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GlaxoSmithKline Services Unhimited
(Registered number 1047315}

Directors’ report for the year ended 31st December 2011
The Directors submit their report and the audited financial statements for the year ended 31st December 2011

Principal activities

GlaxoSmithKline Services Unlmited (the "Company”) provides management services to companies within the
GlaxoSmithKline Group (the "Group™) The Dnirectors do not envisage any change to the nature of the business in the
foreseeable future

Review of business

The Company made a profit for the financial year of £256 million (2010 profit of £242 milbon) The Directors are of the
opinion that the current level of actvity and the year end financial position are satisfactory and will remain so in the
foreseeable future

The profit for the financial year of £256 million will be transferred to reserves {2010 profit for the financial year of £242
million transferred to reserves)

Principat nsks and uncertainties

The Directors of GlaxoSmithKline plc manage the nsks of the Group at a group fevel, rather than al an individual business
untt level For tins reason, the Company's Directors believe that a discussion of the Group's nsks would not be appropnate
for an understanding of the development, performance or positien of the Company's business The pnncipal nsks and
uncertainties of the Group, which include those of the Company, are discussed in the Group's 2011 Annual Report which
does not form part of this report

Key performance Indicators (KPls)

The Directors of GlaxoSmithKline plc manage the Group's operatons on a business sector basis For this reason, the
Company's Directors beheve that analysis using key performance indicators for the Company s not necassary or appropnate
for an understanding of the development, performance or postion of the Company's business The development,
performance and position of the Group are discussed in the Group's 2011 Annual Report which does not form part of this
report

Results and dividends

The Company's results for the financial year are shown tn the profit and loss account on page 5

No dividend 1s proposed to the hotders of Ordinary Shares in respect of the year ended 31st December 2011 (2010 £nil)

Directors

The Directors of the Company who were n office dunng the year and up to the date of signing the financial statements were
as follows

Edinburgh Pharmaceutical Industnes Limited

Giaxo Group Limited
J S Heslop Resigned on 31st March 2011
S Dingemans Appointed on 1st Apnl 2011

Ne Durector had, dunng the year or at the end of the year, any matenal mterest in any contract of significance to the
Company's business with the exception of the Corporate Directors, where such an interest may anse in the ordinary course
of business




GlaxoSmithKiine Services Unlimited
{Registered number 1047315)

Drrectors’ report for the year ended 31st December 2011
Directors’ indemnity

Each of the Directors of the Company benefits from an indemnity given by the Company under its Articles of Association
This indemmity 1s in respect of habilities incurred by the Director in the execution and discharge of his or its dutes In
addition, each Drector who 15 an individual benefits from an indemnity in respect of babilibes ansing cut of third party
proceedings to which he 1s a party by reason of his engagement in the business of the Group Furthermore, the Company
has provided indemnities to those of its employees who serve as Directors of certain other Group undertakings These
indemnities are also in respect of kabilites ansing out of third party proceedings to which the relevant individual 1s a party by
reason of their engagement in the busiess of the Group undertaking

The following interests of the Dwrectors in office at the year end in the shares of the ulimate parent undertaking,
GlaxoSmithKline plc have been notified to the Company

Employee Share Ownership Trust ("ESOP Trust")

The ESOP Trust purchases shares to satsfy share awards and share options granted by GlaxeSmithKline plc to employees
of the Company At 31st December 2011, the ESOP Trust held 57,405,000 shares at a nominal value of £15 mifion Detalls
of the aggregate consideration paid 15 disclosed in Note 25

Employees

An extensive programme of open, two-way communications stimulates employee engagement in the Group's strategy and
day-to-day operations This includes the publication of regular summary reports from Corporate Executive Team meetings, a
Chief Executive Officer's homs page featuring presentations and a Q&A area, a Group-wide magazine, town hall meetings
and video conferences Live video strearming and video on demand options have been developed as addiional maans of
ensuring employees have access to the most senior levels of management, and as powerful tools for building culture and
dnving alignment across common goals The programme also involves consultation with employees on a regular basis so
that the views of employees can be taken into account in making decisions that are likely to affect therr interests and
achieving a common awareness of all employees in the financial and economic factors that affect the Company's

performance

Share ownership schemes encourage participation as shareholders in GlaxoSmithKline plc, the ultimate parent company of
the Group, increasing awareness of short and long term business objectives Global and local employee opmion surveys
allow employees the opportunity to express their views and perspectives on important company Issues

The Company 1s committed to employment policies free from discimination against potential or existing staff on the grounds
of age, race, ethnic and national ongin, gender, sexual onentation, faith or disability

In particutar the Company 1s committed to offering people with disabilities access to the full range of recruitment and career
opportuniies Every effort 1s made to retain and support staff who become disabled while working for the Group

Creditor payment policy

The Company operates procedures to ensure that suppliers are pad on time  In particular, the Company seeks
* to settle terms of payment with suppliers when agreeing the terms of the transachion,

= to ensure that suppliers are made aware of the agreed terms of payment, and

+ to abide by the terms of payment

The procedures include arrangements for accelerated payment of small supphers

Payment performance
Trade creditors at 31st December 2011 represented 42 days of annual purchases for the Company {2010 34 days)




GlaxoSmithKhne Services Unlimited
(Registered number 1047315)

Directors’ repont for the year ended 31st December 2011

Statement of Directors’ responsibilities

The Directors are responsible for prepaning the Drrectors' report and the financial statements in accordance with applicable
law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law) Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit
or loss of the Company for that year

In prepanng these financial statements, the Directors are required to

+ Select sutable accounting policies and then apply them consistently,

« Make judgements and accounting estimates that are reasonable and prudent,

+ State whether applicable UK accounting standards have been followed, subject to any matenal departures disclosed
and explained in the financial stalements,

= Prepare the financial statements on the going concern basis unless It 15 Inappropnate to presurne that the Company
will continue n business

The Dwectors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any ime the financia! position of the Company and enable
them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other rregulantes

Disclosure of Information to auditors

As far as each of the Directors are aware, there 1s no relevant audit informabon of which the Company's auditors are
unaware, and the Directors have taken all the steps that ought to have been taken to make themselves aware of any
relevant audit information and to establish that the Company's auditors are aware of that information

Independent Auditors

PncewaterhouseCoopers LLP are wiing to continue in office as auditors and resolutions dealing with their reappointment
and remuneration will be proposed at a General Meeting of the Company

order of the Board

Forland on behalf of Edinburgh Pharmaceutical Industries Limited
Corporate Director
26th July 2012




GlaxoSmithKline Services Unlimited

Independent Auditors' Report to the members of GlaxoSmithKline Services Unlimited

We have audited the financial statements of GlaxoSmithKhne Services Unlimited for the year ended 31st December 2011 which comprise the
Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains and Losses and the related notes The financial
reporting framework that has been apphied in therr preparation 1s applicable law and United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Practice)

Respective responsibllities of directors and auditors

As explained more fully 1n the Directors' Responsibilities Statement set out on page 2 the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view

Our responsibility is to audit and express an opinion on the financial statements in accordance with apphcable law and International
Standards on Auditing {UK and lreland) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with Chapter 3 of
Part 18 of the Compames Act 2006 and for ne other purpose We do not, In giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or mto whose hands it may come save where expressly agreed by our prior
consent in writing

Scope of the audit of the financial statements

An audit involves obtaining svidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance
that the financial statements are free from maternal misstatement, whether caused by fraud or error This includes an assessment of whether
the accounting policies are appropriate to the Company's cirgumstances and have been consistently applied and adequately disclosed, the
reasonableness of signiicant accounting estimates made by the directors, and the overall presentation of the financial statements In
addition, we read all the financial and nen-financial information 1n the Directors' Report to identify matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenal misstatements or inconsistencies we consider the implications for our
report

Opinion on financlal statements

In our opinton the financial statements
+ give atrue and farr view of the state of the Company's affairs at 31st December 2011 and of its profit for the
year then ended,

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and
s have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are prepared I1s consistent
with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you i, i our apinion
+ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not wvisited by us, or
« the financial statements are not in agreement with the accounting records and returns, or
+ certain disclosures of directors' remuneration specified by law are not made, or

« we have not received all the inforrmation and explanations we require for our audit

The Company has passed a resolution in accordance with Section 506 of the Companies Act 2006 that the senior statutory auditor's name
should not be stated

PricewaterhouseCoopers LLP E

Chartered Accountants and Statutory Auditors
London
26 July 2012




GlaxoSmithKline Services Unlimited

Profit and loss account
for the year ended 31st December 2011

2011 2010
Notes £m £m
Turnover 2 2,071 2,293
Administrative expenses 4 {1,383) (1,424}
Trading profit 688 866
Other operating expense 5 (202) (264)
Operating profit 6 486 605
Exceptional tems
Restructunng costs 3 (g0) . (155)
Profit before interest and taxation 406 450
Interest receivable and similar income: 7 39 16
Interest payable and similar charges 8 (55) (55)
Profit on ordinary activities before taxation 380 411
Tax on profit on ordinary activities 8 (134) {169)
Profit for the financial year 17 256 242

The results disclosed above relate entirely to continuing operations

There 1s no difference between the profit on ordinary activities before taxation and the profit for the financial year

stated above and therr histoncal cost equivalents




GlaxoSmithKhne Services Unlimited

Statement of total recognised gains and losses
for the year ended 31st December 2011

2011 2010

£m £m

Profit for the financial year 256 242

Changes in actuanal values of retirement benefits (Note 23) (636) 71
Tax effect of changes in actuanal gains/{losses) values of

retirement benefils and impact of change in {ax rate 168 {41)

Total recognised {losses)/gains relating to the year (222) 272




GlaxoSmithKlhine Services Unlimited

Balance sheet

as at 31st December 2011

2011 2010

Notes £m £m
Fixed assets
Tangible assets 10 236 175
investments 11 320 717
556 892
Current assets
Debtors - amount due within one year 12 3,085 2,755
- amount due after more than one year 12 30 28
Cash at bank and in hand 22 124
3,137 2,907

Creditors_amounts falling due within one year 13 (1,065) {1,111)
Net current assets 2,072 1,796
Total assets less current liabilitles 2,628 2688
Creditors amounts falling due after more than one year 13 (976) (975)
Provisions for liabilities 14 (62) 7
Penslon Liabihty 23 (552) (416)
Net assets 1,048 1,220
Capital and reserves
Called up share capital 16 713 713
Profit and loss account 17 336 507
Total shareholders’ funds 18 1,049 1,220

The financial statements on pages 5 to 20 were approved by the Board of Directors on 26th July 2012 and were

signed on its behalf by

/@c ([

P F Blackburn

For and on behalf of Glaxo Group Limited - Corporate Director
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GlaxoSmithKline Services Unlimited
Notes to the Financial Statements for the vear ended 315t Decemnber 2011

Accountmng policles
The pnncipal accounting pokicies adopled in the preparation of these financial statements are set oul below

Bas:s of accounting
These financiat statements have been prepared on the gang concem basis under the historical cost convention the accountng policies set out below
which have been applied consistently, and in accordance with the Comparues Act 2006 and applicable UK Accounting Standards

Foreign currency transactions

Foreign currency transactons are booked in local curmency al the exchange rate ruling on the date of the transacton o at the forward rate  hedged by a
forward foreign exchange contract Foreign cumency monetary assets and habilibes are translated into local cumency at rates of exchange nuting at the
balance sheet date or at the forward rate Exchange differences are included m operating profit

Tumover
Revenuve 1s recoghised in the profit end loss account when services are supplied to Group subsidiaries A management service fee s charged for the
senices provided

Cther operating income
Royalty tncome s recognised in other operating income on an accruals basis m acoordancs with the economic substance of the agreement Other revenues
are recorded as eamed (or as the services are performed)

Expenditure

Expenditure s mecogrused in respect of goods and services recernved when supplied i dance with | terms Py is made when an
obligation exasts for a future liabity In respect of a past event and where the amount of the ebligaton can be relably esimated Adverbsng expenditure is
charged Lo the profit and loss account as incurred Restructunng costs are recognised m respect of the direct expenditures of a busmess reorganisation
where the plans are sufficently detalled and well advanced and where appropnate commurwcation to those affected has been undentaken at the balance
sheet date

Employee share plans
Incertives in the fonm of shares are provided to employees under share option and share award schemes The far values of these oplions and awards are
calcdated at therr grant dates using a Black-Scholes oplion pncing mode! and charged to the income staternent over the relevant vesting period

Tre Company provides finance to the ESOP Trust to purchase shares on the open markel to meel the Company's obligation {o provide shares when
employees exeraise their opbons or ewards Costs of running the ESOP Trust are charged to the profit and loss accourt intrnsic costs being the difference
between market value at the date of grant and the exercise price are charged to the profit and loss account over the periods of service In respect of which
the options and awards are granted Any excess of the purchase pnce over the market price of the shares at the date of grant of the options and awards 1
charged to the prefit and loss account immediately

Shares held by the ESOP Trust ere sccounted for as fixed asset investments held at cost less a provision to recognise the amortisabon of intrinsic costs
and the excess purchase pnce charges to the profit and loss account,

Tangible fixed assets

Tangible fixed assels are stated at historic purchase cost less provisions for depreciation or impaimment Cast includes the ongmal purchase price of the
asset and the costs attributable to bringing the asset to s working condiion for its intended use

The costs of acquuing and developing computer software for Imtemal use and intemet sites for extemal use are capaalised as a tangible fixed asset where
the sofiware or site supports a significant business system and the expenditure leads to the creation of a durable asset.

Depreciation s calculated to write off the cost of tangible fixed assets excluding freehold land In equal annual instalments over their expected useful ives
The nornal expected useful fives of the mejor categories of tangibie fixed assets are

Freeho!d buildsgys 20 to 50 years

Leasehold land and buildings The shorter of lease terr and 50 years
Plant and machinery 10 to 20 years

Fixtures and equipment 3to 10 years

Computer software 3to Syears

Depreciabion on assets in construction does not commence unbl the asset has been completad and is available for use

On disposal of a tangible fixed asset the cost and refated accumulated depreciation are removed from the financial statements and the net amount, less any
proceeds s taken to the profit and ko$s account

Fixed asset investments
Fixed asset mvestments are siated in the balance sheet at cost less any provision made for impairment In value Such mvestments ere classified as current
assets when reparded as available for sale

Impairment of fixed assets

The carmying velues of fixed assets are reviewed for imparment when there 1s an indication that the assets might be fmpaired Any provision for mpairment
15 charged aganst profil in the year concemed Impainment 13 determined by reference to the higher of net realsable vakie and vatue in use which is
measured by reference 1o discounted future cash flows Any provision for impairment is charged to the profit and loss account

Asset rotirement obligations

Asset retirement obhgalions are mcluged within the cost of an asset on s mitial purchase or construction if there is a legal obligation to incur the costs on
retirement of the asset The addition to the cost of the asset and the prowvision are measured by discounting the expected future cash outflows to present
value The asset cost ansing from recognition of the asset retiremeant obligation s depreclated along with the rest of the asset over the expected usefil iife

Leases

Leasing agreemants which transfer to the Company substantally alf the benefits and risks of ownership of an asset are treated as finance leases as ff the
asset had been purchased oulright The assets ere inciuded in tangible fixed assets and the capital element of the leasing commitment 15 shown as
oblgations undes finance leases Asssts held under finance leases are depreciated over the shoder of the tease terms and the useful fives of the assets
The interest element of the lease rental Is charged aganst profit

All other leases are operatmg leases and the annuaf rentals are charged agamnst profit on a straight-line basis over the lease lerm
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GlaxoSmithKline Services Unlimited

Notes to the Financial Statements for the year ended 318t December 2011

Taxation
Curment tax s provided at the amounts expected to be pad applying tax rates that have been enacted or substantatively enacted al the balance sheel date

The Company acceunts for Laxation which 1s deferred or accelerated by reason of tming differences which have originated but not reversed by the balance
sheet date Deferred lax assets are recognised as recoverable and therefore only recognised when on the basis of all avadable evidence it can be regarded
as more likely than not that there will be surtable taxabte profits against which to recover camed-forward {ax losses and from which the future reversal of
underlying tming differences can be deducted Deferred tax on the retaned earmungs of overseas subsidianes 15 only provided when there 1s a binding
comumitment to distnbute past eemings in future penods

Deferred tax is measured at the average tax rates that are expected to apply in the penods in which the Uming differences are expected to reverse Deferred
tax babilites and assets ane not discounted

Provisions for liabilities

Provisions are recogrused when the Company has a present cbhgaton as a result of a past event o 15 probable that a transfer of economic benefits wall be
required to settle the obligabon and a rellable estmate can be made of the amount of the obligation

Derivative financial Instruments
The Coripany does not hold or ssue denvative financial instruments for frading purposes

Derivative financial instruments are used to manage exposure to market nsks from treasury operations The principal dervative mstruments are currency
swaps forward exchange contracts and inferest rate swaps The denvative contracts are treated from inception as an economic hedge of the underying
financial Instrumen, with matching accounting treatment and cash fiows The denvative contracts have high comelation with the spectfic financlal instrument
bemng hedged both at inCeption and throughout the hedge period Denvative nstruments no longer designated as hedges are restaled at market value and
any future changes in vatue are taken directly to the profit and loss account

Currency swaps and forward exchange contracts are used to fix the value of the related asset or liability in the contract curency and at the contract rate

Provislons

Pravisions are made when an obligation exists for a future llability in respect of a past event and where the amount of the obligation can be rekably
estimated Restructuring provisions are made for direct expenditures of 2 business reorganisation where the plans are sufficently detailed and well
edvanced, and where appropnate commurucation to those affected has been undertaken at the balance theet date

Legal and other dispiutes
Provision is made for the anticipated settlement costs and legal and other expenses associated with claims received and legal and other disputes against
the Company where 2 reasonable estimate can be made of the fikely outcome of the dispute All legal costs ane included in edministrative expenses

In respect of product Gabllity claims retated (o products where there 15 sufficient hustory of claims made and settlements an incurred but not reported” (IBNR)
actuarial technique 1s used to determine a reasonable esbmate of the exposure to unasserted claims for those products and & provision is made on that
basis

No provision 15 made for other unasserted claims or where an obligation exists under a dispute but it is not pessible to make a reasonable estimate Costs
associated with claims made by the Company against third parties are charged to the profit and loss account as they are incurred

Pensions and ather post-employment benefit

The cosis of providing pensions under defined benefit schemes are calculated using the prosected unit credit method and spread over the perod during
which benefit is expected to be derved from the employses’ services Pension obligations are measured as the present value of estmated future cash flows
discounted at rates reflecting the yelds of high quality corporate bonds Penslon scheme assets are measured at far value at the balance sheet date
Actuarial gains and losses differences between expected and actual returns and the effect of changes In actuanal assumptions are recogrised in the
statement of recognised income and expense in the year in which they arise The Company's contribution to defined contribution plans are charged 1o the
income statement a$ ncumed The costs of other post-employment Labilittes ane calculated 1n a similar way to defined benefit pension schemes and spread
over the period dunng which benefit 1s expected 1o be derved from the employees' services 1n accordance with the advice of qualified actuanes

Share based payments
Incentives in the form of shares that are prowided to ermployees under share option and share award schemes are fay-valued al ther grant dates and the
cost 15 charged to the profit and loss acoount over the relevant vesting perod

Segmental information
Duning the year ended 31st December 2011 the Company operated i one geographical segment the United Kingdom and one class of business bemg
the provision of management senvices to other Group companies

Restructuring costs
The Group has undertaken an operational excellence programmae to improve the effactiveness and productivity of its operations The costs mncurred under

this progremme reflect projects to eliminate unnecessary processes and simplfy continuing processes leading to staff reductions in admirustrative and
support functions These costs are expected to be incured through to 2013

The analysls of casts incurred under this programme m 2011 and 2010 1s 8s follows 2011 2010
- Em £m
Non operating exceplional expense - restruciuring costs 80 155
Effect on profit on ordinary acinnties before taxation 80 155
Effect on tax on profit on ordinary activities (21) (43)

Effect on profit on ordinary acivties 59 112




GlaxoSmithKline Services Uniimited

Notes to the Financial Statemoents for the year ended 31st December 2011

Adrmunistratove expenses

Admmistrative expenses includes | of accrued p cost of £39 m whech was created m year 2005
Other operating expense
2011 2010
R — — .o Em Em
Other op g exp 202 264
Other operating expense principally comprises the impairment of ESOP Trust shares and pension costs
Operating profit
2011 2010
£m £m
The following items have been charged in operating profiL.
Depreciation of tangible fixed assets
Owmed assets 42 38
Exchange losses on foreign currency transachons 2 9
Operating iease rentals
Land and buildings 4 4
Audit fees
Auditors UK firm 6 5
Fees to auditors for other services
Auditors UK firm 5 03

Dunng the year the Compary bore staff costs on behalfl of the Group and charged a management fee o other Group companies for these services (see
Note 21 for further details)

included within audit fees ebove Is a lee of £31 006 (2010 £30 103) refating to the audrt of the Company and £5 852 000 (2010 £4 946 000} which s
recharged to other Group undertakings

The Company has made en sppropriate charge for management sernices provided to other Group companes mcluding 8n elerment fof audiocs'
remuneraton In 2011 the Compeny made a special contnbution to the Group pension scheme of £368 millon (2010 £365 miilion) which has been
recharged o the vanous LUK operating companies in accordance with the management fee arrangement

Interest recevable and similar Income

2011 2010
£m £m
Other finance income (Note 23) 23 -
On loans with Group undertakings 16 16
39 16
The comparative figures are reciassified lo ensure a consistent presentation with the cument year information
interest payable and similar charges
2011 2010
£m £m
On loans with Group undertakmgs {55) (53)
Other finance expense (Nota 23) _ __ o ) . - R ¢
—(55) (55)
The comparative figures are reclassified {o ensure a consistent presentation with the cument year information
Tax on profit on ordinary activities
2011 2010
Tax charge based on profits for the financisl year £m fm
Current Tax
UK corporation tax at 26 5 % (2010 28%) (125) {152)
Under provision i previcus years {4) (5)
Current tax charge {129} (157)
Deferred Tax
Ongnation and reversal of uming differences - (25)
Adjustments n respect of previous years - ()
Change i+ tax rate - impact on deferred tax _ SO ¢ SR, . )
Deferred taxation (5) {12)
Total tax charge _[134) {169}

The tax assessed for the year 18 higher (2010 higher) than the standard rate of corporation tax in the UK for the year ended 31 December 2011 of 26 5%
{2010 28%) The differences are explained below

2011 2010
Reconcifiation of curment tax charge £m £m
Tax charge on ordinary profits al UK standard tax rate 26 5% (2010 - 28%) {103) {115)
Expenses not deductble for tax purposes 47 {77
Income not taxable - 8
Poor year adustments (o ourent tax (L} {5)
RA&D Tax credit 25 28
Caprtal allowance m excess of gepreciation 2 -
Other tming differences 2) 4
Current tax charge for the year {129) (157)
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GlaxoSmithKime Services Unlimited

Notes to the Financial Statements for the year ended 315t December 2011

The main rate of UK corporation tax reduced from 28% to 26% with effect from t Apnl 2011 Legislation to further reduce the main rate of COTPOraton tax
from 26% to 25% from 1 April 2012 was mcluded in the Finance Act 2011 These tax changes became substantively enacted on 29 March 2011 and § July
2011 respectively and hence the effect of the changes on the defemred tax balances has been nciuded in the figures abowve

On 21 March 2012 the Chancelior announced a further neduchon in the mam rate of UK corporation tax to 24 per cent with effect from 1 Apnl 2012 and 23
per cent with effect from 1 April 2013  These changes became substantively enacled on 26 March 2012 and 3 July 2012 respecirvely The effect of Lhe

changes m rate to 23 per cent would create an addiional debxl of approxamately £5m to the profit and loss account and charge of £12m to reserves  Thig
has not been reflected i the Agures above as the rate changes were na! substantively enacted at the balance shest date

The Chancellor also proposed a changs to further reduca the main rate of corporbion tax by one per cent per annurn to 22 per cent by 1 Aprl 2014 This
change has nat yet been substantively enacted and is nol reflected in the figures above The eflect of the further rechuchon fiom 23 per cent to 22 per cert o
trus apphed to the deferred tax balance at 31 December 2011 would be 1o further reduce the total deferred tax asset by approximately £9m

Tangible assets
Plant,

Land and equipment Assats n Computer

buildings  and vehicles =0 Softy Total
e £m Em Em  Em_ L Em
Cost
At 15t January 2011 3 289 118 82 493
Additions - 87 16 103
Disposals - (1) - - 1)
Reclassfications - 16 (153) L 137 -
AtdtstDecember20t ... . . 3 ___ I\ 8 23 595
Accumulated depreciation
At 1st January 2011 m {264) - (51 (316)
Charge for the year {1} {23) - (18) {42)
Disposals - 1 - - 1
At 315t December 2011 . (e (69} __ {357
Impalment
Al 151 January 2011 - 2) - [k}
Redassficavons _ __ . _ __ R - 2 - @ -
AL3istDecember2011. . - - - . @ _@
Net book value at 1st January 2014 2 4] 119 % 175
Net book value at 31st December 2011 1 18 53 184 236

The riet book value at 31st Decemmber 2011 of the Company’s land and bulkdings compnses freehold properties £1 million (at 15t January 2011 £2 million)

Included in plant equipment and vehicles at 31st December 2011 are leased assets wath a cost of £8 million (at 1st January 2011 £8 milion), accumulated
depreaaton of £6 millon (at 16t January 2011 £6 million) and a net bock velue of £2 milkon (at 1st January 2011 £2 million)

Fixed assot investments
Shares in parent
company
. . o ~ e . - £m Em
Cost
At 1st January 2011 nz? Tr
Drsposals . . . R . o o (155} {155)
Al 31st December 2011 . e e e . .. ...582 562
impaiment
At 1st January 2011 - -
Chargefortheyear e e e e e e e (242 _ (242}
At 315t December 2011 (242} {242)
Canymg vatue at 1st January 2011 17 77
Camying value at 315t December 2011 a0 _ __ | 320

Investments n shares of the Company's parent, GlaxoSmithiime plc consist of shares held by the Ermployee Share Ownershup Plan Trust {see Natas 25)
The market value of these shares a1 315t December 2011 was £845 million (2010 £920 muflion)

In addwon the Company has 100% holding of the Ordinary Shares in GlaxoSmithKline Benefits (Jersey) Limited which are held on trust lor the Company
by Reigo Nominges Limited and Ogler Nominees Limuted at a cost of £2

The Directors believe that the carmng value of the investments 13 supported by their undertying net assels

Debtors
2011 2010
£m Em
Amounts dus within one year
Amounts owed by Group undertakings 3,022 2648
Corporation tax - 58
Other debtors 38 40
Prepayments and accrwedincome . ... . 25 9
e o e . e et o e e wn. Bu8S 2755
Amounts due after more than one year
Deferred taxabon (excluding the doferred taxation on Pensions, see Note15). =~~~ e b 30 2
30 28
3118 2783

The taxaton debior contains amounts which will be recovesed by way of payments from feliow Gioup companies
The compargtve figures have baen reclassified to ensure consistent presentation with the current year information

11
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GlaxoSmithKline Services Unlimited

Notes to the Financial Statements for the year ended 315t December 2011

Creditors

2011 2010
P e el I e B £m
Arnounts falling due within one year
Trade creditors 127 94
Amounts owed to Group undertakings 753 870
Taxation 45 -
Other creditors 73 56
Acguals and deferedincome [ e BT L
1,065 111
Amounts falling due after more than one year
Amounts owed to Group undertakings 974 973
Obligations under finance leases 1 2
o . I - ___ 815
2,040 2 086
Amotnts owed to Group undertakings are unsecured and repayable on demand
The taxation creddor contans amounts which will be payable te fellow Group companies
The comparative figures have been raclassiied to ensure consistent presentation with the current year mformation
Provisions for habilities
Provision for
payroll tax en
Restructunng exercise of Other
provisicn oplions Provisions Total
. - . U - B £m Em__ £m
At 15t January 2011 43 27 T 7
Charge for the year 14 L} 2 22
Reversal of provision (24) - - {24)
Utlsed (1o (10} 3 (2%
At 315t December 2011 23 23 6 52
Provislon for payroll taxes 1s created for making contnbution to Natonal Insurance on exencise of options
Restructunng prowisions and Other prowisions are expected to be utilised by 2013
Deferred tax asset
2011 2010
Em £m
Accelerated capital allowances {8) (6)
Ciher net bming differences kL 3
As at 313t December 30 28
Al deferred taxation movements anse from the ongination and reversal of brming differences
Reconcliiation of deferred taxation asset - ~ . £m
At 1st January 2011 28
Defemed tax charge {excluding the deferred taxaton on Penstons) (2)
Transfer from Stiefel Laboratories (UK) Limited L o oL _4
At 315t December 2011 30
Called up share capital
2011 2010 2011 2010
Number of Number of
shares shares L fm  Em
Authorised
Ordinary Shares of 25p each (2010 25p each) 16,000,000,000 16 000 000,000 4,000 4,000
Issued and fufly pald
Ordinary Shares of 25p each {2010 25p each) 2,852,000,000 2 852,000,000 713 113

12
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GlaxoSmithKline Services Ualimited

Notes to the Financlal Statements for the year ended 315t December 20351

Reserves
Profit and loss. Total
account reserves
- B Em
Al 1st January 2011 507 507
Profit for the financial year 258 256
Share Based Payments 51 51
Changes In actuarial values of retirement benefits 636) {636)
Tax effect on changes in actuarial values of retrement benefits 158 158
At 315t December 2011 335 336
Reconciliation of movements in shareholders' funds
2014 2010
£m £m
Profit for the financial year 256 242
Share Based Payments 51 48
Changes in actuanal vaiues of retrement benefits (636} n
Tax effect on changes in actuaral values of retirement benefits S J1s8 (4N
Net (deduction fromyadditron to shareholders funds i) ki)
Opening shargholders funds. . — e e e L P L B -
Closing shareholders funds 1,049 1220
Commitments
2011 2010
Em £m
Capital Commitments
Contracted for but not provided in the financial statements
Tangble fixed assets 10 15
At 31st December, the Company had annual commitments under non-cancellable operating leases expiring as 2011 2010
follows . . . R S — fn __ ___ _Em
Operating leases on land and buildings which expre
Between cne and five years 14 ]
After five years - . . . o e L1 .-
15 9

Contingent liabilities

Group banking arrangement
The Company together with fellow Group undertalangs has entered into a Group banking arrangement wath the Company’s pnncipal bankers The bank

holds the nght to pay and apply funds from any account of the Company to settie any indebtedness to the bank of any other party to this agreement The
Company’s maxamum potential Eabidity as at 315t December 2011 1s imsted to the amount held on s account with the bank No loss is expected to accrue lo

the Company from the agreement
The Company has ne outstanding guarantees in respect of other borrowings by Group undertalkangs (2010 £nil)

Employees {including Directors’ remuneration)

2011 2010
£m £m

Employee costs
Wages and salaries 897 B39
Social secunty costs 82 BO
Pension and other post retirement costs 66 153
Severance costs afismg from ntegration and restructunng activiies 9 93
Pension and other post-retirement costs arising from restructuring activities. 5 7
Share based payments 50 48
Other costs 73 75
1,192 1,285

All UK employees are remunerated by the Company A management fee 13 charged by the Company to other Group companies for the services of those
employees to other Group companies Pension and other post-retirement costs are charged to other Group companles based on a percentage of salaries

Severance costs of £19 miltion and pension and other post-retirement costs of £5 milion have both arisen as a result of the operational excellence
programme undertaken by the Group (Note 3}

The average monthly number of persons employed by the

Company (including Directors) during the year 2011 2010
Manufactunng 5379 6087
Seling general and adrmistration 5224 5214
Research and devetopment 344 4008

14,017 15 399

The average number of Company employees excludes temporary and contract staff

i
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GlaxoSmithKline Services Unlimited
Notes to the Financial Statements for the year ended 31st December 2031
Directors’ remuneration

During the year the Dinectors of the Company with the exceplion of the Comporate Directors were remunerated as executives of the Group and recerved no
remuneration in respect of therr services to the Company (2010 Enil} Corporate Directors received no remunerabon dunng the year erther as executives of
the Group or in respect of their services to the Company (2010 £nil)

Pensions

The Company operates pension arrangements which cover the Company's contractual obligatons to prowde pensions to relired employees Pension
benefits can be provided by defined contnbution schemes whereby retrement benefits are determined by the value of funds ansing from contnibutions pawd
in respect of each employee or by defined benefit schemes, whereby retirement benefits are based on employee pensionable remuneration and length of
sernce

Formal independent, actuanal valuatons of the Company’s main plans are undertaken reqularty normally at least every three years The assets of funded
schemes are generally held m separately administered trusts Assets are invested in different classes in order to mamntain a balance between nsk and
refurn Investments are diversified to ki the financial effect of the farlure of any indiidual investment

Pensmn costs of defined benefit schemes for accounting purposes have been calculated using the projected unit method

Dunng 2011 the Company made special funding contnbut to the UK pension schemes totalling £368 miliron (2010 - £365 million) In 2010 the Company
reached an agreement with the trustees of the UK defined benefit pension schemes to make addihonal contnbutions to eliminate the pension deficit
wdentified at the 31st December 2011 actuanal funding valuation The additional contnbutions are expected to be £365 millon per year for 2012 to 2013 The
contribubions are based ¢n 2 discount rate of § 25% and an inflaton assumption of 2 8% The next review of contnbution levels 1s In progress and will be
based on the actuanal valuation at 31st December 2011

Employers contribution for 2012 including special funding contnbutions and pension augmentations 15 estmated at approxmately E510 million
In the UK the gefined benefit schemes operated for the benefit of Giaxo Wellcome employees and former SmithKine Beecham employees remain separate
These schemes were closed to new enfrants in 2001 and subsequent employees are enbtied %o join a defined vontnbubion scheme

The Company accounts for pension arrangements i accordance with FRS17 ‘Retirement Benefits Certain disclosures are required on the basis of the

valuation methodology adopted by FRS 17 For defined benefit schernes the fair values of pension scheme assets at 31st December 2011 are compared
wath the future pension kabiliies calcutated under the projected umt method applywyg the followang assumptians

Principal financlal assumptions

2011 2010 2009

~ - - e e a e __ JY%pa . %pa . %pa

Rata of increase of future eamings 400 450 460
Discount rate 480 550 570
Expected pension increases 300 3s0 360
Inflation rate 300 350 360

Mortality Assumptions

The mortality assumptions are based on siandard mortalty tables which allow for future mortality improvements The assumptions are that a member
currently aged 60 will live on average for a further 27 5 years if they are male and for a further 29 0 years if they are female For a member who retires in
2031 at age 60 the assumptions are that they will Eve on average for a further 29 8 years after rebrement if they are male and for & further 30 D years afier
retirement if they are famale

The expected long-term rates of retum on the assets determined based on actuarial advice and the far values of the assets and liabiliies of the defined
benefit schemes are as follows

At 315t December 2011 Expecied rate of
retum Faur value
% £m
Equites 800 4349
Property 700 274
Bonds 340 3354
COther assets 335 1,142
Falr value of assets 9119
Present value of funded scheme cbligations (68)
Present value of urfunded scheme oblig (9,709)
Schemes deficit (656)

Value of schemes in surplus -
Deferred tax hability -

Value of schemes in defict {856)
Deferred tax asset at 25% 164

(492}
Company total {492)
Actual return on scherne assets 286

14




GlaxoSmithKline Services Unlimited
Notes to the Financial Statements for the year ended 3tst December 2011
Pensions contnued

In December 2011 the UK scheme purchased an nsurance contract that wll guarantee payment of specified pensioner liabilities This 5 included withun
Other assets and the Present value of funded scheme obligations in the table abowve at a value of £735 milion at 31st December 2011

At 31st December 2010 Expected rate of
retum Fair value
% £m
Equittes 200 4 681
Property 700 272
Bonds 4 50 2450
Other assets 350 1185
Fair vaiue of assets 8588
Present value of funded scheme obligations {9,027)
Present value of unfunded scheme obligations {57}
Schemes deficit (496)

Value of schemes in surplus -
Deferred tax liabiity -

Vatue of schemes in deficit (496)
Defetred tax asset at 27% 134

(362)
Company total (362}
Actoal relum on scheme assets 877

The Ital provision for penstons and post-rebrement benefits at 31st December 2011 amounts 10 £737 millon (2010 - £570 million) which reduces to £552
mullion (2010 - £416 rmillion} after taking account of deferred tax

In determuining the long-term rate of return ¢n pension plan assets histonca! markets are studied and assets with higher volatility are assumed to generate
tugher retums consistent with widely accepted capiial markel pnnciples The assumed long-term rate of return on each asset class 1S set out within this note

The overall expecied rate of retum on assets s then denved by aggrepating the expected return for each asset ciass over the cumrent asset allocation for the
pian at 31st December 2011 allowing for re-investment of cash earty in 2012

The Company also operates an unfunded post-retrement healthcare scheme The hability under FRS 17 has been assessed using the same assumptions
as for the pension scheme together with the assumption for future medical nflation of 7% in 2011 grading down to 4 85% in 2016 and after On this basis
the Irability for the scheme has been assessed at EB1 milion (2010 - £74 million), whuch reduced to £61 milion (2010 - £54 million) after taking account of
deferred tax

The following amounts representing both pension and post-retrement arangements were recorded in the profit and loss account and statement of
recognised gans and losses for the year ended 315t December 2011
2011 Post
retrrement
Pensions benefits Total
£m £m £Em
Amounts charged to operating profit
Current service cost (123) - {123)
Past service cost 48 . 43
Curtalmentsettiements (5) - {5)
Total charge to operating profit (80) - (80}
Amounts credited/charged to net interest
Expected retum on pension scheme assels 463 - 463
Interest on scheme liabiliies __(435) {4) {440)
Total charged to net interest 27 {4) 23
Amounts recorded in slatement of total
recognised gains and losses (631) (5} {636)
2010 Post
retirement
Panslons benefits Total
£m £m £m
Arnounts charged to oparating profit
Current service cost (130} - (130}
Past service cost - - -
Curtalments/setilernents {30} - _(30)
Taotal charge to operating profit {160} - {160}
Amounts creditedf{charged} to net interest
Expected retum on pension scheme assets 425 - 425
Interest on scheme Fabilites (423 {4) (427}
Total credited to net interest 2 (4) {2)
Amounts recorded in statement of total
recognised gains and losses 73 (2) 71

The cumuiative actuanal losses recorded i the profit and loss account since 15t January 2003 amounted to £1 640 miflon
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GlaxoSmithKtine Services Unlimited

Notes to the Financial Statements for the yoar ended 31st December 2011

Pensions contnued
Post
retirement
Pensions benefits Total
Changes to the present value of the defined benefit obligations are as follows £m Em £Em
Obbgaticn in schemes a1 31st December 2009 (8 413) (72) (B 485)
Charged o operating profit (160} - {160y
Contnbutions by ptan participants (20} . {20}
Benefits paid KER] 4 315
Interest cost (423 @) (427}
Actuanal loss recognised in statement of total
recogrised gams and logses (379) {2) {381)
Obligation m schernes at 31st Decerber 2010 {8 084) (74) (9 158)
Charged to eperatmg profit (80) - {80)
Contributions by plan participants M - (&)
Benefits pat 320 2 322
Interest cost {436} 4 (440)
Actuanal loss recognised in statement of total
recogrused gains gnd losses (454) (5 {459)
Scheme transferred from a fellow group undertaiing (34) - {34)
Obligation m schemes at 315t D ber 2011 (9775) (81) (9.856)
Post
retirement
Pensions benefits Tota)
Em £m £m
Changes to the fair value of plan assets during the year are as follows
Assets at 31st December 2009 7473 - 7473
Expected return on plan assets 425 - 425
Contnbutions by plan partcipants 20 - 20
Benefits paid (311) 4) (315)
Employer contributions 529 4 533
Actuarial gam recognised In statement of total
recogmised gaing and losses 452 - 452
Assets at 315t December 2010 8588 - 8588
Expected retumn on plan assets 463 - 463
Contributrons by plan participants 7 - 7
Benefits pawd (320) - (320)
Empioyer contributions 530 - 530
Actuanal gain recognised n statement of total
recogrused gamns and losses (77 - (rn
Scheme transfemed frorm a feliow group undertaking 28 . 28
Assets at 315t December 2011 9,119 - 9,119
Post
retirement
Pensions benefits Total
£m £m £m
History of expesience adjustments
2011
Expenence adjustments on scheme assets (£m) arn - {m
Percentage of scheme assets at 31st December 2011 2% - 2%
Experience adjustments on scheme labiibes (Em) (66} - {66)
Percentage of present value of scheme Labilibes
at 31st December 2011 1% - 1%
History of experiance gains and losses
2010
Expenence adjustments on scheme assets (Em) 452 - 452
Percentage of scheme assets at 31st December 2010 5% -
Expenence adjustments on scheme hiabiities (£m) (45) - {45)
Percentage of present value of scheme Lablities
at 315t December 2010 - -
History of experk gains and |
2009
Expenence adjustments on scheme assets (Em) 127 - 727
Percentage of scheme assets at 31st December 2009 10% -
Expenence adjusiments on scheme kabidibes (€m) 162 3 185
Percentage of present value of scheme hablibes
at 31st December 2009 2% 4%
History of experience gains and losses
2008
Expenence adjusiments on scheme assets (Em) (1691) - (1 691)
Percentage of scheme assets at 31st December 2008 28% -
Experience adpstments on scheme labliites (Em) {148) 3 {145)
Percentage of present vatue of scheme hiatilibes
at 315t December 2008 2% 4%
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GlaxoSmithKline Services Unfirmited
Notes to the Financial Stztements for the year ended 31st December 2011
Pensions continued

History of experience gains and losses

2007

Expenence adjustments on scheme assets (£m) 168 - 168
Percentage of scheme assets at 315t December 2007 2% -

Expenence adjustments on scheme habibites (Em) 33 - 3

Percertage of present value of scheme Labilitles
at 315t December 2007 - -

Employee Share Schemes

The Group operates share option schemes whereby options are granted to employees to acquire shares or Amencan Depository Shares (*ADS") n
GlaxoSmithKline pic at the grant price savings-related share oplon schemes and share award schemes In addibon the GSK operates tha Performance
Share Plan whereby awards are granted to employees to acquire shares or ADS in GlaxeSmithKline pic at no cost subjec! to the achievermnent by the
Group of specified performance targets and the Share Value Plan whereby awards are granted to employees to acquire shares or ADS m GlaxoSmithKiine
plc at no cost after a three year vesting period The granting of restncted share awards has replaced the granting of options to certain employees as tha cost
of the scheme more readily €quates to the potenbal gamn to be made by the empioyee and from 2010 onwards ne further grants will be made under the
savingsrelated share option schemes

Grants under share options schemes are nommally exercisable between three and ten years from the date of grant Grants of restricted shares and share
awards are normally exercisable at the end of the three year vestng/performance penod Grants under savings-related share options schemes are nofratly
exercisable afler three years' saving Grants under share opton schemes and awards under the Performance Share Plan are normally granied to
employees to acquire shares or ADS in GlaxoSmithKime plc but in some clrcumstances will be setfled in cash Options under the share opton schemes are
granted at the market price nuling at the date of grant |n accordance with UK practice the majonty of optons under the savings-related share option
schemes are granted at a price 20% below the market pnce rufing at the date of grant. Share options awarded to the Directors and with effect from the 2004
grant, the Corporate Executive Team of GlaxoSmithkine pic ("CET™) are subject to performance criteria

The share based compensaton charge has been recorded m the profit and loss account as administrative expenses of £50 milion {2010 - £48 millon)}

Option pricing

For the purpose of valuing options to amive 8t the share based compensaton charge the Black-Scholes option pncing model has been used The
assumptions used m the model are as follows

201 2010

Risk free rate OERN-19% 08%19%
Drvdend yeld 58% 53%
Volatility 24%-28% 26%-29%
Expected lfives of options granted under-

Share option schemes § Years 5 Years

Savings related share option schemes 34 Years 34 Years
Weighted average share price for grants In the year

Ordinary shares £14 80 £1204

ADS $39 10 $37 29

Volalfity 15 determined based on the three year and five year share price hestory where appropriate The far value of performance share plan grants tzkes
nto account market condibons Expected ives of opbions were determined based on wetghted average histonc exercises of options

Options Outstanding Share option schemes - shares Share option schemes - ADS
Weighted Weighted

Number exertise  Weighted far Number exeruise  Weighted fair

‘000 price value ‘000 ___pnce value
As at 31st Decemnber 2009 112,268 £14 28 940 $47 30

Options granted 11,085 £1203 £119 47 $4237 $3sa
Options exercised (3 620) £1187 (45) $3706
QOptions cancelled (12,463) £1543 (150) $48 95
As at 31 December 2010 107 270 £1399 792 $46 87

Options granted - €000 £000 - $0 00 $0 00
Options exercised {14 116) £1197 (92) $4203
Options cancelled (34 778) £17 28 {210) $51 55
As at 31 December 2011 58 376 £126 490 $43 80
Ranpe of exercise prices £1076-£18 15 $3342 - $58 00
Weighted averape market pnce on exercise £13 4% $42 66

Weighted average remairung contractual Ife 4 82 Years 4 70 Years
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Employee Share Schemes continued
Savmgs-refated share opbon schemes
Weighted
Number exercse  Weghted far
‘000 pnee vatue
As at 31 December 2000 8065 £977
Options granted - £0 00 £000
Qplons exercised {1 310% £10 45
_Options cancelled {B00) £10 02
As a1 31 December 2010 5 855 £9 59
Optons granted - £0 00 £000
Options exercised (4 068) £0 55
Options cancelled (317 £970
As at 31 December 2011 1,570 £9 68
Range of exercse prices £9 51 - £10 50
Weighted average market pnce on exercase E13 80
Wetghted average remairing contractual life 110 Years
In order fo encourage employees o converl opbons  excluding savings-related share options held over Glaxe Wellcome or SmithKline Beecham shares or
ADS into those over GlaxoSmithKline pkc shares or ADS a programme was established to grve an additonal cash benefit of 10% of the exercise price of the
ong:nal option prowvided that the employee did not voluntarily leave the Group for two years from the date of the merger and did not exercise the option
before the earlier of six months from the expiry of the ongmal option or two years from the date of the merger The cash benefit will aiso be paid if the options
expine unexercised if the market price is below the exercise pnce on the date of expiry
Op 0 ding at 31 December 2014
Shere option schemes - shares Share opbon schemes - ADS
Weghted Weighted
Number axercise Latest Number BXErcise Latest
Year of grant ‘000 prce  exercise date ‘000 poce _ exercise dale
2002 6350 £1209 031212 at 33725 031212
2003 10,240 £12 66 161213 a7 343 54 281013
2004 3169 £11.22 0212 14 43 $43 12 011214
2005 120 £1316 021015 1 $47 12 021115
2006 5955 £14 69 2807 16 53 $51 15 2707 16
2007 6941 £14 81 250717 60 $57 83 2507 17
2008 5985 E1149 2707 18 80 $44 85 230718
2008 9 434 £117% 2207 19 87 3347 220719
2010 10 164 £1204 210720 59 37 3 210220
Total 58 378 £12 61 491 $43 80
Sawings-related share option schemes
Welghted
Number exercise Latest
Year of grant ‘000 pce exerqise date
2008 320 £9 51 2304 12
2009 1,250 £972 220413
2010 - £0 00 -
Total 1570 £9 68
Opyons nomaily become exercsable three years from (he date of grant but may under cestam arcumstances vest earlier as sel out withn the various
scheme rules
Options exercisablo
Share oplion schemes - shares Share option schemes - ADS
Number Weighted Number Weighted
‘000 exertise pnce ‘000 __exercise pnce
At 318t December 2010 78 852 £1479 651 $48 55
At 315t December 2011 40,862 £1291 377 $48 36
Sawvings-related share option schemes
Number Werghted
000 _ exercise pnce
At 31st Decemnber 2010 175 £1050
Al 315t December 2011 - £000
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Notes to the Financial Statements for the year ended 318t Decermber 2011

Employee Share Schemes continued
GlaxeSmithKhne share award schemes
Performance Share Plan

The Group operates a Performance Shane Plan whereby awards are granted o Directors and senior execttives at no cost, The percentage of each award
that vests 15 based upon the performance of the Group over a defined year measurement penod with dnadends remnvested dunng thesame penod For
awands granted from 2011 enwards to Directors and mermbers of the CET the performance conditions are based on four equally weighted measures overa
three year performance pencd The firs! measure 1s based on the achievement of adjusted free cash flow targets The second measure is based on relatrve
TSR performance against @ comparator group The remaining two measures are based on business-specific performance measures on business
diversification and R&D new product performance For detalls on the caleutation of these measures see Annual Report pages 106 to 133

For awards granted in 2009 and 2010 1o Directors and members of the CET 40% of the award t5 based on the achievement of adusted froe cash flow
targets over a three year measurement period The remakning 60% of the award is based on relative TSR perft a comp. group as
descnbed on pages 112 and 114 Half of the TSR element of each award s measured over three years and half over four years Awards granted lo
Directors and members of the CET prior to 2009 are subject to a smgle performance candibion which compares GSK's TSR over the period with the TSR of
companies in the comparator group over the same penod

For those awards made to all other eligible employees pnor to 2009 the performance condibons consist of two parts  each of which applies to 50% of the
award The first part of the performance condition compares GlaxuSmithKiine ple's Eamming Per Share {*EFS™) growih to the mcrease in the UK Retail
Pnces Index over the three year measurement penod The second part of the performance conditon compares GlaxoSmithKiine pic's TSR over the penod
with the TSR of companties in s comparator group over the same penod For awards granted from 2009 onwards the first part of the performance condition
contnues to be based on EPS The second part of the performance condition is based on strategic or operabonal business measures over a three year
measurement period specific to the employee's business area

Shares Weghted
Number of shares Issuable Number {000} farr value
At M5t December 2010 8,893
Awards granted 4712 £966
Awards exercised {660)
Awards cancelled {2 404)
Al 315t Decermnber 2011 10 541

Shara Value Plan

The Group operates a Share Value Plan whereby awards are granted m the torm of shares to certain employees at no cost The awards vest after three
years There are no performance cntena attached

Shares Wesghted
Number of shares issuable Number (000} farr value
At 315t December 2010 14 252
Awards granted 10823 £978
Awards exercised {4 677}
Awards fled {1 040}
Al 313t December 2011 19 458

Deferrid Investment Award Plan

The Group operates a Deferred Investment Award Plan whereby awards are granted, in the form of notional shares te cerfam senior executives at no cost
Awards typically vest over a three-year period commencing on the fourth anniversary from date of grant with 50% of the award lribally vesting and then 25%
in each of the subsequent two years Thera are no performance critedia attached

Shares Wexghted
Number of shares issuable Number (000} fay value
At 318t December 2010 55
Awards granted 39 £1254
Awards exercised {26)
Awards cancelled {6)
At 315t December 2011 362

Employee Share Ownership Plan Trust

The Company sponsors the ESOP Trust to acquire and hold shares in GlaxoSmithKline pic to satisfy awarnds made under employee incentive plans and
oplons granted under employee share oplion schemes  The trustees of the ESOP Trust purchase shares on the open markel with finance provided by the
Company by way of loan or contnbutions

The expected cost of the obligabons to delver shares under the employee incentlve plans and share opton schemes are charped Lo the profit apd loss

account in eccordance with the accounting policy set out in Note 1() An accelerated charge was made in 2000 in respect of the outstanding cost of
providing shares for awards and options which became exercisable as a result of the merger
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Notes to the Financial Statements for the year ended 315t December 2011
Employes Share Ownorship Plan Trust continued

Details of the exercise prices and the pénods dunng which the oplons and awands are exercisable are disclosed in the Group's 2011 Annual Report

e e e = e o e s 2011 2010
Sharos held for share sward scheme
Number of Ondinary shares (000) 26,840 19 861
Em £m
Hominal vahe 7 5
Carrying value 124 80
Merketvalie = " . e e e - 298 246
Shares heid for share option schemes
Number of Ordinary shares (000) 30,565 54 347
Em £m
Nomina! value 8 i4
Canrying value 196 637
Market value e _ 450 674

The trustees have waived their rights to dnidends on the shares held by the ESOF Trust Other costs in 2011 amounted to £4 396 000 (2010 £7 497 000)
and wera charged to other operaing expense

Currency swaps designated as fair vatue hedges

2011 2010
_ e £000 £'000
At 315t December 2011 272 766

The robonal prncipal amount of the aulstanding derivative instruments at 315t Desember 2011 was £134 milion (2010 - £137 multion) Al outstanding
contracts have a matunty of iess than 12 months

Cash flow statement

A cash flow statement has been included in the consolidated financia) stat of GlaxoSmithKline pic the ultimate parent undertaking which are publicly
available As a wholly owned subsiliary of the ulumate parent undertaking advantage has been taken of the exemption afforded by FRS 1 ‘Cash flow
statements (rewised 1996) not o prepare a cash flow statement,

Group financial statements

The Company 15 & wholly owned subsidiary of the ulbmate parent company and as such has taken advantage of the exemption from prepanng group
financial statements under section 400 of the Companmes Act 2006

Ultimate parent undertaking

GlaxoSmithKline pic a company registered in England and Wales is the Company's immediate and uttmate parent company and controling party The
largest and smallest growp of undertakungs for which group financial statements are prepared and which include the results of the Company are the
consofidated financial statements of GlaxoSmithiline pic  Coples of the consohdated financial staternents can be obtamned from the Company Secretary
GlaxoSmithKine pic 880 Great West Road Brentford Middiesex TWB 9GS

Related party transactions

As a wholly owned subsidiary of the utimate parent company, GlaxoSmithKiine pic advaniage has been laken of the exempbon afforded by FRS 8 Related
party disclosures’ nol to disclose any related party transactons within the Group  There are no other related party transactons







