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Report of Independent Registered Public Accounting Firm
 
Plan Administrator
Rollins 401(k) Plan
 
We have audited the accompanying statements of net assets available for benefits of the Rollins 401(k) Plan (the “Plan”) as of December 31, 2005 and 2004, and the related
statements of changes in net assets available for benefits for the years ended December 31, 2005 and 2004. These financial statements are the responsibility of the Plan’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Plan is not required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Plan’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets available for benefits of the Plan as of December 31, 2005 and
2004 and the changes in net assets available for benefits for the years then ended in conformity with accounting principles generally accepted in the United States of America.
 
Our audits were performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplemental schedule of assets (held at end of year)
is presented for the purpose of additional analysis and is not a required part of the basic financial statements but is supplementary information required by the Department of
Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974. This supplemental schedule is the responsibility of
the Plan’s management. The supplemental schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.
 
/s/ GRANT THORNTON LLP
 
Atlanta, Georgia
June 9, 2006
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Rollins 401(k) Plan
 

Statements of Net Assets Available for Benefits
 

 
  As of December 31,  
  2005  2004  

        

Assets        

Investments in Master Trust:        

Investments (Note 3)  $ 142,665,583  $ 130,894,688  

Loans to participants   6,039,964   5,825,376  

Employer contribution receivable   3,851,810   2,198,723  

Total Assets   152,557,357   138,918,787  

        

Liabilities        

Refunds payable to participants   67,789   73,387  

Total Liabilities   67,789   73,387  

Net assets available for benefits  $ 152,489,568 $ 138,845,400 

 
 

The accompanying notes are an integral part of these financial statements.
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Rollins 401(k) Plan
 

Statements of Changes in Net Assets Available for Benefits
 

 
 

 
For the years ended

December 31,  
  2005  2004  

ADDITIONS

Additions to net assets attributed to:        

Net gain from investment in Master Trust  $ 12,698,537  $ 12,694,644  

Contributions:        

Participants   11,594,177   11,221,468  

Employer   3,767,638   2,181,485  

Interest income from loans to participants   353,680   343,670  

Total additions   28,414,032   26,441,267  

        

DEDUCTIONS

Deductions from net assets attributed to:        

Distributions to participants   14,769,864   12,835,238  

Total deductions   14,769,864   12,835,238  

        

Net increase   13,644,168   13,606,029  

        

NET ASSETS AVAILABLE FOR BENEFITS:
BEGINNING OF THE YEAR   138,845,400   125,239,371  

END OF THE YEAR  $ 152,489,568 $ 138,845,400 

 
 

 
 

The accompanying notes are an integral part of these financial statements.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 

NOTE A – DESCRIPTION OF PLAN
 
The following brief description of the Rollins 401(k) Plan (the “Plan”) provides only general information. Participants should refer to the Plan agreement for a more complete
description of the Plan’s provisions.
 
1. General
 
The Plan, as amended and restated, is a defined contribution plan. All employees of Rollins, Inc. (the “Company”), except those who are members of a collective bargaining
unit, PCO Services, Inc. (“the Company’s Canadian subsidiary”) and Western Industries North, Inc. and Western Industries South, Inc. employees, are eligible to participate in
the Plan on the first day of the quarter following the completion of six months of service, as defined. The Plan is subject to the provisions of the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”).
 
2. Plan Administration
 
The Plan Sponsor has appointed the Rollins, Inc. Administrative Committee as the Plan Administrator and The Northern Trust Corporation (“Northern”) as the plan trustee.
Hewitt Associates LLC (“Hewitt”) provides recordkeeping and other administrative services to the Plan.
 
3. Contributions and Investment Options
 
All investment options are established by the Plan with guidelines as to the purpose of each fund. Each of the investment funds has a custodian responsible for the safekeeping
and investment of the assets of the fund.
 
Participants may contribute from 1 to 75% of their compensation to the Plan via payroll deductions, except for highly compensated employees who may contribute from 1 to
7% of their compensation. Participants may direct their contributions plus earnings thereon into any of eight investment fund options or a combination thereof in multiples of
1%. Additionally, participants age 50 or older may make additional “catch-up” contributions limited to $4,000 in 2005 and $3,000 in 2004. All participant contributions are
fully vested and non-forfeitable.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 

 
3. Contributions and Investment Options (continued)
 
Effective January 1, 2005, the Company makes an employer matching contribution of 50 cents for every dollar a participant contributes up to 6% of his or her compensation. In
2004, the Company contributed 30 cents for every dollar a participant contributed. Employer contributions under this provision are made in Rollins, Inc. common stock. In order
to receive a matching contribution for the Plan year, a participant must be actively employed on December 31.
 
Participants vest in employer contributions based on years of service as follows:
 

 

 
Vested

Percentage  

    

Years of service:    

Less than two  0 %
Two  20  

Three  40  

Four  60  

Five  80  

Six or more  100  
 
Forfeited nonvested accounts are used to reduce employer contributions. Total forfeitures used to reduce employer contributions were $64,418 in 2005 and $103,383 in 2004.
 
Contributions are subject to certain regulatory limitations.

 
4. Participant Accounts
 
The Plan’s record keeper is Hewitt. Separate accounts are maintained for each participant by Hewitt. Income and losses on Plan investments are allocated to the participants’
accounts in accordance with the provisions of the Plan. Hewitt provides a daily valuation of participant accounts.
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Rollins 401(k) Plan

 
Notes to Financial Statements

 
As of December 31, 2005 and 2004

 
5. Participant Loans
 
The Plan provides for loans to participants of up to the lesser of 50% of the individual participant’s vested account balance or $50,000. A participant’s loan payments of
principal and interest are allocated to his/her accounts under the Plan and invested according to the participant’s then current investment elections. Loan terms range from 1 to 5
years. The loans are secured by the balance in the participant’s account and bear interest at the prime rate as of the end of the month plus 2.0%. The loan interest rate is set on
the first day of the following processing cycle. Principal and interest are paid ratably through monthly payroll deductions.
 
6. Payment of Benefits
 
Upon retirement, death, total and permanent disability, or termination for any reason, the participant or his or her beneficiary may receive the total value of his or her vested
account in a lump sum distribution. Effective on and after January 27, 2005, the cash –out limit in effect is $1,000. The cash-out limit in effect on or after August 6, 1997
through January 26, 2005 was $5,000.
 
In addition, a participant may elect to withdraw all or a portion of his or her account at any time through hardship provisions as defined by the Internal Revenue Code (the
“Code”) and subject to approval by the Company. In the case of a hardship, a participant may not make any contributions for a period of six months.
 
7. Administrative Expenses and Other Expenses
 
The Company pays substantially all administrative fees of the Plan.
 
8. Plan Termination
 
Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its contributions at any time and to terminate the Plan subject to the
provisions of ERISA. In the event of Plan termination, participants will become 100 percent vested in their accounts.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
9. Investment Options
 
Participants may direct their contributions and any related earnings into a number of available investment options that vary in degree of risk and investment objective.
Participants may change their investment options once every 30 days. The Plan Administrator may change the investment options available to participants at any time. The
following investment options were available as of December 31, 2005: CIGNA Guaranteed Long Term Fund (“Fixed Income Fund”), PIMCO Total Return Fund, Dodge and
Cox Balanced Fund, Vanguard Windsor II Fund, American Funds Growth Fund of America, JP Morgan Mid Cap Value Fund, American Funds Capital World Growth Fund,
and Rollins, Inc. Stock. The Rollins, Inc. Stock Fund consists of the Company’s Common stock and a short-term interest bearing cash account necessary to maintain liquidity.
 
 
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
1. Basis of Accounting
 
The financial statements of the Plan are prepared on the accrual basis of accounting.
 
2. Use of Estimates
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires the Plan’s management to make
estimates that affect the amounts reported in the accompanying financial statements and accompanying notes. Actual results could differ from those estimates.
 
3. Investment Valuation
 
All investment fund options, excluding the employer contribution portion of the Rollins, Inc. Common Stock Fund, are 100% participant-directed. Except for the Fixed Income
Fund, the Plan’s investments are stated at fair value, which equals the quoted market price on the last business day of the Plan year. The participant loans are valued at their
outstanding balances, which approximate fair value. Securities transactions are recorded on a trade-date basis. Interest income is recorded on the accrual basis. Dividends are
recorded on the ex-dividend date.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 
3. Investment Valuation (continued)
 
Fixed Income Fund
 
The Fixed Income Fund represents deposits and interest earned thereon in this fund managed by Connecticut General Life Insurance Company.
 
The group annuity contract under which these deposits have been made has been determined to be fully benefit-responsive under the American Institute of Certified Public
Accountants’ Statement of Position 94-4. Therefore, this investment is carried at contract value in the accompanying financial statements. At December 31, 2005 and 2004, the
crediting interest rate was 4.50% and 4.20%, respectively. This rate may be changed under the terms of the contract, but in no case is it adjusted to less than 0%. The annual
yield on the contract for the years ended December 31, 2005 and 2004 was 4.44% and 4.14%, respectively.
 
The fair value of the contract at December 31, 2005 and 2004 was approximately $33.4 million and $33.4 million, respectively. This contract is subject to credit risk based on
the ability of the insurance company to meet interest or principal payments or both as they become due.
 
4. Benefit Payments
 
Benefit payments are recorded when paid.
 
5. Recently Issued Accounting Standard
 
In 2005, the Financial Accounting Standards Board (“FASB”) issued FASB Staff Position (“FSB”) 94-4-1 Reporting on Fully Benefit-Responsive Investment Contracts Held
by Certain Investment Companies Subject to the AICPA Investment Company Guide and Defined Health and Welfare and Pension Plans . Effective December 31, 2006, FSB
94-4-1 will require all investments which are considered benefit responsive investments to be stated at fair value as opposed to the contract value. The Plan currently invests in
guaranteed interest accounts which are considered benefit responsive investments. The effect of this standard on the Plan’s financial statements has not been determined.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 

NOTE C – MASTER TRUST
 
The Plan participates in the Rollins Retirement Account Master Trust (the “Master Trust”) with the 401(k) Plan of LOR, Inc. The Master Trust reinvests all dividend and interest
income received on securities owned by the Master Trust. The value of the units in the Master Trust is adjusted daily to reflect the fair value of the investments. The Master
Trust units may be redeemed by the Plan for an amount equal to their current market values, except for units in the Fixed Income Funds, which are redeemable at contract value.
The fair value of the Plan’s interest in the Master Trust is based on the beginning of the year value of the Plan’s interest in the Master Trust plus actual contributions, allocated
investment income, less distributions and any allocated administrative expenses.
 
The Plan’s interest in the assets of the Master Trust is included in the accompanying statements of net assets available for benefits at December 31, 2005 and 2004. A summary
of the net assets of the Master Trust is as follows:
 
 

  December 31  
  2005  2004  

Investments, at fair value as determined by quoted market prices:        

Mutual funds  $ 76,327,477  $ 70,252,728  

Common stock – Rollins, Inc.   42,557,537   35,649,335  

Money market funds   2,183,592   2,619,798  

Investments, at contract value:        

Group annuity contract   33,368,691   32,985,115  

Accrued investment income   157,385   22,018  

Accrued expenses and other liabilities   (2,814 )  (2,858 )
Net assets of Master Trust  $ 154,591,868  $ 141,526,136  
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 

NOTE C – MASTER TRUST (continued)
 
Master Trust income allocated to the participating plans for the years ended December 31, 2005 and 2004 are as follows:
 

  December 31  
  2005  2004  

        

Interest income  $ 1,962,753  $ 1,536,628  

Dividends   1,529,544   1,137,831  

Net appreciation in fair value of mutual funds   5,485,674   5,838,519  

Net appreciation in fair value of Rollins, Inc. common stock   5,019,390   5,001,323  

Net investment income  $ 13,997,361  $ 13,514,301  

 
 
 
The Rollins, Inc. Common Stock is allocated 100% to the participants of the Rollins 401k Plan.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 

NOTE C – MASTER TRUST (continued)
 
The Plan’s interest in the net assets of the Master Trust is allocated based on the individual plan participants’ investment balances. Investment income of the Master Trust is
allocated based upon each Plan’s interest within each of the investment funds held by the Master Trust. Allocations of the net assets of the Master Trust to participating plans are
as follows:
 
 

  December 31  
  2005  2004  
  Amount  Percent  Amount  Percent  

            

Rollins 401(k) Plan  $ 142,665,583  92.3 % $ 130,894,688  92.5%
LOR 401(k) Plan   11,926,285  7.7   10,631,448  7.5  

  $ 154,591,868  100.0 % $ 141,526,136  100.0%
 
 
NOTE D – INCOME TAX STATUS
 
The Plan has received a determination letter from the Internal Revenue Service dated March 15, 2002, stating that the Plan is qualified under Section 401(a) of the Internal
Revenue Code (“the Code”) and, therefore, the related trust is exempt from taxation. Subsequent to this issuance of the determination letter, the Plan was amended. Once
qualified, the Plan is required to operate in conformity with the Code to maintain its qualification. The Plan Administrator believes the Plan is being operated in compliance with
the applicable requirements of the Code and, therefore, believes that the Plan, as amended, is qualified and the related trust is tax exempt.
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 
NOTE E – NONPARTICIPANT-DIRECTED INVESTMENTS
 
The employer matching contribution is invested in the Rollins, Inc. Common Stock Fund and may not be transferred by the participants. The portion of the Rollins, Inc.
Common Stock Fund that is nonparticipant-directed was $31,356,083 and $26,808,558 at December 31, 2005 and 2004, respectively. Net assets of the Rollins, Inc. Common
Stock Fund (including both participant-directed and nonparticipant-directed amounts) are as follows:

 
 

  December 31  
  2005  2004  

        

Rollins, Inc. common stock  $ 42,557,537  $ 35,649,334  

Money market fund   1,759,102   1,624,505  

Employer contribution receivable   3,851,810   2,198,723  

Accrued income   6,347   2,516  

  $ 48,174,796  $ 39,475,078  

 
Changes in net assets (including both participant-directed and nonparticipant-directed amounts) for the year ended December 31, 2005 and 2004 are as follows:
 
 

  December 31  
  2005  2004  

        

Employer contributions net of forfeitures  $ 3,767,638  $ 2,181,485  

Participant contributions   1,799,177   1,395,000  

Investment income   5,505,546   5,345,711  

Distributions to participants   (3,891,542 )  (3,115,233 )
Interest on loans   52,351   38,846  

Net transfers from other funds   1,466,548   610,697  

Net change  $ 8,699,718  $ 6,456,506  
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 
NOTE F – RELATED PARTY TRANSACTIONS
 
Plan investments include shares of the Company’s common stock. In addition, the Rollins Inc. Administrative Committee is the Plan Administrator.
 
NOTE G – CORRECTIVE DISTRIBUTIONS
 
During 2006, the Plan expects to pay corrective distributions in the amount of $67,789 to certain active participants to return excess contributions in order to satisfy the relevant
nondiscrimination provisions of the Plan for 2005. During 2005, the Plan made corrective distributions in the amount of $73,387 to certain active participants to return excess
contributions in order to satisfy the relevant nondiscrimination provisions of the Plan for 2004.
 
NOTE H –   DIFFERENCES BETWEEN FINANCIAL STATEMENTS AND FORM 5500
 
The following is a reconciliation of distributions to participants per the financial statements to the Form 5500:
 

 

   
Year ended 

December 31, 2004  

       

Distributions to participants per the financial statements    $ 12,835,238  

Amounts allocated to withdrawn participants     (121,075 )
Distributions to participants per the Form 5500    $ 12,714,163  
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Rollins 401(k) Plan
 

Notes to Financial Statements
 

As of December 31, 2005 and 2004
 
 

NOTE H –   DIFFERENCES BETWEEN FINANCIAL STATEMENTS AND FORM 5500 (Continued)
 
Amounts allocated to withdrawn participants are recorded on the Form 5500 for benefit claims that have been processed and approved for payment prior to year-end but not yet
paid.

 
NOTE I – RISKS AND UNCERTAINTIES
 
The Plan invests in various investment securities. Investment securities are exposed to various risks such as interest rate, market and credit risks. Due to the level of risk
associated with certain investment securities, it is at least reasonably possible that changes in the values of investment securities will occur in the near term and that such
changes could materially affect participants’ account balances and the amounts reported in the statements of net assets available for benefits.
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Supplemental Schedule
 

Rollins 401(k) Plan
 

EIN: 51-0068479 Plan No.: 002
Schedule H, Line 4i

 
Schedule of Assets (Held at End of Year)

 
December 31, 2005

 
 

(a)  
(b) Identity of Issue, Borrower,

Lessor, or Similar Party  
(c) Description of

Investment  (d) Cost  (e) Current Value  

            

*

 Participant Loans  

Interest rates ranging from 
6.00% to 11.50%  $ —  $ 6,039,964  

    Total  $ —  $ 6,039,964  

 
 

* Indicates a party-in-interest to the Plan.
 
Plan assets invested in the Master Trust are excluded from this schedule.
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SIGNITURES
 
The Plan.  Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer the employee benefit plan) have duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.
 

ROLLINS 401(k) Plan
(Registrant)

    

Date: June 29, 2006  By: /s/Harry J. Cynkus
   Harry J. Cynkus
   Plan Administrator
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Exhibit 23.1
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We hereby consent to the incorporation by reference of our report dated June 9, 2006, appearing in the Annual Report of Rollins 401(k) Plan on Form 11-K for the year ended
December 31, 2005, in the Registration Statements of Rollins, Inc. on Forms S-8 (File No. 33-47528, effective date April 29, 1992 and File No. 33-26056, effective date
December 13, 1988).

/s/ Grant Thornton LLP  

Atlanta, Georgia
June 9, 2006
 
 
 
 
 


