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We are a science-led
global healthcare company

Our purpose
To improve the quality of human life by helping people do more, feel better,
live longer.

Our goal

To become one of the world's most innovative, best-performing and trusted
healthcare companies.

Our strategy

To bring differentiated, high-quality and needed healthcare products

to as many people as possible, with our three global businesses, scientific
and technical know-how and talented people.

Our long-term priorities
Our priorities are underpinned by our ambition to build a more performance-
focused culture, aligned to our values and expectations.

Innovation

We invest in scientific and technical excellence to develop and launch
a pipeline of new products that meet the needs of patients, payers
and consumers.

Performance
We deliver growth-based performance by investing effectively in our
business, developing our people and executing competitively.

Trust

We are a responsible company and commit to use our science and
technology to address health needs, make our products affordable
and available and to be a modern employer.

Our values and expectations
Our values — patient focus, transparency, respect and integrity.
Our expectations — courage, accountability, development and teamwork.

Cautionary statement

See the inside back cover of this document for the cautionary statement regarding
forward-looking statements.

Non-IFRS measures

We use a number of adjusted, non-IFRS, measures to report the performance of our business.
Total reported results represent the Group's overall performance under IFRS. Adjusted results,
pro-forma growth rates and other non-IFRS measures may be considered in addition to, but not
as a substitute for or superior to, information presented in accordance with IFRS. Adjusted results
and other non-IFRS measures are defined on pages 50 to 52 and reconciliations to the nearest
IFRS measures are on pages 62 and 65.

We believe that Adjusted results, when considered together with Total results, provide investors,
analysts and other stakeholders with helpful complementary information to understand better
the financial performance and position of the Group from period to period, and allow the Group's
performance to be more easily compared against the majority of its peer companies. These
measures are also used by management for planning and reporting purposes. They may not

be directly comparable with similarly described measures used by other companies.
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We have three global businesses that discover, develop and
manufacture innovative medicines, vaccines and consumer healthcare
products. Every day, we help improve the health of millions of people

around the world.

Our operations span the value chain from identifying,
researching, developing and testing ground-breaking
discoveries, to regulatory approval, manufacturing and
commercialisation.

We have over 99,000 employees across 95 countries
with outstanding scientific and technical know-how and
deep expertise in regulation, intellectual property and
commercialisation. We also work with world-leading
experts and form strategic partnerships to complement
our existing capabilities.

Innovation is critical to how we improve health and create
financial value. As a research-based healthcare company
we rely on intellectual property protection to help ensure
a reasonable return on our investments so we can
continue to research and develop new and innovative
medicines. In 2019 we invested £4.6 billion in R&D.

In Pharmaceuticals and Vaccines we focus on science
related to the immune system, human genetics and
advanced technology. In Consumer Healthcare we
leverage our scientific expertise and deep consumer
insights to create healthcare products that meet
consumer demands.

Pharmaceuticals : Vaccines
Our Pharmaceuticals business has

a broad portfolio of innovative and
established medicines in respiratory,
HIV, immuno-inflammation and oncology.
We are strengthening our R&D pipeline
through a focus on immunology, human
genetics and advanced technologies

to help us identify transformational

new medicines for patients.

@ Read more on page 17

We are the world's largest vaccines

i company by revenue, delivering vaccines
i that protect people at all stages of life.

i Our R&D focuses on developing

i vaccines against infectious diseases

i that combine high medical need and
strong market potential.

@ Read more on page 23

Our ability to launch new products successfully and
grow sales from our existing portfolio is key to our
commercial success. For patients and consumers
we deliver transformational medicines, vaccines and
consumer healthcare products. In 2019 that included
2.3 billion packs of medicines, 701 million vaccine
doses and 4.2 billion consumer healthcare products.

As part of our capital allocation framework we invest
in our three businesses and provide returns to
shareholders in the form of dividends and share value
growth. In 2019 we paid a dividend of 80p per share
and delivered £5.1 billion of free cash flow.

We make a positive contribution to the communities

in which we operate by creating employment, working
with suppliers and paying tax. We offer a broad range
of employee benefits, including preventative healthcare
services, so that we are able to attract and retain the
best people. By delivering on our purpose, the greatest
contribution we make is to improve the health of people
around the world with our medicines, vaccines and
consumer healthcare products.

. Consumer Healthcare

Our world-leading Consumer Healthcare
i business combines science and

i consumer insights to create innovative

i everyday healthcare brands that
consumers trust and experts recommend.
i In 2019, we finalised an agreement with

i Pfizer to combine our two consumer

i healthcare businesses.

@ Read more on page 27

Turnover £m Turnover £m Turnover £m
Respiratory 3,081

HIV 4,854 Meningitis 1,018 i Wellness 4,526
Immuno-inflammation 613 Shingles 1,810 Oral health 2,673
Oncology 230 Influenza 541 | Nutrition 1,176
Established Pharmaceuticals 8776  : Established Vaccines 3,788 Skin health 620
Total 17554 | Total

7157 | Total 8,995
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Our business model continued

Preparing for the future

Investing in R&D and new products

In order to be successful, we are increasing investment in R&D
and new products to deliver future growth. Since announcing
our new approach to R&D in 2018, we have made significant
progress to strengthen our pipeline, particularly in oncology.
We now have 39 medicines and 15 vaccines in the pipeline,
and in 2019 we had three major approvals, eight regulatory
submissions, six positive read-outs from pivotal studies and
we progressed four new assets into pivotal studies.

During 2019 we also completed transactions with Tesaro
and with Merck KGaA, further strengthening our position
in oncology, and initiated alliances to build out our platform
technologies, in genomics with the University of California,
and in cell therapy with Lyell Inmunopharma.

The positive clinical data we are generating and the progress
we have made to strengthen the pipeline underpins our decision
to further increase investment in R&D over the next two years.

Creating two new companies

In early 2020, consistent with our strategic priorities and
previous announcements, we started a two-year programme

to prepare GSK for separation into two new leading companies:
New GSK, a biopharma company, with an R&D approach
focused on science related to the immune system, use of
genetics and new technologies; and a new Consumer
Healthcare company with category-leading power brands

and innovation based on science and consumer insights.

Our intention remains to separate around three years from the
close of the transaction that resulted in the formation of our new
Consumer Healthcare Joint Venture, which was in July 2019.

Capital allocation

The new programme will use the unique catalyst of separation
to reset the capabilities and cost base for both companies,
and help support delivery of the significant value creation
opportunities we see in both New GSK and new Consumer
Healthcare.

For New GSK, we see a clear opportunity to drive a common
approach to R&D as science related to the immune system
converges across both pharmaceuticals and vaccines. This
will enable us to be even more effective in how we allocate

our budget, share technical and scientific expertise and deliver
our pipeline, regardless of modality.

Under the programme, we will also seek to improve our
capabilities and create efficiencies in our global support
functions; continue to simplify and focus our manufacturing
network, ensuring our supply chain is ready to launch our
new speciality medicines, and rationalise our portfolio
through divestments.

For the new Consumer Healthcare company, this programme
will support the building of key technology infrastructure and
the expertise necessary to operate as a standalone company.

We believe that increased investment in our pipeline and new
products, together with effective implementation of our new
two-year programme, will set each new company up with
strong foundations for future performance. The financial
benefits, costs and reporting associated with the programme
are set out on pages 63 and 64.

Capital allocation framework

Key priorities for capital

Invest in the business - R&D pipeline (including business

development)
— Vaccines capacity
— New products

Innovation
Improved
Performance cash
generation
Trust

Shareholder returns - Dividends

— Target 1.25x to 1.5x cover before
returning dividend to growth

Other M&A — Strict discipline on returns

02 GSK Annual Report 2019



Chairman’s statement
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[ am delighted to introduce my first GSK Annual Report as Chairman.
[ am passionate about life sciences having worked in the industry for
many years. It is a sector that I know can make a meaningful difference

to patients and people around the world.

While GSK has a proud history of innovation, it was the
exciting future ahead that made joining GSK irresistible.

Not only do we have the opportunity to create the world's
leading Consumer Health business but also to create a
biopharma business, founded on today’s leading scientific
platforms. The Board and an outstanding management team
led by Emma are determined to achieve this.

GSK delivered good operating performance in 2019 with
growth in sales and earnings and good cash generation.
Emma and her team are sucessfully focused on strengthening
the pipeline and delivering strong commercial execution.
This is evident in the contribution to growth from new
products in these results.

Innovation

2019 saw good progress on the Group's priority to strengthen
its pharmaceuticals pipeline, particularly in oncology, with eight
filings and four assets moved into pivotal trials. The Board was
particularly pleased to see positive data came from assets
acquired through the Tesaro transaction.

The distinctive new approach to R&D, to focus on the
immune system, the use of genetics and advanced analytical
technologies, is also advancing with the formation of
partnerships including with the University of California,
23andMe and Lyell and the attraction of new talent into

the organisation. Over the longer term, this new approach
promises to deliver a more productive R&D organisation
delivering a higher number of differentiated medicines.

This is an area the Board Science Committee is working
closely with management on.

In my first few months, | have had many conversations with
shareholders. | am pleased to report strong support for the
strategic direction of the company and for the intention to
separate into two new companies. To successfully deliver
this the Group has initiated a new programme to help prepare
for separation. Consequently, we have established a new
Board committee, to work closely with management and
provide support and oversight over the next two years.

Capital allocation

The Board supports management's clear framework for capital
allocation which prioritises investment in the pharmaceuticals
pipeline and building vaccine supply capacity. Disciplined
support of business development opportunities is also part

of the framework. Of course, the Board are also mindful of
returns to shareholders and we returned 80p per share in
2019 as expected. Total shareholder return in 2019 was 250%.

Environment, social and governance (ESG)

With 2019 the first year of required compliance with the
revised UK Corporate Governance Code, and with the
increased emphasis on the value of ESG factors to overall
performance, | have been pleased to find GSK's purpose,
strategy and priorities well placed to deliver long-term value
for society and shareholders. That we will need to do more
and give greater prominence to what we are doing, is clear,
but we start from a good place.

GSK has a strong foundation in global health innovation and
this continues to play an important role. Promising data on our
candidate TB vaccine and recognition for GSK's leadership

in antimicrobial resistance, a major global health threat is good
demonstration of this. Access and affordability of medicines

is a critical issue for the industry and society, and the company
continues to be focused on making its products affordable and
available through responsible pricing and strategic access
programmes and partnerships.

Tackling climate change will require action from everyone and
GSK is committed to playing its part. The company is delivering
well on reducing its carbon footprint in line with the Paris
Agreement, and is assessing the opportunities and risks

that the transition to a low carbon economy presents.

Board changes

We have made progress on searching for Judy Lewent's
successor as Chair of the Audit & Risk Committee.

| am delighted that Judy has agreed to stay for a further year

to facilitate a transition before stepping down from the Board

at the 2021 AGM. Whilst | am mindful that the 2018 UK Corporate
Governance Code indicates that Non-Executive Directors should
not serve for more than nine years, | firmly believe that a smooth
transition is in the best interests of the company and shareholders.

As is set out in more detail in the section on Board governance,
we have re-evaluated our priorities and the Board committee
architecture to be able to support and oversee the creation

of two outstanding new organisations.

During the year Sir Philip Hampton stood down from the Board
as anticipated in last year's Annual Report, and lain Mackay
became our Chief Financial Officer, replacing Simon Dingemans.
I'd like to take this opportunity to thank Philip and Simon for their
service to GSK.

Finally, my thanks go to all of GSK's employees, partners,
shareholders and customers for their support and warm welcome.

P

Sir Jonathan Symonds
Chairman
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CEOQO'’s statement

I am pleased with the progress we made in 2019 on our three long-term
priorities of Innovation, Performance and Trust. We have strengthened our
pipeline, improved operational execution and further reshaped the Group.

Growth in 2019 sales and earnings

Group sales grew 10% at actual exchange rates and 8%
at constant exchange rates to £33.8 billion. This is a good
performance, particularly when considering that 2019 was
the first year of a generic version of Advair in the US.

New products drove the increase in sales, reflecting their
innovation and our focus on commercial execution. Shingrix,
our shingles vaccine, had a remarkable year with sales of

£1.8 billion and is now the most successful biopharma launch
of the last 10 years. The product also received the prestigious
Prix Galien award for innovation. In Respiratory, we saw strong
growth from Trelegy and Nucala, and in HIV, new two-drug
regimens, Dovato and Juluca, contributed sales of £422 million.

The Total Group operating margin increased 2.8 percentage
points but the Adjusted operating margin decreased 2.1
percentage points (CER) reflecting our decision to invest

in these new products and our priority pipeline programmes.
Total earnings per share were 93.9p, up 27% at actual
exchange rates, 23% CER and Adjusted earnings per share
grew 4% at actual exchange rates, 1% CER to 123.9p.

We achieved strong cash generation, with free cash flow
of £5.1 billion. As expected, we announced a dividend of
80p in 2019 and we expect to do so again in 2020.

Landmark year for R&D

When | became CEO, | made strengthening our R&D pipeline
our first priority. In 2019 we made significant progress. Under
the leadership of Dr Hal Barron, our Chief Scientific Officer,
we delivered three major approvals, eight regulatory filings

for new medicines, six positive readouts from assets in pivotal
studies and progressed four new assets into pivotal studies,
three of which are biologics.

This progress reflects successful prioritisation and development
of the pipeline in core areas such as HIV and Respiratory,

and in fast emerging areas such as Oncology. Here, we were
particularly pleased to see pivotal data for Zejula, for ovarian
cancer, and belantamab mafodotin for multiple myeloma.

We believe both these assets have the potential to transform
how patients are treated for these underserved cancer types.

In all, we have 39 medicines and 15 vaccines currently in
clinical development, and in 2020 we expect at least six
potential product approvals. We also expect a substantial
amount of proof-of-concept data including combination
studies for various immuno-oncology agents and for innovative
vaccines; for respiratory syncytial virus (RSV) and for chronic
obstructive pulmonary disease (COPD).
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We continue to build our capabilities in new platform
technologies, notably with a pioneering new partnership

with the University of California, to establish a state-of-the-art
laboratory for CRISPR gene-editing technologies; and with the
biotech company, Lyell, for development of new cell therapies.

| am also pleased that our partnership with 23andMe is
progressing well. We have now identified eight new targets

to work on together in immunology, oncology, neurology and
cardiovascular disease.

Preparing for the future

Delivering innovation is our first priority, and our recent
data readouts, together with the progress we have made
to strengthen the pipeline, underpin our decision to further
increase investment in R&D and our new products for
long-term growth.

At the same time, we continue to focus on operational
execution, including delivering a successful integration
in Consumer Healthcare following completion of the
transaction with Pfizer on 31 July 2019.

We are also now preparing for separation of the Group.

As previously stated, our intention is to separate around

three years from closing the transaction. We have therefore
initiated a two-year programme to prepare two new companies:
New GSK, a Biopharma company with an R&D approach
focused on science related to the immune system, the use

of genetics and advanced technologies; and a new Consumer
Healthcare company with a world-leading portfolio of brands
and scale.

Our new programme aims to use the unique catalyst we have
of separation to set competitive capabilities and a cost base
for both companies, and help to deliver the significant value
creation for patients, consumers and shareholders.

Building Trust

GSK has consistently, and will continue to take action to

make a broader contribution to society in addition to delivery

of financial returns. In 2019 we made good progress across

all of our Trust commitments, and we are well placed to respond
to increasing investor interest in environmental, social and
governance (ESG) performance. We were pleased to be ranked
the top pharma company in the Dow Jones Sustainability Index
for our sector.



CEOQ's statement continued

Most notable have been several recent initiatives related to
global health and health security. Following the publication
of excellent data for our candidate TB vaccine, in early 2020
we secured a ground-breaking agreement with the new
Gates Medical Research Institute, to develop the vaccine
for use in low-income countries. This new alliance reflects
our aim to take a sustainable approach to global health,

Strategic report

Governance and remuneration

Financial statements

Investor information

Our people and culture

We continue to work to develop a more performance-focused
culture, with a strong emphasis on ethics and values. Building
trust internally remains a key priority. Our regular employee
survey helps us review our levels of employee engagement
and we were pleased to achieve excellent engagement scores
at all levels of the organisation over the course of last year.

focusing our efforts and expertise on science and research,
while partnering with others to ensure development and
delivery. We also filed regulatory submissions for a new
formulation of our latest HIV medicine, which will expand
access for use by children in resource poor settings.

We are also pursuing a broad agenda to promote inclusion and
diversity. In 2019, female representation across the organisation
increased, particularly at senior management level, and GSK
was recognised in the Stonewall LGBT+ rights group, as a top
global employer.

We were also pleased to see our science and research
recognised through GSK's leadership of the Access to
Medicine Foundation's 2020 antimicrobial resistance
benchmark.

The significant progress we made in 2019 is due to the effort,
talent and dedication of GSK people and all those we work
with. | want to thank them for their enormous contribution and
we count on them again in 2020.

Ao (nrdinn Qg

Emma Walmsley
Chief Executive Officer

In February 2020, to support the global response to the
outbreak caused by coronavirus (SARS-CoV-2), we formed
collaborations with CEPI (Coalition for Epidemic Preparedness
Innovations) and other institutions and companies to make our
vaccine adjuvant technology available for the development of
an effective vaccine against the virus.

In another area of our Trust agenda, we are working hard to
reduce our environmental impact. Underpinned by five public
targets, our goal is to reduce our impact by one quarter by
2030. In this report we also set out our approach to climate
change risk, including our first voluntary disclosure using
recommendations of the Taskforce for Climate-related
Financial Disclosure (TCFD).
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Financial performance

Total results

2019 2018 Growth
% of % of

£m turnover £m turnover £% CER%
Turnover 33,754 100 30,821 100 10 8
Cost of sales (11,863) (351) (10,241) (33.2) 16 16
Gross profit 21,891 64.9 20,580 66.8 6 4
Selling, general and administration (11,402) (33.8) (9,915) (32.2) 15 13
Research and development (4,568) (13.5) (3,893) (12.6) 17 15
Royalty income 351 11 299 1.0 17 17
Other operating income/(expense) 689 1.9 (1,588) (5.2)
Operating profit 6,961 20.6 5,483 178 27 23
Net finance costs (814) (717)
Profit on disposal of interest in associates = 3
Share of after-tax profits of associates and joint ventures 74 31
Profit before taxation 6,221 4,800 30 25
Taxation (953) (754)
Tax rate 15.3% 15.7%
Profit after taxation 5,268 4,046 30 26
Profit attributable to non-controlling interests 623 423
Profit attributable to shareholders 4,645 3,623
Earnings per share 93.9p 73.7p 27 23

How we performed

Cost of sales

Total cost of sales as a percentage of turnover was 35.1%,

1.9 percentage points higher at AER and 2.4 percentage points
higher in CER terms. This primarily reflected an increase in

the costs of Major restructuring programmes, the unwind of

the fair value uplift on inventory arising on completion of the
Consumer Healthcare Joint Venture with Pfizer and continued
adverse pricing pressure in Pharmaceuticals, partly offset by

a more favourable product mix in Vaccines.

Selling, general and administration

Total SG&A costs as a percentage of turnover were 33.8%,

1.6 percentage points higher at AER and 1.6 percentage points
higher at CER. This included increased significant legal charges
arising from the settlement of existing matters and provisions

for ongoing litigation, increased investment resulting from the
acquisition of Tesaro and greater promotional product support,
particularly for new launches.

Research and development

Total R&D expenditure was £4,568 million (13.5% of turnover),
up 17% AER, 15% CER. This reflected a significant increase
in study and clinical trial material investment in Oncology and
increased spending on the progression of key non-Oncology
assets, partly offset by savings from the early phase portfolio
reprioritisation in late 2018.

Other operating income/(expense)

Net other operating income primarily reflected the profit on
disposal of rabies and tick-borne encephalitis vaccines and
a number of other asset disposals together with an increase
in value of the shares in Hindustan Unilever Limited to be
received on the disposal of Horlicks and other Consumer
Healthcare brands.
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Operating profit

Total operating profit was £6,961 million in 2019 compared
with £5,483 million in 2018. Reduced remeasurement charges
on the contingent consideration liabilities, no Consumer
Healthcare put option charge, increased profits on disposals
and an increase in value of the shares in Hindustan Unilever
Limited to be received on the disposal of Horlicks and other
Consumer Healthcare brands were partly offset by increased
charges for Major restructuring and significant legal matters.

Tax

The charge of £953 million represented an effective tax rate
on Total results of 15.3% (2018 — 15.7%) and reflected the
different tax effects of the various Adjusting items.

Non-controlling interests

The allocation of Total earnings to non-controlling interests
amounted to £623 million (2018 — £423 million). The increase
was primarily due to an increased allocation of ViiV Healthcare
profits.

Earnings per share

Total earnings per share was 93.9p, compared with 73.7p

in 2018. The increase in earnings per share primarily reflected
reduced remeasurement charges on the contingent
consideration liabilities and put options, an increase in the
value of the shares in Hindustan Unilever Limited to be received
on the disposal of Horlicks and other Consumer Healthcare
brands, a reduced effective tax rate and an increased share

of after-tax profits of associates as a result of a non-recurring
income tax benefit in Innoviva.
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Total reported results represent the Group's overall performance.

GSK uses a number of Adjusted, non-IFRS, measures to
report the performance of its business. Adjusted results and
other non-IFRS measures may be considered in addition to,
but not as a substitute for or superior to, information presented
in accordance with IFRS. See page 50 for a fuller definition.

GSK believes that Adjusted results, when considered together
with Total results, provide investors, analysts and other
stakeholders with helpful complementary information to
understand better the financial performance and position

of the Group from period to period, and allow the Group’s
performance to be more easily compared against the majority
of its peer companies. These measures are also used by
management for planning and reporting purposes. They may
not be directly comparable with similarly described measures
used by other companies.

GSK encourages investors and analysts not to rely on any
single financial measure but to review GSK's Annual Reports,
including the financial statements and notes, in their entirety.

GSK is undertaking a number of Board-approved Major
restructuring programmes in response to significant changes
in the Group's trading environment or overall strategy, or
following material acquisitions. Costs, both cash and non-cash,
of these programmes are provided for as individual elements
are approved and meet the accounting recognition criteria.

As a result, charges may be incurred over a number of years
following the initiation of a Major restructuring programme.

The Group has also initiated a two-year Separation Preparation
programme to prepare GSK for separation into two new leading
companies in biopharma and consumer healthcare.

GSK is committed to continuously improving its financial
reporting, in line with evolving regulatory requirements and
best practice.

GSK's reported results include five months of results of the
former Pfizer consumer healthcare business from 1 August
2019. Pro-forma growth rates at CER have been calculated

for 2019 including the equivalent five months of results of the
former Pfizer consumer healthcare business in the comparative
period, as more fully described on page 52.

Divestments,
Intangible Intangible significant
Total asset asset Major  Transaction- legal and Adjusted

: : : results amortisation impairment  restructuring related  other items results
Adjustlng Items £m £m £m £m £m £m £m
Turnover 33,754 33,754
Cost of sales (11,863) 713 30 658 383 - (10,079)
Gross profit 21,891 713 30 658 383 - 23,675
Selling, general and administration (11,402) 4 332 104 247 (10,715)
Research and development (4,568) 64 49 114 2 (4,339)
Royalty income 351 351
Other operating income/(expense) 689 1 (142) (548) -
Operating profit 6,961 777 83 1,105 345 (299) 8,972
Net finance costs (814) 5 1) (810)
Share of after-tax profits of associates and joint ventures 74 74
Profit before taxation 6,221 777 83 1,110 345 (300) 8,236
Taxation (953) (156) 17) (208) (124) 140 (1,318)
Tax rate 15.3% 16.0%
Profit after taxation 5,268 621 66 902 221 (160) 6,918
Profit attributable to non-controlling interests 623 164 787
Profit attributable to shareholders 4,645 621 66 902 57 (160) 6,131
Earnings per share 93.9p 12.6p 1.3p 18.2p 1.2p 3.3)p 123.9p

Intangible asset amortisation and impairment
Amortisation and impairment of intangible assets and goodwill
excludes computer software.

Major restructuring

Major restructuring costs, which include impairments of tangible
assets and computer software (under specific Board-approved
programmes that are structural, of a significant scale and where
the costs of individual or related projects exceed £25 million),
including integration costs following material acquisitions.

Transaction-related
Transaction-related accounting or other adjustments related
to significant acquisitions.

Divestments, significant legal and other items

Proceeds and costs of disposals of associates, products
and businesses; significant legal charges (net of insurance
recoveries) and expenses on the settlement of litigation and
government investigations; other operating income other than
royalty income, and other items.
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Financial performance continued

Adjusted results

2019 2018 Growth
% of % of
£m turnover £m turnover £% CER%

Turnover 33,754 100 30,821 100 10 8
Cost of sales (10,079) (29.9) (9,178) (29.8) 10 10
Gross profit 23,675 70.1 21,643 70.2 9 7
Selling, general and administration (10,715) (31.7) (9,462) (30.7) 13 12
Research and development (4,339) (12.9) (8,735) (12.1) 16 14
Royalty income 351 1.1 299 1.0 17 17
Operating profit 8,972 26.6 8,745 28.4 3 -
Net finance costs (810) (698)
Share of after-tax profits of associates and joint ventures 74 31
Profit before taxation 8,236 8,078 2 1)
Taxation (1,318) (1,535)
Tax rate 16.0% 19.0%
Profit after taxation 6,918 6,543 6 3
Profit attributable to non-controlling interests 787 674
Profit attributable to shareholders 6,131 5,869
Earnings per share 123.9p 119.4p 4 1

How we performed

Cost of sales

Adjusted cost of sales as a percentage of turnover was 29.9%,
0.1 percentage points higher at AER and 0.5 percentage points
higher at CER. On a pro-forma basis, Adjusted cost of sales

as a percentage of turnover was 29.9%, 0.3 percentage points
higher at CER. This primarily reflected continued adverse
pricing pressure in Pharmaceuticals, partly offset by a more
favourable product mix in Vaccines, largely due to the growth

of Shingrix in the US.

Selling, general and administration

Adjusted SG&A costs as a percentage of turnover were 31.7%,
1.0 percentage point higher at AER and 1.0 percentage point
higher on a CER basis. On a pro-forma basis, Adjusted SG&A
costs as a percentage of turnover were 31.7%, 0.8 percentage
points higher at CER, compared with 2018. This primarily
reflected increased investment resulting from the acquisition

of Tesaro and in promotional product support, particularly for
new launches in Vaccines, Respiratory and HIV, partly offset
by the continuing benefit of restructuring in Pharmaceuticals
and the tight control of ongoing costs.

Research and development

Adjusted R&D expenditure was £4,339 million (12.9% of
turnover), 16% higher at AER, 14% higher at CER than in 2018.
On a pro-forma basis, Adjusted R&D expenditure grew 13%.
This reflected a significant increase in study and clinical trial
material investment in Oncology and increased spending

on the progression of key non-Oncology assets, partly offset
by savings from the early phase portfolio reprioritisation in

late 2018.
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Operating profit

Adjusted operating profit was £8,972 million, 3% higher

at AER but flat at CER on a turnover increase of 8% CER.

The Adjusted operating margin of 26.6% was 1.8 percentage
points lower at AER, and 2.1 percentage points lower on

a CER basis than in 2018. On a pro-forma basis, Adjusted
operating profit was 3% lower at CER on a turnover increase

of 4% CER. The Adjusted pro-forma operating margin of 26.6%
was 1.9 percentage points lower on a CER basis than in 2018.
The reduction in pro-forma Adjusted operating profit primarily
reflected continuing price pressure and investments in R&D and
promotional product support, partly offset by the benefit from
sales growth, particularly in Vaccines, a more favourable mix in
Vaccines and Consumer Healthcare and the continued benefit
of restructuring.

Tax

Tax on Adjusted profit amounted to £1,318 million and
represented an effective Adjusted tax rate of 16.0%
(2018 — 19.0%), reflecting the impact of the settlement
of a number of open issues with tax authorities.

Non-controlling interests

The allocation of Adjusted earnings to non-controlling interests
amounted to £787 million (2018 — £674 million). The increase
primarily reflected an increased allocation of Consumer
Healthcare profits.

Earnings per share

Adjusted EPS of 123.9p compared with 119.4p in 2018,

up 4% AER, 1% CER, with Adjusted operating profit flat

at CER. The improvement primarily resulted from a reduced
effective tax rate and an increased share of after-tax profits
of associates, partly offset by increased net finance costs
and a higher non-controlling interest allocation of Consumer
Healthcare profits.
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Our long-term priorities

Our long-term priorities are designed to create lasting value for patients,
consumers and shareholders. 2019 was an important year of execution
and we made good progress in delivering on our objectives.

Innovation

Performance

Trust

We invest in scientific and
technical excellence to develop
and launch a pipeline of new
products that meet the needs of
patients, payers and consumers.

We deliver growth by investing
effectively in our business,
developing our people and
executing competitively.

We are a responsible company.
We commit to use our science
and technology to address health
needs, make our products
affordable and available and

be a modern employer.

2019 objectives

2019 objectives

2019 objectives

— Deliver continued strong sales of Trelegy
Ellipta, Nucala, HIV two-drug regimen
and Shingrix

- Continue to strengthen pipeline through
execution of new R&D approach,
accelerating priority assets and optimising
recent strategic business development
transactions

— Continue to drive sales growth and
operational performance

— Successful integration of Tesaro

— Deliver restructuring benefits

—Develop plan for integration of Pfizer's
consumer healthcare business

— Accelerate capability building in priority
areas including digital, data and analytics

—Focus on supply service levels, execute
portfolio and network simplification

— Deliver progress on Trust commitments

— Progress global health research in TB
and HIV

— Deliver modern employer programmes
to empower employees to be themselves,
feel good and keep growing at GSK

2019 progress

2019 progress

2019 progress

- Delivered strong sales of all key launches,
notably Shingrix with sales of £1.8 billion

- Strengthened pipeline with eight filings,
six positive pivotal trial results, and four
priority assets accelerating to phase Il/IlI

— Accelerated oncology pipeline with
regulatory submissions for Zejula in first-line
maintenance ovarian cancer, belantamab
mafodotin in relapsed/refractory multiple
myeloma, and dostarlimab in endometrial
cancer

—Developed advanced technology capability
with significant hires and partnerships with
world-leading scientists

— Group sales £33.8 billion, up 10% AER,
8% CER, pro-forma +4%

— Free cash flow £5.1 billion

— Total earnings per share 93.9p (up 27%
AER, 23% CER), Adjusted earnings per
share 123.9p (up 4% AER, 1% CER)

— Successful integration of Tesaro and built
capability in priority areas, notably specialty
therapies, including oncology

— Continued delivery on restructuring benefits
to support investment in innovation and new
launches

— Completed Consumer Healthcare JV with
Pfizer and on track to deliver synergies

—Invested in new talent to build capability

—Filed FDA and EU regulatory submissions
for paediatric dolutegravir

— Released positive final phase Il results
for our candidate TB vaccine and built a
collaboration with the Bill & Melinda Gates
Medical Research Institute for the
continued development of the asset for
developing countries — which was finalised
and announced in January 2020

- Continued to embed modern employer
programmes with progress in engagement,
diversity and inclusion, employee health
and wellbeing, and development

—Ranked top in Dow Jones Sustainability
Index for the pharmaceuticals industry

2020 priority objectives

2020 priority objectives

2020 priority objectives

—Deliver Innovation sales with excellent
commercial, R&D and supply chain
execution

— Further accelerate and strengthen pipeline
with six potential approvals expected

Culture

— Prioritise spending to deliver growth and
return on investment

— Successful Consumer Healthcare JV
integration, including driving growth and
delivering synergies

— Deliver further capability building in
specialty Pharmaceuticals

— Deliver two-year programme to prepare
GSK for separation into two new companies

— Continue to deliver on-time in-full supply
of our products

— Build reputation with a focus on Innovation

— Deliver progress on Trust commitments

We are committed to developing the right culture to drive and maximise performance. We are empowering and enabling everyone at GSK
to live our values and expectations, and changing the way we work to accelerate delivery of our long-term priorities.

Principal risks

Our principal risks are: patient safety; product quality; financial controls and reporting; anti-bribery and corruption; commercial practices;
privacy; research practices; third party oversight; environment, health and safety, and sustainability; information security; and supply continuity.
Our risk management framework is designed to support our long-term priorities. See pages 43 to 46 and 275 to 287.
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Our culture

We are building a more performance-focused culture, aligned to our
values and expectations, that will help us achieve our purpose and

power our long-term priorities.

GSK has a well-established purpose — to help people

do more, feel better, live longer — together with strong
values of patient focus, respect, transparency and integrity.
We are extremely proud of how our purpose and values lead
us as a company. However, our operating environment is
changing rapidly and our stakeholders have increasing
expectations of us.

We recognise that our culture must have a greater focus on
performance and growth, while remaining firmly purpose-led
and values-based. This necessary shift in culture is key to
delivering our goal of becoming one of the world’s most
innovative, best performing and trusted healthcare companies.

Our expectations — courage, accountability, development
and teamwork — sit alongside our values to help us develop
the behaviours we need in our desired culture:

Courage: having high ambitions, setting an accelerated pace,
smart risk taking where appropriate, making the right decisions
assertively even when it is difficult, and speaking up when

we see opportunities to improve or have a concern.

Accountability: taking ownership, having single point
of accountability decision making, prioritising work that
supports our strategy and delivering what we promise.

Development: prioritising people's development and
encouraging them to ask for and give open and honest
feedback, so we continually grow as individuals, teams
and as an organisation.

Teamwork: ensuring our people work better together on
aligned objectives and understand how they contribute to
our long-term priorities, encouraging diversity of thought
and inspiring each other; holding each other to account.
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Enabling culture change
Culture change is a long-term commitment and requires
focus at every level of the company:

— We have made company-wide changes to our incentive
schemes, governance and ways of working, including
implementing key performance indicators and standardised
performance reviews.

— We continue to strengthen how our values and expectations
are embedded into our recruitment processes, leadership
development, employee training and performance evaluation.

— Across the whole company there are two broad themes
we are focusing on: clearer accountability and better
decision-making to drive pace and performance, and an
open, honest and straight-talking culture where our people
trust their leaders and feel confident to share their views.
Each of the businesses have set clear objectives to drive
the culture shift needed in their area.

— Our leaders and managers should be role models of our
desired culture. This starts with having the right people, and
we have made significant changes to our top 125 leaders,
with 29% new appointments (internal movement and external
hires) in the last year. We have invested significantly in
building High Performing Teams (HPT), including our
Corporate Executive Team, taking part in ongoing HPT
development programmes.

Tracking progress

We track our cultural change with a range of indicators and
the Board receives regular updates. In addition to specific lead
indicators by business area, we measure employee feedback
across the company through our global employee survey.

This focuses on (a) our progress on embedding a culture that
prioritises Innovation, (b) our discipline, competitive edge,
speed and agility to deliver growth orientated Performance,

(c) employee Trust, including pride in our purpose and progress
on our Modern Employer priorities and (d) how well the values
and expectations are embedded into our ways of working.

We also measure progress on key drivers of culture:

(1) strength of talent and succession plans for key roles and

(2) effectiveness of our global people manager population
through our global One80 survey (see page 36). We use our
employee engagement scores as an additional indicator of our
progress in embedding a culture in which our employees are
inspired by our purpose and are working together in the best
way so that we meet our long-term priorities, bring competitive
returns to shareholders, and help more patients and consumers.
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Key performance indicators

We track progress against our long-term priorities with ten operating key
performance indicators. These measure our performance at a Group level
and across our three businesses.

Our operating key performance indicators (KPls) are reviewed We track all of our operating KPls internally, and below we
regularly by our Corporate Executive Team and the Board. provide performance data for those that we report externally.
Our employees are updated on our progress against them every ~ Due to commercial sensitivities we do not publish data for all
quarter. Our performance system aligns employees’ bonuses operating KPIs (indicated as n/r). We use a number of adjusted,
with a relevant subset of our ten indicators and the remuneration ~ non-International Financial Reporting Standards (IFRS)

policy used to reward the performance of our executives also measures to report our business performance, as described
includes measures linked to our KPIs (see pages 117, 123 on pages 50 to 52. These include Adjusted results, free cash
and 125). flow and CER growth rates. Non-IFRS measures may be

considered in addition to, but not as a substitute for or superior
to, information presented in line with IFRS.

Innovation 2019 2018 2017
Innovation sales ®

Pharmaceuticals and Vaccines — sales of products launched in the last five years £3.8bn £1.7bn? £0.4bn?
Consumer Healthcare — sales from products which are new to a market in the last

three years as a % of total sales 12% 11% 13%
Pipeline value and progress — the value of products in our pipeline and R&D

milestones achieved n/r n/r n/r
Performance 2019 2018 2017
Group turnover @ - up 10% AER, 8% CER £33.8bn £30.8bn  £30.2bn
Profit @

Total operating profit — up 27% AER, 23% CER £70bn £5.5bn £4.1bn
Adjusted operating profit — up 3% AER, flat CER £9.0bn £8.7bn £8.6bn
Total operating margin 20.6% 17.8% 13.5%
Adjusted operating margin 26.6% 28.4% 28.4%
Free cash flow @ - down 11% £5.1bn £5.7bn £3.5bn°
Market share — our market share in relation to our competitors n/r n/r n/r
Top talent and succession plans for key roles — our most talented employees

in key roles with succession plans in place n/r n/r n/r
Trust 2019 2018 2017
Employee feedback — employee engagement scores from our global employee survey 78% 78% 79%
Supply service level — percentage of orders delivered on-time and in-full n/r n/r n/r

Corporate reputation — reputation index among stakeholders and informed public
measured globally and in top 13 markets n/r n/r n/r

Comparative information reflects sales of those products that meet the definition for 2019.

@ Linked to Executive LTI awards and bonus, see pages 117, 123 and 125.
a
b Revised to include proceeds from the sale of intangible assets.

n/r Not reported externally.
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Industry trends

The healthcare industry operates in a rapidly changing environment with
strong growth potential. Our strategy is designed to respond to this context
by maximising opportunities and mitigating risks.

We are operating in a dynamic environment, shaped by fast-
changing and interdependent global trends. We continue to
be responsive to this changing environment through monitoring
industry trends and engaging with key stakeholder groups

(see pages 15 to 16).

The global healthcare industry

Gilobal growth is projected to rise from an estimated 2.9% in
2019 to 3.3% in 2020, a downward revision of 0.1% from the
previous World Economic Outlook. Rising geopolitical tensions
have increased uncertainty about the future of the global trading
system and international cooperation, taking a toll on business
confidence and investment decisions.’

The global healthcare market continues to grow, with
worldwide pharmaceutical sales totalling £801 billion from
September 2018-2019, up 6.4%. North America remains

the largest pharmaceutical market with a 48% share of global
sales, with Europe representing 21%. China is the second
largest individual country for pharmaceutical sales, representing
8.5% of global sales.? Global vaccine sales rose to
approximately £23.8 billion in 2019, up around 15% from
2018.2 The global consumer healthcare market is estimated

to be approximately £140 billion.®

The healthcare sector remains intensely competitive, with
companies increasingly pursuing mergers, acquisitions and
partnerships to strengthen pipelines and portfolios. 2019
saw significant M&A activity in oncology and speciality care,
together with several company mergers, most notably with
Bristol-Myers Squibb acquiring Celgene and AbbVie
acquiring Allergan.

1 IMF World Economic Outlook Update
2 IQVIA data
3 Internal data

4 https://population.un.org/wpp/Publications/Files/WPP2019_
Highlights.pdf

5 https://www.who.int/news-room/fact-sheets/detail/ageing-and-health

6 http://oecdobserver.org/mews/fullstory.php/aid/3681/An_emerging_
middle_class.html
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Intellectual property (IP) protection is important to continue

to incentivise innovation. This helps research-based healthcare
companies ensure a reasonable return on their investments
and allows them to continue to conduct research and develop
new and innovative medicines. Once IP protection expires,

or if challenges to a patent are upheld, generic competitors
can rapidly capture a large share of the market. Vaccines

and other biologics do not face such exposure to generic
competition through these ‘patent cliffs’. They require high
capital investment due to the highly technical manufacturing
processes, and complex regulatory and quality requirements.

Global trends: opportunities and challenges

Changing demographics
Demographic change is increasing demand for both preventive
and therapeutic healthcare products.

The world’s population continues to grow. From an estimated
7.7 billion people worldwide in 2019, the global population is
predicted to grow to 8.5 billion by 2030.* Virtually all countries
are experiencing population ageing, with the proportion of the
world's population over 60 projected to nearly double between
2015 and 2050.% More people are living in cities and affluence
is growing, with the size of the global middle class projected to
be approximately 4.9 billion people by 2030, up from 1.8 billion
in 2009.°

Our response

These factors are all contributing to rising demand for healthcare,
including in areas where we are focused such as oncology

and respiratory, as well as pressuring healthcare systems

to restrain spending growth. As part of our Innovation priority
we are investing in developing and launching a pipeline of new
products that meet the changing needs of patients, payers

and consumers (see pages 17 to 21 and 23 to 25). We ensure
our products serve a broad demographic through our global
health and pricing strategies (see pages 30 to 34).


https://population.un.org/wpp/Publications/Files/WPP2019_
Highlights.pdf
https://population.un.org/wpp/Publications/Files/WPP2019_
Highlights.pdf
https://www.who.int/news-room/fact-sheets/detail/ageing-and-health
http://oecdobserver.org/news/fullstory.php/aid/3681/An_emerging_middle_class.html
http://oecdobserver.org/news/fullstory.php/aid/3681/An_emerging_middle_class.html

Industry trends continued

Advances in science and technology

Rapid advances in innovative science and technology are
transforming the sector. Cell therapy technologies, where

cells become living medicines, are changing the definition

and profile of medicine. New advances in functional genomics,
such as CRISPR, are changing what is possible in drug
discovery and will enable researchers to pinpoint novel targets
with a higher probability of success. The scale of data from
genetic libraries and genomics requires artificial intelligence (Al)
to interpret, and machine learning helps to predict possible new
pathways to a medicine. The growth in data is also improving
the healthcare ecosystem and helping to build a virtuous

cycle of data, technology and R&D. Regulators and purchasers
can use these technologies to track product effectiveness,
while consumers relying on digital tools to manage their

health and understand their genetic profiles are helping
research efforts by building a better understanding of

genetics and disease.

Our response

The application of advanced technologies is central to our R&D
approach, as part of our Innovation priority. We are developing
core capabilities in Al, machine learning, functional genomics
and cell therapy to accelerate the pace at which we identify
and develop novel targets and medicines, including creating
the Laboratory for Genomics Research, a state-of-the-art lab
to apply CRISPR gene editing technologies to drug discovery.
We have made significant investments to help us realise the
potential of these cutting-edge technologies and, ultimately,
strengthen our pipeline. We are also attracting the best
scientific minds to work for us and with us, by entering into
ambitious and creative collaborations, such as our partnership
with Lyell Inmunopharma, to enhance our cell and gene therapy
programme and with 23andMe, with which we have eight
ongoing joint programmes (see page 21).

Pricing and access

The pricing of healthcare products and the increasing pressure
to fund high-cost, innovative therapies continues to attract
significant attention from governments and the public, with
calls for better transparency on how prices are set and a
greater emphasis on value and health outcome-based pricing.
Government and payer budgets remain subject to increasing
review as demand for healthcare grows and the healthcare
policy environment remains fluid, with payers introducing
increasingly restrictive cost-control mechanisms.

In the US, the government has proposed several drug pricing
initiatives, including a new ‘international pricing index', in order
to reduce healthcare costs for patients and the government.
While there are still significant potential obstacles to the
implementation of national drug pricing proposals, multiple
states have also passed legislation or regulation that increases
oversight, transparency and/or control of pharmaceutical prices.
Organisations that assess the value of pharmaceutical products
relative to price and health outcomes, such as the Institute for
Clinical and Economic Review, are also rising in prominence

in the US.
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In Europe, while the majority of markets have established price
control processes in place, national healthcare authorities are
continually looking to sharpen these tools in response to
changing market dynamics. Disparity in both access and supply
availability across EU markets has been a topic of recurrent
debate in recent years. Member states have repeatedly raised
serious concerns over the problem of medicines shortages.
They call for transparency of prices, R&D costs and public
subsidies, pushing to roll back existing flexibilities with EU
legislation and/or create additional hurdles for market access.

In Europe and many Emerging Markets, international reference
pricing (IRP) continues to gain traction, with over 70 markets
now using this as a primary lever for pricing control.
Increasingly, countries are also cooperating on health
technology assessments (HTAs) — the new EU HTA regulation
proposal would centralise the clinical assessments of new
medicines and medical devices.

Beyond Europe many countries are implementing various
forms of HTA. In China several policies have been proposed
to boost the quality, efficiency and value of healthcare delivery
and HTA implementation is among the key initiatives proposed.
Products with high clinical value, particularly those seeking

a premium price, will likely be prioritised for HTA review,
especially in oncology and other critical disease areas.

While accelerating access to innovation, China is also
implementing cost containment measures to balance its
healthcare budget. Saudi Arabia is establishing a new,
independent and evidence-based HTA entity to help it
maximise health gains through efficient use of resources.
Finally, in Japan the pharmaceutical industry remains
concerned about the proposed use of HTA for pricing

control rather than value assessment.

Our response

We aim to improve the health of millions of people each year
by making our products available at responsible prices that are
sustainable for our business. Getting this right is fundamental
to both our Performance and Trust priorities. When setting

the price of our medicines in developed markets, we apply

a value-based approach to balance reward for innovation with
access and affordability (see page 33). We aim to bring truly
differentiated, innovative products that bring highly effective
health outcomes for patients and payers, so that even those
products with a high cost will bring value to patients and
healthcare systems. By investing in genetics, genomics,

big data and Al we are accelerating the pace at which we
develop transformational medicines, prioritising those molecules
with a higher probability of success — we know that genetically
validated drug candidates are twice as likely to become
registered medicines, improving the productivity of our

R&D investment.
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Industry trends continued

Regulatory environment

Healthcare is a highly regulated industry, reflecting public
expectations that products comply to stringent levels of quality,
safety and efficacy.

Governments continue to introduce and develop regulatory
approaches to support the accelerated development and
introduction of new medicines and to encourage pharmaceutical
innovation. Regulatory authorities are exploring how to progress
or adapt regulatory science to address new and potentially
disruptive technologies, such as digital healthcare, cell and
gene therapies, big data and real-world evidence. Work on
cross-border harmonisation of pharmaceutical regulation is
increasing through supranational bodies, such as the
International Council for Harmonisation, the geographic scope
of which continues to expand, including to emerging markets.
This work is supporting the introduction and development of
initiatives in which regulators from different jurisdictions share
or co-operate in the assessment of regulatory submissions,

for example the US Food and Drug Administration (FDA) is
providing a framework for concurrent submission and review

of oncology products with international partners.

Our response

GSK closely monitors and, where relevant and appropriate,
engages in how we can improve regulation, particularly in the
UK, Europe and the US. For example, as scientific innovation
moves beyond the scope of current regulation and standards,
we are working with the sector to engage with governments
to explore new policies, processes and incentives that would
support the discovery and delivery of medicines developed
through emerging technologies and techniques (see page 16).

1 Mercer 2018 Global Talent Trends Study. Input: 800 executives, 1,800 HR
leaders, 5000+ employees, 21 industries, 44 countries
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Societal expectations

Expectations of business are changing. As well as delivering
financial returns, companies are expected to create value

for a range of stakeholders through taking action on social
and environmental issues. Some are calling for the purpose
of business to be redefined, with groups like Business
Roundtable, a leading business group in the US, saying

a corporation exists to benefit all stakeholders, moving away
from the long-standing endorsement of shareholder primacy.

In order to attract and retain the best talent companies need
to rise to the expectations of a workforce that is motivated
by delivering on a greater purpose. Employees who work
for a company with a strong sense of purpose, and who feel
connected to it, are three times more likely to thrive in what
they do.!

At the same time, investors are increasingly asking companies
to articulate how they are managing a range of environmental,
social and governance (ESG) risks and opportunities. Major
institutional investors are publicly stating that they believe that
ESG factors impact a company'’s long-term success and so
are important to their investment decisions.

Companies are expected to contribute to the UN Sustainable
Development Goals (SDGs), especially as we move into the
final decade for their delivery by 2030. There is growing public
demand for companies to play a role in managing climate
change and mitigating climate risk, as well as address other
environmental issues such as plastics, air pollution and water
management. Companies are also under increasing pressure
to address social issues such as human rights, inclusion and
diversity and fair pay, both in direct operations and throughout
the supply chain.

The pharmaceutical sector in particular has a trust deficit and
remains under sustained scrutiny around sales and marketing
practices and ethics and compliance. It is also facing additional
reputational challenges related to issues like the opioid crisis

in the US, as well as the growing momentum of the anti-vaccine
movement in some regions.

Our response

Our Trust priority is designed to respond to multi-stakeholder
expectations and prioritise the areas where we are positioned
to have significant and sustainable impact. We set 13 public
commitments to support our Trust priority in 2018 and are
making good progress against them (see pages 30 to 42). We
recognise that expectations are moving quickly and that we
need to respond accordingly (see pages 15 to 16).



Stakeholder engagement

Strategic report

Governance and remuneration

Financial statements

Investor information

Engaging and building trust with the broad range of stakeholders that interact
with, or are impacted by, our business is key to delivering our strategy and
ensuring our success over the long term.

Section 172 statement
We have various mechanisms that enable management and the Board to understand and consider stakeholder views as part

of their oversight and decision making. This is explained in our section 172 statement, which is set out in full on page 111, and
is incorporated by reference into this Strategic report. On this page we summarise our key stakeholder groups, how we engage
with them, the issues that matter most to them and what we are doing in response.

Patients and

Insights from patients and consumers enable us
to develop products that better meet their needs.

What matters

consumers —The pricing of healthcare products, particularly out-of-pocket
How we engage expenses
— Advisory boards, disease-specific patient panels - Differentiated product innovation based on patient and
and Patient Advocacy Leaders Summits to provide consumer needs
patient insights —Access to a reliable supply of high-quality, safe products
— Engagement and support for patient groups (disclosed What we are doing
on gsk.com), and initiatives that empower patients — We take a values-based approach to pricing to balance
to get involved in medicine development reward for innovation with access and affordability
—Market research and consumer sensory labs help — Strengthening our pipeline to bring innovative products
to uncover consumer insights to patients and ensure we maintain high standards for
product quality and safety
Investors We maintain regular and constructive dialogue with What matters
investors to communicate our strategy and performance - Financial performance and commercial success
in order to promote investor confidence and ensure — Understanding how our R&D strategy is successfully
our continued access to capital. developing our pipeline
How we engage —Management of key environment, social and governance
- Ongoing communications including the AGM, quarterly (ESQG) issues to mitigate risk and create opportunity
results calls and detailed company information online What we are doing
— One-to-one meetings between Board members, senior - Continuing to report in line with best practice disclosure
executives and institutional |-nvestors including introduction on progress towards our financial targets and strategic goals
roadshows for our new Chairman and CFO — Specific business and R&D updates and events e.g. ViiV meet
pecific busines: pdates seg
—Biannual investors and analysts perception study and, for the management, Vaccines Investor Day, Oncology roundtables
the first time in 2019, we conducted a specific ESG study —We are increasing engagement on ESG matters
Healthcare We work with healthcare professionals (HCPs) What matters
professionals and medical experts to understand patient needs - Access to product and scientific information
e el _and to fensure our products are being administered — Responsible sales and marketing practices
in the right way. . . . ) .
experts — Safety, efficacy and differentiated innovation

How we engage

- Scientific dialogue to increase understanding
of disease management and patient experience

— Providing high-quality, balanced information about
our medicines and vaccines

— Collaboration on clinical trials and research

What we are doing

—Increasing the use of digital channels to deliver a more
personalised and effective sharing of information to HCPs

—Updating our salesforce incentive policy to attract and
retain the best talent while upholding ethical standards

- Using HCP insights on disease management and patient
experience to inform the development of our medicines

R&D partners
and academia

We partner with scientific institutions, national health
systems, business partners and academia to help
ensure we develop differentiated healthcare products.
How we engage
— Collaboration with outstanding scientists from organisations
across the globe
— Establishing joint ventures to strengthen innovation
and efficiency
—Working with academic institutions to accelerate
discovery and development of new medicines

What matters

—Finding the right partner to accelerate a potential medicine
or vaccine to approval to reach patients

— Pushing the science as far as it can go to advance human
health

— Dissemination and advancement of scientific knowledge

What we are doing

—Working with world leading experts at biotechs, universities
and other scientific institutions to improve drug discovery
and increase the productivity of our R&D pipeline

— Collaborating with partners such as Open Targets, FinnGen,
and the UK Biobank that are focused on identifying
disease-relevant genes to validate high-potential targets
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Stakeholder engagement continued

Governments
and regulators

We work with governments and regulators to advocate
for policies that encourage innovation, promote
efficient management of healthcare spending

and give patients the support they need.

How we engage

—Meeting with regulatory bodies throughout the
development process to ensure high quality
and safe new products

—Engaging with government health agencies
to demonstrate the value of our products

—Working with governments to build a strong
operating environment for life sciences

What matters

— Environments which value innovation and drive investment
in life sciences

- Scientific funding and collaboration

—Medicines pricing and reimbursement

— Public health threats

What we are doing

—Working with policymakers to support an operating environment
that remains competitive for R&D investment, enables mobility
of scientific talent and accelerates the uptake of innovative
medicines, including the UK Life Sciences Industrial Strategy

— Actively engaging on government proposals for healthcare
reform, including in the US where we successfully ensured
patient access to full treatment regimes for HIV and cancer
was maintained

— Partnering with authorities in China to ensure support
for global innovation, including swift regulatory approval
of Shingrix and Benlysta

NGOs and
multilateral
organisations

We work with partners to improve access to healthcare
services and our products, and to advocate for the
policy environment in which we can be successful.

How we engage
— Working with non-governmental organisations (NGOs)

and partners to research and develop products to
address global health challenges

- Collaborating with NGOs and generic manufacturers to
sustainably supply our products to developing countries

— Partnerships to strengthen health systems in developing
countries and drive progress on global health priorities

What matters

— Access to medicines and vaccines

— Achieving the UN SDGss and WHO targets for specific
disease areas

— Universal Health Coverage (UHC) and the future
of health systems

— Sustainable financing for global health

What we are doing

—Focusing on our unique value-add as a global health partner
to develop products where we have scientific expertise

— Partnering with organisations that have complementary
capabilities and reach to create sustainable models that
share risk, including working with partners to pilot
implementation of the malaria vaccine

— Leveraging our community investment programmes to support
our scientific expertise and deliver more impact for patients

Suppliers We work with thousands of suppliers, large and What matters
small, who provide goods and services that support — Prompt payment for smaller suppliers
us in delivering a reliable supply of high-quality, - Understanding GSK standards and policies to ensure
safe products for our patients and consumers. compliance
How we engage — Opportunities to innovate and grow the relationship
—Regular direct engagement between business owner .
. . . What we are doing
and supplier to ensure they support GSK's strategies ) )
and targets —Updating our payment practices to ensure that smaller
UK suppliers benefit from preferential payment terms
—Engage with suppliers through our Third Party Oversight ppl . . P . Py
P h — Conducting business with suppliers who share our values and
programme and by conducting in-depth audits . . ) .
o } ) high quality and ethical standards to ensure security of supply
— Participate in cross-industry forums such as the E . . h .
. S —Engaging with suppliers to develop improvement plans and
Pharmaceutical Supply Chain Initiative and the . . .
. track progress when we identify areas for improvement
Consumer Goods Forum to improve supply . ) .
chain sustainability — Expanding our th|rfi-party Enwronn-]er‘ﬂ Health and Safety
team to the countries where our priority suppliers are located
to provide more proactive support
Employees We involve and listen to employees to help us maintain What matters

strong employee engagement and retain talented

people.

How we engage

—Regular interactive ‘Let’s Talk’ events with the
Corporate Executive Team and other senior leaders

- Facilitating dialogue and collaboration through our
internal communications platform

— Global diversity councils and Employee Resource
Groups covering different strands of diversity

— Global all-employee survey and One80 Survey for
employees to provide feedback on line managers

— Opportunities for career and personal development

— Flexible working to support balancing wider responsibilities

—Working in an inclusive and diverse environment

—Working for a purposeful company and a great line manager

What we are doing

— Providing all employees with access to a new development
portal with resources that are most relevant to their roles,
development needs and interests

— Our largest markets have formal flexible working and carer
policies and all our markets are reviewing their competitiveness

—Monitoring employee engagement through the employee
survey and acting on feedback to improve engagement
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Our Pharmaceuticals business has a broad portfolio of innovative and
established medicines in respiratory, HIV, immuno-inflammation and
oncology. We are strengthening our R&D pipeline through a focus on
immunology, human genetics and advanced technologies to help us

deliver transformational medicines for patients.

Progress against our long-term priorities

Innovation Performance Trust

— Strengthened our R&D pipeline
with eight filings and four assets
advancing to pivotal phase II/Ill
studies

— Accelerated our oncology portfolio
with positive pivotal data readouts
and regulatory submissions for
Zejula in first-line maintenance

— Total 2019 turnover £17.6 billion, — Filed US and EU regulatory

up 2% AER, flat at CER

— Strengthened capabilities in
specialty care medicine

— Changed sales incentive
programme to recruit and retain
representatives with the best
expertise and experience

submissions to simplify, optimise
and extend use of dolutegravir
in children living with HIV

Progressed gepotidacin, the
first in a new chemical class of
antibiotics to treat drug resistant
bacteria, to phase Il clinical

ovarian cancer, belantamab
mafodotin in relapsed/refractory
multiple myeloma, and dostarlimab
in endometrial cancer

— Received approvals and expanded
indications for key medicines
across our portfolio

— Invested significantly in advanced
technologies, including establishing
the Laboratory for Genomics
Research and collaborating with
Lyell Immunopharma

@ Read more below

Innovation

@ Read more on page 22

research

— Supply chain productivity up
by more than 20% since 2016 — Donated 890 million albendazole

tablets to support efforts to end
lymphatic filariasis and control
intestinal worms in school-age
children

— 101 Pharmaceutical regulatory
inspections, all with satisfactory
results

@ Read more on pages 30 to 42

Our new R&D approach focuses on science related to the
immune system, the use of human genetics and the application
of advanced technologies, such as functional genomics,
machine learning, artificial intelligence and cell therapy.

This approach, powered by the multiplier effect of Science x
Technology x Culture, is helping to strengthen our pipeline and
accelerate the pace at which we discover, develop and deliver
medicines to improve patients’ lives.

As we prepare to create New GSK, we will drive a common
approach to R&D across Pharmaceuticals and Vaccines.

This will enable us to more effectively allocate capital and
share technical and scientific expertise, to deliver our pipeline,
regardless of modality, for the new Biopharma company.

We are evolving our R&D culture to embrace single-point
accountable decision making and smart risk taking
(rewarding good decisions even when the outcome may
not be as expected) to help us deliver scientific and
technological excellence.

Our R&D pipeline contains 39 potential new medicines,
including 15 clinical oncology assets. We have doubled
the number of assets in our clinical oncology portfolio
since early 2018.

In 2019, we advanced four assets into pivotal phase II/1ll
studies and achieved positive regulatory decisions and data
readouts across our portfolio.

We received approvals for three medicines: Dovato, an HIV
treatment; Dectova, a treatment for influenza A or B; and new
self-administration options for our respiratory biologic, Nucala.
We also received expanded indications for medicines including
Zejula, our oral poly ADP-ribose polymerase (PARP) inhibitor
for ovarian cancer and Benlysta, the world'’s first biologic
treatment for systemic lupus erythematosus (SLE or ‘lupus’).
We submitted eight filings for regulatory approval.
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Pharmaceuticals continued

HIV

Around 37.9 million people are living with HIV worldwide.
We have a long-standing commitment to combatting,
preventing and ultimately curing HIV, helping to make

it a smaller part of people’s lives.

Our HIV business is managed through ViiV Healthcare,
which is majority owned by GSK;, with Pfizer and Shionogi
as shareholders. ViiV Healthcare is the sole global specialist
HIV pharmaceutical company. We are at the forefront of
innovation, with the world's only HIV-dedicated discovery
and early development facility. Our portfolio of 15 approved
antiretroviral medicines offers a range of therapeutic options
for people living with HIV. They include our established
therapies Tivicay and Triumeq, which contain dolutegravir,
considered the most potent available antiretroviral.

2019 was a pivotal year for ViiV Healthcare, with growing
momentum for our portfolio of two-drug regimen (2DR)
therapies, which are powered by dolutegravir. We launched
Dovato, our new once-daily, single-pill 2DR, the first approved
for treatment-naive patients, in the US and EU. This followed
positive results from the GEMINI 1 and 2 and TANGO studies
which showed Dovato was as effective as dolutegravir-based
three-drug regimens. By containing fewer antiretrovirals than
traditional HIV treatments, Dovato and our first 2DR, Juluca,
aim to reduce the number of HIV drugs people living with

the virus take over a lifetime. Following its 2018 launch in

the US, Japan and nine European markets, Juluca achieved
reimbursement in 10 additional markets in 2019. During the
year, the SWORD 1 and 2 studies demonstrated Juluca's
long-term safety, efficacy and tolerability.

We submitted cabotegravir and rilpivirine, the first once-monthly,
complete long-acting HIV regimen for regulatory review in the
US and EU. This followed the global ATLAS and FLAIR pivotal
phase lll studies which demonstrated that the therapy was

as effective as a daily oral three-drug regimen in maintaining
viral suppression. In December 2019, we received a complete
response letter from the FDA regarding the US submission

and will work closely with the regulatory authority to determine
appropriate next steps. Regulatory review in the EU is ongoing.

In July 2019, we launched the year-long CUSTOMIZE study

to identify and evaluate ways of implementing a once-monthly
HIV regimen into clinical practice. The programme involves

ViiV Healthcare employees working with clinical staff, healthcare
providers and people living with HIV across the US.

In December 2019, we filed for US regulatory approval for
fostemsavir, our first-in-class attachment inhibitor for heavily
treatment-experienced adults with HIV-1 infection, including
those who are failing on current antiretroviral regimens and
have exhausted all treatment options. The submission followed
positive results from the 96-week phase Il BRIGHTE study.

In line with our commitment to delivering optimal HIV treatment
formulations for children, we made two regulatory submissions
in December 2019 that aim to simplify, optimise and extend
the use of dolutegravir in paediatric HIV patients. For more
information (see page 32).
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Oncology

Cancer remains a major global cause of death. Our work

in oncology aspires to maximise patient survival through
transformational medicines. We have an increasingly large

and broad portfolio of assets in development, both alone

and in novel combination studies. Our pipeline is focused

on four areas: immuno-oncology, which uses the human

immune system to treat cancer; cell therapy, where human
T-cells are engineered to target the disease; cancer epigenetics,
where the gene-regulatory system of the epigenome is modulated
to curb cancer; and synthetic lethality, where two mechanisms
work together synergistically to destroy cancerous cells.

We are making good progress. Since early 2018 we have
doubled the number of assets in our clinical oncology pipeline.
In 2019 we achieved three positive pivotal data readouts

and are on track for three oncology launches in 2020.

We have achieved this by accelerating our own clinical
programmes, fast-tracking the assets acquired with the
oncology-focused biopharmaceutical company Tesaro,

and successful business development collaborations,
including our strategic alliance with Merck KGaA.

To further strengthen our oncology pipeline and enhance our
cell and gene therapy programme, we announced a five-year
collaboration with Lyell Imnmunopharma. Lyell is exploring ways
of improving the function and ‘fitness’ of T-cells to enhance
response rates in solid tumour cancers and prevent relapses
due to T-cell ‘exhaustion’. Combining our cell and gene therapy
programmes with Lyell's technologies has the potential to
enhance the activity and specificity of cell therapies in solid
tumour cancers.

Our current oncology assets

Zejula, our oral PARP inhibitor, is approved in the US
and Europe for women with recurrent ovarian cancer.
We believe that Zejula could transform treatment options
for patients in additional ovarian cancer stages, and for
both men and women with other cancers.

Following a priority review, in October 2019, the FDA
approved an expanded indication for Zejula as a late-line
treatment for women whose advanced ovarian cancer is
associated with homologous recombination deficiency.

The approval was supported by the positive results of the
phase [l QUADRA study. This approval allows us to address
the unmet clinical need and demonstrates that Zejula is active
as a late line therapy for women beyond those with BRCA
mutations. In December 2019, we also filed for US approval
of Zejula in first-line maintenance therapy of women with
platinum responsive ovarian cancer. The submission, which
has been accepted by the FDA, was based on positive results
from the phase Ill PRIMA study which showed a significant
reduction in disease progression for women, irrespective

of their biomarker status.

Reflecting our broad development plan, a number of further
clinical studies of Zejula, alone and in combination with other
therapies, are in progress for additional ovarian cancer stages
as well as for non-small cell lung cancer and breast cancer.



Pharmaceuticals continued

Belantamab mafodotin, our first-in-class, humanised
immunoconjugate against B-cell maturation antigen
(anti-BCMA), is being studied for the treatment of multiple
myeloma, the second most common blood cancer, for
which there is currently no cure. Our extensive development
programme for this asset will enable us to move quickly into
earlier lines of treatment. In December 2019, we filed for
regulatory approval following positive results from the pivotal
DREAMM-2 study, which explored belantamab mafodotin

in patients with relapsed/refractory multiple myeloma, and
have subsequently been granted a priority review by the FDA.

In the second-line setting, our phase I/ll DREAMM-6 study

is assessing belantamab mafodotin in combination with
standard of care. The results will inform pivotal second-line
studies, which are due to start in the second half of 2020.

We also started two other studies: DREAMM-5, a fourth-line,
phase /1l study exploring use in combination with novel agents,
and DREAMM-9, a phase lll first-line study in combination with
standard of care.

Dostarlimab is a PD-1 inhibitor targeting endometrial cancer,
the sixth most common cancer in women. It is being evaluated
for use as a monotherapy and in combination with other
immuno-oncology agents. We filed for regulatory approval

in a second-line endometrial cancer setting in late 2019,
following positive results from the GARNET study, the

largest ever trial of an anti-PD-1 monotherapy in patients with
advanced or recurrent endometrial cancer. In September 2019,
we enrolled the first patients in RUBY, a first-line study of
dostarlimab in combination with chemotherapy.

In February 2019, we announced a global alliance with Merck
KGaA to jointly develop bintrafusp alfa, an investigational
bifunctional fusion protein immunotherapy currently in
development for multiple difficult-to-treat cancers. The most
advanced potential registration study is in second-line biliary
tract cancer, a group of rare, aggressive gastrointestinal cancers
associated with limited treatment options and poor outcomes.

Our anti-ICOS agonist antibody, GSK3359609, is designed
to selectively enhance the function of T-cells. We are studying
the antibody alone and in combination with other therapies,
due to its considerable potential across a range of tumour
types. Following the positive results of the INDUCE-1 study,
we initiated a phase II/1ll study with registration potential

in combination with pembrolizumab in first-line recurrent/
metastatic head and neck squamous cell carcinoma.

Our lead T-cell immunotherapy, GSK3377794, targets

the NY-ESO-1 antigen that is expressed across multiple
cancer types. The therapy is on an accelerated development
path, having received both European PRIME and US FDA
breakthrough status, with ongoing phase Il studies in synovial
sarcoma, lung cancer and multiple myeloma. This asset, along
with our other cell therapies, could be enhanced by leveraging
the technologies available to us via our new collaboration

with Lyell Inmunopharma.
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Respiratory

GSK has been a world leader in respiratory for five decades,
pioneering the development of modern, innovative medicines
for asthma and chronic obstructive pulmonary disease (COPD).
We have launched six new treatments since 2012, establishing
the broadest portfolio of once-daily, inhaled respiratory
medicines in our industry.

In 2019, we continued the successful roll out of Trelegy Ellipta,
our single inhaler triple therapy for COPD. It is now available

in over 40 markets, with key launches in 2019 that included
Japan and China. Following positive results from the phase Il
CAPTAIN study, which showed the effect of Trelegy in treating
patients with asthma, we filed for this new indication in the US
and Japan.

Nucala, our first-in-class biologic for patients with severe
eosinophilic asthma (SEA), continued to strengthen its

clinical profile with approval in the US and EU of two new
self-administration options, and early data from the REALITI-A
study showing Nucala significantly reduces exacerbations in

a real-world setting. Approval in the US for use in children with
SEA aged six to 11 provided a new option for this difficult to
treat patient population.

Despite our advances in respiratory medicines, there are still
areas of significant unmet need where we continue to innovate.
We are exploring Nucala's potential across a spectrum of
eosinophil-driven diseases and in 2019 reported positive results
from our hypereosinophilic syndrome programme which will
support regulatory submissions in 2020. We initiated a new
phase lll study in COPD, and data from our nasal polyps
programme is anticipated in 2020. We achieved proof of
concept for two further investigational medicines in our
biologics pipeline, a long-acting anti-interleukin-5 (IL-5)
antagonist for SEA and an anti-IL33 receptor for severe asthma,
which we hope will provide new options for patients and extend
our respiratory leadership into the future.

Immuno-inflammation

We are committed to the research and development of
medicines for immune-mediated diseases, such as lupus and
rheumatoid arthritis (RA), that are a significant health burden for
patients and society. Our research focuses on the biology of the
immune system, reflecting our aim to develop immunological-
based medicines that alter the course of inflammatory disease.

We are the only company with a biologic treatment, Benlysta,
specifically developed and approved for adult and paediatric
lupus. In 2019 the medicine was approved for adults in China
where more than one million people have lupus. During the
year intravenous Benlysta became the first biologic treatment
to be approved in the US, EU and Japan for children who have
limited treatment options for this challenging disease. We also
announced positive results from the pivotal BLISS-LN study
showing the effect of Benlysta in active lupus nephritis, an
inflammation of the kidneys caused by SLE.

We announced the start of the phase Ill study of otilimab,

our anti GM-CSF antibody, in patients with RA, following
results from the phase Il BAROQUE study. About 24.5 million
people globally are affected by RA, a chronic, systemic
inflammatory condition.
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Pharmaceuticals continued

Pharmaceuticals pipeline overview

We have 39 assets in development, of which 15 are focused on oncology. We expect a number of pivotal readouts in 2020.

Phase

Compound

Indication

Pivotal/registration*

Benlysta + Rituxan'

systemic lupus erythematosus?

cabotegravir? LA + rilpivirine'

long-acting HIV

O Dovato

HIV
daprodustat (HIF-PHI) anaemia
fostemsavir (attachment inhibitor) HIV

Nucala COPD/hypereosinophilic syndrome/nasal polyps
Trelegy' asthma
O Dectova' IV IV influenza

O Nucala pre-filled syringe

severe asthma

belantamab mafodotin' (BCMA ADC)

multiple myeloma

© Zejula (PARP inhibitor)!

first-line maintenance ovarian cancer?

© dostarlimab (PD-1 antagonist )'

endometrial cancer

© bintrafusp alfa' (TGF trap/anti-PDL1)

biliary tract cancer 2

© otilimab' (3196165)

rheumatoid arthritis

© gepotidacin' (2140944)

uncomplicated urinary tract infection and gonorrhoea

© 3359609' (ICOS receptor agonist)

head and neck squamous cell carcinoma??®

Phase | expansion/phase Il

© 3640254 (maturation inhibitor)

HIV

3228836' (HBV ASO)

hepatitis B

3772847' (IL33r antagonist)

severe asthma

3377794' (NY-ESO-1 TCR)

cancer

2330811 (OSM antagonist)

systemic sclerosis

2881078 (SARM)

COPD muscle weakness

525762 (molibresib, BET inhibitor)

cancer

2330672 (linerixibat, IBAT inhibitor)

cholestatic pruritus in primary biliary cholangitis

3326595' (PRMTS5 inhibitor)

cancer

GR121619' (oxytocin)

postpartum haemorrhage

© TSR-022 (TIM-3 antagonist)’

cancer

© 3036656' (leucyl t-RNA inhibitor)

tuberculosis

© 2831781' (LAGS)

ulcerative colitis

© TSR-033' (LAG3 antagonist)

cancer

Phase | 3858279' (CCL17 antagonist) osteoarthritis pain
3511294 (L5 LA antagonist) asthma
1795091 (TLR4 agonist) cancer
3810109' (broadly neutralising antibody) HIV
3537142' (NYESO1 ImmTAC) cancer
3439171" (H-PGDS inhibitor) Duchenne muscular dystrophy
3368715' (PRMT1 inhibitor) cancer
2269557 (nemiralisib PI3Kd inhibitor) activated phosphoinositide 3-kinase delta syndrome
© 3745417 (STING agonist) cancer
3174998' (OX40 agonist) cancer
© 3186899 (CRK-12 inhibitor) visceral leishmaniasis
@ 3732394 (combinectin entry inhibitor) HIV
O Approved @ Progressed/New 1 In-licence or other alliance relationship with Note: for oncology, where phase I studies are

* Includes programmes in pivotal phases
of development or where pivotal data has
reported and regulatory submissions are
under consideration or under review.
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third party.

conducted in patients, the progression from

2 Additional indications also under investigation. ~ phase I to phase II is defined when expansion

3 ICOS HNSCC is a phase II/III study with
registrational potential.

cohorts are started.



Pharmaceuticals continued

Infectious diseases

We started two phase lll studies for gepotidacin, the first

in a new chemical class of antibiotics to treat drug resistant
bacteria, in urogenital gonorrhoea and uncomplicated urinary
tract infection. This marks the first time these infections

have been addressed by new oral antibiotics in 20 years.
First results are expected by the end of 2021.

In 2019, Brazil became the first malaria-endemic country

to approve Kozenis for the radical cure of P. vivax malaria.
Single-dose Kozenis (known as Krintafel in the US) is the
first new treatment for P. vivax malaria for more than 60 years.
This milestone follows publication of the positive results from
the DETECTIVE and GATHER phase Ill studies.

We are using new technology to develop novel medicines
for hepatitis B, a viral infection of the liver that can lead to
significant health conditions, including cirrhosis, liver failure
and liver cancer. We exercised an option to license lonis
Pharmaceuticals’ antisense medicines for people with
chronic hepatitis B following positive phase Il results.

We received EU approval for Dectova for the intravenous
treatment of influenza A or B which can cause epidemic
seasonal infections. The innovation, intended for hospitalised
patients, complements our oral version of this neuraminidase
inhibitor, which we market as Relenza.

Additional programmes

In Japan, we filed for regulatory approval for daprodustat,
an oral hypoxia-inducible factor prolyl hydroxylase inhibitor
for patients with anaemia associated with chronic kidney
disease. If approved, daprodustat will provide a new and
convenient oral treatment option for these patients.

Leveraging advanced technologies

Advanced technologies are central to our R&D approach.
We have made significant investments in artificial intelligence,
machine learning, functional genomics and cell therapy to
accelerate our identification of novel targets and medicines.
To realise the potential of these cutting-edge technologies,

in 2019 we made numerous internal appointments to lead
and build our in-house capabilities, and also announced
external partnerships with ambitious goals.

Strategic report

Governance and remuneration
Financial statements

Investor information

Our five-year collaboration with the University of California

to establish the Laboratory for Genomics Research (LGR)

is designed to create a state-of-the-art lab to apply CRISPR
gene editing technologies to drug discovery. The new laboratory
will explore how gene mutations cause disease and will aim

to develop new CRISPR-based technologies to understand
gene function. With genetically-validated targets twice as likely
to become successful medicines, applications of CRISPR

to drug discovery will be an important approach to improve

R&D productivity.

The LGR programme builds on our 2018 collaboration with
23andMe, the world'’s leading consumer and research genetics
company, by enhancing our ability to identify the function of
disease-relevant genes and validate high-potential disease
targets. We aim to begin our first clinical programme with
28andMe in 2020 and have eight ongoing joint programmes
across oncology, immunology, neurology and cardiovascular.
LGR also extends the relevance of other genetics and genomics
collaborations, such as the Open Targets collaboration which
has led to the discovery of a new synthetic lethal target for
treating cancers with genomic instability (WRN ReqQ Helicase)
by GSK scientists in collaboration with the Sanger Institute in
the UK. Additional important collaborations include FinnGen,
the UK Biobank, and the Dutch Human Functional Genomics
Project, with which ViiV Healthcare has announced a five-year
collaboration.

Delivering next generation medicines

We are evolving our culture in R&D so that we are better
equipped to discover and deliver the next generation of
transformational medicines. We are incentivising scientists
to have a mindset of single-point accountability and smart risk
taking, where courageous decisions are made and owned

by individuals, rather than being consensus-driven.

Significant steps have been taken across R&D to ensure
we are prioritising our best assets, and ending or exiting
under-performing programmes. Moving away from a therapy
area based approach to research is helping our teams to
focus on the molecules most likely to become medicines.

We are embracing fresh thinking with new talent in 24% of
key R&D roles, around half joining from outside the company,
and we have moved to a more integrated governance model,
involving scientific peer review, commercial input and data-
driven decisions.
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Pharmaceuticals continued

Performance

Pharmaceuticals turnover in 2019 was £17,554 million, up

2% AER, but flat at CER. HIV sales were up 3% AER, 1% CER,
to £4,854 million. Respiratory sales were up 18% AER, 15%
CER, to £3,081 million. Sales of Established Pharmaceuticals
were £8,776 million, down 7% AER, 8% CER. See Group
financial review on page 49 for full details.

Accelerating growth and transitioning towards
specialty care

In 2019, we continued to align our resources behind

the markets, therapy areas and brands with the greatest
opportunity for growth, to improve our performance.
Excellent execution of launches in HIV and respiratory was
a major focus. By concentrating on key markets and assets,
and our ongoing investment in clinical evidence to deliver
compelling and competitive medicine profiles, we achieved
strong performances from our new and recent launches,
including Trelegy Ellipta, Nucala, Juluca and Dovato.

In line with the growing shift in our portfolio to innovative
specialty care products, including oncology, we reinforced our
capabilities in these areas. In anticipation of our three oncology
launches in 2020, and leveraging our acquisition of Tesaro, we
made rapid and material progress in developing our oncology
commercial expertise. We are recruiting outstanding people with
a track record of success in oncology into key markets, including
rebalancing our US salesforce. We also increased our broader
investment in specialty care, for example with Benlysta, where
additional resource and a new team drove strong performance.

As part of our two-year programme to prepare for separation,
and to support our long-term priorities, we will further rationalise
our portfolio through divestments. We plan to review several
assets including our prescription dermatology business.

Engaging with healthcare professionals

To further support this transition towards a more specialty care
focused portfolio, we revised our incentive programme for sales
representatives in certain countries. This will allow us to attract
and retain the best salespeople, enhancing the quality of our
dialogue with healthcare professionals (HCPs) to help them
better serve patients. The changes uphold our ethical and
values-led approach to HCP engagement, in full compliance
with laws and policies, while supporting delivery of strong
performance. They were applied initially in the US, UK and
Canada, with comprehensive training, controls and monitoring
to ensure appropriate implementation.

We also evolved the way we engage with HCPs in certain
countries to improve understanding of new data and clinical
experience with our innovative products, and to deliver better
outcomes for patients. This included the introduction of
scientific workshops to enable interactive debate with and
among HCPs, and an increased use of digital channels to
support scientific engagement through virtual advisory boards
and educational activities such as webinars. These initiatives
have been well-received with positive feedback from HCPs.
Early indications suggest the changes are enhancing
understanding of the science behind key medicines,
including Nucala and our 2DR HIV treatments.
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Creating a specialty-ready, more competitive supply chain
Reliable supply is core to growth in key therapy areas. We are
creating a more modern, agile supply chain, underpinned by
new technology, that can launch specialty medicines at speed,
while accelerating delivery across our portfolio.

In 2019, we opened a next-generation biopharmaceutical
manufacturing facility at our Upper Merion, Pennsylvania site.
This technologically-advanced $120 million manufacturing hub
has the flexibility and speed necessary for making complex
specialty medicines. A new analytical lab is also part of the
facility, which brings together the R&D and manufacturing teams
at Upper Merion. This will help us develop a more highly-skilled
workforce, improved technological and scientific capabilities and
the right infrastructure to research potential new genetic targets
and manufacture them into new medicines. We also completed
a $139 million expansion of our Rockville, Maryland site, which
will increase manufacturing capacity for Benlysta by 50%.

In Singapore, we opened a new state-of-the-art pharmaceutical
manufacturing facility at our Jurong site. The $96 million
development included the creation of two continuous
manufacturing facilities, and the expansion and modernisation
of an existing production unit. The transformation is expected

to significantly improve efficiency, expand capacity for
manufacturing our assets, including daprodustat and
dolutegravir, and reduce medicine production times.

In 2019, we completed exits of the Guarulhos, Brazil, Cork,
Ireland and Suzhou, China sites from our network, and initiated
the exit of the Verona, ltaly site, which we expect to complete
in 2020.

Improving supply performance

Our on-time in-full supply performance levels to customers
again improved, putting GSK in the top quartile as
benchmarked with our peers on this measure. Productivity
levels have now risen by more than 20% over the past three
years. All new products were introduced on time, including
successful delivery of first-market launches for Dovato and
the new Nucala self-administration options.

We continued to perform well against safety, quality and
compliance measures. There were 101 Pharmaceutical
regulatory inspections in 2019, all satisfactory.

Digital transformation

We are progressing towards our goal of becoming a digital
and data-driven organisation. In 2019, we continued to
improve the way we harness technology, developing new
ways of working to drive performance and increase our ability
to deliver medicines to patients. We are leveraging data to
unlock smarter, faster interactions with our customers and
understand the impact our commercial activities have on
prescribing. This includes piloting artificial intelligence-driven
recommendations to help optimise our HCP engagement.
We are also applying advanced analytics to drive efficiencies
across the business, from supply chain management and
manufacturing to our commercial operations, identifying
opportunities to free up resources.
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We are the world’s largest vaccines company by revenue, delivering vaccines
that protect people at all stages of life. Our R&D focuses on developing
vaccines against infectious diseases that combine high medical need

and strong market potential.

Innovation

Performance

Trust

— Progressed four new candidate
vaccines into human trials,
including one using a novel
vaccine technology (SAM)

— Received FDA fast track
designation for all three
RSV candidate vaccines

— Increased pipeline focus on
therapeutic and antimicrobial
resistance vaccines

— Agreed three partnerships
to accelerate the development
of new assets or technology

@ Read more below

Innovation

— Total 2019 turnover £7.2 billion,
up 21% AER, up 19% CER
primarily driven by growth
in Shingrix

— Optimised our supply chain
to increase Shingrix production
capabilities

— Received authorisation of Shingrix
in China for the prevention
of shingles in adults aged 50
and over

@ Read more on page 26

— Released positive final phase Il
results of our TB candidate vaccine
and announced its licensing to
the Gates MRI for its continued
development for low income
countries with high TB burden
in January 2020

— Launched our RTS,S malaria
vaccine, in selected regions
of Malawi, Ghana and Kenya
as part of a WHO-coordinated
pilot programme

— Made our adjuvant technology
available to partners including
CEPI in early 2020 to support
rapid development of candidate
vaccines against coronavirus
(SARS-CoV-2)

@ Read more on pages 30 to 42

Our R&D approach is powered by the multiplier effect of
Science x Technology x Culture. This focus is expected to
enable us to develop and deliver groundbreaking vaccines,
remain at the forefront of vaccines science, and leverage new
disruptive technologies: all within an R&D culture built on smart
risk taking and that attracts, develops and retains the best
people, and partners with leading experts.

We have 15 innovative assets in clinical development, with

key data readouts on several candidate vaccines expected

in 2020. We classify our vaccine pipeline in three categories
(life-cycle management, new commercial assets and global
health assets) to ensure we allocate the appropriate resources
to priority vaccine development programmes that deliver the

The category ‘life-cycle management’ is focused on the
development of new presentations and indications, and
on the geographic expansion of our marketed vaccines.
We classify as ‘new commercial assets’, those vaccine
candidates with the potential to make the greatest contribution
to our commercial success in the future, and 'new global health

assets), as those vaccine candidates with the highest potential

on page 31).

best value to society and support the Group's strategy.

to impact on global health threats. In the development of

our global health assets we are using our science, including
proprietary technology platforms, and focusing our investment
for maximum impact while ensuring the development is
sustainable and backed by strong partnerships (see Trust

GSK Annual Report 2019 23



Vaccines continued

In 2019, we accelerated the development of our candidate
vaccines against respiratory syncytial virus (RSV), and
advanced our therapeutic candidate vaccine against chronic
obstructive pulmonary disease (COPD). We progressed four
new strategic candidate vaccines into human trials; one for
RSV in older adults, the second against Clostridium difficile
which could help to address antimicrobial resistance, the third,
testing our SAM technology in a rabies model, and the fourth,
our therapeutic candidate vaccine against chronic hepatitis B.
To focus our work, we also terminated our hepatitis C

virus and universal flu programmes as they had not met our
expectations. Our work on an HIV candidate vaccine for
developing countries was discontinued after clinical results
showed lack of efficacy. We also transferred our candidate
vaccines against Ebola and Marburg viruses to the Sabin
Vaccine Institute (see page 31).

Our expertise in both vaccines and advanced technology

has allowed us to focus our technologies on therapeutic and
antimicrobial resistance candidate vaccines. This also puts

us in a strong competitive position in the new era of therapeutic
vaccines. Our pipeline will increasingly expand from prophylactic
assets to include therapeutic assets which can provide benefits
throughout the course of life. We are investing in several
therapeutic assets (including moving our candidate vaccine
against chronic hepatitis B into phase I/1l clinical development)
that have the additional benefit of accelerated delivery, as they
typically involve shorter regulatory lead times and allow for
accelerated clinical testing.

Our vaccines scientists are the foundation of our innovation
success and we continue to evolve our culture to focus on
creating an environment where people take accountability,
smart risks and focus on accelerating development timelines.
In 2019, we simplified our governance process and
implemented single point decision making. In early 2020
we announced the proposal to create a development
organisation for all GSK R&D as part of our two-year
programme to create a New GSK with a common R&D
approach. We have made progress in accelerating priority
pipeline assets, including accelerating the delivery of our
RSV portfolio. This has been achieved by challenging our
approach to regulatory engagement and using techniques
such as adaptive clinical trial design and quality by design
to reduce manufacturing scale-up time.

Developing and delivering ground-breaking vaccines:
RSV and COPD

An important factor determining the development of vaccine
candidates in our pipeline is the burden of the disease — both
COPD and infections with RSV have a high prevalence and
medical need and are therefore key assets in our pipeline.

RSV

We have a portfolio of three different candidate vaccines
against RSV, the most common cause of lower respiratory tract
infection. Currently no vaccine protects ag