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Executive Remuneration at Reckitt Benckiser plc

“The U.S. is about the size of the pie. The UK. is about the slice of the pie.”
- Bart Becht, CEO of Reckitt Benckiser

Reckitt Benckiser management believed that the company fostered an innovative and
entrepreneurial culture through a remuneration system that relied strongly on performance-oriented
pay. In fact, as stated in the 2001 Annual Report, “this [remuneration] system drives both in year
performance, through the annual bonus system, and long-term alignment to shareholder value
through the long-term incentive system. . . . Our compensation system is absolutely integral to our
future success.”1 Nevertheless, with a recent trend in the United Kingdom toward more shareholder
involvement in decision-making, especially executive compensation, and incidents of shareholder
protest at other multi-national companies, senior managers and directors at Reckitt Benckiser were
faced with the challenge of balancing executive and shareholder concerns.

The History of Reckitt Benckiser

Reckitt Benckiser plc. was formed in December 1999 by the merger of Benckiser N.V., a
Netherlands-based household products company, and Reckitt & Colman plc., a United Kingdom-
based consumer products company. Founded in Germany by Johann A. Benckiser in 1823 as an
industrial chemical firm, Benckiser eventually branched into consumer products, launching Calgon
water softener and Calgonit Automatic Dishwashing Detergent in the middle of the 20" century.
Reckitt & Colman, which began in 1804 as a flour mill, prospered by manufacturing spices, most
notably mustard. The company eventually divested most of its food lines in favor of household
cleaning, health and personal care products. During the 1980s and 1990s it acquired several popular
brands in these categories, including Airwick air fresheners, Black Flag insecticide, Woolite fabric
care, Easy-Off oven cleaner, Lysol, Glass Plus, and Spray'n Wash.2

1 Reckitt Benckiser 2001 Annual Report.

2 "Reckitt Benckiser plc, Company Profile," Available from Hoovers Online <http://www.hoovers.com> (accessed June 25,
2003).
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When the two companies merged, Alan Dalby, the chairman of Reckitt & Colman was named
chairman of the new company, and Bart Becht, who had been CEO of Benckiser, was named CEO.
The new company divested several non-performing and unrelated brands, while it continued to grow
and expand geographically through acquisitions, such as the purchase of Korean Oxy Company
(makers of Oxy Clean fabric treatment) in 2001. In 2003 Reckitt Benckiser was number one in the
world in household cleaning products and ranked third in the broader household goods category
(see Exhibit 1 for Global household goods market share)3 It owned leading brands in disinfectants,
garment care, automatic dishwashing and depilatories. In 2001, Reckitt Benckiser ranked 11" overall
in consumer package goods behind leaders Unilever and Procter & Gamble (P&G) (see Exhibit 2 for
Consumer non-durable companies).

Overall, the merger was a commercial and financial success. In an interview in Reckitt
Benckiser’s newly built Slough, England headquarters in 2003, Bart Becht explained that the new
company reflected the culture of each of the two combined companies, with 75% of the culture
adapted from Benckiser and 25% from Reckitt & Colman. One important cultural aspect taken from
Benckiser was the emphasis on performance-based pay. The synergy of the products of the two
companies, coupled with the fact that they had complementary geographic strengths, contributed to
their effective integration.

In 2002, sales at Reckitt Benckiser totaled 3.5 billion pounds (£). Fabric care and surface care
products generated nearly 50% of sales, with home care, dishwashing, health and personal care
accounting for another 42%.# The company had a 2002 profit before taxes of £545 million with annual
growth of 26.7%, supported by 23,000 employees (1,300 in the U.K.) with operations in 60 countries.
It sold products in 180 countries and had 50 manufacturing facilities across every continent. The
company's main competitors included: Procter & Gamble (U.S.), Unilever (Netherlands and U.K.),
Colgate-Palmolive (U.S.), The Clorox Company (U.S.), Henkel (Germany) and Dial Corporation (U.S.)
(see Exhibits 1 and 2).> Going forward, the company raised its target for net income growth in the
2003 Interim Report to 14% at actual exchange.®

Company Strategy and Performance

The company's strategy was to grow by acquisitions and organic growth through line
extensions and new products. Indeed, one important factor in the company’s strategic success was its
emphasis on new products, as new products launched in the past three years comprised 32% of net
revenues and the company was on track to meet a targeted 40% by 2004. These new products
expanded what the company considered to be its “top 15 Power Brands.” Reckitt Benckiser was
aggressive in marketing and advertising. Its media budget, which supported these new products,
was 11% of net revenues, one of the highest among its competitors”

3 John Parker, Phil Spencer, Sara Supino and Mark Purdy, Deutsche Bank Company Focus Global Equity Research, "Reckitt
Benckiser A Breath of Fresh Air" (May 13, 2003). Published by OneSource Information Services, Inc.,

<http: //www.onesource.com> (accessed June 29, 2003).

4 "Reckitt Benckiser plc, Company Profile," available from Hoovers Online <http://www.hoovers.com> (accessed June 25,
2003) and "Company Report for Reckitt Benckiser PLC," available from Amadeus <http://www.Amadeus.bvdep.com>
(accessed June 23, 2003).

5 Reckitt Benckiser 2002 Annual Report.
6 Reckitt Benckiser 2003 Interim Report, p 4.
7 Reckitt Benckiser 2002 Annual Report.

2



Executive Remuneration at Reckitt Benckiser plc 104-062

As Becht outlined in the 2002 Annual Report, the strategy also consisted of the following core
components:

e Deliver above industry average net revenue growth. We target to achieve this growth by
focusing on high growth categories in which our top 15 Power Brands hold the market-leading
positions.

e Leverage out net revenue growth into even stronger net income growth and strong cash
generation through improving operating margins and cash flow management8

Analysts considered Reckitt Benckiser to be a financial success (see Exhibit 3 for company
performance, 1999-2002). As the Financial Times noted:

Investors' eyes may glaze over at talk of textured floor wipes and three-in-one dishwasher
tablets. Yesterday's results from Reckitt Benckiser show why they should take notice. The
Anglo-Dutch household products group has outstripped industry sales growth since its birth
in 1999.°

Industry watchers pointed to its product innovations, cash flow and revenue growth as proof
that the company would continue to grow into 2004 (see Exhibit 4).10 Organic growth rates (constant
currency) were between 6% and 7% from 2000 to 2002, with most of that growth in Europe and North
America. Indeed, the company generated 47% of its revenue in Western Europe and 29% in North
America.ll As the 2002 Annual Report pointed out:

We exceeded our financial targets for 2002. Net revenues for the year grew by 7% at
constant exchange to £3,531m. Reported growth was 3%, affected by adverse exchange rates.
Normalised net income grew by 20% to £408m. Net cash flow generation grew by 38% as we
further improved profits, cut net working capital and improved our cash management.12

Remuneration Philosophy

The Global Nature of the Remuneration Plan

Reckitt Benckiser wanted to attract the best executives regardless of country of origin and
believed that it must remain competitive for talent with U.S.-based competitors, such as P&G. There
was also a related concern among those who formulated the company’s remuneration policies that
they pay executives in such a way that they would have complete global mobility. According to John
Beadle, Compensation & Benefits Director, Reckitt Benckiser valued highly the “fresh thinking and
new ideas [that] stem from people moving around from one market to another” and, in practice,
moved everyone in the top commercial team at least once in his or her career. Reckitt Benckiser had

8 Reckitt Benckiser 2002 Annual Report.
9 Financial Times, London. February 21, 2002.
10 gee Parker, supra note 3.

11 "By siness Brief — Reckitt Benckiser PLC: First-Quarter Net Rose 17% on Strength in North America," The Wall Street Journal,
New York, NY, May 8, 2003, available from ProQuest, ABI/Inform, <http://proquest.com> (accessed June 22, 2003).

12 Reckitt Benckiser 2002 Annual Report.
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developed a plan to motivate and retain top managers while adhering to a global remuneration
policy. The plan was a reflection of the company’s culture, and supported both international mobility
and the development of global executives.

Fundamentals of the Remuneration Plan

As Beadle explained, “base pay is sufficient to live on. If one hits his or her targets he or she
will be slightly better off than the competition. However, it is possible for one to exceed his or her
targets and earn a maximum bonus of 3 % times the target bonus.”

The theory behind the compensation plan was twofold: it should be performance driven at
all levels of management and it should be easily understood with targets within each manager’s “line
of sight.” Beadle emphasized that simplicity was a key factor in the remuneration plan. Essential to
this concept of simplicity was the consistency of the plan throughout various levels of management,
including the CEO. Additionally, the company did not use measures such as Economic Value
Added, as those involved with formulating the plan felt it was too complicated when pushed down
in the company.

The 2002 Annual Report pointed out: “We also put a heavy emphasis on winning. This
explains not just our very performance oriented compensation system, but also our need for high
quality people with passionate commitment.”

To assure that they had such people, management, as explained by Becht, rated potential
recruits on both competency and cultural fit. Cultural fit was considered critical and was determined
based on a propensity for achievement, commitment, entrepreneurship, and teamwork. Executives
involved in setting the compensation policies were convinced that attracting employees with these
characteristics was essential to the success of the plan. The outcome of the hiring process, according
to Beadle, was “a self-selected group of people who are motivated and excited by the remuneration
system and who believe in themselves and in the system.”

The plan consisted of three major parts: salary, short-term incentives, and long-term
incentives (see Exhibit 5). Salaries were typically set around the median of competitors according to
compensation surveys. Both base salaries and short-term incentives were paid in cash. Most of a
manager’s compensation was dependent on performance. If an executive met all targets, which were
generally set at the average of the peer group performance, he or she would receive 40% of base
salary as a bonus. However, if the individual substantially exceeded all targets, he or she could earn
up to 140% of base salary. Generally, to achieve this, a performance of double the targets would be
required. If none of the goals were met, the variable compensation would be zero (see Exhibit 6).
Short-term incentives were based on factors within the manager’s control. The three criteria used to
determine the compensation of a manager in a business unit were revenue growth, profit growth,
and networking capital reduction.

Long-term pay was based on targets related to corporate growth over three years as agreed
to by the board of directors, upon the recommendation of the Remuneration Committee. The
indicator used was earnings per share (EPS). The long-term incentives, paid in options and restricted
stock, vested only if the company met the EPS targets. According to Beadle, Reckitt Benckiser was
reducing the grants of options and moving towards granting more restricted stock. The EPS target
for partial vesting was 6% growth per annum, or 19% over a three-year period that was based on
historical industry growth averages. If the company grew EPS at 9% per annum or 30% over three-
years, 100% of the long-term incentives would be granted (see Exhibit 7).
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Due to a strong belief that holding stock in the company would cause employees to behave
like owners, the Remuneration Committee also set a minimum share ownership policy. For example,
the CEO was required to own 400,000 shares within six years of appointment and the top thirty
managers were each required to own 50,000-200,000 shares depending on one’s level (see Exhibit 6).
Consultants from Bain & Company (a U.S.-based global consulting firm) endorsed Reckitt Benckiser’s
plan. In their view stock-based incentives, linked carefully to performance, could effectively bridge
the gap between pressure to raise executive pay scales and the austere economic climate. They
opined that Reckitt Benckiser was a best practice company in this regard:

Even with the right measures in place, unless the incentives to perform are palpable,
compensation becomes a blunt tool or, worse, a scheme that rewards mediocrity. At Reckitt
Benckiser . . .senior managers' base salaries are well below competitors', and long-term
incentives don't pay out unless the company achieves growth rates that are double the
industry average. To earn their bonuses, executives must show measured progress toward the
company's strategic targets. 13

Compensation Decision Makers at Reckitt Benckiser

The Role of Human Resources

Human Resources worked with the board’s Remuneration Committee and with senior
managers to formulate and maintain the remuneration policy. Beadle’s role was to be the inside
expert on all compensation matters, including any design changes, and to ensure the effective
administration of the compensation plan. The Human Resources department at Reckitt Benckiser
also engaged an external compensation consulting firm to provide market data and commentary on
market trends.

The Role of the Board of Directors

Members of the Remuneration Committee of the board (see Exhibit 8) were referred to by
Beadle as the “custodians of the compensation strategy.” It was this committee’s responsibility to
ensure that the policy was aligned with company culture and that it served the business strategy and
executives themselves. Additionally, any changes in the compensation policy had to be approved by
the entire board.

Shareholder Involvement

In late 2003 each London Stock Exchange listed company’s remuneration policy had to be
“blessed” not only by the board of directors, but also by the company shareholders. This shareholder
approval was “advisory,” but companies ignoring the shareholder vote would be subjected to
negative media attention and shareholder protests. There was generally a move toward giving
shareholders more influence in remuneration, both in the London Stock Exchange listing
requirements and in The Combined Code. In July 2003 the Financial Reporting Council published a
revised version of The Combined Code on Corporate Governance outlining governance guidance for
companies as well as good practice suggestions. In accordance with The Code, shareholders at

13 Orit Gadiesh and Marcia Blenko, "Executive Pay: The Same Old Saw?" The Wall Street Journal, New York, N.Y., April 29,
2003, page B4. Available from ProQuest, ABI/Inform, <http://proquest.com> (accessed June 22, 2003).
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Reckitt Benckiser voted on long-term incentive schemes. For example, at the May 2003 Annual
Meeting shareholders approved the 2002 plan for the CEO and directors’ pay.

Reckitt Benckiser directors believed that their performance-based compensation also adhered
to provisions of The Code, which stated that “performance-related elements should form a significant
proportion of the total package of executive directors and should be designed to align their interests
with those of the shareholders and to give these directors keen incentives to perform at the highest
levels.”14

Shareholders also had the right to vote on the amount of dilution allowed under the plan.
Limits were set in the U.K. on how much dilution could be allowed to compensate employees in
“discretionary” (executive) plans. In order to implement its incentives program and to stay even
with its U.S. competition, Reckitt Benckiser needed to obtain its shareholders” approval to raise this
level to above the UK. norm. Prior to the merger, Reckitt & Colman was listed on the London Stock
Exchange; Benckiser was listed on the Amsterdam and New York Stock Exchanges. As a result,
Reckitt Benckiser shares in 2003 were only 35% held in the U.K. (20% were held in the U.S. and 15%
were held in Europe and Asia, with 16% retained by the Benckiser family). Even though such a small
proportion of shares were owned in the U.K., the Remuneration Committee felt it was important that
U K. shareholders be comfortable with larger dilution. To accomplish this the chairman of the board
and the chairman of the Remuneration Committee spent many days talking with U.K. shareholders
about the need to exceed normal U.K. levels of dilution. In 2003 the shareholders approved the use of
2% dilution per year over 5 years for all employee share programs. This 2% dilution program was
still below the 75" percentile of the U.S. peer group, where the range was 1.7-2.5% dilution per year.

Broader Issues on the Table

An area of general confusion for UK. stockholders was the valuation of stock options.
Criticism of several multi-national, globally competitive companies, similar to Reckitt Benckiser, had
been voiced about how they had valued stock options, for example, whether the stock options should
be valued at the price of the stock at the time of the grant. Another issue that concerned shareholders
was the length of contracts for senior executives since they did not want to see companies paying
executives large amounts if the company’s performance did not warrant such compensation.

Initiatives taking place in the UK. indicated that institutional shareholders were increasingly
concerned about executive remuneration plans. As Christine Farnish of the National Association of
Pension Funds said, “we want to see a greater alignment between executive pay and shareholders'
interests.15 To this end, there were a number of examples of remuneration plans about which
shareholders expressed concern:

e 2003: GlaxoSmithKline CEO Jean-Pierre Garnier's remuneration package was voted down by the
company’s shareholders as being exorbitant.16

14 The Combined Code on Corporate Governance, July 2003, as found on the Web site of the Financial Reporting Council
< hitp: //www frc.org.uk> (accessed October 21, 2003). The Combined Code summarized the recommendations of a number
of corporate governance committees in the United Kingdom, dating back to the early 1990s.

15 Chyristine Farnish, Chief Executive, National Association of Pension Funds, quoted in Financial Times, London, April 15,
2003.

16 Julia Finch, “Hewitt threatens to snatch fat cats’ cream,” The Guardian, June 4, 2003.
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e 2003: WPP CEO Sir Martin Sorrell’s 3 year compensation contract only narrowly passed in a
shareholder vote (54%) due to fears of a “golden parachute.”1”

e 2003: Shareholders protested Reuter's CEO Tom Glocer's severance package equaling £2.8 million
after he presided over the worst loss in the company's history.18

Given the importance of incentive compensation in motivating key managers and developing
a culture of risk taking and innovation, Reckitt Benckiser executives and members of the board of
directors were concerned about how to sustain their incentive compensation programs while still
meeting the changing expectations of shareholders. Management at the company considered it
critical to maintain levels of compensation attractive to recruit and retain top managers globally,
while also adhering to shareholder requests that remuneration not get out of hand.

17 Adam Pasick, “WPP sees firming ad sector amid Sorrell pay row,” Reuters, August 18, 2003.
18 Chris Tryhorn, “Glocer under fire over pay deal,” The Guardian, April 17,2003. <www.mediaguardian.co.uk.>
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Exhibit1 Global Household Goods Market —Top 10 Companies (Share %)

1999 2000
The Procter & Gamble Company 17.6 18.1
Unilever Group 14.4 14.3
Reckitt Benckiser pic 7.9 8.0
S. C. Johnson & Son, Inc. 5.8 5.9
The Henkel Group 5.1 5.0
Colgate-Palmolive Company 4.5 4.3
The Clorox Company 2.7 3.0
Kao Corporation 2.0 2.2
Sara Lee Corporation 1.7 1.8
Lion Corporation 1.6 1.6

Source: Adapted from Euromonitor, as reproduced by Deutsche Bank Global Equity Research, May 13, 2003.

Exhibit2 Leading Household Products/Personal Care Companies Ranked By Sales (U.S.$ Millions)

Fiscal Year End Sales Net Income
Unilever Group Dec. 01 43,121.00 1,646.00
The Procter & Gamble Company Jun. 02 40,238.00 4,352.00
Kimberley-Clark Corporation Dec. 01 14,524.00 1,609.90
L'Oreal Group Dec. 01 12,171.00 1,089.00
Colgate-Palmolive Company Dec. 01 9,430.00 1,150.00
The Gillette Company Dec. 01 8,960.00 910.00
Newell Rubbermaid Dec. 01 6,910.00 265.00
Kao Corporation Mar. 02 6,325.00 454,00
Fortune Brands Dec. 01 5,680.00 139.00
Avon Products, Inc. Dec. 01 5,990.00 430.00
Reckitt Benckiser pic Dec. 01 5,002.00 501.00
Shiseido Co., Ltd. Mar. 01 4,711.20 356.90
Estee Lauder Jun. 02 4,144.00 168.50
S.C. Johnson & Son, Inc. Jun. 00 4,200.00 NA
The Clorox Company Jun. 02 4,061.00 322.00
Alberto-Culver ACCPW Sep. 01 2,494.00 110.00
The Dial Corporation Dec. 01 1,660.00 70.00
Revlon Consumer Products Dec. 01 1,322.00 (150.00)
Corporation
Tupperware Corporation Dec. 01 1,114.00 62.00

Source: Adapted from Hoover's Online as reproduced in Standard & Poor's Industry Surveys. Howard Choe, Standard &
Poor’s Industry Surveys, “Household Nondurables, “ (October 24, 2002) from Web site <www.onesource.com>
(accessed June 29, 2003).
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Exhibit5 2001 Average Executive Pay Levels (industrial companies with over $500 million in sales)

B Salary & Perks [ Cash Bonus [l Long-term Incentives (mostly equity-based)

1400
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Pay (US $000s)
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Europe Asia Latin America Australia, New Us
Zealand, Canada

Source: Brian J. Hall, "Six Challenges of Equity-Based Pay Design," from data supplied by Towers Perrin.
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Exhibit6 Report on Director's Remuneration from Reckitt Benckiser's 2002 Annual Report

Report on Directors’ remuneration
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| 130 150
] 1an
130 T4n
i 120
g 150
r mn
1] 1]
L] i
kL m
= L]

e ad EH JLH ) D= oo [ DEC 02 e a7 FEF Ak MBS CEL ) 2000 11 )
=== FEE LD -===- Feergmup
= FiECorin —— Rl B Cunam
—  Fexkir Bow el e — R B

Hotms Homas

TRE #iiph Shoye thowes ke porfonnonce o Feckits Bzrchizer amotens of
TSR perurge agannl e UK T 5L TCIances oeet A eesymar e and
semnfeems (o tha Dessiees Revons s Repor Regulst e 2002, The
fitan wak teleclod on thz boss of comoaries al 2 comparase o e
st O B SEYROT LR FERIEIT e QD 1 ER L

Triw ool alizew dheran tbe perlzmance o Bedic Benckiser in wons of
TR Tt E A3 Ol 5 iemocmasl on o group e a foomar
auninl Thoae wongeanien ddude Churdh & Svegg, Clona, © 1l
Tial, Gike e, shrean & Ishneas Freces B Sarkls ond Sorn o0,
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Bage salaries

Bese salanes are nonmely raeed annally wit effect from

1 Jamaany Increazes zre determinied Ly sofemas g pear qroop,
caramg e maan cor petiors, 2nd ndle Jual [l jf=dgy gl g
salafizg bor Exzoutive [ reciors ang othe Exex ative Comen llee
rieir igan e lypacelly arc ared the median of earmpetior

mErest pr.z-:ti:e.

Annual cash bonus

Thie nneal czsh bonus & dascly lrked 1o e ceniewrmant of
derranding pre detcnted proftat e grewth a0 d azel managaent
1argets gaarad lo el iv:losdry prdormanza The spedfiz
performarza messunes for the ‘othoom T e are el nesErng A
net icons gowlh, The Tarnet pereentage growth rates have oeen
st with retersrce B preailing irdustnr groweh and tha qrowth of
the Compary’s spacific peer PLHTTER Stll s sleele hi i pEremiag s
wriweell rales have heonoset sheove targat, and the achizeement of
These d£|h'2r1|‘|g|1e| Lo pasarem s [on superior perfnrmancs,

For £, as i 2002, the Cxeccdine Divecinre e Iparl'u:'pa'_e irn zn
ann al cash bonue scheme under which they may oo v 100,
(CED) anzd PR (UFC) of nase =3lamy for azhisiing & parfarmaace
lewel wileh is 224 2y the Boars dight v abova 17e incustry medan.
For the actievenen of unlslamding pertarmaener, which the Boord
=els at a level apzrosmabely docble the industre median, e Loms
potesld i 0% [CFC) and 2004% TFD) of base salgra

Slrrlar incenciee Soongemenis e weed for olhar executise:
wrd-wnade.

ArmazE! boUEES 38 ©aT parsionalic,

Lomg-tarm incentives

Tre Commilea halieves that a sgnifizant elerrent of sguity based
BEruneryian erawnes doze sligrment of 1he firaraia nibems s ol
the Exscubye MNeecles and ciher kry owocucives with those of
shanchaldzrs, This s unz erpinned Ly a snificant stiere rmahip
rezi pemar] o eRninT ewecubies, with panalt =2 foe roa-gomolia g
whgh & Aol inopeoee dalail ke o

Laxg-tninn ineznlaes 1=k the formoof a mee of share aptiars and
rechrbcted Bq2es, Joth the cvals and mix of share cptions and
festiicted shenes ere celenmines wilh relerenoe to competithee markes
wate and ks aunsiates cost of share crovEinn. Tre Committas < as
rotallaed 15 guanl padicy under i ircencivag plans n tha crevioas
sear, The Corir diee benclnarks Lala remuneradion for cooouises
agrins the 7510 percentl 2 of fs peer gioap. I cenying out the
Lgradumsarciry eaerciae, e € rpanys ano-term ncenbhes ar o
t1053 of I peer groope are va wsd Laing U 2hak-Suholes valuation
msifialagy wdicn iswide'y aoczpied and enanies like Iof ke’
cormzemsnns. Thee avsrd leecls urder the leng-tarm incentives for e
epatives are then detenmined by cal: slating she diferenoe hatesean
tre exacufives target otal cash compereatlon ard Jope: g uanile
@l rernun s aten el Lhe COmpary’s paer Jrous.

The Corvrrvillee alse by wves that th 2 amancisa of options and wessirng
of restricted sacre Jwamds dlwukl b suljed W the sstisfacion of
perlsmance cone Akrs even thawgh tiash e aditians ore net typical
prectee amarg Rackitt Berckise's seer gieop

An lhwe borg=lerm incar ves are desgned 12 enoourzge costy nod
profitable greeils they o ll onily vesl folkwing tha ach seement of
Ere-determrined parasmanrcs sritsria Faked to carninas per share
(EFSE prowvth. In addition te fo0uss ng e eseoulives o real nmfit
aprowlin, an FRS perlrmatce condition provides the mocl apgpeaprniaty
measLre of tha Company’s widerlyivg parfzorrance @nd 5 a meaasurs
whict i e serfarmancs of 19¢ Feeautivs Jirectses con d recly

et EPS i measured onoem adjusted (rovomaloed) il T

A shaw in the Companys rzporad acoodnts oz this purides
an mdcpondently werifiahle measuns

The wesking schedula fe- the :.pti:qs and restrictod o newards
spzice parfamame, For 2003, the COMMILLEEE 527 the are 12 mets
and levels of swarss & 0 e proviows wear, having regard to the
irdusry certest i sduch e Company apesates and 29z mensizle
mepactations of what wil constdivte pedarmenc: a0 e s of the
pocr geoug, & cwal as nn e acosunt B2aar dpedilic 1o the
Comasny The Cammittes ~as set tha targets Sor nibial vestivg urde-
ile bingeram incertiae plans of 2n zucrage 6% giowth in 594 per
AN, r.':r.li'..'.:|L'.'|E 1o o IERE, -'_|'nw|1 T & tr.ree-'_i,'\ear i ad, which
It carsiters, baszs o0 past parfaemanse, tr ba arcun the induslry
growd T avzrage. 2uf for exceptonal pefunme ree of an aurrage

5% gronlh peer arnum, equivalznt 1o almost 305 ousr 8 Ureegear
Fariod, which woul: be substantially aboom the insustne average,

all the mzzline s ans shares will vest,

EFS growan LaoTpoumg B2 ol Gptione
e A otk a3 and zhaws
L] ik e

=] 140 4

7 P 6

] IEL w2

S 215 i}

Ii 172 eformance aondilion 285 nat been ath e, b Ay O rE-
lessled nowach of the bao sabsagent peart, basad an b previcas
thrze yeer g o, 1 the wordition has not been mat wathie R tree,
the ootiars and restristed shares [apee 1 the perormanc: serd lon
B al e the aptic term & tan years e llw data ol orent

Tha st rules do nat parmil opton prices fo be e 20a
discenrt b rraked prics

Awiarss urdar the long-term incenlive plans ae mal peee onabls

Share Dwnership Policy

[xecutive Dieectars and atfer senor Execulives are suecd looa
compuony share mome sdip salicy, The abjective o ths Pol oy is 1o
emphzsize the alignmart of soriyr skeculives 1o the Comeany znd
I sy tarmets

I ceder 1o 5l 1he 3hare Cwenzizhip Palicy, Easoutwe Directss end
@b Er SERICE BRECUNNES misst swen the Folowing rumbe: of shases:
In:|.1:l__£.'|'_- LR

L] e

AU0,000 £ nzres
AU O shieres

e erion eaasulives |25 50-F5,000 sharcs

Exeutivas, ncle ﬂ'u'lg thase newe perecr l=E 0t promosed inoo senlor
eaerulive poscians, ane @liowas e years 1o reach thewe legets, I ke
Excoutive dogos mob e Fiese requiremenes Wil un ihe remred time
period, the Cemmittes will rat nake a7y farther option grants o
ot 15 of restricled snares to the Sxaoulive crfil 17 targess hava
beert met Further, #, nthe Committzas cpinien, e Exsoulye is not
rakin 2 sl ficivan prouress Loviends sabisfang e msLssmert, 1o
ol reduce e L al grants and awords to that coecutiee il
innpros et 15 cermonsrabel,

Ponsions

I fine wiith 1he Cnmmitiees amphacs on the frpertance of only
Feawars ing Lhe Exeiutive Cirectos for creatng shaneheslder val.ae,
Feckitt Benck s2i cperates adelined renbrisutizn parsion plan, the
Reckict Back sar Ewecicdve Penshcn Plan. k- Bzoot and Rr Jay ame
both rcrnbsers of this Flawith a corepeny enntebutisn rats of
1F.59% of penzanahle pay Bar BAr Becht ard 259 for kAr Dy

PAr Diay's condributions were Ceckdated Do Seplember 27000 when
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he was appointzd to too Bears. ontributions in rospect of S Becht
and ke I':u!,r are showem i Takle 1

Serdlon agreemens

Far mewdy-aepaintisd Executive Directors, the Cammittes has 2g%ead
thal service conbracls shoua geeerally continue Lo ke rallivg aod ke
e rable on siemonths’ notice, Termingticn gayments, ieluding
compensatior payealie during amy notige perod, wrerswor pessbls,
should na: exceed 17 mpnths campensation,

Satuling Emcoativn Dinele i D 2 we agrewmanis which wan be
teeminated By i Corpary on 4x monthe’ aotie with o lumo sum
le-minlion pastrent .n'l.'\-lrllinl._] I {he ng]rp_g.ll# of one and cnes
aall tires base salary and wan Tmes Te avarege of 1he benuac
rareraed e eenedt of the fwe finaratal wAArs rompleted most
reently firfore tree lenmiration. The Sommelicr has r_.clr-:i_lll,l
cirsicened The el af leomination payments in the Gghe al procisian
BT ot the Comiingd Colg and qonsidars thom ppropriale ninin g
raTar i te peeAnls of PTrACTs of the currert Esscotiae CHeectars, IF
Crmes il Lehewe b onculd bz sharehokoans mileests [ reenegoiie e
thesa contracts — please refar to Table 4,

Ploanal pescnnline Clireen Loes cinn monl Fawe sepsin e ALFIATIRT S, Fa.l are
Suliject e vl clion Ly harabodars ey Thia vaar,

Ramunaration policy for Non-Executive Diractors

Tne rermuneration for Mon-Exacutive Diracto s oonssts of jeas

For the'r senices in conrecticn with Board and Bozrd committee
mestir o5, The Boare, tolowing recommerdations fram a
sub-commitlee of the Qoard consising o the CEL, Bart Becht,

ond the CFCL Colin Dy, dzfzrmi-es their foes, fees arz rodaeecd
gnnual y, with the Board 1zking externz edce from Towears Ferin
on oes pract ce and competitive levelks, 1akmg into acocunt the
responsic hities ard time commitment of each Mon-kxecutme Crecar

Iri addditiz s Lo the 2a5c 128 payalle, hof-Exsdoting Diracters, otkar
Tk e Chizmnean, recriae an gcillional 0% 000 pee snnum kar he
Che rrramshio of the sudit Coomittee and the Femuneation
Cor i itiee - sea Taplz 1,

i is tha policy of the Board = whizn the Board =25 ro plans 1o
eilarrye — tha i Hom-Esecutive Directors a'e not aligik'e for parsior
Turd memeership a0d wil' not partiz pate oty of the Company’s
Excrius, share ondion or Iu"l.]-',e"n meenive schames,

External apgolntments

kxecutive Direciors of 1he Compeany may S00e0t one Sppoltiment
o d Momw=Erer e Dirsckor of another coampamye The Anar must
appiote s.on eppattirents anc any exzepbions. Barl Bechils
appointmant 25 a kan-Bacoative Direetor of Frudential plc was
approreed by 17e board on 25 June 002 Cieeciars are pasmiled T
rezain fees for non-esecutive appointne nts,

Pragace of tha Cammitten

The Comimittes s comprasel eoliey of nocr-esence Qi Lo
b Barmar Harf dhalrs the Commize: and s other mombzrs e
O Ha<an khzgren, Adrian 3ellarmy 2nd 21 Eeonde Graono
gk D Hoe ' ia el oan il':h'-l|:-|-'|||1u1| vueles as celived in tha
Combored Coda, &8 e § a epresertative of @ substartial
shacholder the Board belicves he 5 vl placed 1o chair the
Coarnnitie,

Towwers Barrin has baan lormally apoonted 25 an astarnal adwizer
1 e Camrrines and, during the year, a8 providad advize to the
Buand oo expcnlise cersmation lpees, sieocim anc decigr and
I e felating fo retirerment bonefils

rivernel advizers mlude the Chosf Executive Gif car, Bat Baohi end

Executive Remuneration at Reckitt Benckiser plc

the SWP BR. Frans Ruethzr The 80 &6 rot oresent when the
Commities dsouseas bis o remunerat s,

Theoughoat 2002, tha Cang ey coriplisd weilhe the preasicns

of Bcheduls 4, 2 the Coebined Cods ralating b the desion of
prerioermance ~elaled remoneraton -:':;'-'ﬂ-pl_ whem noted abose).

Iy ciepArinng 1his repuarl e Ooerd foas lalkesad che provisions of
soredole 2 oof the Sombined Code, Thie continiz of Uy regor. alse
corrply e 10 the Difeclos 3smuneraticn Rapart fegulatiors 2002,

Approved by Lhe Bosrd on 7 karch 2003 and sigred an s
bexalf by

Dr Patar Harf
Cirecter
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Remunerathon disclosunes

I 2002, RECKILL Eerakssr sLhetantially ain-perfe mes its pees — vet the bonus paid 1o Taecutbive Jieciors has drzgped by con 2 Liind eonparad to
2001 witen mezsuted a5 2 ceicertage al salany from 351% to 220% of tase sz lary for the Sl Faesulive Officer ans 263% 13 1575 “ar the
Cheel Firansal C¥ficer. While the Company 1ed a net sevenice geovth of 3% 7% 2t constart retosk ang o 23% inoreaze in nef monme

[ did 2ot fully meat its e stratch growt Doz s 52t oy e Board o Ghar ealent achiesad in 2007 .

Tabla 1
The iffarmetion on pages 2o 1o 38 ek compres he acliasle discosunes o The Roport on Dinsclor” Remunaratior.

FIIlIFS
Salary Btz Withar o
anl T EaniE I kind L b ] Porsion Tatal el
Fule, Euli) E0DD fais ] LIHID B30 men £000
Chairman
Cir Hakan i zgren 200 - - ™ = 200 a3
Enecutive Directars
Barl Bechl | 802 1,564 a5 I 130 2608 3407
Celin Chay 2 344 AB6 az 12 78 50 1,73
Mon-exeoutive Directors
Cx Feter Harf 45 - - - - 45 L
Adrizn Be lamy 40 - — = 40 o
L7 G ne o 40 - - = . b o
Lo & Pane Laps 40 - - - - 10 ]
Dizter pzudarienz el A0 - - = - E i) ar
Pater Vhite 45 - - - - 45 5
Hare wan der'WWelken A - - - - 4n
Farmar Dirasoes
Al Dalby 2 o ' = a - o
Fron® wen-Llauds Larmésne - - - - - = 15
Jon Riaze = = - - - ]
Total 1,E327 2,054 o3 1] 206 4,044 5247

Matas
I The remunerat on regarlad dnder *Olber pagmends” in raspect oF M- Becht re stos e a Shire Fsrticipaton Stheme soaue (£27 837
af whicy 22,000 was tekens in shaqes ard a NCN-PENSITNACE earn ng: 2P rEnt (29 5550 in ez lion 16 ocher 2sarracteal =oncfits

Tt

The rzrwreiaben reporlesd onzer *Other pagrrents” In i2gpect o ke Duy edatas bn 2 Share Paridpstion Seksme berus E1L%

ol wahicy 28,000 was taken in dhaoe,

3 Te el erroluments of the Lirectors ol Reckits Aeackisar ple 25 defined by Schedulz & of the Companies Aot were ~7.573,22%
{2001 £5,079,000

1 The sguregale gaine macs w7 the Directosrs on tha axercise of shame ostiors donirg tha pear we's £3, 377,802 Q2007 B, /85,715

The Lnnealised gain an the eedirs of mstictzs shares vwas E320,350 (2001 1) urd un exardse of share aptiens wae £563,264 (2007 ailk

& The ttel emoharents < he highest paid Sirector tescducing pension conrileinn s wara E2,473, 975 (2001 £5,383,000]

e A rermuene Rl nr prcks oo for Exetutive Direclors comosed b salay anwal caz7 incentivs 2onws, kog-lenm ireensives in tha farr of
hae oplicns and restncles sheres, sewsion coatrizutions, fully-sscenszd company car (or cash aouvslart and health insuranca, ang school e
arel Lax advica n the case of the Chiel Exccutiae Oficar

Pensions
Wi Eeuiil ad W Bay cre zoth mambars of tha Reckitt Borcbicer Coecuthe Porsion Plar, a defired cenbibtior clan, wih 2 company cerinibuior
sale el 17 LW, of persionacle pay for M- Becot ard 25% for M- Day. Conbriomlions of 2218 284 were 2ald in 2001

Contriowdons inrespact of M Secht cmd b Doy ame snovm o Tabe 1 abow,
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Teble 2 - Directors’ opticns and rastricted shara avards
Table & sats cut each Jractors’ optizng Sees o dighits e ory ey dieres of the Comoary undar the Camoarss var o share nptisn and st 2ed
shane schemes. Tha middie market ence of the < -dinary shgies ot the yzar srd was £1205 and te ranoz dunng the sea was 0933 19717 38

B EGH-IIH; Market Maroct

- e wrste i i

Eunumw:: SEHaRs aran1 AT i B abowimg Lhe Al abon I*:wp:g Aarcina Exareiaiveilin

and resiricte=d shares Nules ele 1008 year wear 311202 price () [{2] po

=z fechd

Qpliare 1 1.1.38 575000 373,000 - NI 17.8707
1 1.1.39 525,000 BAEJMG Eum 11061 e 85 Dee 03
229039 120000 T,£00, 002 £0A0 May £3-Dec £8
£ I T I s (e 100,22 5535 Mgy G3-Dec CO
1 TRIZN R00,000 502,000 LEID May 04-Cerin
3 2. 1,000,000 10010, 20 504 Molay CE=Dm 11
1mnmw 1003 500 1,002,002 N E:L Ry Of-Haw 12

Rusricied shures 2 88M G0,500 JG.C00 30,003 TR 170450 e e 7
. - = B P A% D0 EEID Mley D3-Doer 08
3 1E12.3C 400,000 KD, DG B.EDD Ylay C4-Dec 10
300201 auacug 402,000 aTnn Mley UE-Dec 11
ERRF-PRh P LAFAEH 400,000 10860 by O5-kau 12

Celin Dy

Sptons 3 EL N - 43,0001 A%, D B33E Sup U3-sep 10
3 E2.00 gL 102,005 TR0 NlEy Ld-Lec 10
E I O P B 1 200,000 & 504 Say 5 Do 11
3 IOz e K L0, 00K 1136 Py O8-Moy 12

Remristas dhaors E| 4900 3eCo0 36,000 R33% 2p 0E-5ep 10
3 1E4r0d Fi Tt [ 32,000 E.EOD YWay C4-Dec 10
3 12 du,uua a0.0n% R 1A Sley Us-Uec 11
i ki 0,00 80,000 10863 hlay Q6 ko 12

Feter Harf

St on: 4 1188 Facom 5000 6,765 5 1C0 11,8710

1195 125000 125,007 T 480 LPe: “h=lim 00
Hars wan der Wizlen
Cptons 5 IThERE A1.445 4,445 - B TES 107180
ranted  Ewxcrdsed

Sharesave Grant Al aliwing ile  dhriag the AL Grption

schame clate 1402 yaar vear 310020 price (£} Exerise periad

Bart, Bach 158,00 2777 2,00 BETE Feh 08-jul 08

ol Day B0 1,267 1.8907 BAE Febh aul OF

Notes
1 Theooo grants relate to Banceser annual awands, Where tlie arrend has beson aeerizaz, the rpbon prc2 s shesm in Seing, Yo the
o Ave sl e be exancsad the oziine pice remz ns denominated i1 Baro.

2 For compzund average anrial growth T 2aimings per e e 4 e e peicd of B, #%, S ard 9%, tha pecentace of cplisn
weslivr) werder the initial grant on 29 September 1995 ig 40%, 2045, 80% and 100% ressedively, Thi rernairing 25% of <he mitial eestricted
share grant wil wes; when Ue Jedil 2erckiser ordiran share once has Been 1237 o hamer tar 4 20 corsecitiae dealing day period.

3 Wedirs ol nelicas and estricted shares i subject to the achizeement of thg folkessin g canpoans sverage ann szl growth (C0GR) in
2anings poe Shore o @ Lhiew waar e tind

Frogwa e o Grey, vesirsg 1 %)

- 40 =] o au Y
CAER for opticng and reslicked shumee granted in Derember B3 % Septembar 00 = a 12 15
AR for oplons and resticied shares graned in Decertbes 00 & El 10 12
CAER Tor oplan anu rialicied shares granted in Deceraer 07 & Yavsrther 07 i 7 E q

4 MendEganitie Deputy Chaarmman Pelen Harls opdicos woere grarted 1o hir cver Backizes % "B shares 2dor to the mcige el Barckisee 8%
wuith Reckitt & Colman ple.

5 swrerded 1o Hard van dec A sk s Suzeseisary Board Diracte s of Benckizer WY 2t the anncal Goreral P sting beli in 998,
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Teble 3 - Interests im Lhe share capital of the campany

The 1y razars i affice 2L tre end of the soar had e folgwing seriiosl intarasts in the ardinary srares al the [y el

. B T Wlandh 503 H Decwirlwer e 41 Jooombor 3007
Barl Aecht 736,753 ?.3-1'1,?53 S03.634
agnzn B-ellann; 2,381 % 380 A -wc;
Coln Oy 80,582 By 282 GLLE?2
LM R 2,000 2030 .00
Peter Harf o 799,518 790, 518 5T 240
A Maric i 2875 1,475 L7
DCictar Mo adarscheid ) 32,910 3z 910 FE 00
Hiken Mearan ) B . - x
Peles Uhils ) 1,000 - 1,DIII-:I- | RO
Harrs wan r!E.r Wislen 9270 9270 &30

Mates
1 5 Meadersche e aka geeme ane Barcdser B B Shore

2 Zdoeplaf showt. ne perssn who wes a Direcur (us 4 mernkes ol 2 Directers famikd an 31 Secember 200F hes any notifiazke sz

nterests inany sebsidiary of e Conrprary

3 Tre Compary®s Repister of Dichors’ tzress den'ch 5 open w0 impeciso cenla m ol selak of Drectoas snzrehaldings 2 rd oplisns 1@ suoscrbe.

Tebsle 4 — Service contracts for Fierntive Drectors

Tahie anl siemaivs Uremesimed
ot Nl wmm
karl Bacht 12558 n'a
Calin Croy LI RET e | na

Table 5 [net auditable)

= Lerporcotem bor
wiiml GRry W AT

i manths 1.5 woese selarg 2 o eweirage
borus in groviow lwo yeas

& moriths 1.5 # oase s2lany 2 ¥ Zwerngs

biors w presioes e peas

I 2002, memzens of te Exsculive Committes {ninal ieoehved around 4%, sonion gaeutives fmel 300 around 20% and ather siecil ves (resd
60 araund 0% of the total aveards made woder L lerg- 16 ircenave pans. The todal grants by resultod in1.2% o7 izsuad share wepila
peing watd Tur dsreticnary [or g-term incentive Jas In 2007 and 3% wer g clling ten-vaar 2encd fiam 297 1o 2000, %8s ek 5 balcw

Sheres placed under option | all schemes in the last ten years, less lapsad

Discratinnany Plans

Feckitt Bencsizas EEECLle PRAns
Feckitt & €olinan Lussulive Flans
Share Cumnership Folizg Plan

Employaa

Shares ase UK

Shares ave 15

Shaneaoe rnaseds

Shane Farticpzation S0 erre

Tatal

Source: Reckitt Benckiser 2002 Annual Report, p. 33-38.

T il e

2314
RS
0.ag

(0.5
1.e8
1.6C
0.2

.47
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Exhibit 7 Earnings Per Share targets for Reckitt Benckiser
EPS Growth per annum (%) Compound EPS growth over % of options and shares
3 years (%) vesting
6 19.1 40
7 22.5 60
26.0 80
9 29.5 100

Source: Reckitt Benckiser 2002 Annual Report.
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