitte Legal

4

Temporary suspension of employment by act of the  
authority

When does it occur? 
In any of these situations: 

1. By an act or declaration of the competent authority. 

2. That involves the paralysis of activities, in whole or in part of the territory 
of the country. 

3. That prevents or totally prohibits the provision of the contracted  
services, and for the duration of the measures decreed. 

4. Employers that, in the period covered, between the declaration of State 
of Catastrophe by public calamity (18 March 2020) and the entry into 
force of this Act, have; 

• Paralyzed their activities by mutual agreement.
• or as a result of an act or declaration of authority have agreed 

to continue the provision of services.

Which employees can make use of the suspension 
Employees affiliated with Unemployment Insurance (Act No. 19.728) who register;

• 3 continuous quotes in the last three months immediately preceding; 

• 6 continuous or discontinuous quotes during the last 12 months, provided that at least they register the 
last 2 contributions with the same employer in the immediately preceding 2 months. 

In order to determine the benefit to which they will be entitled, the average taxable remuneration accrued  
in the last three months in which contributions are recorded, prior to the commencement of the act or  
declaration of authority, is calculated without regard to the remuneration that may be agreed for suspension 
or continuity.

Excepted Services 
The Under-Secretary of The Treasury, by informed decision, shall indicate 
the activities or establishments exempted from the paralysis of activities 
(essential services - such as: banks, supermarkets, pharmacies, gas stations, 
judiciary, etc.).
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Employees shall be excluded or exempted from the benefit 

• Employees who are not governed by the Labour Code (independent) and those who are not affiliated with 
the Unemployment Insurance Fund. 

• Employees who have entered into a pact with their employer to ensure the continuity of the provision of 
services after the entry into force of the Act. 

• Employees who are receiving disability allowance, regardless of the nature of the medical leave or health 
reason that gave rise to him, during the time they receive the disability.

From where the Employee receives income. Unemployment Fund 
The above-mentioned employees shall be entitled to the benefit provided for in Articles 15 and 25 of Act No. 
19.728 (Unemployment Insurance), first from the funds in their individual account, and if exhausted, funds of 
solidarity Unemployment Fund. 
  
Calculation 
The average taxable remuneration accrued in the last three months immediately preceding the commenced of 
the act or declaration of authority shall be considered.
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Payments and amounts
Individual Account Unemployment Fund (CIFC)  
First, income from the employee’s CIFC is rotated in the percentages and months set out in the table in Article 
15 of Law No. 19.728 and which are as follows;

Solidarity Unemployment Fund 
Exhausted the resources of the individual account the payments will be financed from the Solidarity  
Unemployment Fund, in the percentages, months and affects the higher values for each month, as referred 
to in the third column set out in the tables of the first and second subparagraphs of Article 25 of that law, and 
which are as follows;

If the last payment to which the  
Employee is entitled, according to the 
table in the second subparagraph, is 
equal to or less than 20% of the previous 
payment amount, both payments shall be 
paid together.

For fixed-term contractors, or for a given work, work or service, the unemployment benefit referred to in this 
article shall be extended until the third month, with the higher and lower percentages and values indicated in 
the following table

Months % Top Value Lower Value

First 70% $525.000      $157.500

Second 55% $412.500      $123.750

Third 45%      $337.500     $101.250

Fourth 40%        $300.000  $90.000

Fifth 35%         $262.500 $78.750

Months %

First 70%

Second 55%

Third 45%      

Fourth 40%        

Fifth 35%         

Sixth 30%  

Seventh or  
Higher 0%

Mes % Valor Superior Valor Inferior

First 50% $375.000       $112.500

Second 40% $300.000       $90.000

Third 35%  $262.500        $78.750
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For the lower values that the benefits are affected each month, they will be governed by the amounts listed in 
the following tables:

How is the payment of unemployment insurance requested?
The employer must apply for the benefit to the AFC for its employees. This application must be made online. 
An employee who is excluded from that application may do so directly before the AFC. 

Forecast Quotes 
Employers should continue to pay for pension and health contributions, excluding only those of the Accidents 
at Work Act, which will be calculated on 50 per cent of the remuneration that serves as the basis for the  
calculation of the benefit, for the period of the suspension of the contract. 

*Employers are allowed to pay the pension contribution within no later than twelve months after the end of 
the term of the rule and that no interest, adjustment and fines are applied to them.

Meses Valor Inferior

First $225.000

Second $225.000

Third $225.000

Fourth $200.000

Fifth $175.000

Meses Valor Inferior

First $225.000

Second $200.000

Third $175.000

A) With regards to the table in the first  
subparagraph of Article 25 of Law No. 19.728:

B) With regards to the table in the second  
subparagraph of Article 25 of Law No. 19.728:

Termination of the employment relationship
• During the term of the temporary suspension, the employer may terminate the employment relationship 

only by application of the causality set out in Article 161 of the Labour Code (business needs or the  
employer’s written dismissal).

• Employers who have entered into a Pact with one or more of 
their employees continuing the employment relationship  
during the event of the act or declaration of authority must 
also continue, within that period, by paying and knowing 
the planned and social security contributions, and may not 
terminate the employment relationship because of the  
causality set out in numeral 6 of article 159 of the Labour 
Code (fortuitous case or force majeure), which produces the 
parization of country, as a health or internal security  
measure for coVID-19 control, will have the following  
regulations.
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Temporary suspension of the employment contract

Temporary reduction pact for working hours

To whom it applies 

• Employers whose activity is totally or partially affected by the  
Covid-19 crisis but outside the term of the act or declaration of the 
authority. 

• They may agree - individually or collectively- with their employees  
affiliated with Unemployment Insurance, a temporary suspension pact 
for the employment contract. 

• This agreement has the same effects and will be requested inthe same 
way as the suspension of the contract by act of authority, therefore the 
Employee may receive funds from the unemployment insurance.

Employers may agree with the employee individually or collectively to reduce up to 50% of the length of their 
working day, receiving the Employee in addition to the diminished remuneration, a supplement to the  
remuneration under the Cessation Insurance. In addition, the Company that there is a Trade Union must  
consult it prior the signing of the Pact. 

Employer Requirements 
It must be found in one of the following economic situations; 

1. VAT contributing employer, which as of October 2019 has experienced a decrease in the average of its 
declared sales to the Internal Revenue Service in any period of 3 consecutive months, exceeding 20% 
calculated from the average of its sales declared in the same 3-month period of the previous year. 

2. Employer who is in a reorganization procedure, as published in the Bankruptcy Bulletin under the Law 
on the Reorganization and Settlement of Persons (Act 20.720). 

3. Employer who is currently in insolvency economic advisory proceedings under the Law on  
Reorganization or Closure of Micro and Small Businesses in Crisis (Law 20.416). 

4. Employers who have been exempted from the act, declaration of authority or resolution which  
motivates this standard in analysis (essential services) but who need to reduce or redistribute the ordinary 
working day of their employees in order to: 
 
- Maintain operational continuity or;

       - To effectively protect the life and health of your employees.
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Employee requirements 
Employee with Indefinite Contract, which registers 10 
monthly contributions in the Cessation Fund  
(continuous or discontinuous). 

Employee with fixed-term contract, or for a specific 
work, job or service, who registers 5 monthly  
contributions in the Cesantía Fund (continuous or 
discontinuous) counted. 

Maximum duration of these pacts 
It is different depending on the type of employment 
contract of the Employee: 

(i) (3 months (continuous) in the case of fixed-term 
contract employees, by work, work or service, 
and

(II) 5 months (continuous) for those employees with 
indefinite contract. 

Pact Formalities 
Employers and employees (personally or  
through trade union organization) affiliated with 
Unemployment Insurance may agree to a temporary 
reduction in working hours. The temporary reduction 
pact for working hours must preferably be signed 
electronically through the website of the Labor  
Authority, with the agreement signed electronically as 
an annex to the employment contract. 

How do you subscribe it?
It is preferred, preferably, online on the website of the 
Labor Authority. The employer must enter the page 
that enables the Authority of Work for this purpose 
and propose the agreement to be entered with the 
respective Employee or organization. The Employee 
or trade union organization must then sign the pact 
digitally on the same page of the Labor Authority. 
There you will generate a document that will take the 
time of an employment contract annex. 
 
Reduced Remuneration 
The Employee shall receive an Employer’s Fee equal 
to the reduced working time. 
 
Supplementary Remuneration   
The Employee will receive a Supplementary  
Remuneration of charge to his Individual Account for 
Cesanía and, after the balance has been exhausted, 
from the Solidarity Cessation Fund. 

• A temporary reduction of more than 50% of the 
workday originally agreed may not be agreed. For 
this, the average taxable remuneration accrued 
in the last three months immediately preceding 
the commenced of the pact shall be considered. 
Where successive agreements are concluded 
with the same employer, the average taxable re-
muneration of the last three months shall be cal-
culated taking into consideration of the taxable 
remuneration declared prior to the conclusion of 
the first pact. 

• The Employee shall have the right to continue to 
receive the remuneration or benefits for which 
payment is due during the term of the  
agreement. 

• In the event that, the working day is reduced by 
50%, this supplement will amount to 25% of the 
average taxable remuneration of the accrued 
Employee in the last three months prior to the 
start of the pact. If the reduction is less than 50%, 
the add-on will be determined proportionally. 
The supplement will have a monthly maximum 
limit of $225,000 for each Employee who attends 
an ordinary day. 

Forecast Quote 
During the term of the pact, the employer shall be 
obliged to pay and know the planned and social 
security contributions, corresponding to the taxable 
remuneration agreed in the pact. 

Term of the employment relationship during or 
concluded by the Term of the Pact
• In the event that, the employer or Employee 

terminates the employment contract during or 
concluded with the term of the agreement, the 
legal or conventional compensation that the  
Employee is entitled to receive shall be calculated 
in accordance with the remuneration and  
contractual conditions in force prior to the  
subscription of the agreement. 

• The Letter of Notice of Termination of  
Employment Relationship, The Termination,  
The Waiver and the Mutual Agreement must be 
informed to the DT, preferably electronically.
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Violations of the law and sanctions

Law Enforcement

Companies or establishments that must continue to provide 
services 

Prohibition of Termination of Employment Agreement by 
Force Majeure

Agree to the Termination of Employment Contract

• Obtain features and/or add-ons by simulation or deception
• Get more benefit than they are entitled to
• Facilitate the means for the commission of crime 

Sanctions 
Lower seclusion in its minimum to medium grades.

Entering into force 
From the day of publication in the Official Journal. 

Term 
6-month term for the provisions of Title I. Until the last day of the 12th month for the provisions of Title II.  
 
Exception 
Employees who, at the end of the term, have agreed to reduce a temporary working time, who will maintain 
conditions until the end of the respective pact.

Those that ensure the provision of public utility services, the care of basic needs of the population, including 
those related to life, health, the supply of essential goods, food or safety of people, and to ensure the  
prevention of environmental and health damage. They can alter the roles of their employees during the period 
of paralysis. At the end of this period, the originally agreed contractual conditions shall be restored in full.

During the period of 6 months or, in the existence of the State of Catastrophe decreed by the President of the 
Republic, employment contracts may not be terminated on the basis of the causality of the number 6 of Article 
159 of the Labour Code, relying on the effects of the COVID-19 pandemic as a reason.

If during the period between the declaration of State of Catastrophe, by public calamity (18 March 2020) and 
the entry into force of this law, the parties have terminated the employment relationship, whatever the causal 
reason, they may reconcile such termination, in which case they may benefit from the provisions of this law.
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For more information or to make a request for
Professional Services proposal, feel free to
contact us:

Contact

Nancy Ibaceta
Director 
Deloitte Legal
Tel: + 56 22 729 8080
Mobile: + 56 9 7609 4209
Email: nibacetam@deloitte.com
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