Stricken language would be deleted from and underlined language would be added to present law.

State of Arkansas .
94th General Assembly A Blll

Regular Session, 2023 HOUSE BILL 1628

By: Representatives S. Meeks, Gazaway
By: Senator M. Johnson

For An Act To Be Entitled
AN ACT TO PROHIBIT COVENANT NOT TO COMPETE
AGREEMENTS; TO AMEND THE LAW CONCERNING A COVENANT
NOT TO COMPETE AGREEMENT; AND FOR OTHER PURPOSES.

Subtitle
TO PROHIBIT COVENANT NOT TO COMPETE
AGREEMENTS; AND TO AMEND THE LAW
CONCERNING A COVENANT NOT TO COMPETE
AGREEMENT.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 4-75-101 is amended to read as follows:

4-75-101. Covenant not to compete agreements — Prohibited — Definitionm.
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(a)(1) A "covenant not to compete" means a covenant or agreement,

including a provision of a contract of employment, between an employer and

employee that restrains, prohibits, or otherwise restricts an individual’s

ability, following the termination of the individual’s employment, to compete

with his or her former employer.

(2) A covenant not to compete includes every written or oral

covenant, agreement, or contract by which an employee or independent

contractor is prohibited or restrained from engaging in a lawful profession,

trade, or business of any kind.

(3) A covenant not to compete does not include a:

(A) Nonsolicitation agreement;

(B) Confidentiality agreement;

(C) Covenant prohibiting use or disclosure of trade

secrets or inventions;

(D) Covenant entered into by a person purchasing or

selling the goodwill of a business or otherwise acquiring or disposing of an

ownership interest; or

(E) Covenant entered into by a franchisee when the

franchise sale complies with the Arkansas Franchise Practices Act, § 4-72-201

et seq.

(b) A covenant not to compete agreement is prohibited in this state.

(c) An individual who makes an agreement with an employer, whether in

writing or verbally, not to compete with the employer after the employment

relationship has been terminated, shall be permitted to engage in the same

business as that conducted by the former employer or in a similar business as

that conducted by the former employer as long as the former employee does not

directly solicit the sale of goods, services, or a combination of goods and

services from the established customers of the former employer.
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