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ITEM 1. BUSINESS
(A) GENERAL DEVELOPMENT OF BUSINESS.

Since the beginning of the calendar year, Rollins, Inc. and its subsidiaries
have continued to operate and grow in the same principal services for homes and
businesses.

(B) FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS.

The response to Item 1. (b) is incorporated by reference from the table under
the caption "Business Segment Information," on page 21 of the 1996 Annual Report
to Stockholders.

(C) NARRATIVE DESCRIPTION OF BUSINESS.

(1) (1) The Registrant is a national company with headquarters located in
Atlanta, Georgia, providing services to both residential and commercial
customers. The four primary services provided are termite and pest control,
protective services, lawn care and plantscaping. Additionally, the revenues by
business segment are incorporated by reference to the table under the caption
"Business Segment Information" on page 21 of the 1996 Annual Report to
Stockholders.

Orkin Exterminating Company, Inc., a wholly owned subsidiary (Orkin),
founded in 1901, is one of the world's largest termite and pest control
companies. It provides customized services to approximately 1.6 million
customers through a network of 417 branches serving customers in 49 states, the
District of Columbia, the Bahamas, Canada, Mexico, and Puerto Rico. It provides
customized pest control services to homes and businesses, including hotels, food
service establishments, dairy farms and transportation companies. Orkin's
continuous regular service provides protection against household pests, rodents
and termites. Orkin's Lawn Care Division provides fertilization, weed and insect
control, seeding, aeration of lawns, and tree and shrub care from 23 branches
serving customers in 9 states. Orkin's Plantscaping Division designs, installs
and maintains green and flowering plants from 10 branches and services customers
in 21 states and the District of Columbia. It provides services to hotels,
shopping malls, restaurants, and office buildings.

Rollins Protective Services, a division of the Registrant, was established
in 1969. Services are provided from 50 branches serving customers in 41 states
and the District of Columbia. A pioneer in developing customized wired and
wireless electronic security systems, it provides full-service capabilities from
system design and installation to maintenance and monitoring services.
Full-service includes guaranteed maintenance programs, 24-hour emergency
repairs, and 24-hour alarm monitoring services.

(ii) The Registrant has made no announcement of, nor did any information
become public about, a new line of business or product requiring the
investment of a material amount of the Registrant's total assets.

(iii) Sources and availability of raw materials present no particular
problem to the Registrant, since its businesses are primarily in
service-related industries.

(iv) Governmental licenses, patents, trademarks and franchises are of
minor importance to the Registrant's service operations. Local licenses and
permits are required in order for the Registrant to conduct its termite and
pest control, protective services, lawn care and plantscaping operations in
certain localities. In view of the widespread operations of the Registrant's
service operations, the failure of a few local governments to license a
facility would not have a material adverse effect on the results of
operations of the Registrant.

(v) The business of the Registrant is affected by the seasonal nature of
the Registrant's termite and pest control, lawn care and plantscaping
service operations (Orkin Exterminating Company, Inc.).
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The metamorphosis of termites in the spring and summer (the occurrence of
which is determined by the timing of the change in seasons) has historically
resulted in an increase in the revenue and income of the Registrant's
termite and pest control operations during such period. Lawn care services
are seasonal and coincide with the growing seasons of lawns. Plantscaping
operations experience seasonal increases in revenues and operating income
generated by the division's Exterior Color and Holiday programs offered
during the spring and late fall.

(vi) Inapplicable.

(vii) The Registrant and its subsidiaries do not have a material part of
their business that is dependent upon a single customer or a few customers, the



loss of which would have a material effect on the business of the Registrant.

(viii) The dollar amount of service contracts and backlog orders as of the
end of the Registrant's 1996 and 1995 calendar years was approximately
$16,712,000 and $15,508,000, respectively. Backlog services and orders are
usually provided within the month following the month of receipt, except in the
area of prepaid pest control and alarm monitoring where services are usually
provided within twelve months of receipt.

(ix) Inapplicable.

(x) The Registrant believes that each of its businesses competes favorably
with competitors within its respective area. Orkin Exterminating Company, Inc.
is one of the world's largest termite and pest control companies. Rollins
Protective Services is a pioneer and one of the leaders in residential and
commercial security. Orkin Lawn Care is one of the largest lawn care companies
in the United States. Orkin Plantscaping is the industry's second largest
company with operations in ten major markets.

The principal methods of competition in the Registrant's termite and pest
control business are service and guarantees, including the money-back guarantee
on termite and pest control, and the termite retreatment and damage repair
guarantee to qualified homeowners. Competition in the plantscaping and lawn care
businesses is based on providing customized services together with guarantees,
with the Registrant offering the same money-back guarantee for the services. The
principal method of competition in the residential protection business of the
Registrant is the provision of customized emergency protection services to meet
the particular needs of each customer.

(xi) Expenditures by the Registrant on research activities relating to the
development of new products or services are not significant. Some of the new and
improved service methods and products are researched, developed and produced by
unaffiliated universities and companies. Also a portion of these methods and
products are produced to the specifications provided by the Registrant.

(xii) The capital expenditures, earnings and competitive position of the
Registrant and its subsidiaries are not materially affected by compliance with
Federal, state and local provisions which have been enacted or adopted
regulating the discharge of materials into the environment, or otherwise
relating to the protection of the environment.

(xiii) The number of persons employed by the Registrant and its subsidiaries
as of the end of 1996 was 9,525.

(D) FINANCIAL INFORMATION ABOUT FOREIGN AND DOMESTIC OPERATIONS AND EXPORT
SALES.

Inapplicable.
ITEM 2. PROPERTIES.

The Registrant's administrative headquarters and central warehouse, both of
which are owned by the Registrant, are located at 2170 Piedmont Road, N.E.,
Atlanta, Georgia 30324. The Registrant owns or leases several hundred branch
offices and operating facilities used in its businesses. None of the branch
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offices, individually considered, represents a materially important physical
property of the Registrant. The facilities are suitable and adequate to meet the
current and reasonably anticipated future needs of the Registrant.

ITEM 3. LEGAL PROCEEDINGS.

In the normal course of business, the Company is a defendant in a number of
lawsuits which allege that plaintiffs have been damaged as a result of the
rendering of services by Company personnel and equipment. The Company is
actively contesting these actions. It is the opinion of Management that the
outcome of these actions will not have a material adverse effect on the
Company's financial position, results of operations, or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
Inapplicable.
ITEM 4.A. EXECUTIVE OFFICERS OF THE REGISTRANT.

Each of the executive officers of the Registrant was elected by the Board of
Directors to serve until the Board of Directors' meeting immediately following
the next annual meeting of stockholders or until his earlier removal by the
Board of Directors or his resignation. The following table lists the executive
officers of the Registrant and their ages, offices with the Registrant, and the
dates from which they have continually served in their present offices with the
Registrant.

<TABLE>



<CAPTION>

NAME AGE OFFICE WITH REGISTRANT

OFFICE

<S> <C> <C>

R. Randall Rollins (1)..... 65 Chairman of the Board and Chief Executive Officer
Gary W. Rollins (1)........ 52 President and Chief Operating Officer

Gene L. Smith (2).......... 51 Chief Financial Officer,

Secretary, and Treasurer
</TABLE>

(1) R. Randall Rollins and Gary W. Rollins are brothers.

(2) Gene L. Smith served as the Registrant's Vice President of Finance for the
period 12/30/85 to 1/21/91.

PART IT
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.
Information containing dividends and stock prices on page 12 and the
principal markets on which common shares are traded on page 25 of the 1996
Annual Report to Stockholders are incorporated herein by reference. The number
of stockholders of record on December 31, 1996 was 3,405.

ITEM 6. SELECTED FINANCIAL DATA.

Selected Financial Data on pages 10 and 11 of the 1996 Annual Report to
Stockholders is incorporated herein by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

Management's Discussion and Analysis of Financial Condition and Results of
Operations included on pages 13 through 15 of the 1996 Annual Report to
Stockholders is incorporated herein by reference. The effects of inflation on

operations were not material for the periods being reported.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The following consolidated financial statements and supplementary data of
the Registrant and its consolidated subsidiaries, included in the 1996 Annual
Report to Stockholders, are incorporated herein by reference.

Financial Statements:

Statements of Income for each of the three years in the period ended
December 31, 1996, page 17.

Statements of Earnings Retained for each of the three years in the period
ended December 31, 1996, page 17.

Statements of Financial Position as of December 31, 1996 and 1995, page
16.

Statements of Cash Flows for each of the three years in the period ended
December 31, 1996, page 18.

Notes to Financial Statements, pages 19 through 23.

Report of Independent Auditors, page 24.
Supplementary Data:

Quarterly Information, page 12.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

Inapplicable.
PART ITII
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.
The response to Item 10, applicable to the Directors of the Registrant, is
incorporated herein by reference to the information set forth under the caption

"Election of Directors" in the Proxy Statement for the Annual Meeting of
Stockholders to be held April 22, 1997. Additional information concerning

DATE FIRST
ELECTED
TO PRESENT

10/22/91
1/24/84
1/22/91
1/26/93



executive officers is included in Part I, Item 4.A. of this Form 10-K.
ITEM 11. EXECUTIVE COMPENSATION.

The response to Item 11 is incorporated herein by reference to the
information set forth under the caption "Executive Compensation" in the Proxy
Statement for the Annual Meeting of Stockholders to be held April 22, 1997.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

The response to Item 12 is incorporated herein by reference to the
information set forth under the captions "Capital Stock" and "Election of
Directors™ in the Proxy Statement for the Annual Meeting of Stockholders to be
held April 22, 1997.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

The section entitled "Compensation Committee Interlocks and Insider
Participation" in the Proxy Statement for the Annual Meeting of Stockholders to
be held April 22, 1997, and related footnotes and information are incorporated

herein by reference.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K.
The following are filed as part of this report:
(a) 1. Financial Statements

The following financial statements are incorporated herein by reference to
portions of the 1996 Annual Report to Stockholders included with this Form 10-K:

Statements of Income for each of the three years in the period ended
December 31, 1996, page 17.

Statements of Earnings Retained for each of the three years in the
period ended December 31, 1996, page 17.

Statements of Financial Position as of December 31, 1996 and 1995,
page 16.

Statement of Cash Flows for each of the three years in the period
ended December 31, 1996, page 18.

Notes to Financial Statements, pages 19 through 23.
Report of Independent Auditors, page 24.
(a) 2. Financial Statement Schedule
IT Valuation and Qualifying Accounts

Schedules not listed above have been omitted as either not applicable,
immaterial or disclosed in the financial statements or notes thereto.

(a) 3. Exhibits

<TABLE>
<C> <S>
(3) (1) The Company's Certificate of Incorporation is incorporated herein by
reference to Exhibit (3) (a) as filed with its Form 10-K for the year ended
December 31, 1992.

(ii) By-laws of Rollins, Inc. are incorporated herein by reference to Exhibit
3(b) as filed with its Form 10-K for the year ended December 31, 1993.

(10) Rollins, Inc. 1984 Employee Incentive Stock Option Plan.
(10) (a) Rollins, Inc. 1994 Employee Stock Incentive Plan is incorporated herein by
reference to Exhibit A of the March 18, 1994 Proxy Statement for the Annual

Meeting of Stockholders held on April 26, 1994.

(13) Portions of the Annual Report to Stockholders for the year ended December
31, 1996 which are specifically incorporated herein by reference.

(21) Subsidiaries of Registrant.

(23) Consent of Independent Public Accountants.
(24) Powers of Attorney for Directors.

(27) Financial Data Schedule

</TABLE>



(b) No reports on Form 8-K were required to be filed by the Company for the
quarter ended December 31, 1996.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

ROLLINS,
INC.

By: /s/ R.
RANDALL
ROLLINS
R.
Randall
Rollins
Chairman
of the
Board of
Directors
(Principal
Executive
Officer)
March
26,

1997

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934, THIS
REPORT HAS BEEN SIGNED BY THE FOLLOWING PERSONS ON BEHALF OF THE REGISTRANT AND
IN THE CAPACITIES AND ON THE DATES INDICATED.

<TABLE>

<S> <C>

/s/ R. RANDALL ROLLINS /s/ GENE L. SMITH

R. Randall Rollins Gene L. Smith

Chairman of the Board of Directors Chief Financial Officer, Secretary, and

(Principal Executive Officer) Treasurer

March 26, 1997 (Principal Financial and Accounting Officer)
March 26, 1997

</TABLE>

The Directors of Rollins, Inc. (listed below) executed a power of attorney
appointing Gary W. Rollins their attorney-in-fact, empowering him to sign this
report on their behalf.

Wilton Looney, Director
John W. Rollins, Director
Henry B. Tippie, Director
James B. Williams, Director
Bill J. Dismuke, Director

<TABLE>
<S> <C>

Gary W. Rollins, As Attorney-in-Fact
& Director, President and

Chief Operating Officer

March 26, 1997

</TABLE>
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ROLLINS, INC. AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE

CONSOLIDATED FINANCIAL STATEMENTS OF ROLLINS, INC. AND SUBSIDIARIES:

The Registrant's 1996 Annual Report to Stockholders, portions of which are
filed with this Form 10-K, contains on pages 16 through 24 the consolidated
financial statements for the years ended December 31, 1996, 1995 and 1994 and
the report of Arthur Andersen LLP on the financial statements for the years then
ended. These financial statements and the report of Arthur Andersen LLP are
incorporated herein by reference. The financial statements include the
following:

Statements of Income for each of the three years in the period ended
December 31, 1996.

Statements of Earnings Retained for each of the three years in the period



ended December 31, 1996.
Statements of Financial Position as of December 31, 1996 and 1995.

Statements of Cash Flows for each of the three years in the period ended
December 31, 1996.

Notes to Financial Statements.
REPORT OF INDEPENDENT AUDITORS ON FINANCIAL STATEMENT SCHEDULE, Page 9.
SCHEDULE

<TABLE>

<CAPTION>

SCHEDULE
NUMBER

<C> <S>
II Valuation and Qualifying Accounts, Page 10.
</TABLE>

Schedules not listed above have been omitted as either not applicable,
immaterial or disclosed in the financial statements or notes thereto.
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REPORT OF INDEPENDENT AUDITORS ON FINANCIAL STATEMENT SCHEDULE

To the Directors and the Stockholders of Rollins, Inc.:

We have audited, in accordance with generally accepted auditing standards,
the financial statements included in Rollins, Inc.'s annual report to
stockholders incorporated by reference in this Form 10-K, and have issued our
report thereon dated February 17, 1997. Our audits were made for the purpose of
forming an opinion on those statements taken as a whole. The schedule listed in
Item 14 of this Form 10-K is the responsibility of the Company's management and
is presented for purposes of complying with the Securities and Exchange
Commission's rules and is not part of the basic financial statements. This
schedule has been subjected to the auditing procedures applied in the audits of
the basic financial statements and, in our opinion, fairly states in all
material respects the financial data required to be set forth therein in
relation to the basic financial statements taken as a whole.

ARTHUR ANDERSEN LLP
Atlanta, Georgia
February 17, 1997
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ROLLINS, INC. AND SUBSIDIARIES
SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS

FOR THE YEARS ENDED DECEMBER 31, 1996, 1995 AND 1994
(IN THOUSANDS OF DOLLARS)

<TABLE>
<CAPTION>
ADDITIONS
BALANCE AT CHARGED TO CHARGED TO
BEGINNING COSTS AND OTHER
DESCRIPTION OF PERIOD EXPENSES ACCOUNTS
<S> <C> <C> <C>
Year ended December 31, 1996
Allowance for doubtful accountsS.............. S 9,991 S 8,205 S —-=
Year ended December 31, 1995
Allowance for doubtful accounts.............. S 5,944 S 22,101(2) s --
Year ended December 31, 1994
Allowance for doubtful accountsS.............. S 4,548 S 7,823 S —-=
</TABLE>
NOTE: (1) Deductions represent the write-off of uncollectible receivables, net

of recoveries.

DEDUCTIONS
(1)
<C>
$ 12,235
$ 18,054
$ 6,427

BALANCE AT
END OF
PERIOD



(2) I
b
a

ncludes a Special Charge of $12,000,000 ($7,440,000 after tax
enefit or $.21 per share) relating to the write-off of doubtful
ccounts at September 30, 1995, in the consumer finance operation,

Rollins Acceptance Company.

(3) (1)

(i1)

(10)

(10) (a)

(13)

(21)
(23)
(24)

(27)
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EXHIBIT INDEX

The Certificate of Incorporation of Rollins, Inc. is incorporated
herein by reference to Exhibit (3) (a) as filed with its Form 10-K
for the year ended December 31, 1992.

By-laws of Rollins, Inc. are incorporated herein by reference to
Exhibit (3) (b) as filed with its form 10-K for the year ended
December 31, 1993.

Rollins, Inc. 1984 Employee Incentive Stock Option Plan.
Rollins, Inc. 1994 Employee Stock Incentive Plan is incorporated
herein by reference to Exhibit A to the March 18, 1994 Proxy
Statement for the Annual Meeting of Stockholders held on April
26, 1994.

Portions of the Annual Report to Stockholders for the year ended
December 31, 1996 which are specifically incorporated herein by
reference.

Subsidiaries of Registrant.

Consent of Independent Public Accountants.

Powers of Attorney for Directors.

Financial Data Schedule



EMPLOYEE INCENTIVE STOCK OPTION PLAN

ROLLINS, INC.

1. PURPOSE

This Employee Incentive Stock Option Plan (the "Plan") is intended as an
incentive and to encourage stock ownership by certain officers and other key
employees of Rollins, Inc. (the "Corporation"), or of its subsidiary
corporations (the "Subsidiary" or "Subsidiaries") as that term is defined in
section 425(f) of the Internal Revenue Code of 1954 (the "Code") so that they
may acquire or increase their proprietary interest in the Corporation, and to
reward them properly for meritorious or profit producing services to the
Corporation or the Subsidiaries. It is further intended that options issued
pursuant to this Plan shall constitute incentive stock options within the
meaning of Sec. 422A of the Code.

2. ADMINISTRATION.

The Plan shall be administered by a committee appointed by the Board of
Directors of the Corporation (the "Committee"). The Committee shall consist of
not less than three members of the Corporation's Board of Directors. The Board
of Directors may from time to time remove members from or add members to the
Committee. Vacancies on the Committee, howsoever caused, shall be filled by the
Board of Directors. The Committee shall select one of its members as Chairman
and shall hold meetings at such times and places as it may determine. The
action of a majority of the Committee at which a quorum is present, or acts
reduced to or approved in writing by a majority of the members of the Committee,
shall be the valid acts of the Committee. Each Director while a member of the
Committee shall meet the definition of "disinterested person" contained in Rule
16B-3 of the Securities Exchange Commission. The Committee shall from time to
time at its discretion designate the key employees who shall be granted options
and the number of shares subject to such options.

The interpretation and construction by the Committee of any provisions of
the Plan or of any option granted under it shall be final. No member of the
Committee shall be liable for any act or omission of any other member of the
Committee or for any act or omission on the member's part, including, but not
limited to, the exercise of any power or discretion given the member under the
Plan, except those resulting from the member's own gross negligence or willful
misconduct.

3. ELIGIBILITY

The Persons who shall be eligible to receive options shall be such key
employees (including officers, whether or not they are Directors) of the
Corporation or its subsidiaries as the Committee shall select from time to time
("Optionee" or "Optionees"). An Optionee may hold more than one option, but
only on the terms and subject to the restrictions hereafter set forth.

4. STOCK

The Stock subject to the Options under the Plan shall be shares of the
Corporation's authorized and unissued or reacquired one dollar ($1.00) par value
voting common stock (the term "Shares" as used herein shall refer to the said
one dollar ($1.00) par value voting common stock of the Corporation, the term
"Shares" shall refer to shares which are subject to an option granted under the
Plan). The aggregate number of shares which may be issued pursuant to the
exercise of options under the Plan shall not exceed 800,000 shares. The
limitations established by each of the preceding sentences shall be subject to
adjustment as provided in Section 6(I) of the Plan.

In the event that any outstanding option under the Plan for any reason
expires or is terminated, the Shares allocable to the unexercised portion of
such option may again be subject to an option under the Plan.

5. ANNUAL LIMITATION.

No Optionee shall be granted, in any calendar year, options to purchase
shares having an aggregate fair market value (determined at the date of grant of
such options) in excess of (i) $100,000 plus (ii) any unused carryover limit to
such year computed in accordance with section 422A of the Code.

6. TERMS AND CONDITIONS OF OPTION.



Options granted pursuant to the Plan shall be authorized by the Committee
and shall be evidenced by agreements in such form as the Committee shall from
time to time approve, which agreements shall contain specifically or be subject
to, the following terms and conditions:

(a) NUMBER OF SHARES. Each option shall state the number of Shares to
which it pertains.

(b) OPTION PRICE. Each option shall state the option price, which shall
be not less than 100% of the fair market value of the Shares subject to the
option; provided that options granted to Optionees owning more than 10% of the
voting stock of the Corporation shall have an option price of at least 110% of
the fair market value of the Shares subject to the Option. The "fair market
value" of the Shares subject to an option shall be the closing price of shares
of the Corporation as reported in THE WALL STREET JOURNAL for the trading day on
which the option is granted. If the option is not granted on a trading day,
"fair market value" shall be the closing price of the Shares on the trading day
immediately before the option is granted as reported in THE WALL STREET JOURNAL.
Subject to the foregoing, the Committee, in fixing the option price, shall have
full authority and discretion and be fully protected in doing so.

(c) MEDIUM AND TIME OF PAYMENT. The option price may be paid (i) in
United States Dollars in cash or by check or (ii) by transferring a number of
shares, valued as provided in Section 6 (b) above, as of the date of transfer
having a value equal to the option price, or (iii) by part payment in cash or
check as provided in (i) above and by payment of the balance by transferring
shares to the Corporation as provided in (ii) above.

(d) EXERCISE OF OPTION. Options shall be exercised by the delivery of
written notice to the Corporation setting forth the number of Shares with
respect to which the option is to be exercised, together with (i) cash,
certified check, bank draft or postal or express money order payable to the
order of the Corporation for the amount of the option price to be paid in cash
for such Shares, (ii) stock certificates duly endorsed for transfer to the
Corporation for shares of a value as determined under Section 6(b) equal to the
amount of the option price not paid in cash, and specifying the address to which
the certificates for such Shares are to be mailed. Such notice may be delivered
in person to a member of the Committee, or the Treasurer of the Corporation, or
may be sent by registered mail, return receipt requested, to a member of the
Committee, or the Treasurer of the Corporation, in which case delivery shall be
deemed made on the date such notice is deposited in the mail. As promptly as
practicable after receipt of such notice and payment, the Corporation shall
deliver to the Optionee certificates for the number of Shares with respect to
which such option has been exercised, issued in the Optionee's name. Such
delivery shall be deemed effective for all purposes upon the deposit of such
certificates by the stock transfer agent of the Corporation in the United States
mail, addressed to the Optionee, at the address specified in the notice above
referenced.

(e) CONDITIONS TO EXERCISE OF OPTIONS.

(1) No option granted pursuant to this Plan shall be exercised in whole or
in part more than ten years after it is granted, and such option shall be
subject to such further terms and conditions as to its exercise as the Committee
may prescribe; provided, however, that options granted to Optionees owning more
than ten percent (10%) of the voting power of all classes of stock of the
Corporation shall be exercisable for a period of no longer than five years from
the date of grant.

(2) In order to exercise an option granted hereunder, in whole or in part,
all of the following conditions must be fulfilled at the time of exercise:

(X) The Optionee must be in the employ of the Corporation or one of
its Subsidiaries. However, any Optionee who is totally and permanently disabled
at the time of exercise of an option and who has ceased to work for the
Corporation or one of its Subsidiaries as a result of such disability shall not
be required to be employed by the

Corporation at the time he exercises such option as long as he was employed by
the Corporation or one of its Subsidiaries within one year prior to the date of
exercise of such option. Permanent and total disability for such purposes shall
mean that such Optionee, at the time he ceased his employment by the
Corporation, was unable to engage in any substantial gainful activity by reason
of a medically determinable physical or mental impairment which could be
expected to result in death or which at such time could be expected to last for
a continuous period of not less than twelve (12) months. Such Optionee shall



furnish proof of his disability in form and substance satisfactory to the
Committee.

(Y) The Optionee shall have met any additional specific conditions
imposed by the Committee at the time of the granting of the option.

(f) PRIOR OUTSTANDING OPTION. No option (for purposes of this section
6(f) called "New Option") shall be exercisable while there is outstanding any
Incentive Stock Option (as defined in Sec. 422A of the Code), which Incentive
Stock Option was granted, before the granting of the New Option, to the person
to whom the New Option is granted, to purchase shares of the Corporation or of a
corporation which, at the time the New Option is granted, is a parent or
subsidiary corporation (as those terms are defined in Sec. 425 of the Code) of
the Corporation, or is a predecessor corporation of the Corporation or such
parent or subsidiary corporation. An Incentive Stock Option shall be treated as
outstanding until such option is exercised in full or expires by reason of a
lapse of time.

(9) TERMINATION OF EMPLOYMENT EXCEPT BY DEATH, DISABILITY OR RETIREMENT.
In the event that an Optionee shall cease to be employed by the Corporation or
any of its Subsidiaries for any reason other than his death, disability (as
defined in Section 6(e) (2) (X)), or retirement in good standing (as hereinafter
provided), such Optionee shall not have the right to exercise any unexercised
portion of an option previously granted to the Optionee under this Plan.
Whether authorized leave of absence or absence for military or governmental
service shall constitute termination of employment, for the purpose of the Plan,
shall be determined by the Committee, whose determination shall be final and
conclusive. If, before the date of expiration of the option, the Optionee shall
be retired in good standing from the employment of the Company under the
established rules of the

Company, the option shall terminate on the earlier of such date of expiration or
one day less than three months after the date of such retirement, and the
Optionee shall have the right prior to such termination to exercise the option
only to the extent he was entitled to do so immediately prior to his retirement.

(h) DEATH OF OPTIONEE AND TRANSFER OF OPTION. If the Optionee shall die
while in the employ of the Corporation or a Subsidiary and shall not have fully
exercised an option granted under this Plan, such option may be exercised,
subject to paragraph 6 (e) (1), to the extent that the Optionee's right to
exercise such option had accrued pursuant to this Section 6 of the Plan at the
time of his death, by the executors or administrators of the Optionee or by any
person or persons who shall have acquired the option directly from the Optionee
by bequest or inheritance.

No option shall be transferable by the Optionee otherwise than by will or
under the laws of descent and distribution.

(i) RECAPITALIZATION. Subject to any required action by the stockholders,
the number of shares covered by each outstanding option, and the price per
Share thereof, shall be proportionately adjusted for any increase or decrease
in the number of issued shares of the Corporation resulting from a subdivision
or consolidation of shares or the payment of a stock dividend (but only on the
shares) or any other increase or decrease in the number of issued shares
accomplished without receipt of consideration by the Corporation.

Subject to any required action by the stockholders, if the Corporation
shall be the surviving corporation in any merger or consolidation, each
outstanding option shall pertain to and apply to the stock or securities to
which a holder of the same number of shares as those subject to the option would
have been entitled under the terms of the agreement of merger or consolidation.
In general, 1f the Corporation is merged into or consolidated with another
corporation under circumstances in which the Corporation is not the surviving
corporation, or if the Corporation is liquidated, or sells or otherwise
disposes of substantially all of its assets to another corporation (all
Transactions) while unexercised options are outstanding under the Plan, after
the effective date of a Non-Acquiring Transaction each holder of an outstanding
option shall be entitled, upon

exercise of such option, to receive such stock as those Shares subject to the
option shall be entitled to receive in such Non-Acquiring transaction based upon
the agreed upon conversion ratio or per share distribution. However, in the
discretion of the Board of Directors, any limitations imposed pursuant to
paragraph 6(e) (2) (Y) hereof may be waived so that all options, from and after a
date prior to the effective date of such Non-Acquiring Transaction shall be
exercisable in full, and the right to exercise shall be given to each holder of
an option during a 30-day period may be cancelled by the Board of Directors as



of the effective date of any such Non-Acquiring Transaction.

In the event of a change in the shares of the Corporation as presently
constituted, which is limited to a change of all of its authorized shares with
par value into the same number of shares with a different par value or without
par value, the shares resulting from any such change shall be deemed to be the
shares within the meaning of the Plan.

To the extent that the foregoing adjustments relate to stock or securities
of the Corporation, such adjustments shall be made by the Committee, whose
determination in that respect shall be final, binding and conclusive, provided
that each option granted pursuant to this Plan shall not be adjusted in a manner
that causes the option to fail to continue to qualify as an Incentive Stock
Option within the meaning of Sec. 422A of the Code.

Except as herinbefore expressly provided in this Section 6, the Optionee
shall have no rights by reason of any subdivision or consolidation of shares of
stock of any class or the payment of any stock dividend or any other increase or
decrease in the number of shares of stock of any class or by reason of any
dissolution, liquidation, merger, or consolidation or spinoff of stock of
another corporation, and no issue by the Corporation of shares of stock of any
class shall affect, and no adjustment by reason thereof shall be made with
respect to, the number or price of Shares subject to the option.

The grant of any option pursuant to the Plan shall not affect in any way
the right or power of the Corporation to make adjustment, reclassifications,
reorganizations or changes of its capital or business structure or to merge or
to consolidate or to dissolve, liquidate or sell, or transfer all or any part
of its business or assets; provided, however, that if any such adjustment
shall result in a fractional share for any Optionee under any

option hereunder, such fraction shall be completely disregarded and Optionee
shall only be entitled to the whole number of shares resulting from such
adjustment.

(3) RIGHTS AS A STOCKHOLDER. An Optionee or transferee of an option shall
have no rights as a stockholder with respect to any Shares covered by his option
until the date of the issuance of a stock certificate to him for such Shares.

No adjustment shall be made for dividends (ordinary or extraordinary, whether in
cash, securities or other property) or distributions or other rights for which
the record date is prior to the such stock certificate is issued, except as
otherwise provided in Section 6 hereof.

(k) INVESTMENT PURPOSE. The Corporation shall not be obligated to sell or
issue any shares pursuant to any option unless the Shares with respect to which
the option is being exercised are at that time effectively registered or exempt
from registration under the Securities Act of 1933, as amended.

(viii) Optionee shall not sell, transfer, give or otherwise
convey any of the Shares acquired under this Plan for a period of two
years from the date of the issuance of such Shares to him pursuant to
the exercise of an option, except that this restriction may be
waived, in the sole discretion of the Committee, 1in cases of extreme
hardship. The certificates representing the Shares shall bear the
following legend reflecting the above-described restriction on the
transfer of the Shares:

"The shares represented by this certificate are acquired for
investment only and may not be sold, transferred, given or otherwise
conveyed for a period of two years from the date of issuance as set
forth on this certificate"; and

(ix) the purchase of Shares pursuant to the exercise of
an option shall be for investment purposes, and not with a view
to resale or distribution except that in the event the Shares
subject to such option are registered under the Securities Act of
1933, as amended, or in the event a resale of such Shares
without such registration would otherwise be permissible, such
condition shall be inoperative if in the opinion of counsel for
the Securities Act of 1933 or any other applicable law,
regulation, or rule of any governmental agency.

(1) OTHER PROVISIONS. Options authorized under the Plan shall contain

such other provisions, including, without limitation, restrictions upon the
exercise of the option, as the committee or the Board of Directors of the
Corporation shall deem advisable subject to any limitation on the discretion of



the Board of Directors required by Rule 16B-3. Any such option agreement shall
contain such limitations and restrictions upon the exercise of the option as
shall be necessary in order that such option will be an Incentive Stock Option
as defined in Sec. 422A of the Code or to conform to any change in the law and
shall contain any provisions, restrictions or limitations which shall prevent
such option from being an Incentive Stock Option as aforesaid.

7. TERM OF PLAN.

Options may be granted pursuant to the Plan from time to time within a
period of ten years from the date the Plan is adopted by the Board of Directors
of the Corporation.

8. INDEMNIFICATION OF COMMITTEE.

In addition to such other rights of indemnification as they may have as
Directors or as members of the Committee, the members of the Committee shall be
indemnified by the Corporation against the reasonable expenses, including
attorneys' fees actually and necessarily incurred in connection with any appeal
therein, to which they or any of them may be a party by reason of any action
taken or failure to act under or in connection with the Plan or any option
granted thereunder, and against all amounts paid by them in settlement thereof
(provided such settlement is approved by the independent legal counsel selected
by the Corporation) or paid by them in satisfaction of a judgment in any such
action, suit or proceeding, except in relation to matters as to which it shall
be adjudged in such action, suit or proceeding that such Committee member is
liable for gross negligence or willful misconduct in the performance of his
duties; provided that within sixty (60) days after institution of any

such action, suit or proceeding a Committee member shall in writing offer the
Corporation the opportunity, at its own expense, to handle and defend the same.

9. AMENDMENT TO THE PLAN.

The Board of Directors of the Corporation may, insofar as permitted by law,
from time to time, with respect to any shares at the time not subject to
options, suspend or discontinue the Plan or revise or amend it in any respect
whatsoever except that, without approval of the stockholders, no such revision
or amendment shall change the number of shares subject to the Plan, change the
designation of the class of employees eligible to receive options, decrease the
price at which Options may be granted, remove the administration of the Plan
from the Committee, or render any member of the Committee eligible to receive an
option under the Plan while serving thereon. Furthermore, the Plan may not,
without the approval of the stockholders, be amended in any manner that will
cause options issued under it to fail to meet the requirements of Incentive
Stock Options as defined in Sec. 422A of the Code.

10. APPLICATION OF FUNDS.

The proceeds received by the Corporation from the sale of Shares pursuant
to options will be used for general corporate purposes.

11. NO OBLIGATION TO EXERCISE OPTION.

The granting of an option shall impose no obligation upon the Optionee to
exercise such option.

12. APPROVAL OF STOCKHOLDERS.
The Plan shall not take effect until approved by the holders of a majority
of the

10

outstanding shares which approval must occur within the period beginning twelve
months before and ending twelve months after the date the Plan is adopted by the
Board of Directors.
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TEN-YEAR FINANCIAL SUMMARY

ROLLINS, INC. AND SUBSIDIARIES

<TABLE>
<CAPTION>

<S> <C>
OPERATIONS SUMMARY
(In thousands except per share data)
Revenues
Cost of Services Provided
Depreciation and Amortization
Special Charge

Sales, General and Administrative

Interest Expense (Income), Net

Income Before Income Taxes

Income Taxes

Net Income

Earnings per Share
Dividends per Share
Cash Provided by Operations

Capital Expenditures

Total Assets
Long-Term Debt

Stockholders' Equity

SELECTED RATIO ANALYSIS
(As a % of revenues except return on average equity)

Cost of Services Provided

Sales, General and Administrative
Net Income

Net Income without Special Charge

Return on Average Equity

SHARES OUTSTANDING
(In thousands)

Average

At Year End

</TABLE>

(1) INCLUDES A SPECIAL CHARGE OF $12,000,000 ($7,440,000 AFTER TAX

BENEFIT OR $.21 PER SHARE) AT SEPTEMBER 30, 1995.
10

<TABLE>

$ 627,431
358,783

8,612

229,237

$ 620,435
325,889
7,950
12,000

216,234

$ 605,327
311,315

8,130

208,289

36,766

13,971

$ .58
$ 58,067

$ 12,115

$ 308,783

$ 190,290

57.2%

36.5

$ 1.10(1)
$ .56
$ 46,910
$ 18,026
$ 314,925
$ 214,318
52.5%
34.9
6.3(1)
7.5
19.3
35,849
35,858

$ .50
$ 39,340

$ 8,368

$ 295,265

$ 193,633

51.5%

34.4



<S> <C> <C> <C> <C> <C> <C>

$575,802 $527, 666 $475,555 $436,398 $402,324 $380,834 $354,303
293,499 271,518 247,994 230,107 211,604 193,829 180,513
8,310 7,966 7,806 7,482 7,509 7,013 6,935
203,483 187,238 169,825 155,904 146,658 140,158 126,355
(2,390) (1,870) (2,134) (2,460) (2,215) (1,693) (781)
72,900 62,814 52,064 45,365 38,768 41,527 41,281
28,431 24,812 20,565 17,919 15,236 16,819 19,177

$ 44,469 $ 38,002 $ 31,499 $ 27,446 $ 23,532 $ 24,708 $ 22,104
$ 1.25 $ 1.07 $ 89 $ 77 $ 67 $ 70 $ 63
S 44 S 40 S 39 S .37 S 36 S 34 S 33
$ 40,034 $ 33,319 $ 31,987 $ 36,350 $ 31,955 $ 24,323 $ 29,852
s 7,727 $ 7,042 S 8,536 S 8,929 S 9,747 $ 7,825 $ 8,864
$267,194 $236,291 $204,577 $177,961 $160,121 $146,526 $130,953
$160,508 $129,899 $105,137 $ 86,718 $ 72,228 $ 61,082 $ 48,455
51.0% 51.5% 52.1% 52.7% 52.6% 50.9% 50.9%
35.3 35.5 35.7 35.7 36.5 36.8 35.7

7.7 7.2 6.6 6.3 5.8 6.5 6.2

7.7 7.2 6.6 6.3 5.8 6.5 6.2

30.6 32.3 32.8 34.5 35.3 45.1 50.5
35,638 35,569 35,510 35,465 35,438 35,418 35,232
35,673 35,592 35,532 35,478 35,453 35,426 35,412

</TABLE>
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QUARTERLY INFORMATION

<TABLE>

STOCK PRICES Stock Prices Dividends Stock Prices
Dividends
AND DIVIDENDS 1996 High Low Paid 1995 High
Low Paid
(Rounded to the nearest 1/8) ——————————
<S> <C> <C> <C> <C> <C> <C> <C>
<C>

First Quarter S 24 7/8 $ 20 3/4 $ .14 1/2 First Quarter $ 27 1/2 S
22 S .14



Second Quarter 23 7/8 21 3/4 .14 1/2 Second Quarter 28 5/8 22

1/8 14

Third Quarter 23 1/2 20 .14 1/2 Third Quarter 25 1/4 23
.14

Fourth Quarter 20 7/8 18 1/4 .14 1/2 Fourth Quarter 25 18
7/8 .14
</TABLE>

THE NUMBER OF STOCKHOLDERS OF RECORD AS OF DECEMBER 31, 1996 WAS 3,405.

<TABLE>
<CAPTION>

PROFIT AND LOSS

INFORMATION (In thousands except per share data) First Second Third Fourth
;;; <C> <C> <C> <C> <C>
1996
Revenues $ 142,502 $ 177,847 $ 162,514 $ 144,568
Operating Income 12,515 21,673 6,320 861
Net Income 6,387 12,841 3,306 261
Earnings per Share .18 .36 .09 .01
1995
Revenues $ 142,654 $ 175,350 $ 162,333 $ 140,098
Operating Income 14,901 35,217 6,842 (1) 13,233
Net Income 7,807 21,102 3,454 (1) 6,914
Earnings per Share .22 .59 .09 (1) .20
1994
Revenues $ 136,443 $ 171,874 $ 158,002 $ 139,008
Operating Income 13,755 36,285 22,906 15,984
Net Income 6,888 21,066 13,011 8,596
Earnings per Share .19 .59 .36 .25
</TABLE>

(1) INCLUDES A SPECIAL CHARGE OF $12,000,000 ($7,440,000 AFTER TAX BENEFIT
OR $.21 PER SHARE) AT SEPTEMBER 30, 1995.

12
MANAGEMENT'S DISCUSSION AND ANALYSIS

<TABLE>
<CAPTION>

RESULTS OF OPERATIONS

Selected Industry Segment Data % Change From Prior Year
Increase/ (Decrease)
(In thousands) 1996 1995 1994 1996 1995
<S> <C> <C> <C> <C> <C>

REVENUES

Orkin $ 553,522 $ 547,797 $ 530,099 1.0% 3.3%



Rollins Protective 63,662 59,233 61,692 7.5 (4.0)

Other 10,247 13,405 13,536 (23.6) (1.0)

OPERATING INCOME

Orkin $ 38,844 $ 76,754 $ 78,711 (49.4) (2.5)
Rollins Protective 3,994 4,476 6,579 (10.8) (32.0)
Other (1,469) (11,037) 3,640 N/M N/M

$ 41,369 $ 70,193 $ 88,930 (41.1) (21.1)
</TABLE>

GENERAL OPERATING COMMENTS

The Company's investments in its core businesses contributed to lower than
anticipated operating income and profit margin for 1996. Expenditures for
growth related programs and market expansion initiatives as well as a
substandard termite season negatively impacted 1996 operating income and
margins. Higher insurance costs and termite claims also had an adverse impact
on operating income.

Rollins, Inc.'s consolidated revenues of $627.4 million were 1.1% higher
than in 1995. Operating income decreased $28.8 million or 41.1% over the prior
year. Profit margins declined 41.6% from 1995 as compared to a decline of 23.1%
(9.8% without the Special Charge) from 1994 to 1995.

Orkin revenues increased 1.0% to $553.5 million while operating income and
profit margins decreased 49.4% and 50.0%, respectively, over the prior year.
This compares to a 5.4% margin decrease from 1994 to 1995. Rollins Protective
Services' (RPS) revenues increased 7.5% while operating income and margins
declined 10.8% and 17.1%, respectively, from 1995. Thi