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GlaxoSmuthKline Research & Development Limited
(Registered number. 835139)

Directors' report for the year ended 31 December 2012

The Directors submit thetr report and the audited financial statements for the year ended 31 December 2012

Principal activities

GlaxoSmithKline Research & Development Limited (the "Company™} 1s @ member of GlaxoSmithKline plc and its subsidiaries
(the "Group”), providing research and development services to cther companies In the Group Its people are commitied to
fighting disease by bringing innovative medicines and services to patients throughout the world and to healthcare providers who
serve them Within this overall aim, the research responsibility is to identify lead compounds, with new or enhanced biological
properties Leads emerging from our research programmes, which satisfy strict critenia including unmet medical need, scientific
rationale, cammercial potential, strategic fit and development feasibility, wili become development projects The activities aim to
develop these new compounds into products for sale, which add value over existing therapies These programmes are
conducted internationally in order to optimise the rescurces available and to enable marketing approval to be obtained In as

many markets as possible, with the minimum of delay The Directors do not envisage any change to the nature of the business
in the foreseeable future

The Group world-wide research and development actvities are focused on the following areas Respiratory, Anti-virals, Central
nervous system, Cardiovascular and Urogenital, Metabolic, Anti-bactenials, Oncology and Emesis, Vaccines, Dermatology and
Rare diseases Success In these areas will enable the Group to strengthen its current franchises and break into new ones

Review of business

The Directors report that revenue received from other companies in the Group for the provision of research and development
and ather services amounted to £1,025,449,000 for the year to 31 December 2012 (2011 £1,075,393,000) Total research and
development expenditure for the year amounted to £962,423,000 (2011 £1,043,843,000) The profit on ordinary activities, after
altowing for interest and taxation, was £66,720,000 (2011 profit of £47,142,000) The Directors are of the cpinion that the
current level of activity and the year end financial pasition are satisfactory and will remain so in the foreseeable future

The profit for the year of £66,720,000 will be transferred to reserves (2011 profit for the year of £47,142,000 transferred to
reserves)

Prncipal nisks and uncertainties

The Directors of GlaxoSmithKiine plc manage the nisks of the "Group” at a group level, rather than at an indwidual business unit
level For this reason, the Company's Directors believe that a discussicon of the Group's risks would not be appropnate for an
understanding of the development, performance or position of the Company's business The principal nsks and uncertainties of
the Group, which include those of the Company, are discussed n the Group's 2012 Annual Report which does not form part of
this repert

Key performance indicators {KPls)

The Directors of the Graup manage the Group's operations on a business sector basis For this reason, the Company's Directors
believe that analysts using key performance indicators for the Company is not necessary or appropriate for an understanding of
the development, performance or position of the Company'sbusiness The development, perfarmance and posttion of the Group
are discussed 1n the Group's 2012 Annual Report which does not form part of this report




GlaxoSmithKline Research & Development Limited
(Registered number 835139}

Directors’ report for the year ended 31 December 2012

Results and dividends
The Company's resuits for the financial year are shown in the Profit and loss account on page S

No dwvidend 1s proposed to the holders of Ordinary Shares in respect of the year ended 31 December 2012 (2011
£350,000,000)

Directors and their interests

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

D J Baker Resigned on 18 February 2013
Glaxo Group Limited

Edinburgh Pharmaceutical Industres Limited
i Tomlinson Appointed on 13 February 2013

No Director had, during the year or at the end of the year, any matenal interest in any contract of sigruficance to the Company's
business with the exception of the Corporate Directors, where such an interest may arise In the ordinary course of business

Directors’ indemnity

Each of the Directors benefit from an indemnity given by the Company under its Articles of Association This indemnity is in
respect of liabilities incurred by the Director in the execution and discharge of h1s or s duties In addition, each of the Directors
who is an individual benefits from an indemnity given by another Group undertaking, GlaxoSmithKline Services Unlimited This

indemnity 1s in respect of abilites ansing out of third party proceedings to which the Director 1s a party by reason of his
engagement in the business of the Company

Creditor payment policy
The Company operates procedures to ensure that suppliers are paid on tme In parbcular, the Company seeks
o to settle terms of payment with suppliers when agreeing the terms of the transacticn,

e to ensure that suppliers are made aware of the agreed terms of payment, and
e to abide by the terms of payment

The procedures inciude arrangements for accelerated payment of small supplers
Payment performance

Trade creditors at 31 December 2012 represented 189 days of annual purchases for the Company (2011 212 days - restated)

Fixed assets

There are no material differences between the market value and the balance sheet value of land and buildings held by the
Company




GlaxoSmithKhne Research & Development Limited
(Registered number 835139)

Directors' report for the year ended 31 December 2012

Statement of Directors’ responsibilities

The Directors are responstble for preparing the Directors’ report and the financial statements in accordance with applicable law
and regulations

Company faw 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 farr view of the state of affars of the Company and of the profit or loss of the
Company for that period

In preparing these financial statements, the Directors are required 10

s select surtable accounting policies and then apply them consistently,

¢ make judgements and accounting estimates that are reasonable and prudent,

e siate whether applicable UK accounting standards have been followead, subject to any matenal departures
disclosed and explained in the financial statements,

e prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
Company will continue In business

The Directors are responsible for keeping adeguate accounting records that are sufficient to show and explain the Company's
transachons and disclose with reasonable accuracy at any tme the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They are also responstble for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other rregulanties

Disclosure of information to auditors

As far as each of the Directors are aware, there is no relevant audit information of which the Company's auditors are unaware,
and the Directors have taken ail 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

PricewaterhouseCoopersLLP are deemed to be re-appotnted in accordance with an elective resolution made under section 386
of the Companies Act 1985 which continues in force under the Companies Act 2006

y order of the Board

For ahd on behalf of Edinburgh Pharmaceutical Industries Limited
Corpdrate Director
27 June 2013




GlaxoSmnthKline Research & Development Limited
Independent auditors' report to the members of GlaxoSmithKline Research & Development Limited

We have audited the hinancial statements of GlaxoSmithKline Research 8 Devetopment Limited for the year ended 31 December
2012 which comprise the Profit and loss account, the Batance sheet and the related notes The financial reporting framework that has
been applied in thewr preparation 1s appheable law and Urited Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors' responsibilities set out on page 3, the Directors are rasponstble for the
preparation of the financial statements and for betng satisfied that they give a true and fair view

Our responsibility 1s to audit and express an opinion on the financial statements in 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

This report, including the opinions, has been prepared for and only for the Company's members as a body m 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 whomn this report 1s shown or into whose hands it may come save where
expressly agreed by our prior consent in wnting

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements sufficient 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 appropnate to the Company's circumstances and have been consistently applied
and adequately disclosed, the reasonableness of significant accounting estmates made by the Directors, and the overall presentation
of the financial statements In addiion, we read all the financial and non-financial information in the Directors' report to identify
material inconsistencies with the audited financial statements if we become aware of any apparent matenal misstatements or
incensistencies we consider the implications for our report

Opinton on financial statements

In our opinton the financal statemenis

* 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

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

Opinion on other matters prescnbed by the Companies Act 2006

In our opiion the information given in the Directors' report for the financial year for which the financial statements are prepared Is
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 if, in our
opinion
¢ adequate accounting records have not been kept, or returns adequate for our audit have not been receivad from
branches not visited by us, or
» the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors' remuneration specified by law are not made, or
e 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

PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
27 June 2013




GlaxoSmithKline Research & Development Limited

Profit and loss account
for the year ended 31 December 2012

2012 2011
) o L e Notes £'000 £000
Turnover 2 1,025,449 1,075,393
Research and development expenditure (962,423) £1,043,843)
Operating profit 3 63,026 31,550
Amounts written off investments 9 — (377) ——l
Profit before interest and taxation 62,649 31,550
Interest receivable and similar income 4 2,432 3,332
Interest payable and similar charges L 5 e 8
Profit on ordinary activities before taxation 65,081 34,874
Tax on profiton ordinary actvives - 6 . ... 188 12268
Profit for the financial year 15 66,720 47,142

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

There I1s no difference In etther the current year or prior year between the profit on ordinary activities before taxation and the
profit for the financial year stated above and their historical cost equivalents

The Company has no recognised gains or losses dunng either the current year or the prior year other than those included in
the results above and therefore no separate statement of recognised gains and losses has been presented




GlaxoSmithKline Research & Development Limited

Balance sheet
as at 31 December 2012

2012 2011
. e oo MNotes __EO00  £000
Fixed assets
Tangible assets 8 680,504 720,385
Investments L 8 L 88 _ 432
- I _ 680,589 720817
Current assets
Debtors __ . 10 733,539 L. 964,224
Creditors amounts falling due within one year 11 {449138)  (758,390)
Net current assets 284,401 204,834
Total assets less current hiabilities 964,960 925,651
Creditors amounts falling due after more than one year M (2,419) (3.049)
Provisions for habilities
Other provisions 12 (24,058) (30,589)
Deferred taxation ligbihty R 12,13 (134,800) . (154,840)
Net assets 803,883 737 163
Capital and reserves
Called up share capital 14 600,000 600,000
Profit and loss account e Y A5 __ 203883 137163
Total shareholders' funds 16 803,883 737,163

The financigl statements on pages 5 to 16 were approved by the Board of Directors on 27 June 2013 and were signed on its

P F Blackburn
For and on behalf of Glaxo Group Limited - Director
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GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out betow

Basis of accounting

These financial statements have been prepared on the going concern basis under the histoncal cost convention, the accounting

pohicies set out below, which have been applied consistently, and in accordance with the Companies Act 2006 and applicable UK
Accounting Standards

Foreign currency transactions

Foreign currency transactions are booked in local currency al the exchange rate ruling on the dale of the transaction Foregn
currency monetary assets and hiabiites are translated into local currency at rates of exchange ruling at the balance sheet date,
or at the forward rate Exchange differences are included in operating loss

Turnover

Turnover Is recogrised m the profit and loss account when goods or services are supphed from the Company to other Group
subsiharies Turnover represents the net invoice value, excluding value added tax and other sales taxes

The Company acts as an agent in relation to the collecting and subsequent recharge of worldwide research and development
costs from the worldwide research and development centres to the various intellectual property owners The Company does not

earn a fee or commission in return for provision of this service Therefore, no turnover 1s recorded 1n the Company n respect of
its achivitres as an agent

Expenditure

Expenditure 1s recognised in respect of goods and services received when supphed in accordance with contractual terms A
provision 1s made when an obligation exists for a future hability 1In respect of a past event and where the amount of the obligation
can be refiably estimated Restructuring costs are recognised in respect of the direct expenditures of a business rearganisation

where the plans are sufficiently detaled and well advanced, and where appropriate communication to those affected has been
undertaken at the balance sheet date

Research and development

Research and development expenditure 1s charged to the profit and loss account 1n the year In which it 1s incurred Tangible
fixad assets used for research and development are depreciated in accordance with the Company policy

Dividends paid and recesved

Interm dwidends paid and receved are included in the profit and loss account In the year in which the related dwidend 1s
actually paid or received Final dvidends are recorded in the profit and loss account upon shareholder approval

Tangible fixed assets

Tangible fixed assets are stated at historic purchase cost less pravisions for depreciation or imparment Cost includes the
onginal purchase price of the asset and the costs attributable to bringing the asset (o its working condihion for is intended use

The costs of acquiring and developing computer software for internal use and internet sites for extarnal use are capitalised as a
tangible fixed asset where the software or site supports a signtficant business system and the expenditure leads to the creation
of a durable asset

Depreciation 15 calculated to write off the cost of tangible fixed assets, excluding freehold land, in equal annual instalments over
therr expected useful ives The normal expected useful lives of the major categones of tangible fixed assets are

Freehold buldings 20 to 50 years

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

Research equipment not exceeding 10 years

Fixtures and equipment 3 to 10 years

Computer software 3to 5 years

Depreciation on assets in construction does not commence untl! the asset has been completed and 1s avalable for use

On disposal of a tangible fixed asset, the cost and related accumulated depreciahon and impairments are removed from the
financial statements and the net amount, less any proceeds, 1s taken to the profit and loss account
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GlaxoSmithKhne Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Fixed asset investments

Fixed asset investments are stated in the balance sheet at cost less any provision made for impairment i value Such
investments are classified as current assets when regarded as available for sale

Impairment of fixed assets

The camying values of fixed assets are reviewed for impairment when there 1s an indication that the assets rmight be impaired
Any provision for impairment 1s charged against profit In the year concemned [mpairment 15 determined by reference to the

higher of net realisable value and value in use, which Is measured by reference to discounted future cash flows Any provision
for impairment 1s charged to the profit and loss account

Asset retirement obligations

Asset retirement obligations are included within the cost of an asset on its iitial purchase or construction of there is a legal
obligatien to incur the costs on retirement of the asset The addition to the cost of the asset and the provision are measured by
discounting the expected future cash autflows to present value The asset cost ansing from recognition of the asset retirement
obhgation 1s depreciated along wiath the rest of the asset over the expected useful life

Leases

Leasing agreements which transfer to the Company substantally all the benefits and nsks of ownership of an asset are treated
as finance leases, as If the asset had been purchased outnight The assets are included In tangible fixed assets and the capital
element of the leasing commitment 1s shown as obligations under finance leases Assets held under finance leases are
depreciated over the shorter of the lease terms and the useful lives of the assets The interest element of the lease rental 1s
charged against profit

All other leases are operating leases and the annual rentals are charged against profit on a straight-ine basis over the lease
term

Taxation

Current tax is provided at the amounts expected to be paid applying tax rates that have been enacted or substantively enacted
at the balance sheet date

The Company accounts for taxation which s deferred or accelerated by reason of tming differences which have onginated but
not reversed by the balance sheet date Deferred tax assets are recogrised as recoverable and therefore only recognised when-
on the basis of all avarlable ewidence, it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the timing differences are
expected to reverse based on tax rates that have been enacted or substantively enacted at the balance sheet date Deferred
tax llabihties and assets are not discounted

Provisions for hahilities

Provisions are recognised when the Company has a present obligation as a result of a pastevent, it 1s probable that a transfer of
economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation

Penstons

The Company participates in group operated hybrid pension schemes for the benefit of the majority of its employees, the assets
of which are held separately from those of the Company in independently admunistered funds As the Company 1s unable to
identify its share of the assets and habiites of the group scheme, it accounts for contributions as «f they were to a defined
pension scheme Contributions are charged to the profit and loss account in the year to which they relate




GlaxoSmithKline Research & Development Limited
Notes to the financial statements for the year ended 31 December 2012

Segmental information

Turnover represents service fees charged to Glaxo Group Limited and fellow subsidiary undertakings The turnover attnbutable
to Glaxo Group Limited, a Director of the Company, 1s £689,549,000 (2011 £830,391,000)

Analysis of turnover by locaton of customer

2012 2011
. £:000 £'000
United Kingdom 712,723 854 571
Ireland 69,198 48,868
Singapore 37,553 43,151
United States of Amenca . 205875 128,803

1,025,449 1,075,393

In the opinton of the Directors there ts one class of business - the provision of Research and Development services

All tumover onginates in the United Kingdom and all net assets and operations of the Company are located in the United
Kingdom

The Company acts as an agent in relation to the collecting and subsequent recharge of worldwide research and development
costs fram the worldwide research and development centres to the various intellectual property owners The Company does not
earn a fee or commisston in return for provision of this service Therefore, no turnover Is recorded 1n the Company in respect of
its activities as an agent In 2012, the Company's activities as an agent totalled £2,050,078,000 (2011 £2,176,360,000)

No analysis of segment result by region has been provided since the Company 15 not managed on such a basis This type of
analysis is not available and would not be meaningful to users of the financial statements

All other segmental information 1s ncluded in the Annual Report of GlaxoSmithKhne plc

Operating profit

2012 2011
. . £000 £'000

The following items have been charged/(credited) in operating profit
Depreciation of tangible fixed assets

Owned assets 78,929 89,337

Leased assets 241 1,143
Impaiment of tangible fixed assets 2,018 48,592
Profit on disposal of fixed assets {4} (100)
Exchange gain on foreign currency transactions (250) {1,198)
Operating lease rentals

Land and bulldings 335 80

Plant, equipment and vehicles - 5
Management fee 340,176 452,647
Recharge to other group entities {340,176) (452,847)
Audit fees

Auditors’ UK firm 154 169
Fees to auditors for other work

Auditors’ UK firm 20 4

GlaxoSmithKline Services Unlimited provides vanous services and facilites to the Company including finance and administrative
services for which a management fee 1s charged In the current year, GlaxoSmithKline Services Unhmited made a special
contribution to the Group pension scheme of £366,576,000 (2011 £368,000,000) which has been allocated to the various UK
operating companies In accordance with the management fee arrangement This allocation resulted in a charge of £101 ,208,000
(2011 £104,751,000) in the current year which has in turn been recharged to certain other Group entiies

The charge for pension and other past-employment costs of the Group includes a credit of £395,000,000 following a change in
policy relating to discretionary pension ncreases under certain UK pension schemes and the introduction of a himit on future
pensionable pay increases in all UK pension schemes This credit has been recharged {o the various UK operating companes in
accordance with the management fee arrangement This allocation resulted in a cradit of £109,056,000 n the current year which
has in turn been recharged to certain other Group entities

The net of the allocations above are recorded within the management fee




GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Interest recewvable and simtlar income

2012 201
e £'000 £'000
On loans with Group undertakings 2,432 3,332
Interest payable and similar charges
2012 2011
. — - £000 £000
On finance leases - (8)
Tax on profit on ordinary activities
2012 2011
Tax charge based on profit for the financial year o £'000 £'000
Current tax
UK corporation tax at 24 5% (2011 26 5%) 15,557 14,800
Under provision In previous years e e e 3.044 3,094
Total current tax e e e e e 18,601 17,894
Deferred tax
Ongination and reversal of timing differences (7,853) {16,458)
Change n tax rate - mpactondeferredtax _— {12,387) (13,704
Total deferred tax_ o o L (20,240) (30,162}
Tax on profit on ordinary activites (1,639) (12,268)

The tax assessed for the year 1s higher (2011 higher) than the standard rate of corporation tax in the UK for the year ended 31
December 2012 of 24 5% (2011 26 5%) The differences are explained below

2012 2011
Reconciliation of current tax charge £000 _£000
Profit on ordinary actvities at the UK statutory rate 24 5% (2011 26 5%) 15,845 9,240
Effects of
Other permanent differences 1,715 488
Research and development tax credst {9,208) (12,066)
Adjustments to tax charge in respect of previous years 3,044 3,084
Depreciation in excess of capital allowances 8,757 23,708
Other trming differences. | _ o e e B (B570)
Current tax charge for the year 18,601 17,894

The main rate of UK corporation tax reduced from 26% to 24% with effect from 1 April 2012 Legislation to further reduce the
matn rate of corporation tax from 24% to 23% with effect from 1 April 2013 was included i the Finance Act 2012 These tax
changes became substantively enacted on 26 March 2012 and 3 July 2012 respectively, and hence the effect of the changes on
the deferred tax balances has been included in the figures above

The Chancellor also proposed changes to further reduce the mam rate of UK corporation tax from 23% to 21% from 1 Apr! 2014
and to 20% from 1 Apnl 2015 on 5 December 2012 and 20 March 2013 respectively These changes have not yet been
substantively enacted and therefore are not included in the figures above

The overall effect of the further changes from 23% to 20%, if these applied to the deferred tax balance at 31 December 2012,
would be to reduce the deferred tax hability by approximatety £18,000,000

Dividends paid

Pence per
e e = e e Share £'000
Dividends paid in 2012
Interm dividend - .
Dwidends paid in 2011
3 August 2011 Internm dwidend paid 58 333 350,000

10




GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Tangible assets

Plant,
Land and egquipment and Assets in Computer
buildings Vehicles  ¢onstruction software Total

o o ____E'000 £'000 £'000 £:000 _ _£'000_
Cost
At 1 January 2012 689,938 1,415,021 56,479 149,370 2,310,808
Additions - 3,002 40,506 4,932 48,440
Capttahsed borrowing cost - - - 351 351
Assets written off (2,596) (78,954) (1) (3,321) (84,872)
Asset retrement obligation - 1,053 - - 1,053
Disposals - (796) - - (796)
Reclassifications 5,485 61,203 (66,866) 178 -
Asset held for sale (6,031) (9,048) - - {15,079)
Intra-group transfer {3,729) (7,591) 621 - {10,69%)
Amendment to prior years (26,398) 19,578 32,252 (23,958) 1,474
At 31 December 2012 556,669 1,403,468 62,991 127,552 2,250,680
Accumulated depreciation
At 1 January 2012 {309,540) (1,117,310} - (110,731) (1,537,581)
Provision for the year (9,083) (63,656) - (6,431) (79,170)
Assets written off 1,132 61,208 - 3,122 65,462
Disposals - 657 - - 657
Asset held for sale 3,563 9,048 - - 12,611
Intra-group transfer 1,268 2,242 - - 3,510
Amendment to pnor years_ o (18.061) 16,318 - 249 (1,494)
At 31 December 2012 o {330,721) (1,091,493) - (113,791) {1,536,008)
Impairment
At 1 January 2012 (26,920} (24,793) - {1,129) {52,842)
Impairment loss (107) (6,167) - (105) (6,379)
Impairment reversal 4,361 - - - 4,361
Assets wnitten off 1,568 17,678 - 199 19,445
Disposals - 8 - - 8
Asset held for sale 1,217 - - - 1,217
Amendment to prior years 19 (415) - 415 19
At 31 December 2012 (19,862) (13,689) - (620) {34,171)
Total depreciation and impairment at 31
December 2012 {350,583) (1,1065,182)  _ - (114,411) _ (1,570,176)
Net book value at 1 January 2012 353,478 272,918 56,479 37,510 720,385
Net book value at 31 December 2012 306,086 298,286 62,991 13,141 680,504

The net book value at 31 December 2012 of the Company’s land and buildings compnses freehold properbes £299,941,000 (at
1 January 2012 £347,478,000) and properties with leases of less than 50 years £6,145,000 (at 1 January 2012 £6,384,000)

Included n plant, equipment and vehicles at 31 December 2012 are leased assets with a cost of £4,300,000 {at 1 January 2012
£4,300,000) and accumulated depreciation of £4,300,000 (at 1 January 2012 £4,300,000)

The impairment loss of £6,379,000 (2011 £50,366,000) reflects £3,771,000 for Stevenage site waste incinerator, £1,264,000 for
the DNA store based in Stevenage and £1,343,000 for other small R&D disposals Impairment reversal of £4,361,000 (2011
£1,774,000) reflects £4,254,000 revaluation adjustment of Harlow site and £108,000 for other smaller R&D disposals

Net book value for assets held for sale of £1,251,000 (2011 £3,858,000) relates to Harlow 4th Avenue

The amendment o prior years corrects a previous misallocation between cost, accumulated depreciation and accumulated
impairment losses The net book value of fixed assets 1s unaffected by this amendment

1
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GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Fixed asset investments

Equity

investments Total

i e £'000 £000

Cost at 1 January 2012 and 31 December 2012~ 432 432

Impairment

Impairment charge for the year (377) (377)
At310December2012 . — — ([77y . (377)

Carrying value at 1 January 2012 432 432

Carrying value at 31 December 2012 55 55
Country of Class of Carrying

Investment Incorporation  share held % holding value
e e e - - - - e e e E000
Cellzome Inc United States Common 05 55
e - N e e e —— __5,5_

The equity investment in Cellzome Inc for the Company remains at 0 S%, however dunng the year the Group's holding In
Cellzome Inc Increased from 19 98% to 100% The increased holding was acquired by Glaxo Group Limited which 1s another
Group undertaking

As part of the acquisition accounting and valuaton of the equity Investment an impairment charge has been recorded to reduce
the carrying value of Cellzome Inc

The Directors believe that the carrying value of the investments ts supportad by their underlying net assets

Debtors
2012 2011
e e £'000 £'000
Amounts due within one year
Amounts owed by parent company 108,337 291,380
Amounts owed by Group undertakings 579,249 633,457
Other debtors 10,262 5,954
Prepayments and accrued income L ) A _ 23,428 29,700
- e e o - 72278 960,491
Amounts due after more than one year
Prepayments and accrued income i 12263 3733
733,539 064,224

Amounts owed by parent company and Group undertakings are unsecured and recevable on demand

12
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GlaxoSmithKline Research & Development Limited

Notes to the finaneial statements for the year ended 31

December 2012

Creditors
2012 2011
e £'000 £'000
Amounts falling due within one year
Trade creditors 59,736 78,753
Amounts owed to Group undertakings 285,234 573,181
Corporation tax 15,556 14,800
Other taxes and social secunty 5,288 5,867
QOther creditars 40,616 46,050
Accruals and deferred income e 42,708 40,739
: L s 449,138 759,390
Amounts faling due after more than one year
Other creditors - 537
Accruals and deferred income e . 2,419 2512
e e e et s e e 2N 3,049
451,557 762,439

As at 31 December 2012, other creditors falling due after one year of £nil As at 31 December 2011, other creditors falling due
after one year of £537,000 are in respect of a collaboration between GlaxoSmithKiine and the Immune Disease Institute
whereby GlaxoSmithKline supports research efforts in return for access to the Intellectual Property rights Accruals and deferred
ncome falling due after more than one year compnses of grant income £2,419,000 (2011 £2,512,000) from the Medical
Research Council in relation to the Addenbrookes facility in Cambridge which 1 being recognised over the term of the grant

Amounts owed to Group undertakings are unsecured and repayable on demand

The corporation tax creditor contains amaunts which will be paid to fellow group companies

Provisions for habilities

At 1 January 2012
Chargef{credit) for the year
Utihsed

At 31 December 2012

Deferred Other
taxation provisions Total
£'000 £'000 £'000
154,840 30,599 185,439
(20,240) 12,675 (7,565)
— - (19218) __ (19,216)
134,600 24,058 158,658

Other provisions predominantly relate to severance costs under the Group's Operational Excellence Programme to the value of
£21,997,000 (2011 £28,176,000) Management anticipates these provisions will be utiised 1n 2013

13
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GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Deferred tax hablity
2012 2011
S _ €000 _ E£000
Accelerated capital allowances 141,401 163,868
Other net timing differences _ B } o o o __(6,801) _  (9,028)
134,600 154,840
Called up share capital
2012 2011
Numnber of Number of 2012 2011
e shares shares £9000  _ _£00C
Authonsed
Ordinary Shares of £1 each (2011 _£1 each) 600,000,000 600,000,000 600,000 600,000
Issued and fully paid
Ordinary Shares of £1 each (2011 _£1 each} 600,000,000 600,000,000 600,000 600,000
Reserves :
Profit and Total
loss account reserves
I, ¢ ___£'000
Al 1 January 2012 137,183 137,163
Profit for the financial year 66,720 66,720
At 31 Decernber 2012 203,883 203,883
Reconciliation of movements in shareholders' funds
2012 2011
N ) B o £000 _£'C00
Profit for the financial year 66,720 47,142
Dividends - {350,000)
Net addiion/(reduction) to shareholders' funds 66,720 (302,858)
QOpening shareholders' funds 737,163 1,040,021
Closing shareholders’ funds 803,883 737,163
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GlaxoSmithKhne Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Commitments

2012 2011
Capital commitments e ... ®F000 _ _ _£000
Contracted for but not provided n the financial statements
Tangible fixed assets 27,186 19,533

A number of commiutments were made in 2012 under licensing and other agreements Payments become due If future
‘milestones' are achieved As some of these agreements relate to compounds in the early stages of development, milestone
payments will continue for a number of years if the compounds meve successfully through the development process Generally
the closer the product is to marketing approval the greater the possibility of success

2012 2011

The Company had annual commitments under non-cancellablo operating leases expiring as follows ~ £'000 _£'000.
Operating leases on land and bulldings which expire

Between one and five years 137 137

After five years 146 175

283 312

Contingent habilities

Group banking arrangement

The Company, together with fellow Group undertakings has entered nto a Group banking arrangement with the Company's
principal bank The bank helds the nght to pay and apply funds from any account of the Company to settle any indebtedness to
the bank of any other party to this agreement The Company's maximum potential hability as at 34 December 2012 s mited to
the amount held on its accounts with the bank No loss 1s expected to accrue to the Company from the agreement

Employees

All personnel are remunerated by GlaxoSmithKline Services Unlimited and receive no remuneration from the Company A
management fee 1$ charged by GlaxoSmithKline Services Unlimited for services provided to the Company

2012 2011

Employeecosts — £000  £000
Wages and salanes 240,475 247,697
Severance costs 1,350 (521
Social security costs 27,677 26,360
Pension and other post retirement costs 47,424 47,363
Share based payments e 27,835 25,869

344,764 346,768
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GlaxoSmithKline Research & Development Limited

Notes to the financial statements for the year ended 31 December 2012

Employees (Continue)

The average monthly number of persons employed by the

Company (including Directors) during the year 2012 2011

Research and development 3,314 3,655

The average monthly number of persons includes administration staff servicing research and development activities

GlaxoSmithKime Services Unlimited operates hybrnd pension schemes for all of the Group's UK employees These schemes
include defined benefit arrangements where the assets are held independently of the Group's finances and which are funded

partly by contributions from members and partly by contnibutions from GlaxoSmithKline Services Unhimited at rates advised by
independent professionally qualified actuanes

The Campany accounts for pension costs in accordance with FRS 17 'Retwement benefits' The management fee for
GlaxoSmithKline Services Unlimited for employee services provided to the Company includes an element relating to the pension
arrangements for the Group's UK employees calculated as f the arrangements were on a defined contribution basis The
underlying assets and habiities of the schemes ¢over a number of UK undertakings and cannot readily be spht between each
Group undertaking on a consistent and reliable basis

The management fee 1s charged by GlaxoSmithKine Services Unlimited for services provided to the Company which includes
an element relating to share based payments as calculated under FRS 20 'Share based payments'

Full details of the UK pension schemes and employee share schemes can be found in the Directors’ report & financial
statements of GlaxoSmithKline Services Unlimited for the year ended 31 December 2012

Directors' remuneration

During the year the Directors of the Company, with the exception of the Cerporate Directors, were remunerated as executives of
the Group and received £147,000 remuneration in respect of ther services to the Company (2011 £160,000) Corporate

Directors received no remuneration durng the year, either as executives of the Group or 1 respect of therr services to the
Company (2011 £ml)

Cash flow statement

A cash flow statement has been included in the consolidated financial statements of GlaxoSmithKline ple, the ulimate parent
undertaking, which are publicly avarable As a wholly owned subsiciary of the ultmate parent undertaking, advantage has been
taken of the exemption afforded by FRS 1 'Cash flow statements' (revised 1996) not to prepare a cash flow statement

Ultmate parent undertaking

GlaxoSmithKline plc, a company regrstered in England and Wales, 1s the Company's ultimate parent undertaking and controling
party The largest and smallest group of undertakings for which group financial statements are prepared and which include the
results of the Company, are the consoldated financial staternents of GlaxoSmithKhine ple Copies of the consoldated financial
statements can be obtained from the Company Secretary, GlaxoSmithKhne pic, 980 Great West Road, Brentford, Middlesex
TW8 9GS The immedtate parent undertaking 1s Glaxo Groeup Limited

Related party transactions

As a wholly owned subsidiary of the ultimate parent company, GlaxoSmithKline pic, advantage has been taken of the exemption
afforded by FRS 8 'Related party disclosures’ not to disclose any related party transactions withm the Group
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