
Key elements of Remuneration Policy –  Executive Directors   

Base  salary 

Purpose/link to strategy     Operation Levels of payout Performance measures and periods 

To attract and retain  

executives of the  

calibre required to  

implement our  

strategy 

Cash salaries are normally reviewed annually with  

effect from 1 January. Salaries are set taking into  

account: 

• market data from both Towers Watson and  

Deloitte (or other appropriate data providers) for  

a cross-section of companies of a similar size  

and complexity at the time of review 

• scope and responsibilities of the role 

• external economic environment 

• individual skills and experience 

• contribution to overall business performance 

• pay conditions for other colleagues based in the  

UK and other regions which are considered by  

the Committee to be relevant for that executive 

factors described under ‘Operation’  

and salary increases are considered in  

this context. 

While there is no maximum salary level,  

the Committee would normally expect  

percentage pay increases for the  

Executive Directors to be broadly in line  

with other colleagues in relevant  

regions. However, higher increases may  

be awarded in certain circumstances,  

where the Committee considers this  

appropriate, such as: 

• where a new Executive Director has  

been appointed to the Board at a  

lower than typical market salary to  

allow for growth in the role, then  

larger increases may be awarded in  

following years to move salary  

positioning closer to typical market  

levels as the executive grows in  

experience 

• where the Executive Director has been  

promoted or has had a change in  

responsibilities, salary increases in  

excess of the above level may be  

awarded 

• where the positioning of an Executive  

Director’s salary has fallen significantly  

behind market practice 

In exceptional circumstances, where  

a Non-executive Director temporarily  

takes up an executive position, salary 

increases for the Non-executive Director  

may be awarded as appropriate. 

Salary policy is to set base salary at an     The payment of salary is not 

appropriate level taking into account the  dependent on achieving performance 

targets although individual  

performance is taken into account  

when setting salary levels and  

determining any salary increases. 

Annual bonus 

Purpose/link to strategy Operation Levels of payout Performance measures and periods 

exceptional business  

performance against  

annual financial,  

strategic and 

to Company  

performance 

Recognise and The annual bonus is paid in cash each year after the 

reward the delivery of   Committee has reviewed performance against 

targets, which are set around the beginning of each 

year for each Executive Director, taking into  

consideration the underlying performance of the  

business. 

The Committee may reduce bonus payments in 
operational goals and   respect of the current year or future years (potentially 
individual contribution  to nil) in the event of a material misstatement of the 

Company’s audited results for the current year or  

prior years, serious reputational damage or loss to  

the group as a result of an individual’s serious 

Committee, in its discretion, considers that this  

treatment is appropriate. 

A clawback provision exists to give the Committee,  

in the same circumstances to malus, the ability to  

recover sums already paid for up to two years after  

payment. 

on-target bonus opportunity of 50% of  

base salary and a maximum bonus  

opportunity of 100% of base salary  

(before the application of the individual  

performance modifier). The Committee  

does not propose to increase the  

threshold payment of 10% in 2016. 

An individual performance modifier,  

based on individual performance as 
misconduct, or in any other circumstances where the   measured by the Company’s 

performance and development review 

the opportunity stated above to further  

recognise individual contribution to  

business performance. The maximum  

payout will not exceed 120% of base  

salary. 

Bonus payouts start to accrue at a level The annual bonus is normally linked  

of up to 20% of base salary for meeting to a mix of financial elements and  

threshold levels of performance, with an  other key strategic performance 
targets, including achievement of  

personal objectives where  

appropriate. Performance is tested  

over a one year performance period.  

Financial elements will always include  

a profit measure and may include one  

or more of cash and revenue. 

At least 50% of the bonus will be  

based on financial measures. Financial  

measures may be linked to group  

performance or the executive’s specific 

process, may also increase or decrease  area of responsibility, if appropriate. 

The Committee reserves the right to  

change the measures in future years  

to ensure alignment with business  

strategy and shareholder interests,  

subject to at least 50% of measures  

being financial in nature. 
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exceptional business  

performance over 

the long-term and to 

growth in value for  

shareholders 

To act as a retention  

tool for Executive  

Directors 

incentivise delivery of   nil-cost options or conditional shares) with a face 

value set by reference to a multiple of base salary. 

Award levels and performance conditions are set to  

support the business’s long-term goals and seek to 

create alignment with   
reflect market practice and shareholder guidance. 

level, relative to companies of comparable size and  

complexity. 

A malus provision exists to give the Committee the 

vested (potentially to nil) in the event of a material 

misstatement of the Company’s audited results, 

that this treatment is appropriate. 

A clawback provision exists to give the Committee,  

in the same circumstances as malus, the ability to  

recover sums already paid for up to two years  

following vesting. 

Awards normally vest after three years subject to the  

Committee’s assessment of the achievement of the  

relevant performance conditions and underlying  

performance. Awards may be settled in cash. 

The exercise period for awards in the form of nil cost  

options extends from the date of vesting to the tenth  

anniversary of the award being made. If nil cost  

options remain exercisable at the tenth anniversary of  

grant then they will be exercised automatically on a  

participant’s behalf. 

Awards may be: 

(a)adjusted in accordance with the rules in the event  

of a variation of the Company’s share capital,  

demerger, special dividend or similar event that  

materially affects the price of shares; and 

(b)amended in accordance with the PSP Rules. 

200% of base salary for Executive  

Directors. 25% of the award shall vest  

for meeting threshold levels of  

performance. 

This limit of 200% of salary may be 

Award levels are generally set at a market competitive    increased to 250% of salary in 
exceptional circumstances as  

determined by the Committee. 

Vested PSP awards may include 

ability to scale back awards granted that have not yet   dividend equivalents (or shares) that 
accrue by reference to the period  

between grant and vest or exercise 

serious reputational damage or loss to the group as a  date. 

result of an individual’s serious misconduct, or in Shares under vested awards may be 

other circumstances where the Committee considers    transferred to an Executive Director’s 
pension scheme. 

These limits are in both the original  

2006 PSP Rules and in the proposed  

2016 PSP Rules which will be  

submitted for approval by shareholders  

at the May 2016 AGM. 

Performance Share Plan (PSP)1 

Purpose/link to strategy     Operation Levels of payout Performance measures and periods 

 

To motivate and Awards are made over shares (normally in the form of   The maximum annual award is normally   Awards are normally subject to the 
following two performance measures: 

• relative Total Shareholder Return  

(TSR) performance; and 

• the achievement of Earnings Per  

Share (EPS) targets. 

Performance measures will typically  

be weighted two-thirds relative TSR  

and one-third EPS but the  

Committee shall retain discretion to  

determine that a different weighting  

shall apply for future awards. 

Performance conditions are normally  

measured over a three-year period. 

If events happen which cause the  

Committee to consider that a  

performance condition would not,  

without alteration, achieve its original  

purpose, it may amend that  

performance condition provided that  

the amended performance condition  

is materially no less challenging than  

it would have been had the event not  

occurred. 

Pensions –  Executive Directors 

Purpose/link to strategy    Operation Levels of payout Performance measures and periods 

To attract and retain  

executives of the  

calibre required to  

implement our  

strategy 

To facilitate  

executives’ planning  

for retirement 

Executive Director pension arrangements are by way  

of a defined contribution arrangement or through a  

cash alternative of a similar value. 

The Committee retains the discretion to operate  

different pension arrangements where new Executive  

Directors are appointed to reflect individual  

circumstances, market practice or Company  

strategy. 

Contribution of up to 25% of base  

salary. 

None. 

1 these arrrangements describe the Remuneration Policy under the proposed 2016 PSP. Awards granted prior to this Policy coming into force will be governed under the previous Remuneration  

Policy approved by shareholders at the AGM in May 2014 and available at www.rentokil-initial.com/governance 

http://www.rentokil-initial.com/governance
http://www.rentokil-initial.com/governance
http://www.rentokil-initial.com/governance


           

Notes 
Measures and targets 
All the performance measures selected support the delivery of short and  

long-term financial performance of the business and shareholder value  

creation. Targets are set each year based on stretching internal budgets  

and achieving or exceeding these targets will both return value to  

shareholders and reward the executive team for delivery. 

The annual bonus measures are reviewed annually to focus on delivery of  

key financial targets for the forthcoming year as well as key strategic or  

operational goals relevant to the individual. 

Over the long term, performance measures are focused on generating  

returns to shareholders through the relative TSR measure and through a  

focus on improving earnings. 

Allcolleague remuneration policy 
At the end of 2015 the Company had 31,442 colleagues based in 67  

countries (2014: 28,731 colleagues based in 63 countries). Our broad  

remuneration policy reflects the diversity of cultures, legislative environments,  

employment markets and the types and seniority of roles that this  

geographic spread provides. We structure our colleague reward to enable us  

to recruit and retain the right people doing the right job for our customers. 

A broad population of management colleagues are invited to join the annual  

bonus plan called the Group Management Bonus Scheme (GMBS). The  

measures for GMBS are broadly aligned with those set out in the policy  

table above. 

The senior management population are eligible to participate in the PSP  

wherever practicable and possible, subject to local legislation, and  

annually around 180 are invited to join the plan. The measures for the  

executive Leadership Team and Senior colleagues will remain aligned with  

those of the Executive Directors, to support focus on key strategic targets.  

Beyond this, the plan structure may be varied (within the rules) to support  

the retention of this population. 

Illustration of remuneration policy for 2016 
Our remuneration arrangements are designed so that a significant proportion  

of pay is dependent on the delivery of short and long-term goals that are  

aligned with our strategic objectives and the creation of shareholder value. 

In developing the scenarios below for the implementation of the Proposed  

Policy in 2016, the following assumptions have been made with regard to  

levels of payout for certain levels of performance: 

Annual Bonus Plan Performance Share Plan 

Below threshold  

performance 

0% 0% 

performance 

Threshold 10% of salary 1 50% of salary  

(25% of maximum opportunity) 

Meeting  

expectations  

(on-target  

performance) 

50% of salary 100% of salary  

(50% of maximum opportunity) 

Maximum  

performance 

120% of salary 200% of salary 

(100% of maximum 

opportunity) 

1 the proposed Policy would provide the Committee with the flexibility to increase the payout for  

threshold performance up to 20% of salary in future years. 

Benefits 

Purpose/link to strategy Operation Levels of payout Performance measures and periods 

To attract and retain  

executives of the  

calibre required to  

implement our  

strategy 

Benefits are determined taking into account market  

practice, the level of benefits provided throughout  

the group and individual circumstances. 

The main benefits for Executive Directors are: 

• life assurance 

• car or car allowance 

• family healthcare 

• permanent health insurance 

• relocation benefits – in the event that an executive  

were required to relocate to undertake their role,  

the Committee may provide an additional  

appropriate level of benefits to reflect the relevant  

circumstances. Such benefits may be one-off or  

ongoing in nature. 

Should an Executive Director be appointed in a  

country other than the UK, benefits appropriate to  

that market would be considered. 

The Committee retains the discretion to change the  

benefits provided (including offering additional benefits)  

in line with market practice and HMRC guidance on  

the definition of taxable benefits. This may include the  

provision of a car and a driver for the Chief Executive  

(and any applicable tax thereon) and offering participation  

in any future all-employee share plan offered. 

Levels of benefits are set in line with  

market practice. The level of benefits  

provided varies year on year depending  

on the cost of provision of benefits to  

the Company and therefore it is not  

meaningful to identify a maximum level  

of benefits. 

None. 
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Recruitment– Executive Directors 
The Committee’s key principle when determining appropriate  

remuneration arrangements for a new Executive Director (appointed from  

within the organisation or externally) is to ensure that arrangements are 

in the best interests of both the Company and its shareholders, without  

paying more than is considered necessary by the Committee to recruit  

an executive of the required calibre to develop and deliver the business  

strategy. When determining appropriate remuneration arrangements the  

Committee will take into account all relevant factors. These factors may  

include (among others): 

• the level and type of remuneration opportunity being forfeited; 

• the jurisdiction the candidate was recruited from and whether any  

relocation is required; 

• the skills, experience and calibre of the individual; 

• the circumstances of the individual; and 

• the current external market and salary practice including market practice  

on additional benefits. 

The Committee would generally seek to align the remuneration package  

offered with our Remuneration Policy outlined in the table above. However,  

the Committee may offer additional variable remuneration arrangements in  

respect of an Executive Director’s appointment that it considers  

appropriate and necessary to recruit and retain the individual. Any variable  

remuneration awarded in respect of the Executive Director’s appointment 

shall be limited to 370% of base salary. This reflects bonus policy and the  

level of award under the PSP in exceptional circumstances. This limit  

excludes any awards made to compensate the Executive Director for  

remuneration forfeited from their previous employer. If appropriate, different  

measures and targets may be applied to a new appointment’s annual  

bonus in the year of joining. 

The Committee may make awards on appointing an Executive Director to  

‘buy out’ remuneration terms forfeited on leaving a previous employer. In  

doing so the Committee will take account of relevant factors including any  

performance conditions attached to these awards, the form in which they  

were granted (e.g. cash or shares) and the time over which they would  

have vested. Generally buy-out awards will be made on a comparable  

basis to those forfeited. 

To facilitate awards outlined above, in the event of recruitment, the  

Committee may grant awards to a new Executive Director under Listing  

Rule 9.4.2 which allows for the granting of awards, to facilitate, in unusual  

circumstances, the recruitment of an Executive Director, without seeking  

prior shareholder approval or under other appropriate Company share  

plans. The use of Listing Rule 9.4.2 will be limited to granting buy-out  

awards only. 

In the event that an internal candidate was promoted to the Board, legacy  

terms and conditions may be honoured, including pension entitlements  

and any outstanding incentive awards and the exercise of any discretion in  

connection with such payments. Similarly, if an Executive Director is  

appointed following the Company’s acquisition of or merger with another  

company, legacy terms and conditions would be honoured. 

In the event of the appointment of a new Chairman or Non-executive  

Director, remuneration arrangements will normally reflect the policy  

outlined below. 

The Committee’s intention is that timely disclosure of the remuneration  

structure of any new Executive Director or Chairman will be made by the  

Company wherever practical. 

Directors’ service agreements –  Executive Directors  
Executive Directors are employed on permanent contracts which are  

terminable on 12 months’ notice from the Company. Please see below for  

a description of our payment in lieu of notice provisions. The Company’s  

policy in respect of the notice periods for the termination of Executive  

Directors’ contracts conforms to the Code. The remuneration and  

contractual arrangements for the Executive Directors and senior  

management do not contain any matters that are required to be disclosed  

under the Takeover Directive. The contracts of service for Executive  

Directors are as set out below and are available at 

www.rentokil-initial.com/investors/investors/governance 

Executive Directors 
Date of service  

agreement 
Type of    Notice by the  

agreement Company 
Notice by  

the Director 

Andy Ransom 

31 December 

2013 

Rolling  

contract 
12 

months 

12 

months 

Jeremy Townsend 

4 March 

2010 

Rolling  

contract 
12 6 

months months 

For the purposes of these illustrations, no share price growth or receipt of  

dividends is assumed. 

Fixed pay for this illustration is derived as follows: 

Illustration of remuneration policy for 2016  

Chief Executive 

Chief Financial Officer 

Fixed pay Annual cash incentive Long-term incentive 

Below  
threshold 

Threshold  
performance 

Meeting  
expectations 

Maximum  
performance 

£0m 

100%  £929,950 

46%   18% 36%  £2,022,370 

28% 27% 
 

£0.5m £1m £1.5m £2m £2.5m 

45%  £3,260,446 

£3m £3.5m 

68% 5%  27%   £1,366,918 

Below  
threshold 

Threshold  
performance 

Meeting  
expectations 

Maximum  
performance 

£0m £0.5m £1m £1.5m £2m £2.5m £3m £3.5m 

100%  £555,107 

44% 19% 37%  £1,257,377 

27% 27% 46%  £2,053,283 

66% 6% 28% £836,015 

Benefits  
(for 2016) 

Pension 
(based on 

salary from  
1 January 2016) 

Total  
fixed 

£19,600 £182,070 £929,950 

Base from  
1 January 

       2016 

Andy Ransom 

Chief Executive £728,280 

Jeremy Townsend 

Chief Financial Officer   £468,180 £16,700 £70,227 £555,107 
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Loss of office payments 

The policy on termination is as follows: 

Element Policy – Disability, retirement, ill-health, redundancy, termination, resignation, death, sale of an individual employing business out of the group. 

Base pay and benefits Executive Directors are entitled to a payment in lieu of notice equal to base pay and the value of benefits only for the duration of  

the remaining notice period, subject to mitigation. The Company has the ability to terminate Executive Directors’ employment,  

in the event of a prolonged mental or physical incapacity to carry out his/her Company duties and without notice (summary  

dismissal), in the event of gross misconduct or being disqualified to act as a Director. Appropriate medical benefits may still be  

provided in the case of prolonged mental or physical incapacity. 

Other Executive Directors may be entitled to other payments including, but not limited to, costs of appropriate repatriation/relocation,  

outplacement, settlement agreement, non-compete agreement, legal and/or tax and other relevant professional costs. The  

Committee would look to ensure that the level of these costs/benefits was reasonable and in the best interests of shareholders. 

 

Policy – Disability, retirement, ill-health, redundancy, death, sale of an individual employing Policy – other reasons for leaving.  
business out of the group and for any other reason the Committee may determine. 

Bonus Executive Directors may receive a bonus payment for the year in which  

they cease employment. This payment will normally be pro-rated for  

time and performance; however the Committee retains the discretion to  

review overall business and individual performance and determine that  

a different level of bonus payment is appropriate. 

Generally, Executive Directors must be employed at  

the date of payment to receive a bonus. 

In certain circumstances, the Committee may  

determine that a bonus payment may be due to reflect  

performance and contribution to the point of cessation. 

The Performance  

Share Plan (PSP) 

Awards will normally vest and, where relevant, be exercisable if  

termination occurs on or after the vesting date. 

In respect of early terminations: 

• In the case of ill-health, disability or death, awards will vest and the  

level of vesting will be determined by the Committee, but the  

Committee may have regard to the performance conditions and to  

time pro-rating. 

• For all other good leavers, awards will vest on a time pro-rated  

basis following a review by the Committee of the extent to which  

the performance conditions are met. 

• The Committee has discretion not to apply time pro-rating or to  

reduce the awards on a different basis. 

Vested awards in the form of options may be exercised  

up to six months following cessation. 

Awards will lapse on termination. 

When an Executive Director leaves the business on the basis of mutual agreement, the Committee will determine an appropriate payment taking into account the  

circumstances of leaving but any payment will be no more generous than that for leavers by reason of disability, ill-health, retirement, redundancy, death or sale of  

an individual employing business. 

There are no provisions for notice periods or compensation in the event of the termination of the appointment of the Chairman or a Non-executive Director. 
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Chairman and Non-executive Directors  

Keyelements of remuneration policy 

Fees  

Approach Details Other items 

Directors’ Terms Committee of the Board (comprising  

the Chairman, the Chief Executive and the Chief  

Financial Officer) within the limits set by the articles of  

association. Non-executive Directors’ fees are set at a  

level which is considered appropriate for the calibre of  

individual required to support the delivery of business 

commitment and independent surveys of fees paid to  

Non-executive Directors of similar companies. 

Board based on external remuneration advice and  

considered by the Remuneration Committee taking  

into account typical fee arrangements at other  

companies of a similar size and complexity, the time  

commitment required to fulfil the role and the calibre of  

the individual required. 

Fees are reviewed at appropriate intervals. 

Non-executive Directors’ remuneration is determined by    Non-executive Directors’ fees are payable in cash  

the Board on the recommendation of the Non-executive   and consist of a basic fee plus additional fees 
payable to: 

• Senior Independent Director 

• Board Committee Chairmen 

Additional fees may be paid to Non-executive  

Directors on an ongoing or temporary basis if there 

strategy and taking into account skills, experience, time  is a change in their responsibilities or a significant 

increase in the time commitment required from  

them to fulfil their role. 

Fees for the Company Chairman are determined by the  The Chairman receives annual fees agreed 

periodically by the Board and based upon external 

remuneration advice considered by the Committee.  

The fees for Non-executive Directors were  

approved by shareholders in 2005 and shall not  

exceed in aggregate £1,000,000 per annum or  

such higher amount as the Company may from  

time to time by ordinary resolution determine. 

No element of Non-executive Director remuneration  

is performance-related. 

Non-executive Directors do not participate in any of  

the Company’s incentive schemes, nor are they  

eligible to join the Company’s pension scheme. 

The Chairman is not eligible to participate in the  

Company’s annual bonus plan or in the Company’s  

PSP. 

The Chairman receives the benefit of having access  

to a company car and a driver and any tax thereon. 

The Non-executive Directors do not currently receive  

any other benefits. However, benefits may be provided 

in the future if, in the view of the Non-executive 

Directors’ Terms Committee (for Non-executive  

Directors or the Committee for the Chairman), this  

was considered appropriate. Non-executive Directors  

who are based outside the UK may be provided  

with support in relation to their tax reporting. 

Non-executive Directors –  letters of appointment  
Non-executive Directors have letters of appointment, but not service  

contracts. Subject to annual re-election at the AGM, Non-executive 

Directors will be appointed for an initial period of three years, which may  

be extended for a further period of three years by mutual consent and  

thereafter reviewed annually, subject to acceptable tests of performance  

and independence. 

Chairman 
The Chairman has a letter of appointment, dated 13 December 2012,  

setting out his responsibilities for the management of the Board. The  

Chairman’s contract may be terminated by either party without notice. 

Copies of Executive Directors’ service contracts and the Chairman and  

Non-executive Directors’ letters of appointment are available for inspection  

by shareholders at the Company’s registered office and on its website at  

www.rentokil-initial.com 

Remuneration policy –  other information 
Change of control 

If the Company is taken over or wound up, PSP awards may vest by  

reference to the extent to which the performance conditions are met and  

on a time pro-rated basis (calculated on a monthly basis) subject to the  

Committee’s discretion. Outstanding awards and share options may be  

vested automatically on a change of control on the participants’ behalf.  

Typically salaries and bonuses will be paid to the date of change of control. 

Comparison of remuneration policy to that of the wider  

employee group 

While our colleagues are not currently formally consulted on Executive  

Director pay, our employee opinion survey ‘Your Voice Counts’ and other  

surveys provide an opportunity for them to provide the Company with  

feedback on their own remuneration arrangements and also to comment  

on broader matters across the Company. The Committee recognises that  

it needs an understanding of the broader remuneration of colleagues  

when making decisions on Executive Director pay. The Committee  

reviews pay and conditions for all colleagues based in the UK annually,  

having high level insight into the outcomes of annual bonuses. The  

Committee is responsible for approving all PSP awards across the group. 

Stakeholder views 

The views of shareholders are important to the Committee and provide the  

context for setting the remuneration arrangements for Executive Directors. The  

Chairman of the Remuneration Committee, the Company Chairman and the  

Chief Executive have met with a number of major shareholders and their views  

were taken into account when formulating this policy report during 2015. 

Remuneration Committee discretion 

The Remuneration Committee reserves the right to make any remuneration  

payments and payments for loss of office (including exercising any  

discretions available to it in connection with such payments) notwithstanding  

that they are not in line with the policy set out above where the terms of the  

payment were agreed (i) before the date the Company’s first remuneration  

policy approved by shareholders in accordance with section 439A of the  

Companies Act came into effect; (ii) before the policy set out above came  

into effect, provided that the terms of the payment were consistent with the  

shareholder-approved remuneration policy in force at the time they were  

agreed; or (iii) at a time when the relevant individual was not a director of the  

Company and, in the opinion of the Remuneration Committee, the payment  

was not in consideration for the individual becoming a director of the  

Company. For these purposes “payments” includes the Remuneration  

Committee satisfying awards of variable remuneration and, in relation to an  

award over shares, the terms of the payment are “agreed” at the time the  

award is granted. The Remuneration Committee may make minor  

amendments to the policy (for regulatory, exchange control, tax or  

administrative purposes or to take account of a change in legislation)  

without obtaining shareholder approval for that amendment. 

Non-executive Director Letter of appointment Appointment period 

Peter Bamford 15 December 2011 Annual 

Richard Burrows 15 December 2011 Annual 

Alan Giles 15 December 2011 Annual 

Angela Seymour-Jackson 5 March 2015 3 years 

Julie Southern 21 July 2014 3 years 
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