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GlaxoSmithKhine Services Unlimited
{Registered number 1047315)

Directors’ report for the year ended 31 December 2012
The Directors subrmit their report and the audited financial statements for the year ended 31 December 2012

Principal activities

GlaxoSmithKline Services Unlimited (the "Company") provides management services to GlaxoSmithKline plc and its
subsidianies {the "Group") The Directors 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 £313 milllon (2011 profit of £256 mulion) The Dwectors are of the
opinion that the current level of activity and the year end financial position are satisfactory and will remain so in the
foreseeable future

The profit for the year of £313 million will be transferred to reserves (2011 profit for the year of £256 million transferred to
reserves)

Principal nsks and uncertainties

The Directors of GlaxoSmithKline plc manage the nsks of the Group at a group level, rather than at an individual business
unit level For thus reason, the Company's Directors beleve that a discussion of the Group's nisks would not be approprate
for an understanding of the development, performance or position of the Company's business The prnncipal risks and
uncertainties of the Group, which include those of the Company, are discussed in the Group's 2012 Annual Report which
does not form part of this report

Key performance indicators (KPls)

The Dwectors of the Group manage the Group's operations on a business sector basis For this reason, the Company's
Directors believe that analysis using key performance indicators for the Company 18 not necessary or appropnate for an
understanding of the development, performance or posihon of the Company's business The development, performance and
position of the Group are discussed in the Group's 2012 Annual Report which does not form part of this report

Results and dividends
The Company’s results for the financial year are shown in the profit and loss account on page 5

No dividend 1s proposed to the holders of Ordinary Shares in respect of the year ended 31 December 2012 (2011 E£mil)

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

Edinburgh Pharmaceutical Industries Limited
Glaxo Group Limited
Simon Dingemans

No Director had, during 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




GlaxoSmithKline Services Unlimited
{Registered number 1047315)

Directors' report for the year ended 31 December 2012

Directors’ indemnity

Each of the Directors of the Company benefits from an idemnity given by the Company under its Articles of Association
This indemnity 1s In respect of habilittes incurred by the Director in the execution and discharge of his or its duties In
addition, each Director who 1s an indvidual benefits from an mdemnity in respect of habilites ansing out of third party
proceedings to which he is 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 alsc in respect of habilibes arnsing out of third party proceedings to which the relevant individual 1s a party by
reason of therr engagement in the business of the Group undertaking

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

Employee Share Ownership Plan Trust ("ESOP Trust")

The ESOP Trust purchases shares to satisfy share awards and share ophons granted by GlaxoSmithKline pic to employees
of the Company At 31 December 2012, the ESOP Trust held 34,633,000 shares at a nominal value of £9 million (2011
57,405,000 shares at a nominal value of £15 million) Details of the aggregate consideration pawd 1s disclosed in Note 24

Employees

An extensive programme of apen, two-way communications stmulates employee engagement in the Group's strategy and
day-to-day operations This includes the publcaton of regular summary reports from the Corporate Executive Team
meetings, a Chief Executive Officer's home page featuring presentations and a Q8A area, a Group-wide magazine, town hall
meetings and videe conferences Live videc streaming and video on demand options have been developed as additional
means of ensunng employees have access to the most senior levels of management, and as powerful toocls for building
culture and driving alignment across commen goals The programme also involves consultation with employees on a regular
basis so that the views ¢f employees can be taken into account In making decistons that are likely to affect their 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 GlaxoSmithKhine plc, the ultmate parent company of
the Group, Increasing awareness of short and long term business objectives Global and local employee opinion surveys
allow employees the opportunity to express their views and perspectives on important company 1ssues

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

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

Creditor payment policy

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

+ to ensure that supphers 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 suppliers

Payment performance

Trade creditors at 31 December 2012 represented 72 days of annual purchases for the Company (2011 Restated 91days)




GlaxoSmithKline Services Unhmited
(Registered number 1047315)

Directors’ report for the year ended 31 December 2012

Statement of Directors’ responsibilities

The Directors are responsible for prepanng the Directors' 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 Drrectors
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 far view of the state of affairs of the Company and of the profit
or loss of the Company for that period

In prepanng these financial staterments, the Directors are required to

+ select suitable 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 statements,

- prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the Company
will continue m business

The Directors 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 time the financial posibon 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 preventon and detection of fraud
and other irregulanties

Disclosure of Information to auditors

As far as each of the Directors are aware, there 1s no relevant audit information of which the Company's auditors are
unaware, and the Directors have laken all the steps that cught 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

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

By order of the Board

Forand on behalf of Edinburgh-Pharmaceutical [ndustries Limited
Corporate Director
24 July 2013




GlaxoSmithKline Services Unlimited

Independent auditors' report to the members of GlaxoSmithKline Services Unlimited

We have audited the financial statements of GlaxoSmithKline Services Unlimited for the year ended 31 December 2012
which compnse 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 applied in their preparation 1S appiicable law and United
Kingdom Accounting Stancdards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibllities of directors and auditors

As explained more fully in the Directors’ Responsibiliies Statement set out on page 3 the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view

Our responsibibty s to audit and express an opimion on the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Thus repon, including the opinions, has been prepared for and enly for the Company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no 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 into whose hands it
may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audt nvolves obtaining evidence about the amounts and disclosures in the financial statements suficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the Company's circumstances and
have been consistently applied and adequately disclosed, the reasonableness of significant accounting esttmates made by
the Directors, and the overall presentation of the financial statements In addition, we read all the financial and non-
financial information in the Directors' report to identfy maternal inconsistencies with the audited financial statements If we
become aware of any apparent matenal nusstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opirion the financial statements

* give a true and fair view of the state of the Company's affairs at 31 December 2012 and of its profit for the year
then ended,

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

* have been prepared in accordance with the requirements of the Companies Act 2006

Oplnlon on other matters prescribed by the Companies Act 2006

In our opiion the mformation given in the Directers' report for the financial year for which the financial statements are
prepared 1s 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 repor to you i,

n our opinion

 adequate accounting records have not been kept, or returns adequate for our audnt have not been receved from
branches not visited by us, or

+ the financia! 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 information 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 auditor's name
should not be stated

PrncewaterhouseCoopers LLP
Chantered Accountants and Statutory Auditors
London

24 July 2013




GlaxoSmithKline Services Unlimited

Profit and loss account
for the year ended 31 December 2012

2012 2011
_ _ Notes £m £m
Turnover 2 1,832 2,071
Administrative expenses (1,222) (1.625)
Trading profit 610 446
Other operating (expense} / Income 4 (114) 40
Operating profit 496 486
Exceptional items
Restructuring costs 3 {120) (80)
Profit before interest and taxation 376 406
Interest receivable and similar income 6 42 39
Interest payable and similar charges ) 7 {54y (58)
Profit on ordinary activities before taxation 364 390
Tax on profit on ordinary activities 8 {51) (134)
Profit for the financial year 17 313 256

The results disclosed above for both the current year and pnor year relate entirely to continuing operations

There 1s no difference in either the current year or prior year between the profit on ordinary actvities before
taxation and the profit for the financial year stated above and thewr historical cost eguivalents




GlaxoSmithKhine Services Unlimited

Statement of total recognised gains and losses
for the year ended 31 December 2012

2012 2011
- £m £Em_
Profit for the financial year 313 256
Changes in actuarnial values of retirement benefits {Note 22) (446) (636)
Tax effect of changes in actuanal losses values of rehrement
benefits and impact of change n tax rate 98 158
Total recognised losses relating to the year (35) (222)




GlaxoSmithKline Services Unlimited

Balance sheet
as at 31 December 2012

2012 2011
Notes £m £m
Fixed assets
Tangible assets 9 312 236
Investments 10 186 320
o . 498 556
Current assets
Debtors - amount due within one year 11 4,477 3,085
- amount due after more than one year 11 28 30
Cash at bank and in hand 34 22
N o o L 4,639 3137
Creditors amounts falling due within one year 12 {2,594) (1.065)
Net current assets 1,945 2,072
Total assets less current liabilities 2,443 2,628
Creditors amounts falling due after more than one year 12 (973) (975)
Provisions for liabilities 13 (77} (52)
Net assets before penston hability 1,393 1,601
Pension hability 22 (323) (552)
Net assets 1,070 1,049
Capital and reserves
Called up share capital 15 713 713
Profit and loss account 3 .18 - 357 336
Total shareholders' funds 17 1,070 1,049

The financial statements on pages 5 to 20 were approved by the Board of Directors on 24 July 2013 and were

signed on its behalf by

// P

P F Blackburn
For and on behalf of Glaxo Group Limited - Corporate Director
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GlaxoSmithKline Services Unlimited
Notes to the Flnancial Statements for the year ended 31 December 2012

Accounting policles
The prncpal accounung policies adopted i the preparaton of these financial statements are sat out below

Basls of accounting

These financial statements have been prapared on the going concem basis under the histoncal cost convenuon the accountng policies set out balow
which have been apphed consistently and in accordance with the Companies Act 2006 and applicable UK Accounting Standards

Foreign currency transactions
Foreign currency transactions are booked in local curency at the exchange rate ruling on the date of the transacton or at the forward rate if hedged by a

forward foreign exchange contract Foreign currency monetary assets and habilibes are transfated into local currency at rates of exchange ruling at the
balance sheet date or at the forward rate Exchange differences are included in operating profit

Turmover

Revenue 13 recognised in the profit and lass account when services are supphed 1o Group subsidianes A management service fee 1s charged for the
services provided

Expenditure

Expenditure s recogmsed n respect of goods and senvces received when supplied In accordance with contractual lerms A prowvision Is made when an
cbhigatonexsts for a future hability n respect of a past event and whare tha amount of the gbligabioncan ba reliably esimated Advertising expendituses
charged to the profit and loss account as incurred Restructunng costs ara recognised in respect of the direct expenditures of a business reorganisation
where the plans are suffictentty led and well ad' d and where appropnate communicatonto those affectad has been underiaken at the balance
sheet date

Employee share plans

Incentvas 1 the form of shares are provided to employees under share opiron and share award schemes The fair values of these options and awards are
calculated at theuwr grant dates using a Black Scholas opton pacng modal and charged to the iIncome statement aver the relevant vesting penod

The Company provides finance 1o the ESOP Trust 1o purchase shares on the open market to meet the Company s obligaton 1o prowide shares when
empleyses exarcise ther options or awards Costs of running the ESOP Trust are charged to the profit and loss aceount Intnnsic costs beng the
difference between market value at the date of grant and the exercise pnce are charged to the profit and loss account ovar the penods of service in
respect of which the oplions and awards are granted Any excess of the purchase price over the market pnce of the shares at the dale of grant of the
optans and awards 15 charged to the profit and loss account immediately

Shares hald by the ESOP Trust are accounted for as fixed asset Investmants held at cost less @ provision to recognise the amortisationof INMNNSIC Costs
and the excess purchase pnee charges to the profit and loss account

Tangible fixed assets

Tangislafixed assets are stated at histong purchase cost less provisions for depreciation or impairment Cost includes the onginal purchase pnce of the
asset and the costs atinbutable to bnnging the asset to its working cend:tion for tis intended use

The costs of acquinng and daveloping computer saftware for internat use and internet sites for extamat use are capitalised as a langible fixed asset where
the software or site supports a significant business systemn and the expenditure leads to the creation of a durable asset

Depreciation:s calculated to wnte off the cost of tangiblefixed assats excludingfresholdland in equal annual instalments over therr expacted useful lives
The nomal expected useful lives of the major categones of tangible fixed assets are

Freehold buildings 2010 50 years

Leasehold land and buildings Thea shorter of lease term and 50 years
Plant and machmery 10 1o 20 years

Fixtures and equipment 3to 10 years

ERP systems software 7 years

Computer software 3to 5 years

Depreciation on assets N constructon doas not commenca untl the asset has bean completed and is available for use

Enterpnse Resource Planning (ERP} systems software generally involves significant cuslormisation prior to implementaton and 15 expected to have a
useful economic Iife of seven years rather than the maximum fiva years of other computer software

On disposal of a tangible fixed assat the cost and related accumulated depreciation and impairments are removed from the financial statements and the
ngt amount less any procesds 1s taken to the profit and loss account

Fixed asset investments

Fixed asset investments are stated in the balance sheet at cost less any provision made for impairmentn value Such invesiments are classified as
currant assets when regarded as avalable for sale

Impairment of fixed assets

The carrying valuas of fixed assets are rewawed for imparmentwhen thare is an Indication that the assets might be impared Any provision for impairment
)5 charged against profit In the year concemed Impaimentss detenminedby raference to the higher of ne! realisable vaiue and valua In usa which s
measured by reference to discounted future cash flows Any provision for impairment is charged to the profit and loss account

Asset retirement obligations

Assal retrementobligations are included within the cost of an asset on iis initial purchase or construction f there 1s 3 tegal obligationto incur the costs on
retiremant of the asset The addibon to ihe cosi of the asset and the prowsion are measuredby discounting the expected future cash oulfiows to presert
value The asset cost ansing from recogniion of the asset retirement cbligation 1s depreciated along with the rest of the asset over the expected useful lifa

Leases

Leasing agreementswhich transfer to the Company substanbally all the benefits ana nsks of ownerstipof an assel are treated as finance leases as if the
asset had been purchased outnght The assets are included 1n tangible fixed assets and the capital element of the leasing commitment s shown as
obligations under finance leases Assets held under finance leases are depreciated over the shorter of the lease tarms and the usetul ves of the assets
The interest element of tha lease rental 1s charged against profit

All other leases are operating leases and the annual rentals are changed aganst profit on a straight-ine basis over the lease term
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GlaxoSmithKline Services Unlimited

Notes to the Financial Statements for the year ended 31 Dacember 2012

Taxatlon

Current tax 18 provided at the amounts expected to be paid applying tax rates thal have been enacted or substantatvely enacted at the balance shee!
date

The Company accounts for taxatonwiuch 18 deferred or accelerated by reason of tming cifferences which have onginated but not reversed by the balance
sheet date Deferred tax assets are recogrused as recoverable and therefore only racogrused when on the basis of all avallable ewdence It can be
regarded ay more likely than not that there will be suitable taxable profits from wiuch the future reversal of underfying iming differences can be deducted
Deferrad tax on the retamed eamings of overseas subsidianes s only provided when dmdends have been accrued as receivable or there 1 8 binding
commutment to distnbute past eamings in future pencds

Defervad tax 15 measured at the average tax rates that are expected to apply in the penods in which the urmung differences are expected fo reverse based
on the tax rates that have baen enacted of substanuvely enacted at the balance sheet date Deferred tax kabiites and assets are nol discounted

Derivative financial Instruments
The Company does not hold or 1ssue denvative financial Instruments for trading purposas

Denvatve financiat instrumants are used 10 manage exposure to market nsks from weasury operatons The p pal denvative Instrumeénts are cumrency
swaps forward exchanga contracts and interest rate swaps The denvative contracts are treated from inception as an economi hedge of the undartying
finzncial instrument wilh matching accounting treatment and cash flows The denvalve contracts have high comalaton with the specific financial
instrument being hedged both at Inceptionand throughoutthe hedge penod Denvative mstruments no longer designated as hedges are restated at market
valug and any future changes »n value are teken directly to the profit and loss account

Currency swaps and forward exchange contracts are used to fix the value of the related assat or hability in the contract currency and at the contract rate

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event and whare it 13 probable that a transfer of econonmic
benefits wili be raquirad to setile the obligaton and a reliable esumate can be made of the amount o! the obligation Restructunng provisions are made for
diract expenditures of a business recrganisatonwhera the plans are sufficiently detailed and well advanced and where appropnate communicationto
ihose affected has been undertaken ai the balance sheet date Thera are no prowvisions which are discountad

Legal and other disputes

Prowision 1s made for the antcipated settlement costs and legal and other expenses associated with camms received and legal and other disputes against
the Company where a reasonable estimate can be made of the likely outcome of the dispute Al tegal costs are included in administrative éxpenses

In respact of product hability claims related to products where thare 18 sufficient history of claims made and settlements an incurred but not reported
{IBNR) actuanal techruque 3 used i¢ determine a reasonabla astimate of the exposure to unassertad claims for thosa products and a provisionis mads on
that basis

Ne prowsions made for other unasserted claims or where an obligavon exists under a dispute but it1s not possible to make a reasonable asumate Costs
associated with claims made by the Company against third paries are charged o the profit and loss account as they are incurred

Pensions and other post employment benefit

The costs of providing pensions under defined benefit schemas are caiculated using the projected unit credit method and spraad over the penod dunng
which benafit 18 expected 10 be denved from the employees serces Pensionobligabions are measured 85 the present value of estmated fulure cash
flews discounted at rates reflacung the yialds of high quality corporate bonds Pension scheme assels are measurad at far value at the balance sheet
date Actuanal gains and lesses differences betwean expected and actual retums and the effect of changes in actuanal assumptions are recogrised i
the statement of recognised income and expensa in the year in which they anse The Company s contnbutiento definedcontribution plans are charged to
the income statement as incumed The cosis of othar post-employmenthabiiites are calcutatedn a sirmilar way to defined benefit pension schemes and
spread over the penod dunng which benefit is expected to be derived from the employees senices tn accordance with the adwvice of qualified actuanegs

Share basad payments

tacentves in the form of shares that are provided 1o employeas under share option and share award schemes are farr-valued at their grant dates and the
cost 1s ¢harged 1o the profit and loss account over ihe relevant vesting penod

Segmental Information

Dunng the year ended 31 December 2012 the Company operated in one geographicalsegment the United Kingdom and one class of businass being the
prowision of management senices 1o other Group companies

Restructuring costs

The Group has undartakenan pperational excellence programmato improve the effectiveness and productivity of its oparations The costs incurred under
this programme reflect projects to eliminate unnecassary procasses and simplfy continuing processas leading 10 staff reductions in adminisiraive and
support functions These costs include severanca costs pension & other post retirement costs which are expected Lo be incurmed twough 1o 2013

The anatysis of costs incured under tis programme 1n 2012 and 2011 15 as follows 212 201
R £m £m
MNon operating exceptional expense - restructuring costs 120 80
Effact on profl on ordinary activites before {axation 120 B0
Effect on tax on profit on ordinary actvities {29) 21}
Effect on profit on ordinary achvitigs 91 59




GlaxoSmithKline Services Unlimited

Notes to the Financlal Statements for the year ended 31 December 2012

Other operating (expense) / Income

2012 2011
£m £m
Other operating (expense) / Income {114} 40

QOther cperating axpensa prncipally compnses product divestments cost of £nll (2011 £(22) midlion) Staff retated costs of £2 mithon {201 £103 rullion)
and sundry expenditure amounting to £{116) milion {2041 £{4%) mullion)

The comparatives balances have been changed to ensure consistent presentation with current year

Operating profit
2012 2011
£m £m
The following items have been charged In operating profit
Depreciaton of tangible fixed assets
Owned assets 46 42
Exchange (gainMosses on foreign cumency ransactions {6} 2
Qperating lease rentals
Land and bulldings 5 4
Audit fees
Auditors UK firm 8 1
Fees (o auditors for other services
Awditors UK firm 3 5

Dunng the year the Company bore stalf costs on behalf of the Group and charged 8 managementiae to other Group companies {or these senrcas (see
Note 20 for further datails)

Included within audit fees above 13 a fee of £31 938 (2011 £31 006) relating to the audit of the Company and £8 431000 (2011 £5 852 000) which 1s
recharged to other Group undertakings

The Company has made an appropriate charge for managament services prowvided to other Group companies including an element for auditors
remuneraton In 2012 the Company made a special contribution to the Group pension scheme of £3566 milion (2011 E£358 mullion) which has been
recharged to the vanous UK operating companies in accordance with the mar 1t fae arrang

The charge for pensicn and othar post-employmentcosts in the year includes a credit of £395 million following a change In policy relating to discretionary
pension increases under certain UK pension schemes and the introductionof a imit on future pensionable pay increases in afl UK penslon schemes which
has been recharged to the vanous LK oparating companies In accordance with the management fee arangament

Interest recek and similar i
2012 2011
Em Em
Other finance ncome (Note 22) 29 23
On loans with Group undertakings. 12 16
42 38
Interest payable and simllar charges
2012 2011
£m £m
©On loans with Group undertakings (54) {55}
) 154) 155}
Tax on profit on ordinary activities
2012 201
Tax charge based on profits for the financial year _ Em £m
Current Tax
UK corporatzon ax at 24 5% {2011 28 5%) 34 {125)
Unider prowision In préwvious years _ . e _ {13 {4)
Current tax crediti{charge) 2 (128)
Deferred Tax
QOngination and reversal of timing differences (74) -
Adiustments in raspect of previous years 3 -
Change in tax rate - impact on deferred tax _ . B )] (5)
Deferred taxation {72) {5)
Total tax charge {51} {134)

The tax assessead for the year s lower (2011 higher) than the standard rate of corporation tax in the UK for the year ended 31 Decamber 2012 of 24 5%
(2011 26 5%) The differences are explained below

012 2011
Reconclliation of current tax charge £m £m
Tax charge on ordinary profits at UK standard lax rata 24 5% {2011 26 5%) (%0) (103)
Expenses net deductible for tax purposes 29 147)
Pnor year adjustments to current tax (13 {4)
R&D Tax credit 28 25
Caputal allowance in excess of dapreciation 5 2
Other timing differences 64 {2)
Current tax credi(charge) for the year 21 (129}

10
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GlaxoSmithKline Services Unlimited

Notes to the Financlal Statements for the year ended 31 Dacember 2012

The man rate of UK corporatron tax reduced from 26% lo 24% with effect from {1 Apnl 2012 Legislation (o turther reduce the mam rate of corporateon tax
from 24% 1o 23% from 1 Apnl 2013 was included in the Finance Act 2012 These lax changes became substantively enacted on 26 March 2012 and 3
July 2012 respectivety and henca the effect of the changes on the deferred tax balances has been included in the figures abave

The Chancetlor glso proposed changes to further reduce the main rate of LIK corporation tax from 23% 10 21% from 1 Apnl 2014 and 10 20% from 1 Aprih
2015 on 5 Dacamber 2012 and 20 March 2013 respecbvely Thesa changes were substantively enacted on 2 July 2013 and therafore are not included in
the figures above

The overall eftect of the further changas from 23% o 20% if these applied 1o the defared tax balance &t 31 December 2012 would be (o reduce Ihe
deferred tax assel by approxamately £4m

Tangible assets

Plant
Land and equipmant Assels In Computer
buidings ang vethicles construction Software Total
£m Em £m £m £m

Cost
Al 1 January 2012 3 304 53 235 595
Addibons - 112 5 117
Asset wnle down 4] (2) (1 3]
Capitahised bomowing costs (3) 11t 8
Reclassifications " (1) .
At 31 Decemnbar 2012 3 314 149 250 716
Accumutated depreclation
At 1 Janpary 2012 {2) (286} {69} (357)
Charge for the year (14) (32) (46)
Asset wnte down i L - - o n 1
At 31 Dacermber 2012 ) (300) . (100) (402)
Impalrment
At 1 January 2012 - - - {2 {2)
Charga for the year - - 2) () [+
Assel wnie down - - 2 4 3
Al 31 Decomber 2012 - - (2) 2
Nat book value gt 1 January 2012 _ 1 o118, 53 164 236
Net book value at 31 D ber 2012 1 14 144 143 312

The net book value at 31 December 2012 of the Company’s 1and and buridings compnses freehold propertes £1 mulieon (&1 1 January 2012 £1million)

included in plant equipment and vehucles at 31 Decembar 2012 are leased assets with a cost of £8 milhen(at 1 January 2012 £8 milion) accumulated
depreciation of £7 mulhon (at 1 January 2012 £6 mullion} and a net book value of £1 million (at ¥ January 2012 £2 millicn)

Flxed asset investments
Shares in parent

company Total
£m £m
Cost
At 1 January 2012 562 562
Disposals (235) {238)
Al 31 December 2012 327 327
Impalrment
At1 January 2012 {242) (242)
Impairnent reversal in he year 101 104
At 31 December 2012 (141} {141)
Camrying value at 1 January 2012 o 320 20
Camying value gt 31 December 2042 186 188

Investments in shares of the Company sparent GlaxoSmithKlineple consist of shares held by the EmployeaShare Qwnarship Plan Trust (see Nota 24}
The markat value of thase shares at 31 December 2012 was £462 mutlion (2011 £845 mullon)

The Cirectors beligve that the camying velue of the investments 1s supported by thewr underlying net assets

Debtors
2012 20M
£m £m
Amounts due within one year
Amounts owed by Group undertakings 4,274 3022
Corporation tax 139 -
Other debtors 45 33
Prepayments and accrued 1come 19 25
4,477 1085
Amounts due after more than one year
Deferred taxation {exciuding the tefered laxaton on Pensions Note 14) 28 30
F 30
4 805 3115

The taxayoen debtor contans amounts which will be recovered by way of payments trom fellow Group companes Ameunts owed by Group undertakings
zare unsecured and repayable on demand
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Creditors
2012 2011
£m £m
Amounts falling due within one year
Financa leases 1 .
Trade craditors 192 127
Amaunts owed to Group undentakings 2,260 753
Corporation tax 45
Other crediors 59 73
Accruals end deferred income e e ¥ _ 87
2,694 1,085
Amounts faliing due after miore than one year
Amounts owed to Group undertakings 972 ar4
Obligations under finance leases 1 1
97 975
36687 2,040

Amounts owed lo Group undertakings within one year are unsecured ard repayable on demand The laxation creditor contains ameunts which will be
payable (o fellow Group companies Amounts owed to Group undertakings due after more than one year iInciuda Joans totalling £972 milton (2011 974
mithon) These ere unsecured with interest charged at 5 55% per annum and repayable at 19 December 2033

Provisions for llabilities

Prowision for
payrell tax on
Restructunng axercise of Cther
provision options provisions Total
~ R . . Em . Em . _ Em £m
At 1 January 2012 23 23 ] 52
Charge for the year 19 18 4 M
Ulihsed 4 7 {5) {16}
Reclassifications and other mavements (14) 14
Al 31 December 2012 a8 20 19 77

Restructuring prowisions are expectad to be utlisedin 2013 Provision for payroll taxes s created for Natonal Insurance contnbution costs on exercise of
options Other provisions include vacant premises provision expected o be utiised by 2025 and a share option matching provision for certain employeas
expected to be utiised in 2013

Deferrod tax asset

2042 2011
= £m £m
Accelerated capital allowances {8 {8)
Other nat tming differencas B - . 38
As at 31 December 28 30
Al defarred taxation movements ansa from the ongmation and reversal of uung diferences
Reconclilation of deferrad taxation assat _ £m
At 1 January 2072 30
Deferred tax charge (exciuding the defsred taxauon on Pensions) 2)
At 31 Decamber 2012 28
Called up share capital
2012 201 2012 2011
Number of Number of
shares shares im £m
Authorised
Ordinary Shares of 25p each(2011 25p each) 18,000,000,000 16 000 000 000 4,000 4,000
Issued and fully pald
Ordinary Shares of 250 each {2011 25p each) 2,852,000,000 2852 000,000 713 713
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Reserves
Profit and loss Total
account reserves
- - - - " &m _ £m
Al 1 January 2012 336 38
Profit for the financial year 313 213
$hare based payments 56 (13
Changes in actuanal valuas of retirement benefits (Note 22) (446} (446)
Tax effect on changes in actuanat values of rotrement banefits _ . §8
Al 31 December 2012 357 5T
Reconclilation of mov in shareholders' funds
2012 2011
P .- £m £m
Profit for the financial year M3 256
Share based payments 56 51
Changes in acluanat velues of retrement benefits (Note 22) {445) (638)
Tax effect on changes in actuanal values of retremant benefiis a3 158
Net addibion lo f {deducton) from addition to shareholders funds 4 {(171)
Opening shareholders funds 1,049 1220
Closing sharenolders funds 1,070 1,049
Commitments
2012 2011
£m £m
Lapital Commitments
Contracted for but net provided i1 the finanoal statements
Tangibie fixed assats 8 10
2012 2011
The Company had annual commitments under non-cancellable operating leases expiring as follows _ £m Em
Cparating leases on land and buidings which expire
Batween one and five years & 14
Alter five years 1
8 15

Contingent liabllitles

Group banking arrangement

The Company together with fellow Group undertakings has entered inte 8 Group banking arrangementwith the Company s principal bank The bank holds
the nght 1o pay and apply funds from any account of the Company to settle any indebtadness to the bank of any other pary 1o this agreement The
Company smaximum potantial iability as at 31 December 201215 imited to the amount held on its account with the bank N loss is expectad lo accnie to
the Company from the agreement

The Company has no ouistanding guarantaes in respeci of other borrowings by Group undertakungs (2011 £nil)

Employees (Including Directors remuneration}

2012 201
£m £m

Employee costs _ ~ -
vvages and salanes 1,217 897
Social secunty costs 89 82
Pension and other post retirement (credit} / cost {281) 66
Severance costs ansing from integration and restructunng actwities 24 19
Penston and cthar post-retrement costs ansing from restructunng actvtes 4 5
Share based payments 56 50
Other costs 81 73
1,250 192

All UK smployees are remunerated by the Company A managemaentfee i3 charged by the Company to other Group companies for the services of those
employess Lo other Group comparues Pension and other post-retrement costs are charged io other Group companies based on a percentage of
salaries The charge for pension and other post-smploymentcosts in the year includes a credit of £385 millionas indicated n Note 22 followinga changa in
policy relating to discreionary pensionincreases under cartain UK, pansion schemes and thae infroduction of a kmit on future pensionadlepay increases In
all UK pension schemes which has been recharged to the vanous UK operating companies in accordance with the management fee arrangsment

Saverance costs of £24 milion and pension and other postretrement costs of £4 million have both ansen as a result of the opsrational excellence
programme undertaken by the Group (Nota 3}

The average monthly number of persons employed by the

Company {including Directors) during the year ——_ . 2012 2011
Manufactunng 4,992 5379
Seling general and admunustration 5,434 5224
Research and development _ 3,482 3414

13,908 14017

The average number of Compary employaes excludes emporary and contract staff
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Directors remuneration

Dunng the year the Drrectors of the Company with the excepuonof the Corporate Directors were remunerated as exacubves of the Group and recasved
na remuneraton 1 respect of their serices to the Company (2011 £nil} Comorate Duectocs received no remuneration dunng the year either as
executives of the Group or in respedt of the:r servicas 10 the Company {2011 Enl}

Penslons

Tha Company operatas pension arrangemants which cover the Campany 4 contractual cbligations to provide pensions to ratired amployees Pension
benafits can be provided by defined ribution schemes wheneb benafits are determinadby the value of funds ansing from contnbulicns pait

tn raspect of each employee or by defined benefit schemes wherebyreurcmem benefits are based on employee pensionable remuneration and length of
sernce

Formal independent actuanal valuatons of the Company smain pfans are undertakenregularly normally 8t least every three yaars The assets of funded
schemes are generally held in separately admumistered trusts Assets are invested in differant ¢Jasses in order o maintain a balance between nsk and
ratum Investmants are diversified to vt the financial effect of the faiture of any iIndimdual investment

Pension costs of defined benefit Schemes for acCountng pufposes have beer calculated using the projected unit method

Dunng 2012 the Company made special funding contnbutens to the UK pension schemes lotatling £368 millien (2011 €388 milion} In 2009 the
Company reached an agreement with the trustees of the UK defined benefit pansian schemes (o make additional contnbutions to eliminate the pension
deficit identified at the 31 December 2008 actuanal funding vatuation The additonal contributions are expected to be £3688 millon in 2013 The
contnbutons are based on a discouni rate of $ 25% and an inflabon assumptonof 2 B% The next review of contnbutionlavels 1$ in progress and will be
based on the actuanal valuation at 31 December 2012

Emptoyers contnbulion for 2013 including specal funding contnbutions 13 éstimated at approxmately £480 million

In the UK the defined benefit schemes operaled for the benefit of Glaxe Wellcome employees end former SmithKline Beacham employees remain
separate These schemes were closed 10 new entrants in 2001 and subsegquen! employees are entitled 12 Join a defined contnbution scheme

Dunng 2012 the Company changed the policy towards granting discretronary pensionincrease in SmithKiine Beacham defined benefi scheme As a result
of the change discretionary pension increases for pensions accruing phor 1o 1997 will be based on increase in the Consumer Pnce index instead of the
Retar Price Index This changse will also @pply te revaluauon of some of the deferred pensions of certain scheme participants wha left senvice prier te 1991

In the year the Company has atso introduced a limut for all UK defined benefit schemes of 2% per year on the rate at which pensionablepay may incraase
The consequenca of this 15 that those benefits whuch are related to final pensionable pay are now expected o be lower than was praviously the case

The combined impact of these two changes n 2012 is a credit to the income statament of £385 million and a similar reductien in the pension obligation

The Company accounts for pansion amangements In accordance with FRS17 RetrementBenefits Certain disclosures are required on the basis of the
valuaton methodology adopted by FRS 17 For defined benefit schemes the fair values of pension schema assats at 31 December 2012 are compared
with the future pension liabiites calculated under the projected unit methed applying the following assumptions

Principal financial assumptions

2012 2011 2010

- e % pa % pa % pa

Rate of increase of juture eamings 200 440 450
Discount rate 440 480 580
Expectad pension increasses 200 300 350
Inflation rate 300 300 350

Mortallty Assumptions

The martalily assumptions are based on standard mortality 1ables which allow for future mortality improvements The assumpligng are that a member
cumently aged 60 will live on average for a further 27 4 years if they are mate and for a further 20 € years «f they are female For a member who retires in
2032 at age 60 the assumplonsare that they will ive on average for a further 29 O years after retirementf they are mala and for a further 31 2 years after
reirement if they are farmala

The expected long-term rates of retum on the assets determuned based on actuanal advice and the faw values of the assets and habilites of the defined
benefil schames are as follows

At 31 Dacember 2012 Expaectad rate of
retum Farr vatue
% Em
Equites 800 5270
Proparty 700 265
Bonds 340 3493
Other assets 360 853
Fair value of assets 2981
Present valve of funded scheme obligations (10 225)
Present value of unfurided scheme obligaticns (69)
Schemes geficit {313}
Vatue of schemes in surplus 103
Deferred tax habality at 23 % {24)
Nat pansion surplus 79
Value of schemes in defiat (416)
Deferred tax asset al 23% 96
et pension deficit (241)
Company total (241)
Actual ratum on scheme assets 665
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Pensions continued
In December 2010 the UK scheme purchased an insurance contract thal will guarantee payment of specified pensionerhiabtites This s inctuded within
Other assets and the Present valus of funded scheme obligations in the table above at a value of £751 milion at 31 December 2012
At 31 December 2011 Expected rate of
retum Farr value
% £m
Equites 800 4349
Property 700 274
Bonds 340 3354
QOther assets 335 1,142
Far value of assets 9119
Present value of funded schema obligations (66)
Present value of unfundad schems obligations {8,708}
Schemeas dafict {658}
Valus of schames in surplus .
Deferrad tax lrability -
Walue of schames In defict {856}
Daferred tax asset at 25% 164
Net pension dafict {492)
Company total {492}
Actual retum on scheme assets 288
The total provision for pensions and post-retrement benefits at 31 Decamber 2012 amounts to £384 million (2011 £737 milbon) which reduces o £303
mallion {2011 £552 mullion) afier taking account of defered tax
In detarruningthe long-term rate of return on pension plan assets Mistoncalmarkets are studied and assets with hegher volatility arg agsumed lo generate
nigher retums consistant with widely accepted capitat markat panciples The assumed long term sate of return on each asset class 1s set out within this
note The overall expectad rate of return on assets 18 then denved by aggregatng tha expected return for each asset class over the current asset
gltocation for the plan at 31 Decembar 2012 allowing for re-nvestment of cash sarly in 2013
The Company also operates an unfunded post-retremeni heaithcare scheme The hability under FRS 17 has been assassed using the same assumpuons
as for the pension scheme together with the assumptsn for future medical Inflation of 7 5% in 2013 grading down 1o 4 35% n 2020 and aér Cn this basis
the liability for the schame has been assessed at £81 milon (2011 - £81 milhon) which reduced to £61 rilion (2011 £81 mithion) after taking account of
deferred 1ax
The foltowing amounts repressnting both pension and posifatirament arran weie f ded in the profit and loss accoun! and statement of
recogrisad gains and losses for the year anded 31 December 2012
2012 Post
ratirement
Pensions benefits Total
. £m £m £m
Amounts charged to operating profit
Current service cost (130) - {130)
Past service cost 395 - 3gs
Curiailmer 1ts {4) )
Total charge to operating profit 261 . 281
Amounts credited/charged to net Interest
Expected returm on pension scheme assets 445 445
Interest on schema habilies (412) (4) (416)
Total charged to net interest 33 (4) 29
Amounts recorded in statement of total
recognised gains and losses {447) 1 {448)
The past service credit of £ 395 milionin 2012 reflects the adjustments related to the capping of future pensionable salary increase and a change n the
basis of future discretionary pension increases from RPI to CPIin certain legacy plans
2011 Post
retirement
Pensions beneflis Total
£m £m £m
Amounts charged to operating profit
Current serice cost ' {123 - (123)
Past sernce cost 48 48
Curtailments/sattiements {5) {5
Total charga 1o operating profit {80) (80)
Amounts credited/(charged) to net Interest
Expected ratum on penuon scheme assats 483 . 483
Interest on scheme habiiites {438) (4) {440}
Total charged to net interest 27 (4} 23
Amounts recorded In statement of total
recognised gains and losses (631) 5 (836)

The cumutative actuanal losses recorded In the statament of recogrised income and expenses amounted to £2 086 mition

15
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Panslons continued
Post
retirement
Pensions benefits Tota!
Changes o the present value of the defined benefit obligations are as follows _fm £m £m
Obligation in schemes at 31 December 2010 (9 0B4) ey (2 156}
Charged to operating profit (80) - (80
Contnbutions by plan paricipants (7 - )
Benefits pad 320 2 322
Empioyer contnbutions (436} (4) (440)
Actuanal loss recogrused in statement of total
recopnised gains and losses (454} {5) (459)
Scheme transferred from a lellow group undenaking {34) - {34)
Obligation in schemes at 31 December 2011 {9775) (81} {9 858}
Charged to operating profit 281 - 261
Contnbutons by plan paricpants {33) - (33)
Benefits paid 333 3 338
Interest cost (412} O] (418)
Actuanal loss recogrused in statemaent of total
racogrusad gains and losses (668} 1 867)
Scheme transferred from a fellow group undertaking - - -
Opligation in schemes at 31 Decamber 2012 (10,2094) (B1) (10,375)
Post
retirement
Pensions benefits Total
. o . _ Em Em _Em
Changes to the falr value of plan 2ssets during the year are as follows
Assets at 31 December 2010 & 588 8588
Expected retum on plan assets 4683 483
Contrbutions by plan partcipants 7 7
Benefits paid {320} (320)
Employer contnbutions 530 530
Actuanal gan recegrused in stalement of total
recogrused gains and losses {177) {177y
Scheme transtemed from a fellow group undertaking 28 28
Assats al 31 Decamber 2011 9119 8118
Expectad returm on plan assels 445 445
Contnbutions by plan participants 33 33
Benefits paid (333) (323)
Employer contributions 487 - 497
Attuanal gan recognised in statemant of total
recogrised gains and losses 220 - 220
Scherme transfarred from a fallow group undertaking -
Agsats at 31 D ber 2012 2981 2,991
Post
ratirement
Pensions beneflts Total
_ £m £m _Em
History of experience adjustments
2012
Expenence adjustments an scheme assats (Em) 220 220
Parcentage of schema assels at 31 Dacember 2012 2% 2%
Expenence adjustments on scheme habilibes {£m) {30} 8 {22}
Percentage of present value of scheme habihties
at 31 December 2012 - 10% -
History of experience galns and losses
2011
Expeanence edjustments on scheme assets (Em) {177} {177)
Percantage of scheme assets at 31 December 2011 2% - 2%
Expenence adjustments on scheme llabdites (Em) (88) (88)
Percentage of present value of scheme labilties
at 31 December 2011 1% 1%
History of experience gains and losses
2010
Expanence agjusiments on scheme assets (€m) 452 - 452
Percentage of scherne assets at 31 December 2010 5% - 5%
Expenence adjustrments on scheme liatikes (Em) (45) - (45}
Percentage of present value of scheme liabsites
at 31 Decamber 2010 - -
History of experience gains and losses
2009
Expenence agjustments on schame assets (£m) 727 727
Percantage of scheme assets at 31 December 2009 10%
Expenence adjusimenis on scheme hatwlibes (£m} 182 3 185
Parcentage of present value of scheme habilities
2t 31 December 2008 2% %

16
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Pensions contnued

History of experience galns and losses

2008
Expenence adjusiments on scheme assets (Em) (1681) - {1691)
Percentage of scheme asse!s at 31 December 2008 28% -
Expenenca adjustments on scheme iabiliwas {Em} {148) 3 (145}
Percentage of present vatue of schame liabilibes

at 31 December 2008 2% 4%

Emptoyee Share Schemes

The Group operates share opuon schemes whereby options are granted to employees to acquire shares or Amencan Depository Shares (“ADS") in
GlaxoSrmithKiinepic at the gran! price savings-related share oplion schemes and shere award schemnes In add:ion the GSK operates the Performance
Share Plan whereby awards are granted o employeesto acquire shares or ADS in GlaxeSmuthKlineplc at no cost, subject to the achievement by the
Group of speaified performance targets and the Share Value Plan whereby aweards are granted to employees to acquire shares or ADS In
GlaxoSmuhkline pic at no cost after a three year vesing penod The graating of resticted share awards has replaced the granting of options to certain
employees as the cost of the scheme more readily equates 10 the potenualgain to be madeby the employee 8nd from 2010 srwards na funthar grants wilk
be made under tha savings related share option schemes

Grants under share oplions schemas are noemally exercisable between three and ten years from the date of grant Grants of restncted shares end shara
awards arg normally exercisable at the end of the three year vesting/performance penod Grants under savings-related share oplions schemss are
normally exercisable after thres years saving Grants under share oplion schemes and awards under the Performance Share Plan are nommatly granted to
employeesto acquire shares of ADS In GlaxeSmuthKiineplc but in some circumsiances will ba settled in cash Opbons under the share opuon schemes
are granted at the market pnce ruling at the date of grant. In accorcance with UK pracuce the majonty of eptons under the sawings-related share opuon
schemes are granted at a price 20% betow the market pnoe ruling at the date of grant Share oplions awardad to the Diractors and with effect from the
2004 gramt the Corporate Executive Team of GlaxoSmithKline plc (*CET*} are subject to performance critena

The share based compensation change has been recorded n the profit and loss account as admmsirative expenses of £56 mithon (2011 £50 mulion)
Option pricing

For the purpose of vaiuing optons to amve at the share based compensation charge the Black Scholes option pnaing modsl has been used Tha
assumplons used In the model are as follows

2012 2011

Risk-frea rate 0 1%-0 5% 05% 19%
Onndend yield & 2% 58%
Volauhty 18%-23% 24% 28%
Expected lives of optons granted under

Share ophon schemas 4 Yoars § Years

Savings relatad share option schamas 34 Years 3-4 Years
Weighted average share pnce for grants in the year

Ordinary shares £14 35 £11 90

ADS $45 £7 $38 10

Volatlityis datermined based on the threa yaar and five year share price history where appropriate The fair value of performanca shara plan grants 1akes
Nt account market condiions Expected lives of options were determned based on weaighted average histonc exencises of oplions

Options Outstanding Share option schemes shares Share option schemes - ADS
Weaighted Weightad
Number exercise  VWeighted fair Number exercise  Weighted farr
000 price value 200 pncs value
As at 31 Decamber 2010 107 270 £13 99 782 $48 87
Options granted - £000 £000 - $020 000
Options exercisad {14 118) £1197 (92} $4203
Opuons cancelled {34,778) £1728 {210) $5155
As at 31 December 2011 58,378 £1262 490 343 80
Options granted - £CG 00 £000 - $0 00 000
Options exercised (11 754) £1197 (19) $38 81
Options cancelled {5,116} £1328 (23) 348 47
As 8t 31 December 2012 41,508 £1271 448 544 72
Range of exsrcise pnces £1076-£14 93 $3342-%46 36
Weighted average market pnce on exercise £11 87 $3881
Weaighted avarage remanwng contractual life 4 42 Years 365 Years
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Employee Share Schemesconbnued

Sawvings-related share option schemes

Weighted
Number exercise  Weighted fair
[+3¢] pnce valus
As at 31 December 2010 5955 £9 50
Options granted - - -
Optons exercised (4 068) £9 55
Options cancelled {317) £970
As at 31 Decamber 2011 1,570 £9 68
Optons granted 4210 £11 %59 £176
Options exeraised (1 229) £867
Qptions cancellad {30) £9 82
As at 31 December 2012 4 461 £1148
Range of exescise pnees £951-£1159
Weighted average market pnce on exercise £1383
‘Waighted average remaining contractual ifa 316 Years

In order to encourage employees to convert options excluding savings-related share options held over Glaxo Wellcome or SmithKline Beacham sharas o
ADS inte those over GlaxoSmithKhneplc shares or ADS a programmewas establishedio gsve an additenalcash benefit of 10% of the exercise prica of
1he onginal aption provided that the employeedid not voluntanly leave the Group for two years from the date of the marger and did not exercise the option
befora the earier of six months from the expiry of the onginal opion or two years from the date of the merger The cash benefit will alsc be paid if the

apuons expira unexercised If the market pnce is below the exercise pnce on the date of expiry

Options Outstanding at 31 December 2012

Share option schemes sharaes

Share gption schemes ADS

Waighted Weighted
Numbar exercise Latest Number BXBICISe Latest
Year of grant 000 pnca  exercise date 009 pnce  axarcise date
2003 740 £1266 141213 88 $43 92 271013
2004 2 459 £1122 021214 49 $421 31 011214
2005 91 £1324 011115 1 $47 28 311015
2006 503 £1469 2807 16 57 $5130 27 07 16
2007 5 B7S5 £14 81 250717 56 $57 48 2507 17
2008 4330 £1149 220718 85 54502 2207 18
2009 6 922 £1176 210719 56 $3376 210719
2010 9415 £31203 2107 20 66 $3728 210720
2011 - - -
2012 - - - -
Totat 41 506 £12 72 448 $44 36
Savings-related share option schemes
Weighted
Number OXeraIse Latast
Year of grant 000 prce  exarcise date
2009 261 £972 220413
2010 - -
201 -
2042 4,200 £11 59 20516
Jotal 4461 £11 48

Ophons nemally become exencisable three years from the date of grant but may under cenaun aircumstances vest earliar as set out within the vanous

scheme rules

Options exercisable
Share option schemes shares

Share oplion schemes - ADS

Number Weighted Number Weighted

000 __ exercisa pnca Q00 exercse pnce

At 31 Dacember 2011 40 862 £1281 kikd $46 36
At 31 Decomber 2012 32,782 £12 50 a5 $4593

Sawvings-ralated share oplion schemes

Number Weighted

000  exercise pncg

At 31 December 2011 -
At 31 Decemnber 2012 261 £972
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Employee Share Schemescontinued
GlaxoSmlthKline share award schemes

Performance Share Plan

The Group cperates a Perfomance Share Plan whereby awards are granted to Dwrectors and sentor executves at no cost. The percantage of each award
that vests 15 based upon the performance of the Group over a defined year measurement penod with dvidends resnwvested dunng the same panod For
awerds granted from 20111 onwards to Directors and members of the CET the performance conditons are based on four equally weighted measures ovar
a three year parformance penod The first measure s based on the achievement of adjusied {ree cash flow targets The second measure 15 based on
relative TSR performance against a comparator group  The remaimng two measures are basad on business-specific performance measuras on business
diversification and R&0 new product performance For details on the calcutation of these measures see Annual Report pagas 10310 136

Fof awards granted in 2009 and 2010 to Directors and members of the CET 40% of the award Is based on the achyevament of adjusted free cash flow
targets over a three year measurementpenod The remainung 80% of the award 15 based on retative TSR performance against a comparator group as
descnbed on pages 115 and 117 Half of the TSR element of each award 15 measured over three years and half over four years Awards granted to
Drrectors and members of the CET pnor to 2009 are subject to a single performance condiionwhich compares GSK s TSR over the penodwith the TSR of
companies in the comparator group over the same penod

For those awards made 1o all other ehgible empioyees pnor to 2009 the perfermancs conditions consist of two pans each of which applies to 50% of the
award The first part of the performance condition compares GlaxoSmithKline plc s Earmung Per Shara ("EPS™) growth lo the increase in the UK Retal
Pncas Indax over the three year measuramentpenod The second pan of the performance conditon compares GlaxoSmithKhineplc s TSR aver the penod
with the TSR of companies i s comparator group over the same penod For awards grantad from 2009 onwards the first part of the perfarmance
condition continues to be based on EPS The secend part of the performance condition 1s based on strategic or operational business measures over a
three year measurement penod specific to the employee s business area

Shares Weighted
Number of shares 1ssuable Number { 000} fair value
A1 31 December 2011 10541
Awards granted 4797 £11 43
Awards exercised (% 388)
Awards cancelled {1,794}
At 31 December 2012 12 156

Share Value Plan

The Group operates a Share Value Plan whereby awards ara granted in the form of shares to certain empicyeesat no cost The awards vast after three
yaars There are no performance cntena attached

Shares Weighted
Number of shares Issuable Number ( 000) fair valua
At 31 December 2011 19458
Awards granted 11411 £1196
Awards exercised {4650)
Awards cancelled (801)
At 31 December 2012 25318

Deferred Investment Award Plan

Tha Group operates a Deferred Investment Award Plan whereby awards are granted in the form of nolicnal shares to certain senior axecutivas at no cost
Awards typicaliy vest ovar a three year penod commencing on the fourth anmiversary from date of grant with 50% of the award indially vesting and then
25% in each of the subsequent two years There are no performance crtena attached

Sharas Wesghted
Numnber of shares issuable Number (000} farr value
At 31 December 2011 382
Awards granted B £1397
Awards exercised {75)
Awards cancelled {29)
At 31 December 2012 294

Employee Share Ownership Plan Trust

The Company sponsors the ESOP Trust to acquire and hold shares in GlaxoSmithKlineplc to satisty awards made under emptoyesincentive plans and
options granted under employee shara opbon schemes  The trustees of the ESCP Trust purchase shares on the open market with finance provided by the
Company by way of foan or contnbutions

The expected cost of the obligations to defiver shares under the employee Incentve plans and share option schemes are charged 1o the profit and loss
account In accordanca with the accounting policy set cut in Note 1(f) 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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GlaxoSmithKline Services Unlimited

Notes to the Financial Statements for the year ended 31 December 2012

Employee Share Ownership Plan Trustcontinued

Detals of the exercise pncas and the penods dunng which the options and awards are exsrcisable are disciosed in the Group s 2012 Annual Report

. B } 2012 2011
Shares held for share award scheme
Number of Ordinary shares ("000) 34,494 26 840
_ _ _ _ _ £m £m
Normnal value 9 Y
Carrying value 185 124
Market value 480 385
Shares held for share option schemes
Number of Ordinary shares (000} 139 30 585
£m £m
Nomnal value 8
Carrying value 1 198
Market value 2 450

The trustees have warved thair nghts to dvidends on the shares hald by the ESOP Trust Other costs in 2012 amaunted o £8 851 000(2011 £4 398 000)
and wera charged to other operating éxpense

Currency swaps designated as falr value hedges

2012 2011
£ 000 £000
Al 31 December 2012 {36T) 272

The noticnal pnncipal amount of the outstanding derlvative instruments at 31 Decemnber 2012 was £nil (2011 £134 milhon) All outstanding contracts have
a matunty of less than 12 months

Cash flow statement

A cash flow statament has been included In the consolidated financial statemnents of GlaxoSmithKlineple the ultimate parent undenaking which are
publicly avalable As a wholly owned subsidiary of the ultmate parant underiaking acvantiages has been taken of the exempuon afforded by FRS 1 Cash
flow siatements {revised 1996} nol to prepare a cash flow statemant.

Group financlal statements

The Company 1s a wholly owned subsidiary of the ultimate parent company and as such has taken advantage of the exempuon from prepanng group
financiat siatemants undar section 400 of the Companies Act 2006

Ultimate parent undertaki

GlaxoSmithKlinepic a company registared in England and Wales 1s the Company simmediate ang ultinate parent company and controliing party The
largest and smaltest group of underiakings for which group financial statements are prepared and which include the results of the Company are the
consolidated financial statements of GlaxoSmithKhineplc  Copies of the dfinancial stat 1ts can ba obtained from the Company Secretary
GlaxoSmithKline plc $80 Great West Road Brentfors Middlesax Twe 8GS

Related party transactions

As a wholly owned subsidiary of the ultmale parent company GlaxoSmithKlineple advantage has been taken of the exempbon afforded by FRS 8
Related party disctosures not to discloge any related party transachons within the Group Thare are no other related party transachions
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