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Introduction

Paul Stringer, Partner

Paul.Stringer@cowgills.co.uk

Paul worked for PwC before joining Cowgill Holloway in 2000.

In 2005 he became a partner within the corporate finance team.

Paul has extensive experience in growth strategies, sales, acquisitions, MBOs and funding

proposals. He looks after our in-house corporate finance team, which has an impressive track

record of advising on successful business sales and acquisitions.
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Our corporate finance team work across many industries, but specialise in

the recruitment, healthcare and support services sectors. We provide

advice to shareholders from start to finish on mergers, acquisitions and

business sales, either to trade, investors or private equity acquirers.



What we will cover today:

1. Growing your recruitment business

2. The three factors that affect value (and how to influence 

them)

3. How to structure a deal to maximise the value of your 

business

Agenda
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Growing your recruitment business

There are three common ways your business can grow:

1. Organically

2. By acquisition – distressed or trade

3. By merger
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The 3 factors that affect value…

And how to influence them

1. Profit

2. Multiple

3. Debt
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What profits?

1. Normally EBITDA: Earnings Before Interest, Taxation,

Depreciation and Amortisation

2. Want estimate of future but often based on historic results

3. Not just the profits shown in the accounts

4. Adjustments:

• Directors’ remuneration

• Non-business costs

• Non-recurring costs
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What multiple?

1. Reflects riskiness of business

2. Higher multiple if you can show profit growth

3. Higher multiple if long term contracts

4. Purchaser’s need to acquire

5. Different for private and public companies
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Debt free OR cash free???

1. Multiple of profits is ‘Enterprise Value’

2. Based on pre-interest profits therefore adjust for cash and 

debt

3. What’s in debt?

4. Normalised working capital

Recruitment Leaders’ Lunch



Structuring the deal

A deal can be structured in two ways:

1. Sale of shares

2. Sale of assets
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Sale of shares

1. What cash is going to be generated?

2. Net assets: balance sheet value

3. Discounted cash flow: future cash to be received discounted back

4. Multiple of profits

5. “Cash free/debt free”
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Sale of assets

1. Not normally the best way to sell 

2. Value of assets

a) Fixed assets

b) Debtors

c) Goodwill

3. Goodwill is a function of profit

4. Corporation tax on disposal of assets in a company

5. Entrepreneur’s relief
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Number of transactions involving 

recruitment companies – over the last 5 years

Source: Corpfin © 10th February 2016
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7 tips to maximise the value of your business

1. Plan your exit, it doesn’t happen overnight

2. Understand how it would be valued by others

3. Identify where the real value is in your business

4. Position the business to make it attractive to a buyer

5. Build a strong management team for succession

6. Get more than one potential buyer

7. Take advice at an early stage



Manchester

Telephone: 0161 827 1200

6th Floor

Sunlight House, Quay Street

Manchester, M3 3JZ

Liverpool

Telephone: 0151 203 7900

5th Floor, Yorkshire House

18 Chapel Street

Liverpool, L3 9AG

www.cowgills.co.uk | enquiries@cowgills.co.uk | @Cowgills

Disclaimer: This presentation is for general guidance only and should not be used for any other purpose, Cowgill Holloway LLP

Bolton

Telephone: 01204 414 243

Regency House

45-53 Chorley New Road

Bolton, BL1 4QR



Contact us
Paul Stringer
Corporate Finance Partner

Cowgill Holloway LLP

Paul.Stringer@cowgills.co.uk

01204 41 42 43

www.cowgills.co.uk | enquiries@cowgills.co.uk | @Cowgills
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Business Protection - Restrictive Covenants

Liz Cotton Partner Employment 



The Brief

Practical session for 
employers on:

• identifying areas requiring 
protection; 

• analysing whether your 
business is adequately 
protected; and

• Strategies to minimise 
risk.



When do problems tend to surface?
• Recruitment Stage

– Enforceability of prospective recruits current restrictions;

– Potential liability for prospective employer if do recruit;

– Drafting of new restrictive covenants;

• During employment 

• Departing employees/ Team moves

– Integrity of confidential information;

– Breach of contract/restrictive covenants;

– Workforce stability

– Exploitation of employer’s goodwill



Sources of Liability

• Express & Implied Contractual terms 

• Post-termination restraints 

• Equitable obligations 

• Economic torts 

• Accessory liability in equity 



Potential Remedies

• Damages 

• Injunction

• Equitable remedies

• Profits

• Legal spend 



Identifying your Business’ Crown Jewels!



Do you have adequate protection
• Key issues to focus on:-

• What role does the employee do?

• What is his or her status?

• What legal obligations is the employee subject to?

• Enforceability

• Breach

• Relevant to all scenarios in above page



Why is the employee’s role important?

Helps to identify:

• The importance of the individual for the business

• The part of the business that might be threatened by 

competitive activity



Why is status so important?

• Determining the legal 

status of the individual 

will identify which legal 

obligations they are 

subject to.



Status: the standard options

(1) Employee

(2) Director

(3) Other fiduciary

(4) Consultant

(5) Partner

(6) Agent



Key documentation to review
• Contract of employment/ LLP Agreements;

– Confidentiality

– Garden Leave /Post Termination Restrictive Covenants

– Social Media considerations & company property

• Other agreements – Sale and Purchase Agreement

• Staff handbook

• Correspondence or discussions during recruitment

• Variations to terms and conditions



Restrictive Covenants- Are they 

enforceable?



General Principles

• Doctrine of restraint of trade;

• There must be a legitimate business interest to 

protect;

• The restriction must go no further than is 

reasonably required to protect the legitimate 

business interests of the employer?



Legitimate Business Interest?

• Must protect a legitimate proprietary interest :

– Customer trade connections with clients suppliers

– Workforce stability

– Trade secrets and confidential information

– Not exhaustive list’ 



Typical forms of PTR

• Geographical

• Non-compete

• Non-solicitation

• Non-dealing

• Non-poaching

• Non-disclosure of confidential information



Reasonableness
• Assessed on a case by case basis. 

• The 5 stage test in TFS Derivatives v Morgan 
[2005] :
1. What does the covenant mean when properly 

construed?

2. Does the employer have a legitimate interest(s) requiring 
protection?

3. Is it reasonable, i.e. not wider than necessary?

4. If so, should discretion be exercised to grant the 
injunction?

5. If not, it is void and unenforceable



Approach to reasonableness: key points

• Reasonableness is assessed at the date the covenant was entered 

into, and the parties’ respective positions at that time, not at the 

date of the dispute: Gledhow Autoparts v Delaney [1965] 

• Salary not of particular significance when determining 

reasonableness: Norbrook Laboratories v Adair [2008] 

• (However, status of the employee is: Bartholomews Agri Food Ltd 

v Thornton [2016] EWHC 648 (QB) (employee was trainee when 

covenant entered into)





Non-compete

• Traditionally harder to enforce

• Most powerful weapon for employer

• These are prima facie restrictions against 

competition take care to ensure that there is a 

legitimate interest and that steps have been 

taken to narrow the restriction



Non-compete continued…

• Questions to consider:

– Does the clause in fact restrict competition (e.g. has the 

business changed since the clause was entered into: Phoenix 

Partners v Asoyag [2010] IRLR 594)

– Does the clause define competing business?

– Is the competing business limited to that in which the employee 

was engaged?

– Does the clause place a pre-termination time limit on the 

employee’s connection with such business?



Non-solicitation/non-dealing

• Consider the following:

– Is the covenant limited to just the employer’s clients (rather than 

prospective)? 

– Is it limited to clients with whom the employee has had 

dealings?

– To what extent will or did the employee have contact with clients 

and/ or have the chance to influence them?

– What proportion of the employer’s overall clients did the 

employee have contact with?

– What is the period of the restriction?



Non-poaching

• Designed to protect the legitimate interest of 

workforce stability

• Often the most potent weapon in actual or 

threatened team move situation where a senior 

ex-employee is the ringleader



Non-poaching cont.…

• Questions to ask yourself:

– What is the seniority of the employee?

– Were they in a position of influence over other employees?

– Does the covenant place a limit on those employees who cannot 

be poached (e.g. with reference to seniority and/or those with 

whom the employee has had dealings)?

– Does the size of the workforce justify a blanket restriction?



Important points to note:
• Employer in repudiatory breach – clause not binding;

• PILONS and restrictive covenants

– If in contract, summary termination won’t breach contract;

– Cost of paying not just basic salary during notice.

– Might be more expensive than just paying damages for WD 

however the former will preserve the restrictions.

• Garden Leave;  

• TUPE transfers - acquisitions



Summary of Key points
• Properly drafted clauses can and will be enforced by 

courts;

• Take the opportunity to review your existing practices;

• Identify and be aware of what it is you need to protect;

• Satisfy yourselves that you have adequate protection in 

place to avoid later difficulties.
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Maximising the value of 

your brand.
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Agenda

➡ The importance of brand equity

➡ Defining your brand

➡ How to give your brand meaning

➡ Importance of working from the inside out

➡ The ability to provide thought leadership

➡ Building loyalty
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The importance of brand equity.
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Defining your brand.

1. What is your company's mission?

2. What are the benefits and features of your recruitment services?

3. What do your stakeholders think of your company?

4. What qualities do you want them to associate with your company?

5. Do your research. Learn the needs, habits and desires of your 

current and prospective clients and candidates. Don't rely on what 

you think they think. Know what they think.
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How to give your brand meaning?

➡ Design a great logo

➡ Formulate  your brand messaging

➡ Integrate your brand

➡ Create a "voice" for your company that reflects your brand

➡ Develop a tagline

➡ Design templates and create brand standards 

➡ Be true to your brand

➡ Be consistent
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Work from the inside out….
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Provide thought leadership.

“Thought leaders are the informed opinion leaders and the go-to 

people in their field of expertise. They are trusted sources who move 

and inspire people with innovative ideas; turn ideas into reality, and 

know and show how to replicate their success.”

➡ Create personas

➡ Be personally credible

➡ Be edgy

➡ Keep it simple
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Build loyalty.
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Q & A

Thank you

@I_COM

If you would like further information regarding the online 

recruitment services that we offer or details on our Recaza 

platform please contact me on 0161 402 3170.


