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i. EMPLOYMENT
CONTRACTS
1. Minimum
Requirements
Chilean legislation provides three categories
of labor contracts: individual labor contracts,
collective labor contracts, and special contracts.

2. Individual Labor
Contract
This is a written contract between an employer and
an employee whereby they are mutually bound, the
employee to render personal services under ties
of dependence and subordination to the former,
whereas the employer to pay compensation for
those services.
Article 10 of the Labor Code states the minimum
provisions that must be included in the individual
labor contract, such as date and place of the
contract, the identity of the parties, the position
of the employee and job description, the place of
work, the remuneration to be paid by the employer,
the terms of payment (at maximum 1-month
intervals), workday, the duration of employment
and the benefits in cash or in kind to be provided
by the employer.

3. Collective Labor
Agreements
Collective labor agreements are agreements
executed between employers and employees with
the purpose of establish common labor conditions,
remunerations or other benefits in kind or money,
for a fixed period of time”. The Collective Contract
must be agreed in writing and must be registered

before the Department of Labor within 5 days
since its execution. Legally, such contracts must be
executed for a fixed term, which cannot surpass
3 years and may not be less than 2. Also, the law
provides the minimum clauses to be included in
these instruments.
The Labor Code also allows for the possibility
that the employer and one or more Unions freely
negotiate a collective agreement, without being
subject to a ruled legal proceeding, which is also
considered a labor collective instrument.

4. Special Labor
Contracts
The law also provides some other special labor
contracts. Each of these contracts have their
own characteristics and specifications, e.g. the
apprenticeship contract which is restricted to
individuals under 21 years of age; farm employees’
contracts; contracts for employees on ships or at
sea and temporary dock employees and contracts
for domestic help.

5. Subcontractor /
Temporary Employees
In Chile it is common that large companies
subcontract companies to perform specific tasks
or render special services such as security and
cleaning services, catering, etc. Chilean law
provides that if the contractor breaches legal or
contractual obligations towards his employees, the
main company (usually called client) can be jointlyliable or bear subsidiary liability. This liability is
extended to labor and social security obligations,
therefore during the term of these contracts the
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principal must permanently verify that contractors
comply with their obligations unto their employees.
Temporary employees supply is permitted only for
exceptional circumstances provided by law and for
a limited time period.

6. Fixed-term/Openended Contracts
The parties may either agree on an indefinite
contract or places limits on terms (to the completion
of a particular job to be performed by the employee,
or else agree on a fixed period of time). In this last
case, the contract’s term cannot exceed one year,
or two years in the case of managers, professionals
and technicians. However, local law allows term
extension, (which cannot surpass the overall time
previously mentioned). If the employee continues
rendering services for the same employer after
the contract term’s expiration, it will automatically
become indefinite.
It is also important to consider that on November
2018, certain changes were introduced to contracts
for a special job task. Under such agreements,
the employee undertakes to execute a specific
and determined job or work (either material or
intellectual). Therefore its validity is limited to the
work itself. The new scheme provides that different
tasks or stages of a specific work may not be
individually considered as two different successive
contracts for it will be legally presumed as indefinite.
Also, any contract engaging permanent services
will not be deemed as a contract for a specific job.
Lastly, these employees are entitled to vacation and
a special kind of termination severance if certain
requirements are fulfilled.
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Ii. WORKING
CONDITIONS
1. Salary
The law considers as remuneration the cash
payments and cash-equivalent benefits in kind
that the employee receives from the employer
on account of the employment agreement. The
remuneration includes base salary, overtime
payment, commissions, profit sharing and bonuses.
The law further indicates that certain payments or
allowances do not constitute remuneration, such
as lunch, family allowance for each charge of the
employee, transportation allowance, etc.
The remuneration must be paid in the agreed fixed
period, which cannot exceed one month. However,
in the case of variable remunerations, this variable
remuneration or commission is usually paid
monthly, bimonthly or quarterly. Other payments
which depend on the quarterly or yearly results of
the company, i.e. bonuses and profit sharing, are
paid at the end of the quarter or business year,
respectively.
The amount of remuneration can be freely
agreed between the employer and the employee.
However, the law sets a minimum level, which in
the case of the monthly base salary for employees
working 45-hour weekly cannot be lower than one
legal monthly minimum wage (CL$276,000; US$425
approximately), as from January 1st, 2018.

2. Profit Sharing
Under the provisions of the Chilean Labor Code,
if a company earns profits, it must share part of
them with its personnel. The law stipulates that
companies must distribute 30% of net profit to
the employees, calculated in proportion to the
employee’s salary. The basis used to determine
profits is the corporate taxable income (subject
to certain adjustments) less 10% of net equity.

However and in lieu of the above obligation, the
employer may pay a bonus of 25% of the yearly
salary, but the bonus in this case, regardless of
the level of salary of the employee, cannot exceed
4.75 monthly minimum wages (at present app.
CL$1.311.000; US$2,016). The company and the
employees may agree on a profit-sharing system
different from those described above, provided the
payment to the employee is not lower than the two
alternatives mentioned above.

3. Maximum Working
Week
The normal workweek is limited to a maximum of
45 hours. This maximum must be worked in no less
than five and no more than six consecutive days.
The normal workday shall not exceed 10 hours.
The workday must be divided into two periods,
leaving between them at least a half-hour break
for lunch, which must not be considered for the
purposes of determining the workday. The law also
indicates some cases in which the rest period is
longer, i.e. restaurants, hotels and club employees.
Working hour limits do not apply to employees
who work for different employers; to managers or
administrators, or to employees who work without
immediate superior supervision or outside the
working premises, factory, etc. Said limits apply
neither to employees who are hired to work outside
the office using telecommunication or computing
media; nor employees whose activities are not of a
steady nature or require only their presence. There
is also an exception regarding stores or commercial
establishments which, in days immediately prior
to Christmas or national holidays, may extend the
workday by two hours. In these cases, the hours
in excess of the 45-hour maximum will be paid as
overtime.
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4. Part Time Work Week
The Labor Code regulates a special contract called
“part time”. The “part time” week duration cannot
exceed 30 hours per week. According to Chilean law,
part time jobs are subject to the same provisions
applicable to regular jobs, with the following
exceptions: i) the maximum profit-sharing payment
can be reduced in accordance to the number of
hours worked, and ii) the parties are able to agree
on different alternatives for workweek distribution,
thus allowing the employer to choose between said
alternatives and select the one that will be used
during the following week or period.

5. Overtime

monthly cap applies. This system is funded through
employees’ contributions.
The Employees’ Compensation Insurance Law
established under Law Nr. 16,744 states the
obligation for companies or establishments with
more than 25 employees to create a Permanent
Safety, Hygiene and Risk Prevention Committee
(Comité Paritario), comprising representatives of
both employers and employees. This committee
is responsible for the adoption of all the measures
needed to avoid work-related accidents and for
recommending the proper use of the safety gear
existing in the company. None of the employees’
representatives in this committee can be dismissed
while sitting on the committee, without prior
authorization of the labor courts.

Overtime, which is defined as the time worked
by the employee in excess of the legal or agreed
workday, if shorter- shall be agreed only to take
care of necessities or temporary situations of the
company, which are all those circumstances that,
while not permanent in the company’s productive
activity and deriving from occasional events or
from unavoidable factors, do imply a greater work
demand in a certain amount of time (but not
more than 2 overtime hours per day). Overtime
work agreements shall be evidenced in writing
and be temporarily effective over a period not
exceeding three months, renewable by agreement
of the parties. However, the permanence of the
circumstances that originated them, which by
no means shall affect the occasional character of
the overtime work, will determine the limit for
its renewals. Overtime must be paid with a 50%
surcharge.

6. Health and Safety in
the Workplace
Chile provides a public and private medical system
for employees including preventive and curative
health care. The preventive medical service
provides for periodic medical checks. When
employees are found to suffer a specific illness, they
are granted sick leave. During periods of sick leave
the employer cannot terminate the labor contract
without cause, but the medical system pays the
salary starting on the fourth day of illness or the
first day in case of leaves exceeding 10 days. A
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iii. ANTI-DISCRIMINATION
LAWS
Extent of Protection
to Employees with
Disabilities
On 2018 and Law No. 21,015 came into effect.
Under it, any company that has 100 or more
employees has to hire or keep hired, within the
total of its employees, at least 1% of employees (i)
with disabilities, or; (ii) assignees of an invalidity
pension, regardless of the pension system. This
quota is determined on a yearly basis and informed
annually to the Department of Labor.
The law provides alternative options to comply
with this obligation either by (i) executing services
agreements with other companies (contractors)
that have complied with the hiring quota, or else (ii)
making money donations to foundations projects
aimed to train, rehabilitate and promote people
with disabilities hiring. Either of these options must
be chosen if the direct hiring quota is impossible to
fulfill (although employers are not required to fill
them until 2020).
The Department of Labor has determined that in
the event that the company partially complies with
the 1% contract required by law, the difference can
be complemented by any of the alternative means
of compliance mentioned above. The foregoing is
based on the interpretation that said alternative
measures of compliance can supply part of the
obligation as well as its whole.
Lastly, it is important to say that this law also provides
that companies with 200 or more employees must
fulfill the minimum hiring quota (or any alternative
measure) as of April 1st 2018, whereas companies
between 100 and up to 199 employees are legally
bound to fulfill the hiring quota as from April 1st,
2019.
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IV. AUTHORISATIONS FOR
FOREIGN EMPLOYEES
1. Requirement for
Foreign Employees to
Work
The law states that regarding Companies with 25 or
more employees hired, at least 85% of them must
be Chilean citizens. To determine this ratio, the
law excludes technicians. For these purposes the
law deems the following persons as Chileans: (i)
foreigners whose spouse or civil partner or whose
children are Chilean, including widows or widowers
of a Chilean spouse; and (ii) foreigners who have
resided in the country for more than five years, not
considering accidental absences.

2. Taxes
a. National Employees
Remunerations of employees are subject to a
monthly Second Category Income tax, under a
progressive tax scale to be deducted at source by
the employer. This tax is payable by the company to
the Treasury within the first 12 days of the month
following that of the deduction. Currently, the tax
brackets range from exemption to a 35% tax rate.

b. Foreign Employees
Foreign employees rendering services in Chile and
also domiciled or residing in Chile are likewise
subject to the Second Category tax as explained
above.

tax is payable to the Treasury within the first 12
days of the month following that in which the tax
was deducted. However, the rate for said additional
tax shall be 20% in case the foreign employee
with no residence or domicile in Chile receives
remunerations from a Chilean source, originating
in the provision of scientific, cultural or sports
services. Likewise, the tax rate shall be 15% if such
employee is remunerated by a Chilean source,
originating from the provision of services deemed
to be professional or technical.
The tax law does not contain a definition of
domicile, and in the absence of such definition the
general provisions of the Civil Code apply. Under
these provisions, domicile is acquired whenever
sufficient evidence exists that the foreigner is
coming to live in Chile for a reasonable period of
time, i.e. if he is hired under a labor contract for
one year or more, assumes an executive position in
the company, brings his family, etc.
In the case of residence, the Tax Code does provide
a definition, indicating that residence is acquired
when the foreigner stays in Chile for more than six
continuous months in any single year or more than
six months, whether uninterruptedly or not, in any
two consecutive tax years.
In the case of foreigners, during their first three
years of residence in Chile they must pay taxes
as indicated above only on their Chilean source
income and this three-year term may be extended
by the tax authorities. After the three-year term or
its extension is over, the foreigner must pay taxes
on worldwide income.

As a general rule, foreigners neither domiciled
nor residing in Chile and working in Chile are
subject to a flat 35% Additional Income tax to be
deducted by the company that employs them in
Chile upon payment of the salary or fee, and the
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V. TERMINATION OF
EMPLOYMENT CONTRACTS
1. Grounds for
Termination
The Labor Code establishes provisions regarding the
termination of the labor contract and employment
stability. Under this statute the labor contract may
only be terminated by agreement of both employer
and employee, by the employee’s resignation, by
the death of the employee, by the expiry of the
fixed term agreed upon in the contract, by the
completion of the work for which the employee
was hired, by an act of God or circumstances
beyond the control of the parties (force majeure)
and upon dismissal by the employer.

2. Severance Pay
If the employer dismisses the employee based on
the general grounds known as “company’s needs,”
such as changes in economic conditions, downsizing
of the company, or in case of termination at will
(when law permits it), the following severance
compensations will be awarded to the employee:
i) Severance compensation for years of services:
amounting to one month’s remuneration for each
year or fraction thereof in excess of six months
spent in the service of the same employer, with a
limit of 330 days’ worth of remuneration. However,
for the purposes of calculating this severance
compensation, the law stipulates that the basic
monthly remuneration cannot exceed a maximum
of 90 “Unidades de Fomento” (approximately
US$3,655), which cap may be waived by the parties;
ii) If the dismissal notice is not given 30 days in
advance, the employee will be entitled to receive
a severance compensation equivalent to one
month’s remuneration (same cap above applies).
If the employer does not pay the above severance
to the employee, some increases may apply up to
150%.

Nevertheless, if the employee is dismissed for
cause, i.e. serious breach of contract by the
employee, material misconduct, etc., no right to
severance compensation arises for the employee.
However, the employee may contest the dismissal
before the Labor Courts and if the Courts rule
in favor of the employee, the company will be
obliged to pay the severance indicated above plus
an additional penalty of up to 100% of the abovecalculated severance compensation, depending on
the termination cause invoked.
According to article 162, 5th paragraph, of the Labor
Code, if at the time of dismissal the social security
contributions are not duly paid, the dismissal
will not result in terminating the labor contract.
Consequently, the employer could be forced to pay
the remuneration and other payments established
in the labor contract to the employee until these
social security contributions are finally duly paid.

3. Settlement
Agreements
Labor release settlement agreements must be
made available to the employee within 10 work
days after him/her separation.
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vI. TRADE UNIONS AND
EMPLOYERS ASSOCIATIONS
Rights and Importance
of Trade Unions
Unions are regulated by the Labor Code, which
recognizes the autonomy of these organizations.
Under the law, their main purposes are to represent
the employees in exercising their rights, foster
integration between employers and employees,
check compliance with social security and labor
legislation, help their members, promote education
and improvement of safety in the work place
and provide non-profit services to the members.
Employees are free to join a union or refrain from
these organizations. Employees may join only one
union in a single company. Under the law, more
than one union may exist in each company.
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vii. EMPLOYEE BENEFITS
1. Social Security

a. Foreign Employees

In 1980 the Government introduced a major change
in the Chilean Social Security system, making a
transition from Government-administrated pension
and managed healthcare systems, to contributions
made to funds administrated by private entities
subject to overall Government control.

In the case of foreign employees, as a general rule,
they must also pay social security contributions as
indicated above. However, Law Nº 18,156 grants
exemption from social security contributions to
foreign technician employees and the company that
contracts them, provided that certain conditions
are met:

Under Decree Law Nº 3,500 of 1981, old-age pensions
are financed exclusively by the employees through
contributions that are accumulated in individual
accounts at entities known as Administradoras de
Fondos de Pensiones (AFP). For these purposes,
employees must contribute 10% of their monthly
remuneration up to a maximum of 79.3,7 Unidades
de Fomento (currently approximately US$3,500).
In addition, employees must contribute a 7% of
their monthly remuneration for medical care,
also up to a 79.3 UF cap. Finally, the employers
must contribute between a 1% and 1.5% of the
employee’s remuneration for disability and survival
insurance (SIS).
For purposes of labor and social security legislation,
work may begin, as a general rule, at the age of 18
and retirement may occur at the age of 65 for men
and at the age of 60 for women. Nevertheless, the
Social Security System contains provisions which
allow for early retirement in certain cases. In Chile,
retirement is not a legal cause of termination.

2. Healthcare and
Insurances
The Social Security system covers all employees,
including independent employees. The latter
are legally obliged to contribute to a mandatory
insurance that covers old age, disability and
survivorship insurance.

1) The expatriate subscribes to a social security
system outside Chile covering at least illness,
pension, disability and death.
2) The employee expressly declares in his
employment agreement that he will remain
affiliated and paying the foreign social security
system.

b. Accidents or Professional
Illness
Insurance for accidents or professional illnesses
provides for medical and dental attention,
hospitalization and medicine as well as indemnities
(depending on the type of disabilities suffered) and
related expenses.

c. Unemployment Insurance
Unemployment insurance is financed on a tripartite
basis, as the contributions are paid by the employer,
the employee (2.4% and 0.6% of the employees’
taxable remuneration up to a maximum of 119 UF,
respectively) and the government. This insurance is
mandatory for every employee hired after October
1st, 2002, whereas it is discretional for those
employees hired before said date. In the case of
fixed-term contracts, the entire contribution (3%)
is exclusively financed by the employer.
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3. Required Leave
a. Holidays and Annual Leave
Sundays and days legally established as holidays
shall be nonworking days, except for activities
authorized by law to be performed on those days,
companies exempted from the above prohibition
must compensate their employees with a paid day
off in exchange for worked Sundays or holidays.
However, in certain activities, at least two rest days
in the month must be granted on Sundays. When
more than one paid day off is accumulated in one
week, the parties may agree on a special distribution
or on a special remuneration mechanism. In this
last case, remuneration for the compensated rest
day has a surcharge that cannot be less than 50%.
Employees who have worked for more than one
year have the right to an annual paid vacation
of 15 working days. After working ten years,
continuously or not, for the same or different
employers, vacations are extended by one working
day for every three years of service. In case of
employees who work in the 11th and 12th Regions
of the country and the province of Palena, the basic
vacation period is 20 days.

b. Maternity / Paternity Leave
Female employees are entitled to six weeks leave
before (prenatal leave) and twelve weeks after
(postnatal leave) the birth of a child, on full pay.
This payment is made by the Social Security system
and not by the employer. In addition, women
cannot be dismissed during pregnancy and for a
period of one year as from the end of the postnatal
leave, other than with prior authorization of a labor
court. Additionally, to the referred postnatal leave,
exists a supplementary permit that as a general
rule, provides a 12 weeks’ permit after the end
of the postnatal dispensation of the mother, on
full pay. Nevertheless, the mother entitled to this
benefit may choose to return to her job in a part
time schedule, in which case the parental permit
and subsidy is extended to 18 weeks. In this case,
the subsidy granted by the Social Security System is
reduced to 50% of its salary and the employer must
pay, at least, 50% of the remuneration set forth in
the labor agreement and all variable remuneration
to which she is entitled. Likewise, the mother may
benefit the father of the child by granting him part

of the parental leave. In this case, the subsidy will
be paid according to the salary of the father.
When the health of a child under one year of age
requires attention at home as a result of a serious
illness, which circumstances will be demonstrated
through a medical certificate issued by the services
in charge of the infant’s health, the employee
mother will be allowed to an employment leave and
subsidy allowance in cases of prenatal, postnatal
and paternal postnatal leaves, during the period
prescribed by the health service. If both parents
are under a labor agreement, either one of them, at
the mother’s choice, will be able to use this permit
and will be entitled to the corresponding subsidy
allowance. However, the father will be entitled
to these rights in case the mother of the child is
deceased or if the legal custody has been granted
by a judicial ruling.
Additionally, the employee who has been entrusted
by a court of law with the personal care of a child
less than one year old, as a protection measure,
shall also be entitled to such leave and subsidy
allowance. This right shall be extended to the
spouse or civil partner mentioned above.
Establishments with more than 20 female
employees, regardless of their age or marital status,
must provide a nursery service for children under 2
years old. Employers may contribute to an external
nursery school to provide such service. While the
women are feeding their babies, they must be
granted one hour a day for this purpose.

c. Any Other Required or
Typically Provided Leave(s)
In the event of the death of a child, spouse or
civil partner, every employee shall be entitled to
7 calendar days of paid permit, in addition to the
legal vacations to which the employee is entitled
to. In this case, the employee shall also be entitled
to labor protection or immunity for one month,
as from the date of death, thus entailing that said
employee cannot be fired unless a labor court has
previously authorized such dismissal. However,
regarding employees hired for a fixed term or
for a specific task or service, labor privilege shall
favor them only during the effective term of the
corresponding employment contract if said term is
less than one month, without requiring the court’s
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authorization. This permit shall amount to three
business days in the event of death of a child during
pregnancy, as well as in the event of death of the
worker’s father or mother, albeit without granting
the benefit of labor privilege or immunity.

4. Pensions: Mandatory
and Typically Provided
Indemnities are granted in the form of a pension
to the injured employee or to his/her spouse
and dependent children in case of death of the
employee. The Employees’ Compensation Fund
is funded through a base contribution (made by
the employer) of 0.95% of the employee’s salary
(with a cap of 75,7 U.F. per base salary), plus an
additional payment, which must be borne by the
employer exclusively depending on the activity and
level of risk of the company (additional rate from
0% to 3.4%).

5. Any Other Required
or Typically Provided
Benefits
Employers have no legal obligation to provide
fringe benefits, other than benefits which may
be voluntarily agreed in individual or collective
contracts or agreements. Pension and sickness
benefits are covered by the Social Security system.
There is no legal obligation to provide catering
facilities and meals.

Ricardo Tisi, Partner
Cariola Díez Pérez-Cotapos
rtisi@cariola.cl
+562 2360 4028
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CARIOLA DÍEZ PÉREZ-COTAPOS

L&E GLOBAL chile

The Labor and Social Security practice group at Cariola
Díez Pérez-Cotapos provides advice and counsel
on all aspects of the laws and regulations governing
labor and social security activities in Chile. Our
services include drafting and preparing all kinds of
employment contracts, suited to all forms of contract
arrangements allowed under current legislation;
structuring compensation and benefits packages,
stock option programs, and preventive labor audits;
supporting corporate restructuring processes with
labor impacts; and counseling in service outsourcing
processes. We draft employment contracts with
expatriate staff and prepare and monitor applications
for work permits and visas. We provide support in all
areas of interest to expatriate executives who reside in
Chile. We also advise companies throughout collective
bargaining processes, both with unions as well as
with groups of workers. We provide assistance in the
event of strikes and we prepare and draft collective
bargaining agreements. Cariola Díez Pérez-Cotapos is
consistently recognized as a leading firm for its labor
and employment law practice by industry insiders
including Chambers, The Legal 500 and the Latin
Lawyer 250, among others.

Contact Us

For more information about L&E Global, or an initial
consultation, please contact one of our member
firms or our corporate office. We look forward to
speaking with you.
L&E Global
Avenue Louise 221
B-1050, Brussels
Belgium
+32 2 64 32 633
www.leglobal.org

This memorandum has been provided by:
Cariola Díez Pérez-Cotapos
Av. Andrés Bello 2711, Piso 19.
Santiago, Chile
P +56223604000
www.cariola.cl
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This publication may not deal with every topic within its scope
nor cover every aspect of the topics with which it deals. It
is not designed to provide legal or other advice with regard
to any specific case. Nothing stated in this document should
be treated as an authoritative statement of the law on any
particular aspect or in any specific case. Action should not
be taken on this document alone. For specific advice, please
contact a specialist at one of our member firms or the firm
that authored this publication. The content is based on the
law as of 2017.
L&E Global CVBA is a civil company under Belgian Law that
coordinates an alliance of independent member firms. L&E
Global provides no client services. Such services are solely
provided by the member firms in their respective jurisdictions.
In certain circumstances, L&E Global is used as a brand or
business name in relation to and by some or all of the member
firms.
L&E Global CVBA and its member firms are legally distinct and
separate entities. They do not have, and nothing contained
herein shall be construed to place these entities in, the
relationship of parents, subsidiaries, agents, partners or joint
ventures. No member firm, nor the firm which authored this
publication, has any authority (actual, apparent, implied or
otherwise) to bind L&E Global CVBA or any member firm in
any manner whatsoever.
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