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Provision of Non-Audit Services by the External Auditors 

 
1. Introduction 

In accordance with best practice and current recommendations and to avoid actual or 
perceived conflicts of interest, non-audit services provided by the external auditors should be 
pre-approved by the Audit Committee within certain pre-defined parameters. In addition, the 
auditors will be prohibited from providing certain services. 

2. Permitted services 

The following non-audit services may be provided by the group’s external auditors: 

• Advice and assurance on the interpretation and implementation of accounting 
standards, financial reporting matters, tax and governance regulations; 

• Due diligence investigations related to potential acquisitions, disposals or joint 
ventures, but only to the extent that the such services are not linked to the financing, 
capital structure and allocation, and investment strategy of the audited entity; 

• Internal accounting and risk management control reviews, including information 
systems and reviews of policy and procedure compliance; 

• Attestation reports, control compliance or reasonableness reports as required by third 
parties; and 

• Project assurance and advice on business process improvement.  

3. Approval process 

Any new engagement with the external auditors in excess of £250,000 for an individual 
service or specific project in the above categories of service (or any project that is not 
covered by the above list) must be approved in advance by the Audit Committee or a sub-
committee of any two members of the Audit Committee. Such proposals should be submitted 
in writing to the Group Chief Financial Officer, who should in turn obtain approval from the 
Audit Committee. 

For an individual service or specific project in the above categories, in excess of £50,000 
and up to a limit of £250,000, the Chairman of the Audit Committee must approve the 
engagement in advance. Such proposals should be submitted in writing to the Group Chief 
Financial Officer, who should approve and in turn obtain approval from the Audit Committee. 

Where a new engagement could contain multiple phases, and this can be reasonably 
foreseen at the outset of the proposal, the Group's external auditors should set out details of 
all such phases and an estimate of the total associated cost within their proposal for the 
purposes of the above approval process. 

Any derogation from a prohibited service, as detailed in article 6 below, must be approved in 
advance by the Audit Committee or a sub-committee of any two members of the Audit 
Committee.  Such proposals should be submitted in writing to the Group Chief Financial 
Officer, who should in turn obtain approval from the Audit Committee. 
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4. Fees 

Any arrangement with the external auditors that includes contingent fee arrangements is not 
permitted.  In addition, non-audit services must not exceed the following limits: 

• the total fees for such services provided to the audited entity and its controlled 
undertakings shall be limited to no more than 70% of the average of the fees paid in 
the last three consecutive financial years (commencing on 1 January 2017) for the 
statutory audit(s) of the audited entity and of its parent undertaking, of its controlled 
undertakings and of the consolidated financial statements of that group of 
undertakings; and 

• the total fees for such services provided by the audit firm shall be limited to no more 
than 70% of the average of the fees paid to the audit firm in the last three consecutive 
financial years (commencing on 1 January 2017) for the statutory audit(s) of the 
audited entity and, where applicable, of its parent undertaking, of its controlled 
undertakings and of the consolidated financial statements of that group of 
undertakings. 

5. Prohibited services 

The following non-audit services may not be provided by the Group’s external auditors: 

5.1 tax services relating to:  

(i) preparation of tax forms;  

(ii) payroll tax;  

(iii) customs duties; 

(iv) identification of public subsidies and tax incentives unless support from the 
statutory auditor or the audit firm in respect of such services is required by law;  

(v) support regarding tax inspections by tax authorities unless support from the 
statutory auditor or the audit firm in respect of such inspections is required by 
law;  

(vi) calculation of direct and indirect tax and deferred tax;  

(vii) provision of tax advice; 

5.2 services that involve playing any part in the management or decision-making of the 
audited entity; 

5.3 bookkeeping and preparing accounting records and financial statements; 

5.4 payroll services; 

5.5 designing and implementing internal control or risk management procedures related to 
the preparation and/or control of financial information or designing and implementing 
financial information technology systems; 

5.6 valuation services, including valuations performed in connection with actuarial services 
or litigation support services; 

5.7 legal services, with respect to:  

(i) the provision of general counsel; 

(ii) negotiating on behalf of the audited entity; and 
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(iii) acting in an advocacy role in the resolution of litigation; 

5.8 services related to acting as or supplementing the function of the audited entity's 
internal audit function; 

5.9 services linked to the financing, capital structure and allocation, and investment 
strategy of the audited entity, except providing assurance services in relation to the 
financial statements, such as the issuing of comfort letters in connection with 
prospectuses issued by the audited entity; 

5.10 promoting, dealing in, or underwriting shares in the audited entity; 

5.11 human resources services, with respect to: 

(i) management in a position to exert significant influence over the preparation of the 
accounting records or financial statements which are the subject of the statutory 
audit, where such services involve: — searching for or seeking out candidates for 
such position; or — undertaking reference checks of candidates for such 
positions; 

(ii) structuring the organisational design; and 

(iii) cost control. 

6. Derogation from prohibited services 
 
In exceptional circumstances, notably on the acquisition of a business or where the external 
auditor is the only audit service provider in a jurisdiction, derogation may be sought for any 
of the prohibited services in articles 5.1(i), 5.1(iv)-(vii) or 5.6 above.  In order for the provision 
of services to be allowed, the following conditions shall apply to the services provided under 
a derogation (“Derogated Services”): 
• The Derogated Services must have no direct or material effect, separately or in the 

aggregate on the audited group (Rentokil Initial plc) financial statements; 
• the estimation of the effect of the Derogated Services on the audited financial 

statements must be comprehensively documented and explained in the additional 
report to the audit committee provided by the external audit firm as part of their 
statutory audit under EU Regulation 537/2014; 

• the principles of independence laid down in Directive 2006/43/EC (namely professional 
ethics, independence, objectivity, confidentiality and professional secrecy) must be 
complied with by the statutory auditor or the audit firm; and 

• for the purposes of the statutory audit of the financial statements (the local statutory 
company audit), the audit firm would not place significant reliance on the work 
performed by the audit firm in performing these services. 

In addition, the fee cap referred to in section 4 must not be breached and Audit-Committee 
approval must be obtained as referred to in section 3. 

7. Reporting 

The responsibility for recording the ratio of non-audit fees to audit fees lies with both the 
Chief Financial Officer and the external auditors. The Chief Financial Officer and the external 
auditors should maintain appropriate records such that they can monitor the level of non-
audit fees to audit fees themselves. 



4 
 

A schedule showing the value and details of non-audit fees approved in the year to date 
compared to total audit fees for the year will be provided to the Audit Committee at the 
July/August and October/November Audit Committee meetings (to monitor current year 
fees). 

A schedule showing the value and details of non-audit fees incurred in the prior year 
compared to total audit fees for the prior year will be provided to the Audit Committee at the 
February meeting. 

 

Approved by the Audit Committee on 1 November 2016 
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