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Bill Title: Protection of employees; covenants not to compete; discharged employees.

Bill Summary: Provides that no covenant not to compete, as such term is defined in existing law, between an
employer and an employee is enforceable if such employer discharges such employee from employment
without providing severance benefits or other monetary payment to such employee that is disclosed upon
execution of the covenant not to compete, unless the employee is discharged for cause. The bill expands
employee civil remedies and retaliation protections beyond low-wage employees, extends existing civil
penalties to cover violations of the new severance-related prohibition, clarifies that nondisclosure agreements
remain permissible, and specifies that the amendments apply prospectively to agreements entered into,
amended, or renewed on or after July 1, 2026.

Budget Amendment Necessary: Yes, see Fiscal Items Impacted: 352 SB30
Analysis
Explanation: This bill involves the Department of Labor and Industry (DOLI). A general fund budget
amendment is required to implement the provisions of the bill.

Fiscal Summary: It is anticipated that this bill will result in a general fund expenditure impact on DOLI and an
indeterminate general fund revenue impact; DOLI anticipates requiring up to three positions and up to
$396,557 annually in additional general fund support.

General Fund Expenditure Impact:

Agency FY2026 FY2027 FY2028 FY2029 FY2030 FY2031
DOLI (181) 0 $258,650 $258,650 $258,650 $258,650 $258,650
TOTAL 0 $258,650 $258,650 $258,650 $258,650 $258,650

Position Impact:

Agency FY2026 FY2027 FY2028 FY2029 FY2030 FY2031
DOLI (181) 0 2 2 2 2 2
TOTAL 0 2 2 2 2 2

Fiscal Analysis: This impact statement is final. The number of cases requiring review and investigation is not
known at this time; however, utilizing Virginia labor market separation data and estimating the number of
inquiries the department may receive, DOLI has developed an estimated workload and potential expenditure
impact.
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Beginning in FY 2027, it is anticipated that this bill will result in a general fund expenditure impact ranging
from $258,650 to $396,557 annually, with a position impact ranging from two to three FTEs at DOLI. The
upper bound reflects the addition of two Compliance Officers and one Program Specialist. The lower bound
reflects a staffing level of one Compliance Officer and one Program Specialist. Budget amendments adopted
by the Senate include $4.8 million in the first year and $2.8 million in the second year, from the general fund,
and 10 positions to implement labor law legislation.

The fiscal impact arises from the bill’s expansion of noncompete enforcement and the addition of a severance
and monetary payment-based enforcement standard subject to civil penalties. The bill assigns DOLI
responsibility for receiving complaints, conducting investigations, and administering civil penalties of $10,000
per violation. These responsibilities create new enforcement workload beginning in FY 2027, as each case
requires staff time for intake, review of employment agreements, evaluation of discharge circumstances, and
documentation of findings. The agency indicates that it cannot absorb the additional workload, as current
compliance staff are fully allocated to existing labor standards enforcement responsibilities.

Estimates provided by DOLI are based on Virginia labor market separation data indicating approximately
52,000 separations annually. The agency applied an assumed inquiry rate of ten percent, estimating
approximately 5,200 constituent contacts, with two percent of those contacts, or approximately 104 cases,
escalating to formal investigations. Based on this estimated caseload, DOLI indicates that up to two
Compliance Officers may be required to investigate cases and support enforcement actions, along with one
Program Specialist to manage intake, tracking, and constituent communications.

The bill may increase state revenues through expanded assessment of civil penalties for violations of § 40.1-
28.7:8, Code of Virginia, including violations of the newly created severance and monetary payment-based
prohibition. All civil penalties are deposited into the general fund. The magnitude of any revenue increase is
indeterminate and dependent on enforcement activity and employer compliance rates.

Budget amendments adopted by the Senate provide $4.8 million in general fund support in FY 2027 and $2.8
million in FY 2028, and 10 positions, for the department to hire additional personnel for labor law
enforcement.

Other: None.



