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STRATEGIC REPORT
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

The directors present their Strategic report on the company for the financial year ended 3 January 2021.

Principal activities

The principal activities of the company are the manufacture and supply of orthopaedic products in the UK and the
performance of R&D services on behalf of fellow group companies.

Business review
Overall the directors are satisfied with the performance of the company during the financial year and its financial
position at the financial year end.
The key financial and other performance measures year on year were as follows:
Financial Financial

year ended year ended
3 January 29 December

2021 2019 Change
£000 £000 %
Revenue 32,059 31,072 3
Operating (loss)/profit (7,963) 16,010 150
Total equity 85,328 84,380 1
Average monthly number of employees 459 417 10

The results and dividend section within the directors' report and the income statement on page 9 show the full
fesults for the financial year.

Operating profit has decreased by 150% mainly due to pension salary linkage of £17,329,000 of past service cost.
Total equity has increased by 1% year on year.

The statement of financial position on page 10 of the financial statements shows the company's financial position at
the end of the year.

The average monthly number of employees has increased by 10% year on year.

Future outlook

The market in which the company operates remained challenging throughout 2021 and up to date of approving the
financial statements. It is expected to remain competitive for the remainder of the year and into the future. The

development of néw and existing products and processes continués té be important to the suceess of the company
in all areas of the business.
The directors remain confident that the company will continue to perform well in the future.

The directors consideration of Brexit and COVID-19 is outlined with the Directors’ report.

Pringcipal risks and uncertainties

The management of the business and the execution of the company’s strategy are subject to a number of risks.

The key business risks and uncertainties affecting the company are considered to relate to general industry
conditions and competition; economic conditions, such as currency exchange rate fluctuations; technological
advances; challenges inherent in new product development; and trends toward health care cost containment. The
risks and uncertainties are managed at regular board meetings, and where applicable, actions are taken to mitigate

the risks.

Page 2



DEPUY INTERNATIONAL LIMITED ' ; '

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Section 172 Report

Section 172 ("section 172") of the Companies Act 2006 ("Act") states that a director of a company must act in a way
he or she considers, in good faith, would be most likely to promote the success of the company for the benefit of its
members as a whole, and in doing so have regard (amongst other matters) to the:

likely consequences of the decision in the long term;

interests of the company's employees;

need to foster the company's business relationships with suppliers, customers and others;
impact of the company's operations on the community and the environment;

desirability of the company maintaining a reputation for high standards of business conduct; and
need to act fairly between members of the company.

~oaoop

The Company is part of the Johnson & Johnson sub-group of companies in the UK and is ultimately owned by
Johnson & Johnson. It is a member of the wider Johnson & Johnson international group of companies ("Group”).
The Company has a culture of high standards of business conduct, which the directors ensure is maintained
throughout the Company's operations and ultimately underpinned by Our Credo. It is the Group's values and
principles as set out in Our Credo, together with the duties and responsibilities which the directors are subject to by
virtue of the Act and other applicable law and regulation, which guide the directors’ decision-making.

Decision making and corporate governance process

The Company's management is structured to align to the Company’s objectives and strategy and those of the wider
Group. Authority for day-to-day management of the Company is delegated to individual operational and functional
managers who have clear processes to follow when considering decisions, including principal decisions which
impact the Company's key stakeholders. Common with other international groups, certain of these operational and
functional managers have a wider Group remit. Responsibility for decision making on certain matters is delegated
to the key aperational and functional management within the Graup except where they cannot be delegated under
the Act.

All employees, including the Company’s operational and functional managers, are required to comply with the
ethical values and principles set out in Our Credo which is further supported by the Company’s Code of Business
Conduct. Each employee is expected to keep up to date with these ethical values and principles and they are
supported in doing so through business led training. Certain employees, determined according to the risk profile of
their role, undertake annual advanced compliance training covering Anti-Bribery, Anti-Trust and all employees are
required to undertake annual training covering conflicts of interest Anti-Fraud and Anti-Theft. The training provided
enables the directors to be committed to operating the business to the highest ethical, moral and legal standards
when making decisions and putting the Group's core ethical values of integrity, honesty and respect for the law into
practice in their daily duties. The directors monitor compliance with training requirements.

Director meetings are held as required where. the. directors consider the Company’s activities. and make. and.
approve decisions, as appropriate. Business strategies and decisions are subject to a rigorous review process
involving various levels of employees from numerous departments. As part of the Company's governance
framework, information submitted to the directors and operational and functional managers to support decision-
making must be prepared to a high standard of accuracy and integrity and provide sufficient information to enable
directors to discharge their duties effectively. The governance process provides a framework to ensure everyone
involved in and contributing to the decision-making process understands the duties which the directors are subject
to and the factors which they are required to have regard to. .

Potential legal and ethical risks which may compromise the performance of the Company are monitored and
discussed in senior management and risk and compliance meetings. Stakeholders from within the wider Johnson &
Johnson Group are consulted with on key business decisions where appropriate and their input on Company
strategy and objectives sought.

The directors acknowledge that the views of, and effects on, the Company’s key stakeholders in regard to key
business decisions are of critical importance to the continued success of the Company.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Stakeholder engagement

As a member of a global healthcare group, the Company interacts with numerous stakeholder groups at the global,
national and local levels. Our Credo, written more than 75 years ago, identifies and embraces the diversity of
stakeholders to whom the Group is responsible, and serves as our guide to creating long-term value for our
Company and for society. Ongoing and proactive engagement with these groups provides valuable insight into our
stakeholders’ perspectives which in turn enables us to consider their interests in Company decision-making
processes. It enables the Company to develop products and services that are responsive to their needs.

Employees

The directors recognise that the Company owes its success to its employees and those of the wider Johnson &
Johnson Group. The directors are aware of their responsibility to the Company’s employees and further recognise
that key to providing an inclusive work environment, where individuals have a sense of fulfiilment and purpose in
their roles, is regular consultation on matters affecting the Company and them individually.

The Company continually communicates with its employees through a variety of formats and media leveraging
Group functions and initiatives. Through these forums, the Company provides employees with information on
matters that are of concern to them as well as obtaining their views on Company matters likely to affect them or in
which they may be interested. The engagement forums used by the Company include formal and informal
meetings, offline and online communication including newsletters, ‘Open Mike' meetings, Leadership blogs, digital
daily digests, quarterly business updates, TED talks and events, conferences, Our Credo. survey, webcasts and
seminars and through employee representative forums. In light of the COVID-19 pandemic much of the Company’s
engagement initiatives in this financial year have been through online and electronic means. The Company also
operates a 24/7 toll free employee hotline, run by external providers, to offer employees an alternative method of
voicing their. views outside of normal business channels. An anonymous Escalation Procedure is also in place by
which employees can bring issues of concern to the attention of senior management.

During the financial year, the Company has engaged with employees through a variety of virtual events including
personal development, consumer health product launches, trends in self care, talent acquisition and career
opportunities, health and well-being, COVID-19 pandemic crisis management response, awareness and support,
ethical business practices, Environmental, Social and Governance (ESG) priorities, business performance,
sustainable innovation, workplace health and safety, compensation and benefits, diversity and inclusion, human
rights, community engagement initiatives, access to and affordability of medicines and data protection and privacy,
In the last financial year the Company consulted widely with. employees on. the Company's return to workplace
policies following easing of the COVID-19 restrictions. The feedback received from employees was factored into the
directors’ decisions on return to work, working from home and health & safety policies and protocols.

Through its employee resources groups, the Company has provided a range of initiatives focusing on diversity,
equity. and inclusion including running workshops for all peoplé leaders on understanding and dealing with
microaggressions in the workplace. The Company has in the last financial year has also organised a number of
awareness campaigns on the menopause, mental health, gender allyship, race allyship, LGBTQ+ allyship and anti-
racism.

During the financial year, the Company consuited widely with its employees on employee career development. The
feedback received from employees was then used to create and roll out across the Company a series of Career
Exposition live events and podcasts to enable and upskill employees and their line managers to have meaningful
career development conversations.

Employees have the ability to participate in a share option plan operated by the Company’s ultimate parent
company Johnson & Johnson. The purpose of the plan is to motivate employees to contribute towards the creation
of long-term shareholder value whilst providing them with an opportunity to share in the wider Group's success.

Suppliers

The directors recognise that the success of the Company depends on its ability to collaborate with suppliers that not
only provide the highest quality products and services, but are philosophically and strategically aligned with the
Company’s commitment to patient well-being and the Company’s social and environmental responsibilities.
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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Suppliers (continued)

Each supplier engaged by the Company is required to- uphold the Group’s Our Credo values and comply with the
Group’s Code of Business Conduct and Responsibility Standards for Suppliers. The Group has in place an audit
and assurance programme against which suppliers’ adherence to these standards and applicable legal and
regulatory requirements is regularly monitored and assessed. As a company we maintain robust continuity plans
across our global supply chain network to prepare for unforeseen events and to meet the needs of patients,
customers and consumers who depend on our products and services.

The Company seeks to foster its business relationship with its suppliers through a number of engagement initiatives
including direct engagement by product category leaders, collaborative partnerships, face-to-to face meetings,
supplier conferences, surveys and scorecards and through participating in initiatives such as the Group's
Sustainable Procurement and Supplier Diversity Programmes.

During the financial year, the Company has engaged with- suppliers on a. variety of Company initiatives-and matters:
including its environmental and sustainability, product innovation initiatives, information security and data privacy
and COVID-19 crisis management and supply continuity in response to COVID-19. The Company implemented a
Supplier Sustainability Programme, which was led by the Company's procurement team. The programme is
designed to implement the Company’'s Responsibility Standards and aims to foster a culture of conformance,
transparency, disclosure and excellence in Environment, Social and Ethical business practices. Supplier feedback
is incorporated into the programme and the results of the feedback incorporated into programme and policy
improvements.

The directors monitor payment performance to the Company’s suppliers and to ensure the Company complies with
the wider Group’s fair payment policies.

Environment and communities

The directors believe that human health is inextricably linked to environmental health and recognise the need to
protect the environment and natural resources. Much of the Company’s environmental and sustainability initiatives
are managed and delivered centrally through wider Group initiatives including the Group’s 2018 New Plastics
Economy Global Commitment, Healthy Lives Mission, We Sustain Sustainability Accelerator Grants challenge : and
WeSustain~ Environmental ~ sustainability * employee’ programme. The Group has ‘made "a  series of public
commitments in respect of advancing climate resilience, water and waste management and improving product
sustainability.

In 2016, the Group announced its commltment to support the United Nations Sustainable Development Goals and
in 2020 the Group launched its 4™ generation science based climate commitments, setting out renewed goals to
source 100% of the Group's electricity needs from renewable resource by 2025, achieve carbon neutrality in Group
operations by reducing absolute Scope 1 and 2 emissions 60% from 2016 levels and by reducing absolute
upstream value chain (Scope 3) emissions 20% from 2016 levels in each case by 2030.

In June 2020, the Group renewed its position on sustainable products and packaging committing to:

— assess lifecycle environmental impacts across product categories and platforms to identify opportunities for
improvement;

— integrate sustainability considerations at the design phase of new products to identify potential
environmental improvements;

— selecting and sourcing more sustainable ingredients;

— apply green chemistry and engineering principles in design and manufacturing;

— developing more sustainabie packaging including designing for recyclability; and

— managing product end-of-life impacts.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Environment and communities (continued)

The directors and operational and functional management are responsible for ensuring the Company participates in
achieving these Group wide targets. Consideration of these targets, together with wider environmental impact
considerations are incorporated into the Company's decision making processes.

The Company also partners with other Johnson & Johnson Group UK companies in the delivery of the Group’s
Corporate Social Responsibility Vision to transform lives in the local communities in which the Company operates
by supporting those at the heart of delivering care and reducing health inequities. Our Credo recognises the
Group’s responsibility to the communities in which we live and work and the world community as well. To achieve
this Vision, the UK Group companies (including the Company) have partnered with a number of organisations both
nationally and across local sites to co-create innovative solutions to address health and societal challenges in the
UK and to find new ways of collaborating to make a long-term, sustainable impact. The initiatives which the
Company chooses to support through its Corporate Social Responsibility Vision can have a significant impact on
the local community. In determining which initiatives to support the directors and operational and functional
management will consider which initiatives are most aligned to the Group’s Vision and which are likely to have the
most impact.

Shareholder

The Company is a wholly owned subsidiary of another Johnson & Johnson Group entity. A key principle applied by
the directors and key management personnel is to always consider whether the decision they are about to take
leads to a positive long-term increase in the value of the Company for the benefit of its immediate Group
shareholder, and ultimately Johnson & Johnson.

Streamlined Energy and Carbon Reporting (SECR) disclosure -

We believe industry has an important role to play in responding to climate change by implementing voluntary
reductions of the greenhouse gases within their control.

We have made strong progress in transitioning to renewable electricity, achieving over 50% globally in 2021 as we
strive toward 100% over the next five years. Additionally, we expect to make further investments in energy efficiency
across our operations and are evaluating alternative fuel sources and fleet vehicle choices.

The environmental performance has been reported in accordance with the Greenhouse Gas Protocol Corporate
Accounting and Reporting Standard, Scope 2.

The Scope 2 emissions have been calculated according to the dual reporting principals of the Greenhouse Gas
Protocol Scope 2 Guidance (market and location based method)..In our total carbon footprint calculations, the
location Scope 2 emissions are used. '

The Scope 3 emissions covers fuel for transport purchased for business use.

The Scope 3 emissions for the company are negligible.

The greenhouse gas emission calculation has been conducted based on actual vehicle fleet fuel consumption,
facilities' energy consumption and waste generation in our operations.

The company has claimed an exemption on reporting prior year data due to the company year end for 2020 being
3 January 2021, which is outside of the required reporting period.
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STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 3 JANUARY 2021

Streamlined Energy and Carbon Reporting (SECR) disclosure (continued)

We have several renewable energy initiatives underway at Johnson & Johnson facilities across the globe:

Renewable Electricity Use Across Regions
Global

Europe

North America

Greenhouse gas emissions in tCO2e
Scope 1 emission TCO2e

Scope 2 emissions TCO2e

Total

Energy consumption

Energy consumption in MWh

Intensity ratio for 2020 is 0.1087 TCO2e per £:000 revenue

This report was approved by the board and signed on its behalf.

G Kurring
Director

pate: 20 /APR lh2

Financial year ended
3 January 2021

54 %

82%

72%

Financial year ended
3 January 2021

671
2,487
3,158

Financial year ended
3 January 2021

10,188
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DIRECTORS' REPORT
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

The directors present their report and the audited financial statements for the financial year ended 3 January 2021.

The company's reporting period ends on the Sunday closest to 31 December, being 3 January 2021 for the current
year (53 weeks) and 29 December 2019 for the prior year (52 weeks).

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual. report and. the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accountmg Practice (Umted Klngdom Accountlng Standards, comprising FRS 101 "Reduced Disclosure
Framework", and applicable law).

Under company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period. in
preparing the financial statements, the directors are required to:

«  select suitable accounting policies and then apply them consistently;

» state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subjéct to any miatérial departures disclosed and explained in the financial statements:

»  make judgements and accounting estimates that are reasonable and prudent; and

= prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors' confirmations

In the case of each director in office at the date the Directors' Report is approved:

+ so far as the director is aware, there is no relevant audit information of which the company's auditors are
unaware; and

+ they have taken all the steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the company’s auditors are aware of that information.

Future outlook

The directors' expectations for the future of the business are set out in the Strategic report included within the
annual report and financial statements.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Financial risk management

The policies set by the Group are implemented by the company’s finance department. The department has a policy
and procedures manual that sets out specific guidelines to manage price risk, credit risk, liquidity risk, interest rate
cash flow risk and foreign exchange risk and circumstances where it would be appropriate to use financial
instruments to manage these.

Price risk

The company is exposed to commodity price risk as a result of its operations. However, given the size of the
company’s operations, the costs of managing exposure to commodity price risk exceed any potential benefits. The
directors will revisit the appropriateness of this policy should the company's operations change in size or nature.
The company has no exposure to equity securities price risk as it holds no listed or other equity investments.

Credit risk

The company has implemented policies that require appropriate credit checks on. potential customers. before. sales
are made. Where debt finance is utilised, this is subject to pre-approval by the board of directors and such approval
is limited to high-credit-quality financial institutions. The amount of exposure to any individual counterparty is
subject to a limit, which is reassessed annually.

Liquidity risk

The company actively maintains a mixture of long-term and short-term debt finance that is designed to ensure the
company has sufficient available funds for operations and planned expansions.

Interest rate cash flow risk

The company has both interest bearing assets and interest bearing liabilities. Interest bearing assets include only
cash balances, which earn interest at a fixed rate. The company. has a policy of maintaining debt at a fixed rate to
ensure certainty of future interest cash flows. The directors will revisit the appropriateness of this policy should the
company’s operations change in size or nature.

Foreign exchange risk

The company makes sales and purchases in foreign currencies. The company manages its foreign exchange risk
by hedging its significant exposures through a group hedging scheme.

Business Impact in Relation to Brexit

The United Kingdom (UK) withdrew from the European Union (EU) on 31 January 2020. The transition period lasted
until 31 December 2020. During this period, the UK remained both within the EU customs union and single market.
During the transition period, negotiations were completed and a trade agreement between the two parties was
reached. There is no tangible impact on the company's activities as a result of this agreement.

Resuits and dividends

The loss for the financial year amounted to £5,682,000 (20719:profit £12,931,000).

No dividend was paid in 2020 (2019: £53,894,000, £1.16 per share).The aggregate dividends on the ordinary
shares recognized during the year amounts to £Nil (2079 - £Nil).
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DEPUY INTERNATIONAL LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Directors

The directors who served during the financial year and up to the date of signing the financial statements, unless
otherwise stated, are given below:

A J Scholes

D Corbin (resigned 26 January 2022)
G Kurring

D O'Mahony

N J Sheppard

J Bridgens (appointed 22 June, 2021)
N Keddy (appointed 22 June, 2021)

Employee-involvement

The company is committed to the continued development of employee involvement by an effective communications
and consultative framework. Consultative committees covering broad business areas, pensions, health and safety,
quality and employee services are well established and meet regularly in order to take on the views of the
employees in decision making. Team bneﬁngs which complement other forms of management communication,
ensure that all levels in the organisation are kept up-to-date on the performance of the company, thereby increasing
employee engagement. In addition, surveys such as the annual Credo Survey are. conducted to provide
opportunities for employees to feed back to senior management on the health of the business and general working
environment.

Thé cuirent emphasis is on facilitating cross-functional relationships to increase awareness and to build effective
teamwork.

The company is committed to. the principle of employee share participation ahd accordingly during the year have
continued the Johnson & Johnson Employee Share Incentive Plan. This scheme provides employees with the
opportunity to acquire shares in the US parent company of the Johnson & Johnson group on an advantageous
basis and it is operated with tax benefits under HM Revenue & Customs approved share scheme arrangements.

The company's policies and practices are regularly reviewed and feedback is received from all staff levels.
Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the respective
aptitudes and abilities of the applicant concerned. In the event of members of staff becoming disabled every effort is
made to ensure that their employment with the company continues and the appropriate training is arranged. It is the
policy of the company that the training, career development and promotion of a disabled person should, as far as
possible, be identical to that of a person. who does not suffer from.a disability.

Events since the year end
There have been no other significant events affecting the company since the financial year end.
Going concern

Management have considered the impact of the COVID-19 pandemic on the company's ability to continue as a
going concern and are satisfied with that basis having reviewed forecasts and future cash flows.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 3 JANUARY 2021

Modern slavery statement

The company, as a member of the Johnson & Johnson family of companies, is committed to ensuring that it
conducts its business worldwide with respect for human rights and in compliance with all applicable laws and fair
labour practices. The company has prepared a statement in accordance with the requirements of The Modern
Slavery Act 2015, a copy of which is available on request or on certain of the company’s website.

Independent Auditors
PricewaterhouseCoopers LLP, have indicated their willingness to be reappointed for another term and appropriate

arrangements have been put in place in accordance with s487 of the Companies Act 2006 for them to be deemed
reappointed as auditors in the absence of an Annual General Meeting.

This report was approved by the board and signed on its behalf.

G Kurﬁn%

Director

Date: Zo//\“pﬁ /ZZ
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Independent auditors’ report to the
members of DePuy International Limited

Report on the audit of the financial statements

Opinion
In our opinion, DePuy Intemational Limited's financial statements:

¢ give a true and fair view of the state of the company’s affairs asat3 January 2021 and of its loss for the 53 week period
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

o have been prepared in accordance with the requirements of the Companies Act 2006. N ‘

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”),
which comprise: the statement of financial position as at 3 January 2021; the income statement, the statement of
comprehensive income and the statement of changes in equity for the period then ended; and the notes to the financial
statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion,

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethicai
responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a period of
at least twelve month's frorh when the fihancial statements are authorised for issue.

In audiﬁng the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in
the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the company's
ability to continue as a going concem.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors' report thereon. The directors are responsible for the other information. Our opinion on the financial statements does
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not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report based
on these responsibilities.

With respect to the Strategic report and Directors' Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions
and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors' Report for the period ended 3 January 2021 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic report and Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the statéement of difectois' responsibilities. in Tespest of the financial statefhents, the diféctors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also responsible for such internal control as they determine is necessary

to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concem, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent
to which our procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws
and regulations related to UK tax legislation, health and safety legislation and employment law, and we considered the extent
to which non-compliance might have a material effect on the financial statements. We also considered those laws and
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DEPUY INTERNATIONAL LIMITED

regulations that have a direct impact on the financial statements such as the Companies Act 2006. We evaluated
management's incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of
override of controls), and determined that the principal risks were related to posting journal entries to manipulate financial
performance, management bias through judgements and assumptions in significant accounting estimates and significant
one-off or unusual transactions. Audit procedures performed by the engagement team included:

+ discussions with management and those charged with governance, including consideration of known or suspected
instances of non-compliance with laws and regulations and fraud;

« evaluation of management's controls designed to prevent and detect fraudulent financial reporting;

« testing accounting estimates that we deemed to present a risk of material misstatement, including assessing the data,
methods and assumptions applied by management in the development of each estimate;

+ identifying and testing journal entries using a risk-based targeting approach for unexpected account combinations; and

e reviewing financial statement disclosures and testing to supporting documentation, where appropriate, to assess
compliance with applicable laws and regulations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

Other réquired reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

¢ we have not obtained all the information and explanations we require for our audit; or

o adequate accounting records have not been kept by the company, or. returns adequate for. our. audit have not been
received from branches not visited by us; or

 certain disclosures of directors’ remuneration specified by law are not made; or

» the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

s Mk

Andrew Mclintosh (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

20 April 2022
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DEPUY INTERNATIONAL LIMITED

| S
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INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

Financial Financial

year ended year ended
3 January 29 December

2021 2019

! Note £000 £000
Revenue 4 32,059 31,072
Cost of sales (37,862) (27,897)
Gross (loss)/profit (5,803) 3,175
Administrative expenses (53,192) (43,005)
Other operating income 5 51,032 55,840
Operating (loss)/profit 6 (7,963) 16,010
Income from investments - 8
Impairment of investments in subsidiaries 15 —_— (47)
Interest receivable and similar income 10 54 113
Other finance income 11 856 202
(Loss)/profit before income tax (7,053) 16,286
Income tax expense 13 1,370 (3,356)

(Loss)/profit for the financial year (5,683) 12,931

The notes on pages 21 to 52 form part of these financial statements.

All amounts relate to continuing operations.
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DEPUY INTERNATIONAL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

Financial Financial
year ended year ended
3 January 29 December
2021 2019
Note £000 £000
(Loss)/profit for the financial year (5,683) 12,931
Other comprehensive income/(expense):
Items that will not be reclassified to profit or loss:
Actuarial gain/(loss) on defined benefit schemes 23 8,823 (1,647)
Actuarial gain on defined benefit schemes - Plan 16 24 (144) 149
Movement of deferred tax relating to pension asset 21 (2,431) 227
;:::I other comprehensive income/(expense) for the financial 6,248 (1,271)
Total comprehensive income for the financial year 565 11,660

The notes on pages 21 to 52 form part of these financial statements.
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DEPUY lNTEﬁNATIONAL LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 3 JANUARY 2021
3 January 3 January 29 December 29 December
2021 2021 2019 2019
Note(s) £000 £000 £000 £000
Non-current assets
Property, plant and equipment 14 39,045 40,482
Investments 15 48 709
Pension assets 23,24 20,324 30,498
59,417 71,689
Current assets
Inventories 16 2,627 3,945
Trade and other receivables 17 123,535 113,361
Cash and cash equivalents 78 119
126,240 117,425
Trade and other payables: amounts
falling due within one year 18 (91,841) (95,386)
Net current assets 34,399 22,039
Trade and other payables: amounts
falling due after more than one year 19 (3,725) (3,487)
Total assets less current liabilities 90,091 90,241
Provisions for liabilities
Deferred tax 21 (4,198) (5,229)
Other provisions 22 (565) (632)
(4,763) (5,861)
Net assets 85,328 84,380
Capital and reserves
Called up share capital 26 46,654 46,654
Capital Contribution 1 1
Retained earnings 38,673 37,725
Total equity 85,328 84,380
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STATEMENT OF FINANCIAL POSITIONS (CONTINUED)
AS AT 3 JANUARY 2021 ’

The financial statements on pages 15 - 52 were approved and authorised for issue by the board and were signed
on its behalf by:

G Kurring ‘
Director

Date: ZO/A"PQ/ZZ )

The notes on pages 21 to-52 form part of these financial statements.
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DEPUY INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

At 30 December 2018

Total comprehensive income for the year
Profit for the year

Actuarial losses on defined benefit pension
scheme (note 23)

Actuarial gains on defined benefit pension Plan 16
(note 24)

Deferred tax on actuarial pension (losses)/gains
(note 21)

Other comprehensive expense for the financial
year

Total comprehensive income for the financial
year

Dividends paid

Charge from parent for equity-settled share-based
payments

Credit relating to equity-settied share-based
payments

Excess current tax credit on share-based
payments

Deferred tax on share-based payments in excess
of fair value at grant (note 21)

Total transactions with owners

At 29 December 2019

Total comprehensive income for the financial
year

Loss for the financial year

Actuarial gains on defined benefit pension scheme
note 24

Actuarial losses on defined benefit pension Plan
16 scheme (note 23)

Deferred tax on actuarial pension gains/(losses)
(note 20)

Other comprehensive income for the financial
year

Total comprehensive income for the financial
year

Charge from parent for equity-settled share-based
payments

Credit relating to equity-settled share-based
payments

Excess current tax credit on share-based
payments

Deferred tax on share-based payments in excess
of fair value at grant (note 21)

Capital

Retained

Called up

share capital Contribution Earnings Total Equity
£000 £000 £000 £000
46,654 1 82,217 128,872
— — 12,930 12,930

—_ — (1,647) (1,647)

— —_ 149 149

-— —_ 227 227

- — (1,271) (1,271)

= = 11,659 11,659

—_ — (53,894) (53,894)

- — (4,008) (4,008)

-— —_ 1,781 1,781

— — 329 329

—_ — (359) (359)

- —_ (56,151) (56,151)
46,654 1 37,725 84,380
— —_ (5,683) (5,683)

—_ —_ 8,823 8,823

- —_ (144) (144)

—_ — (2,431) (2,431)

— —_ 6,248 6,248

— — 565 565

- — (3,862) (3,862)

— — 4,059 4,059

- —_ 225 225

- - (39) (39)
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DEPUY INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

Capital

Total

Called up Retained
share capital Contribution Earnings Equity
£000 £000 £000 £000
Total transactions with owners —_ —_ 383 383
At 3 January 2021 46,654 1 38,673 85,328

The notes on pages 21 to 50 form part of these financial statements.
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

General Information

DePuy International Limited ("the Company") is a private company limited by shares and is incorporated and
domiciled in the United Kingdom. The address of its registered office is St Anthony's Road, Beeston, West
Yorkshire, LS11 8DT. The company manufactures and supplies orthopaedic products in the UK and performs
R&D services on behalf of fellow group companies:

Johnson & Johnson Medical Limited, a company incorporated in the United Kingdom, is the company's
immediate parent company.

Johnson & Johnson, incorporated in the United States of America, is the company's ultimate parent
undertaking.

Johnson & Johnson prepares group financial statements and is both the smallest and fargest group for which
group financial statements are drawn up and of which DePuy International Limited is a member. Copies of the
consolidated financial statements may be obtained from the Secretary, Johnson & Johnson, One Johnson &
Johnson Plaza, New Brunswick, New Jersey 08933, United States of America.

As the company is a wholly owned subsidiary of Johnson & Johnson Medical Limited and of its uitimate
parent, Johnson & Johnson, it is exempt by virtue of section 401 of the Companies Act 2006 from the
requirement to prepare consolidated financial statements.

As the company is a wholly owned subsidiary of Johnson & Johnson, the group financial statements of which
are publicly available, advantage is also taken of the eéxemption from disclosing transactions with group
companies and from presenting a cash flow statement.

These financial statements are the company's separate financial statements for the financial year beginning
30 December 2019 and ending 3 January 2021.

The company's reporting period ends on the Sunday closest to 31 December, being 3 January 2021 for the
current year (53 weeks) and 29 December 2019 for the prior year (52 weeks).

Accounting policies

2.1 Basis of preparation

The financial statements have been prepared on the going concern basis in accordance with Financial
Reporting Standard 101, 'Reduced Disclosure Framework' (FRS 101). The financial statements have
been prepared on the historical cost convention, unless atherwisé stated within the financial statements
and in accordance with the Companies Act 2006. The principal accounting policies applied in the
preparation of these financial statements are set out below. These policies have been consistently
applied to all years presented, unless otherwise stated.

Management have considered the impact of the COVID-19 pandemic on the company's ability to
continue as a going concern and are satisfied with that basis having reviewed forecasts and future
cash flows.

As permitted by the Companies Act 2006, the directors have adapted the prescribed format of the
income statement in a manner appropriate to the nature of the company's business.

The preparation of financial statements in conformity with FRS 101 requires the use of certain
accounting estimates and assumptions that affect the reported amount of assets and liabilities at the
date of the financial statements and thé reported amounts of revenué and éxpenses during thé
reporting period. It also requires management to exercise its judgement in the process of applying the
company’s accounting policies. Although these estimates are based on management’s best knowledge
of the amount, event or actions, actual results ultimately may differ from those estimates. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 3 (critical accounting estimates and
judgements).
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS N
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

2. Accounting policies (continued)

21

2.2

Basis of preparation (continued)

FRS 101 sets out a reduced disclosure framework for a ‘qualifying entity’ as defined in FRS 101 which
addresses the financial reporting requirements and disclosure exemptions in the financial statements of
qualifying entities that otherwise apply the recognition, measurement and disclosure requirements of
EU-adopted IFRS.

The company is a qualifying entity for the purposes of FRS 101. Details of the company's parent and
from where its consolidated financial statements prepared in accordance with a Generally Accepted
Accounting Practice considered to be an equivalent to IFRS may be obtained are set out in note 1 to
the financial statements.

The company has taken advantage of the following disclosure exemptions,where applicable, under
FRS 101:

+ the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment
« the requirements of IFRS 7 Financial Instruments: Disclosures
+ the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

» the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118,
119(8) té (€), 120 to 127 and 129 &f IFRS 15 Revenué from Contraéts with Customers
+ the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present
comparative information in respect of:
~  paragraph 79(a)(iv) of IAS 1;
— paragraph 73(e) of IAS 16 Property, Plant and Equipment;

« the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111
and 134-136 of IAS 1 Presentation of Financial Statements

+ the requirements of |AS 7 Statement of Cash Flows

+ the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

+ the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures

» the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is a
party to the transaction is whoily owned by such a member

The remaining exemptions available under the framework are not applicable to the company at this
time.

New standards, amendments and IFRIC interpretations

In the current year, the company has applied IFRS 16 Leases (as issued by the IASB in January 2016)
that is effective for the year ended 4 January 2021.

significant changes to lessee accounting by removing the distinction between operating and finance
lease and requiring the recognition of a right-of-use (‘ROU’) asset and a lease liability at
commencement for all leases, except for short-term leases and leases of low value assets when such
recognition exemptions are adopted. This has resulted in the recognition 6f ROU asset and liability of
£0 as at 4 January 2021.
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

2,

Accounting policies (continued)

2,2

23

2.4

New standards, amendments and IFRIC interpretations (continued)

IFRS 16 Leases (effective date January 1, 2019) specifies the requirements for recognition,
measurement, presentation and disclosure of leases. The standard provides a single lessee
accounting model. IFRS 16’s approach to lessor accounting is substantially unchanged from current
standards. As a general rule, all leases with a term of over 12 months are recognized in the balance
sheet unless the underlying asset has a low value. At the commencement date of a lease, a lessee will
recognise a liability to make lease payments (i.e., the lease liability) and an asset representing the right
to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be required
to separately recognise the interest expense on the lease liability and the depreciation expense on the
right-of-use asset. Lessees will bé also required to remeasure the léase liability upon the occurrence of
certain events (e.g., a change in the lease term, a change in future lease payments resulting from a
change in an index). The company has elected to use modified retrospective approach in implementing
IFRS 16, and accordingly will not restate comparative figures. Instead, the company will recognize the
cumulative effect of initially applying IFRS 16 as an adjustment to the opening balance of retained
earnings and other related balance sheet items. The company will elect to use the exemptions
applicable to the standard on short-term lease contracts (lease period less than 12 months), and for
lease contracts for which the underlying asset is of low value.

There are no other amendments to accounting standards, or IFRIC interpretations that are effective for
the year ended 4 January 2021 that have had a material impact on the company's financial statements.

Foreign currencies

a. Functional and presentation currency

ltems included in the financial statements of the company are measured using the currency of the
primary economic environment in which the company operates ('the functional currency’). The financial
statements are presented in Pounds Sterling (£), which is also the company’s functional currency.

b. Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gaing and losses frof the settlement of such transactions and from the translation at year end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the income statement.

Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the company and the cost of the item can be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are charged to the income statement during
the financial period in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using thé straight line method to
allocate their cost or revalued amounts to their residual values over their estimated useful lives, as
follows:

Freehold land and buildings — 30years

Leasehold improvements — over the term of the lease
Plant and machinery - 3-12years

Fixtures, fittings and equipment — 3-12years
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

2,

Accounting policies (continued)

2.4 Property, plant and equipment (continued)

2.5

2.6

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. Gains and losses on disposals are
determined by comparing the proceeds with the carfying amount and are recognised within the income
statement.

Financial instruments

The company classifies its financial assets in the following categories: at amortised cost; and at fair
value through profit or loss. The classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of its financial assets at initial recognition.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the company has transferred substantially all the risks and
rewards of ownership.

At initial recognition, the company measures a financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit of 1088 (FVPL), transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
FVPL are expensed in profit or loss. Financial liabilities are measured at amortised cost.

(a) Financial assets at amortised cost

The company classifies its financial assets as at amortised cost if the recognition criteria is met.

Subsequent to initial recognition these are measured at amortised cost using the effective interest
method.

(b) Financial assets at fair value through profit or loss

Financial assets that are held within a different business model other than ‘hold to colleét’ of ‘héld to
collect and sell’ and are categorised as fair value through profit or loss.

The following financial assets -are classified at fair value through- profit or los's (FVPL):

« Debt investments that do not qualify for measurement at either amortised cost

+ Equity investments that are held for trading, and

«  Equity investments for which the entity has not elected to recognise fair value gains and losses
through OCI.

(c) Financial liabilities at amortised cost
Financial liabilities are measured at amortised cost.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method. Trade payables are presented as amounts falling due within one
year unless payment is not due within 12 months after the reporting period.

Impairment of financial assets
Assets carried at amortised cost.

The company assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets
is impaired and impairment losses are incurred only if there is objective evidence of impairment as a
result of one or more events that occurred after the initial recognition of the asset (a ‘loss event') and
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021 -~

2,

Accounting policies (continued)

2.7

28

29

2.10

21

Derivative financial instruments and hedge accounting

The company has chosen not to apply hedge accounting and all derivatives are measured at fair value
through profit and loss. ’

Investment in subsidiaries
Investments in subsidiaries are held at cost less accumulated impairment losses.
Impairment

The company assesses at the end of each financial year, whether there are any indicators that an
investment is impaired. This process involves consideration of internal sources of information, including
dividend distributions, foreign exchange movements, plans or events expected to take place in the near
future. Where an impairment indicator is identified, an assessment is made to impair the carrying value
of investment to the higher of fair value less costs to sell or its value in use. When an impairment loss is
recognised, if applicable, the impairment will be recognised within the current year income statement.

Inventory

Inventory is stated at the lower of cost and net realisable value. Cost is determined on a first in, first out
basis and includes transport and handling costs. In the case of manufactured products, cost includes
all direct expenditure and production ovérheads, based on the normal level of activity. Net realisable
value comprises estimated selling price less further production costs to completion and appropriate
selling and distribution costs. Provision is made, where necessary, for obsolete, slow moving and
defective inventory.

Trade and other receivables

Trade and other receivables are amounts due from customers for merchandise sold or services
performed in the ordinary course of business. If collection is expected in one year or less (or in the
normal operating cycle of the business, if longer) they are classified as current assets. If not, they are
presented as non-current assets.

Trade and other receivables are recognised initially at fair.value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment.

The company applies the IFRS 9 simplified approach to measuring expected credit losses which uses
a lifetime expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped
based on shared credit risk characteristics and the days past due. The contract assets relate to
unbilled work in progress and have substantially the same risk characteristics as the trade receivables
for the same types of contracts. The group has therefore concluded that the expected loss rates for
trade receivables are a reasonable approximation of the loss rates for the contract assets.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held with banks, and other short-term
highly liquid investments with original maturities of three months or less.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

2,

Accounting policies (continued)

2.12 Trade and other payables

213

Trade and other payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers.

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method.

Accruals and deferred income comprise expenses relating to the current year, which will not be
invoiced until after the date of the statement of financial position, and income received in advance
relating to the following year.

Leases
The Company as a lessee

The Company leases various buildings and vehicles. Rental contracts are typicafly made for fixed
periods of 9 years for buildings and 3 years for vehicles.

The Company assesses whether a contract is or contains a lease, at inception of a contract. The
Company recognises a right-of-use asset and a corresponding lease liability with réspect to all lease
agreements in which it is the lessee, except for short-term leases (defined as leases with a lease term
of 12 months or less) and leases of low value assets. For these leases, the Company recognises the
lease payments as an operating expense on a straight-line basis over the term of the lease unless
another systematic basis is more representative of the time pattern in which economic benefits from
the leased asset are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, the lessee’s incremental borrowing rate is used, being the rate that the individual
lessee would have to pay to borrow funds necessary to obtain an asset of similar value to the right-of-
use asset in a similar economic environment with similar terms, security and conditions.

Under IFRS 16, at lease commencement, the lease payments (which determine the lease liability)
consist of all of the following payments relating to the use of the underlying asset during the lease term:

+ Fixed lease payments (including in-substance fixed payments), less any lease incentives
receivable; ’

+ Variable lease payments that depend on an index or a rate(such as the Consumer price Index or
a market interest rate), initially measured using the index or rate at the commencement date;

+ Amounts expected to be payable by the lessee under residual value guarantees;
» The exercise price of a purchase option, if the lessee is reasonably certain to exercise the option;

+ Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option
to terminate the lease.

The lease liability is included in 'Creditors' on the Balance sheet.

The Company is exposed to potential future increases in variable lease payments based on an index or
rate, which are not-included in the lease liability until they take effect. When adjustments to lease
payments based on an index or rate take effect, the lease liability is reassessed and adjusted against
the right-of-use asset.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

2,

Accounting policies (continued)

213

2.14

Leases (continued)
Right-of-use assets are measured at cost comprising the following:

* Any lease payments made at or before the commencement date less any lease incentives
received.

* Any initial direct costs.
* Restoration costs.
+ The amount of the initial measurement of lease liability.

The right-of-use asset is depreciated over the shorter of the lease term or the useful life of the
underlying asset. If the Company is reasonably certain to exercise a purchase option, the right-of-use
asset is depreciated over the underlying asset’s useful life. The right-of-use asset is subject to testing
for impairment if there is an indicator for impairment, as for owned assets.

Right-of-use assets are included in the heading “Tangible Fixed Assets” and the lease liabilities in the
headings “Creditors amounts falling due within one year” and “Creditors amounts falling due after more
than one year”.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead
account for any lease and associated non-lease components as a single arrangement. The Company
has used this practical expedient.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the date of the statement of financial position. Managément periodically evaluates positions
taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid
to the tax authorities.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities
are not recognised if they arise from the initial recognition of goodwill; or arise from initial recognition of
an asset or liability in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates
that have been enacted or substantively enacted by the date of the statement of financial position and
are expected to apply when the related deferred income tax asset is realised or the deferred income
tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities where there is an intention to settle the balances on a net basis.
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2, Accounting policies (continued)

2.15 Pension Obligations

The company participates in the Johnson & Johnson UK Group Retirement Plan. The UK Group
operates a funded defined benefit pension scheme and defined contribution scheme for all UK
employees. New entrants are eligible to join the funded defined benefit scheme and the defined
contribution scheme is closed to new entrants. There is also an unfunded, unapproved defined benefit
pension scheme arrangement for a small number of employees who are affected by the inland
Revenue Earnings Cap.

A defined contribution plan is a pension plan under which the group pays fixed contributions into a
separate entity. The company has no legal or constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees the benefits relating to employee service in
the current and prior periods. A defined benefit plan is a pension plan that is not a defined contribution
plan. Typically, defined benefit plans define an amount of pension benefit that an employee will receive
on retirement, usually dependent on one or more factors such as age, years of service and
compensation.

In respect of Plan 16, which is a defined contribution plan with some underlying defined benefit
guarantees, for the year ending 29 December 2019 there was a change in estimate resulting in defined
benefit accounting being applied. For the year ending 3 January 2021 the Company took the approach
of accounting for as a defined contribution scheme.

The asset or liability recognised in the statement of financial position in respect of defined benefit
pension plans is the present value of the defined benefit obligation at the end of the reporting period
less the fair value of the plan assets. The defined benefit obligation is calculated annually by
independent actuaries using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using interest rates of high
quality corporate bonds that are denominated in the currency in which the benefits will be paid, and
that have terms to maturity approximating to the terms of the related pension obligation.

Remeasurement gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the period in which
they arise.

The amount charged or credited to finance costs is a net interest amount calculated by applying the
liability discount rate to the net defined benefit liability or asset. Past service cost are recognised
immediately in the income statement. ‘

Under the defined contribution plan, the company has no further payment obligations once the
contributions have been paid. Contributions are recognised as employee benefit expenses when they
are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction in the future payments is available.
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2.

Accounting policies (continued)

2.16 Share based payments

The company operates a number of equity-settled, share-based compensation plans, under which the
company receives services from employees as consideration for equity instruments (options) of the
ultimate parent company, Johnson & Johnson. The awards are granted by Johnson & Johnson, and
the company has no obligation to settle the awards. The fair value of the employee services received in
exchange for the grant of the options is recognised as an expense. A credit is recognised directly in

equity. The total amount to be expensed is determined by reference to the fair value of the options
granted:

- including any market performance conditions (for example, an entity's share price)

— excluding the impact of any service and non-market vesting conditions (for example, profitability,
sales growth targets and remaining an employee of the entity over a specified time period); and

— including the impact of any non-vesting conditions (for example, the requirement for employees to
save). Non-market performance and service conditions are included in assumptions about the
number of options that are expected to vest.

The total expense is recognised over the vesting period, which is the period over which all the
specified vesting conditions are to be satisfied. At the end of each reporting period, the company
revises its estimates of the number of options that are expected to vest based on the non-market
vesting conditions. It recognises the impact of the revision to original estimates, if any, in the income
statement, with a corresponding adjustment to equity. When the options are exercised, the company is
recharged the options’ original fair value as of the grant date from Johnson & Johnson. These
intercompany charges are accounted for as a deduction from equity. .

Employer’s national insurance on share options

Under unapproved share option schemes, the company is required to pay National Insurance on the
difference between the exercise price and market value at the exercise date of the shares issued. The
company becomes unconditionally liable to pay the National Insurance upon exercise of the options.

The company therefore calculates the provision by applying the latest enacted National Insurance rate
to the difference between the market value of the underlying options at the date of the statement of the
financial position and the option exercise prices. The initial provision calculated upon grant of the
option follows the underlying option and the charge to the income statement is therefore spread over
the vesting period. At each date of the statement of financial position until the date of exercise the
provision is adjusted by using the market value of the options at that date. The amount of the National
Insurance actually payable will depend on the number of employees who remain with the company
and exercise their options, the market price of the ultimate parent company’s shares at the time of
exercise and the prevailing National Insurance rates at the time.

Employee benefits — Certificates of Extra Compensation (CEC's)

CEC's were granted up until 31 December 2009 by the company if it wished to reward an employee for
faithful service in the past and to encourage employees in their future work by permitting them to share
in the growth and success of the company’s enterprises by issuing to them Units of Agreements of
Additional Remuneration (“AAR Units”) and to that end receive as extra compensation sums based
upon and measured by (a) the amount of cash dividends from time to time declared upon an equal
number of shares of common stock of the ultimate parent company and (b) by the formula value of
AAR Units as established in the AAR agreement, at the time of termination of employment or death
while in such employment.
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2,

Accounting policies (continued)

2.16 Share based payments (continued)

217

2.18

219

2.20

2.21

Employee benefits — Certificates of Long-Term Performance (CLP's) (continued)

Since 1 January 2010 CLP's may be granted by the company if it wishes to reward an employee for
faithful service in the past and to encourage employees in their future work by permitting them to share
in the growth and success of the company's enterprises by issuing to them Units of Agreements of
Additional Remuneration (“AAR Units") and to that end receive as extra compensation sums based
upon and measured by (a) the amount of cash dividends from time to time declared upon an equal
number of shares of common stock of the ultimate parent company and (b) by the formula value of

AAR Units as established in the AAR agreement. This award represents a deferred compensation
instrument with the vested value being paid out at the tenth anniversary of the date of the grant or upon
termination or retirement, whichever occurs earlier.

Provisions

Provisions for restructuring costs and legal claims are recognised when: the company has a present
legal or constructive obligation as a result of past events; it is probable that an outflow of resources will
be required to settle the obligation; and the amount has been reliably estimated. Provisions are not
recognhised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised
as interest expense.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amounts receivable for goods supplied exclusive of discounts, returns and value added tax.

The company recognises revenue when the amount can be reliably measured; when it is probable that
future economic benefits will flow to the entity; and when the criteria included in the sales agreements
have been met.

Other operating income

Other operating income represents income receivable from fellow group companies for services
provided. It is recognised when the related expenses are incurred by the company.

Dividend income

Dividend income is recognised when the right to receive payment is established.

Called up share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

3.1.

3.2.

Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results, The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

(a) Inventory provisioning

The company regularly reviews the inventory balances and the associated provisioning required. When
calculating the inventory provision, management considers the nature and condition of the inventory, as
well as applying assumptions around saleability of finished goods and future usage of raw materials.

A

(b) Defined benefit pension scheme

The company has an obligation to pay pension benefits to certain employees. The cost of these
benefits and the present value of the obligation depend on a number of factors, including; life
expectancy, salary increases, asset valuations and the discount rate on corporate bonds. Management
estimates these factors based on actuarial valuation reports in determining the net pension obligation
in the statement of financial position. The assumptions reflect historical experience and current trends.

Critical judgements in applying the entity's accounting policies

The company's management considers that there are no significant judgements impacting the financial
statements.
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4, Revenue

An analysis of turnover by class of business as follows:

Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
Manufacturing service income 28,138 26,234
Royalty income 3,921 4,838
32,059 31,072

Analysis of turhover by country of destination:
Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
Europe, Middle East & Africa 32,059 31,072
32,059 31,072

5. Other operating income

Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
Other operating income : 50,371 55,840
Gain on disposal of investment (Note 15) 661 —
51,032 55,840

Other operating income represents income receivable from fellow group companies for services provided and

expenses incurred by the company on behalf of DePuy Ireland Unlimited Company.
6. Operating (loss)/profit

The operating (loss)/profit is stated after charging/(crediting):

Financial
year ended

29 December
2019

£000

22,816
3,014
78

443
224

Financial

year ended

3 January

2021

£000

Research & development charged as an expense 20,665
Depreciation of property, plant and equipment (note 14) 3,556
Loss on disposal of property, plant and equipment 149
Operating lease expenses* —_
Foreign exchange difference (59)
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7.

Auditors' remuneration

Remuneration for the statutory audit services carried out for the company by the company's auditors is as

follows:

Audit of entity's financial statements (including expenses)

8. Employees

Staff costs, including directors’ remuneration, were as follows:

Wages and salaries
Social security costs
Other pension costs
Share based payments

Financial Financial

year ended year ended

3 January 29 December

2021 2019

£000 £000

53 53

53 53
Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
22,641 19,096
2,931 2,981
26,768 6,782
1,041 1,254
53,381 30,113

The average monthly number of employees, including the directors, during the financial year was as follows:

Management and Administration

Production

Financial Financial
year ended year ended
3 January 29 December
2021 2019

No. No.

265 288

194 129

459 417

Page 33



DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

10.

Directors' remuneration

Financial Financial

year ended year ended

3 January 29 December

2021 2019

£000 £000

Aggregate remuneration for qualifying services 587 776
Compensation for loss of office _— 374
587 1,150

Retirement benefits are accruing to four directors (2019: six directors) under the company's defined benefit

pension scheme and to no directors (2079: no directors) under the money purchase scheme.

Three directors (2019: three directors) exercised share options in the ultimate parent company during the

year.
Compensation for loss of office was accruing to no directors (2019: one director).

Financial Financial year
year ended ended
3 January 29 December
2021 2019
£000 £000
Highest paid director
Total amounts of emoluments and amounts (excluding shares)
receivable under long-term incentive schemes 175 177
Defined benefit pension scheme:
-Accrued pension at the end of the year 58 56
233 233

The highest paid director did not exercise share options in the year (2019: options not exercised).

Interest receivable and similar income

Financial Financial

year ended year ended

3 January 29 December

2021 2019

£000 £000

Interest receivable on UK group banking arrangements 54 113
54 113
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1.

12,

13.

Other finance income

Net interest income on pension scheme (note 23)

Net interest income on pension Plan 16 scheme (note 24)
Gain/(loss) on derivative financial instruments

Gain/(loss) on derivative financial instruments

Dividends

Dividend paid

Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
695 968
21 24
169 (790)
(29) —
856 202
Einancial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
— 53,894
— 53,894

During the financial year the company has not paid dividend to Johnson & Johnson Medical Limited (20719:

£53,894,000)

Income tax expense

Tax included in the income statement
Current tax on profits for the year
Adjustments in respect of previous periods

Total cu'rrent tax

Deferred tax

Origination and reversal of timing differences
Adjustments in respect of prior periods
Impact of change in tax rate

Total deferred tax expense

Total tax on (loss)/profit on ordinary activities

Financial year Financial year
ended ended
3 January 29 December
2021 2019

£000 £000
2,184 2,601
(53) (212)

2,131 2,389
(3,370) 857
(16) 200
(115) (90)
(3,501) 967
(1,370) 3,356

Page 35



DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

13. Income tax expense (continued)

Factors affecting tax charge for the year

The tax assessed for the period is lower than (2019 - higher than) the standard rate of corporation tax in the
UK of 19% (2019 - 19%). The differences are explained below:

Financial year Financial year

ended ended
3 January 29 December
2021 2019
£000 £000
(Loss)/Profit before tax e (7,052) 16,286
(Loss)/Profit before tax multiplied by standard rate of corporation tax (1,340) 3,094
in the UK of 19% (2019 - 19%)
Effects of:
Expenses not deductible for tax purposes 334 366
Adjustments to tax charge in respect of prior periods (69) (12)
Tax rate changes (115) (90)
Share options 7 _
Proceed tax as capital gain (126) —
Income not taxable (61) (2
Total tax included in the income statement (1,370) 3,356

Factors that may affect future tax charges

In the Spring Budget 2020, the Government announced that from 1 Aprit 2023 the corporation tax rate will
increase to 25%. As the proposal to increase the rate to 25% had not been substantively enacted at the
balance sheet date, its effects are not included in these financial statements. However, it is likely that the
overall effect of the change, had it been substantively enacted by the balance sheet date, would be
immaterial to the financial statements.

Tax (income)/expense included in other comprehensive income/(expense):

Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
Current tax

Current tax on items in other comprehensive income —_ —_

Deferred tax
Origination and reversal of temporary difference 2,431 (227)
Total tax expense/(income) included in other comprehensive 2,431 (227)

income/(expense)
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13. Income tax expense (continued)

Tax (income)/ expense included in equity

Financial Financial
year ended year ended
3 January 29 December
2021 2019
£000 £000
Current tax
Current tax on items in equity (225) (329)
Deferred tax
Origination and reversal of temporary difference 39 359
Total deferred tax included in equity 39 359
Total tax (income)/expense included in equity (186) 30
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14. Property, plant and equipment

Cost

At:30 December 2019
Additions

Disposals

Transfer between
classes

At:3 January 2021

Accumulated
Depreciation
At 30 December 2019

Charge for the year on
owned assets

Disposals
At:3 January 2021

Net book value
At 3 January 2021

At.29 December 2019

Right of use
Right of use assets - Fixtures,
assets - Machinery & Freehold land Leasehold Plant and fittings.and Construction in

Buildings .equipment  and buildings Improvements machinery equipment progress Total
£000 £000 £000 £000 £000 £000 £000 £000

- - 19,779 11,091 44,076 6,594 12,870 94,410

1,056 136 —_— - 77 — 1,040 2,309
- —_ —_ —_ (207) {40) —_ (247)

- — — 100 5,038 913 (6,050) —

1,056 136 19,779 11,191 48,984 7,467 7,860 96,472

—_ —_ 4,425 8,818 36,492 4,193 - 53,928

303 71 849 192 1,817 324 — 3,556
—_ —_ — — (58) — —_ (58)

303 7 5,274 9,010 38,251 4,517 —_ 57,426

‘753 65 '14,505 2,180 10,733 2,950 7,860 39,046

— — 15,354 2,273 7,584 12,870 40,482

2,401
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15. Investments
Investments
in subsidiary
undertakin_g_s
£000
Cost
At 30 December 2019 5,711
Disposal (1,605)
At 3 January 2021 4,106
Impairment
At 30 December 2019 5,002
Disposal (944)
At 3 January 2021 4,058
Net book value
At 3 January 2021 48
At 29 December 2019 709

During the financial year, the investment in Cemvac Systems AB was liquidated. The gain on disposal
recorded within the income statement is £661,000.

Subsidiary undertakings

The following was subsidiary undertakings of the company:

Name Country of Principal Activity Class of Holding
incorporation and shares (%)
registered office’

DePuy Hellas S.A. Greece; Agias Kiriakis Manufacture and sale of surgical Ordinary 2.93 100%
20, 14561 Kifisia, and hospital products (inactive) Euro shares
Athens, Greece



DEPUY INTERNATIONAL LIMITED ' o .

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 JANUARY 2021

16.

17.

Inventories
3 January 29 December
2021 2019
£000 £000
Raw materials and consumables 896 1,362
Work in progress 1,205 1,867
Finished goods and goods for resale 526 716
2,627 3,945

The replacement cost of inventory does not differ materially from the value stated in the statement of financial
position.
The amount of write-downs of inventories recognised as an expense in the year is £275,000 (2079: £45,000).

Trade and other receivables

3 January 29 December

2021 2019

£000 £000

Trade debtors 152 153
Amounts owed by group undertakings 115,433 107,034
Corporation tax 4,467 2,233
Prepayments and-accrued income 3,483 3,941
123,535 113,361

~

Amounts owed by group undertakings includes an amount of £31,582, 000 (2019: £20, 662 000) invested. with
the In-House Treasury Cash Pool.

The company, together with other UK based affiliate companies, participates in one or more In-House
Treasury Cash Pool arrangements administrated by J.C. General Services CVBA, a company incorporated
under Belgian law with registered office at Turnhoutseweg 30, 2340 Beerse, Belgium. The centralised
financial management provided in relation to the In-House Treasury Cash Pool is intended to, among other
thlngs enable the Cash Pool parﬂcnpants by actlng collectlvely, to have access to the broadest range of
credit options at arm's length conditions, while optimising the use and investment of the liquidities available
within the In-House Treasury Cash Pool.

All investments with J.C. General Services CVBA are made on behalf of the UK group companies by Johnson
& Johnson Management Limited. Transactions between Johnson & Johnson Management Limited and UK
group affiliates to fund these investments are treated as separate arrangements. Amounts owed by group
undertakings are unsecured, interest bearing and repayable on demand.
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18.

19.

20.

Trade and other payables: amounts falling due within one year

3 January 29 December

2021 2019

£000 £000

Trade payables 1,686 1,912
Amounts owed to group undertakings 81,751 83,545
Lease liabilities (Note 25) 423 —_—
Accruals and deferred income 7,596 9,375
Derivative financial instruments (note 20) 385 554
91,841 95,386

Amounts owed to group undertakings are unsecured, interest free and have no fixed date of repayment.

Trade and other payables: amounts falling due after more than one year

3 January 29 December

2021
£000
Government grants received 3,305
Lease liabilities (Note 25) 420

2019
£000

3,487

. 3487

3725 A

e —————

Government grants were received as part of a Regional Growth Fund initiative to create economic growth and

lasting employment:

' Derivative and financial instruments

3 January 29 December

2021 2019

£000 £000

385 554

Forward foreign exchange contract liability (385) (559
(385) (554)

The cempany enters inte forward fereign curreney contracts to mitigate the. exchange rate risk for. certain.
foreign currency receivables and payables. The forward currency contracts are measured at fair value, which
is determined using valuation techniques that utilise observable inputs. The key assumptions used in valuing

derivatives are the exchange rates for USD: GBP and USD: EUR.
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21,

Deferred tax

Accelerated/ Retirement Provisions Share-based Total
decelerated benefits for liabilities payments '
capital
allowances
£000 £000 £000 £000 £000
At 30 December 2018 (574) (5,059) 135 1,368 (4,130)
Charge to the income
statement (465) (353) (28) {121) {967)
Credit to other
comprehensive income s . 227 = =y 227
Charge to equity — — — (359) (359)
At 29 December 2019 (1,039) (5,185) 107 888 (5,229)
Prior year charge
(Charge)/credit to the
income statement (302) 3,755 —_ 48 3,501
Credit to other
comprehensive income —_ (2,431) — — (2,431)
Charge to equity —_ —_ — (39) (39)
At 3 January 2021 (1,341) (3,861) 107 897 (4,198)

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so. The
following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

3 January 29 December

2021 2019
£000 £000
Deferred tax assets 1,004 995
Deferred tax liabilities (5,202) (6,224)

Net deferred tax reported in the statement of financial position 14,1981_ (6,229)

At 3 January 2021, the company has no unused tax losses (29 December 2019: no unused tax losses)
available for offset against future profits.
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22,

23.

Other provisions

The company had the following provisions during the year:

Employer's
national
insurance

on share-based
payments

£000

At 30 December 2019 632

Charged to profit or loss 162
Utilised in financial year (229)

At 3 January 2021 565

Post-employment benefits

The company participates, in three pension arrangements in conjunction with. other companies in.the Johnson
& Johnson Group. These are a funded, defined benefit plan called the "Johnson & Johnson UK Group
Retirement Plan”, a defined contribution Plan with some underlying guarantees for employees called the
"Johnson & Johnson UK Group Retirement Plan 16", and an unfunded, unapproved defined benefit
arrangement.

The company also participates in a life assurance arrangement called the "Johnson & Johnson UK Approved
Life Assurance Plan".

Johnson & Johnson UK Group Retirement Plan
The risks of the plans are as follows:
(a) Asset volatility

The plan liabilities are calculated using a discount rate set with reference to corporate bond yields. Howeyer,
the plan holds a significant proportion of equities, which are expected to outperform corporate bonds in the
long-term but do provide increased volatility and risk in the short-term.

{b) Changes in bond yields

A decrease in corporate bond yields will increase plan liabilities, although this will be partially offset by an
increase in the value of the plans' bond holdings.

(c) Life expectancy

- The majority of the plan's obligations are to provide benefits for the life of the member, so increases in life

expectancy will result in an increase in the plan's liabilities.
(d) Inflation risk

A significant proportion of the pension obligation is linked to inflation, and higher inflation will lead to higher
liabilities.
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23.

Post-employment benefits (continued)

A comprehensive actuarial valuation of the UK Group Retirement Plan was carried out at 30 March 2020. The
valuation results at this date have been updated to 3 January 2021 by a qualified independent actuary. The
valuation in the financial statements has been made based on the following assumptions:

3 January 29 December

2021 2019
Expected rate of salary increases 4.05 % 3.90 %
Expected rate of increase of pensions in payment 270 %
(with RPI capped at 5% per annum) 2.80 %
Discount rate 1.50 % 2.10 %
RPI inflation assumption 2.80 % 2.90 %
EPi inflation assumption 2.20 % 210%

Assumptions regarding future mortality are set, based on actuarial advice, in accordance with published
statistics and experience in the UK. These assumptions translate into an average life expectancy for a
pensioner retiring at age 65:

3 January 29 December

2021 2019
Longevity at age 65 for current pensioners
Men 221 22.3
Women 23.6 24.2
Longevity at age 65 for future pensioners
Men 23.4 23.7
Women 254 25.9

The Johnson & Johnson UK Group Retirement Plan does not have any self-investments.

There is a small unfunded unapproved pension arrangement for a small number of employees who. were
either affected by the old “Inland Revenue Earnings Cap” — which was abolished from 6 April 2006, or whose
benefits are in excess of the Lifetime Allowance. These members’ benefits are paid directly by the company.
In addition, following the benefit changes that were implemented with effect from 1 April 2012 (and further
benefit changes that were implemented with effect from 1 April 2014), more benefits are accrued outside of
the registered pension arrangement These benefits are also provided through this unfunded arrangement

determlnlng the total plan assets and I|ab|||t|es The f nanmal assumptlons underlymg the calculatlon of the
unfunded, unapproved liability are identical to those underlying the calculation of the funded liability.
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23,

Post-employment benefits (continued)

Fair value of Defined benefit

plan assets obligation Total
£000 £000 £000
At 30 December 2019 334,168 (304,617) 29,551
Benefits paid (7,131) 7,131 —
Employer and other contributions 7,827 (21) 7,806
Current service cost — (9,439) (9,439)
Past service cost — (17,329) (17,329)
Admiinistrative expeénses paid from plan (757) — (757)
Interest income/(expense) ’ 7,017 (6,322) 695
Remeasurement (losses)/gains
Effect of changes in demographic assumptions — 1,453 1,453
Effect of changes in financial assumptions — (44,103) (44,103)
Effect of experience adjustments —_ 18,800 18,800
Return on plan assets 32,673 —_ 32,673
At.3 January 2021 373,797 (354,447) 19,350

The expected centributions to the UK Group Retirement Plan in the year ended 3 January 2021 are

£736,800.

The sensitivity of the defined benefit obligation to changes in the weighted principal assumption is:

impact on defined benefit obligation

Change in Increase in Decrease in

assumption assumption assumption

Discount rate 0.5% Decrease by 10.6% Increase by 12.5%
Pension growth rate 0.5% Increase by 6.3% Decrease by 5.7%
Life expectancy 1 year Increase by 3.4% Decrease by 3.4%

The above sensitivity analyses are based on a change in an assumption, while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions, the
same method (present value of the defined benefit obligation calculated with the projected unit credit method
at the end of the reporting period) has been applied as when calculating the liability recognised within the

statement of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to

the previous year.
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23,

Post-employment benefits (continued)

The total defined benefit cost recognised as an expense in the income statement is as follows:
3 January 29 December

Current service cost
Past service cost
Administrative expenses
Net interest income

2021 2019
£000 £000
9,439 6,782
17,329 —
757 519
(695) (968)
26,830 6,333

The defined benefit cost for the fiscal year ending 3 January 2021 includes a past service cost due to a plan
amendment of £158,123,000 (of which £17,329,000 relates to Depuy International Limited) in relation to the
CARE Plan. This has arisen due to the reinstatement of the final salary link on pre 2012 benefits due to

change in legal interpretation of the CARE Plan Rules.
The fair value of the UK Group Retirement Plan assets was:

Equity instruments

Debt instruments

Cash and cash equivalents
Other

The return on the UK Group Retirement plan assets was:

Interest income
Remeasurements

3January 29 December
2021 2019
£000 £000
185,150 249,535
185,150 79,046
2,865 4,906

632 681
373,797 334,168

3 January 29 December
2021 2019

£000 £000
7,017 8,122
32,673 45,859
39,690 53,981
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24,

Post-employment benefits plan 16

The total contributions paid by the company to Plan 16 and recognised as a defined contribution expense in
the year were £ 224,000 (2019: £226,000). The best estimate of the company contributions expected in the
year from 3 January 2021 to 31 December 2021 to be paid to Johnson & Johnson UK Group Retirement Plan

16 is £42,000.

The valuation in the financial statements for the UK Group Retirement Plan 16 has been made based on the

fellowing assumptions:

3 January 29 December

2021
Expected rate of salary increases 4.05 %
Expected rate of increase of pensions in payment 2.70 %
(with RPI capped at 5% per annum)
Discount rate 1.50 %
RPI inflation assumption 2.80 %
CPl inflation assumption 2.20 %

2019

3.90 %
280 %

2.10 %
2.90 %
210 %

Assumptions regarding future mortality are set, based on actuarial advice, in accordance with published
statistics and experience in the UK. These assumptions translate into an average life expectancy for a

pensioner retiring at age 65:

3 January 29 December

2021
Longevity at age 65 for current pensioners
Men 22,2
Women 241
Longevity at age 65 for future pensioners
Men 23.6
Women 25.8

2019

22.2

24.1

23.6
25.8

This unfunded arrangement has been included within the Johnson & Johnson UK Group Retirement Plan in
determining the total plan assets and liabilities. The financial assumptions underlying the calculation of the

unfunded, unapproved liability are identical to those underlying the calculation of the funded liability.
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24. Post-employment benefits plan 16 (continued)

Defined
Fair value of benefit
plan assets obligation Total
£000 £000 £000
At 30 December 2019 13,866 (12,919) 947
Benefits paid (57) 57 —
Past service cost —_ (1) (1)
Employer and other contributions 224 — 224
Administrative expenses paid from plan (77) — (77)
Other significant events — — -
Interest income/(expense) 292 (271) 21
Remeasurement (losses)/gains
Effect of changes in demographic assumptions — 99 99
Effect of changes in financial assumptions — (1,637) (1,637)
Effect of experience adjustments — (677) (677)
Return on plan assets 2,071 — 2,071
At 3 January 2021 16,319 (15,349) 970

—_—— fraem—mra——— )
e e

The defined benefit cost for the fiscal year ending 3 January 2021 includes a past service cost due to a plan
amendment of £964,000 (of which £1,000 relates to Depuy International Limited) in relation to the GMP
equalisation of the Plan 16. This has arisen due to the reinstatement of the final salary link on pre 2012
benefits due to change in GMP equalisation legal interpretation of the CARE Plan Rules.

The total defined benefit cost recognised as an expense in the income statement is as follows:

3 January 29 December

2021 2019
£000 £000
Administrative expenses 77 49
Net interest income (21) - (24)
56 25

——————————
e ———
e
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24, Post-employment benefits plan 16 (continued)

The fair value of the UK Group Retirement Plan 16 assets was:
3 January 29 December

2021 2019

£000 £000

Equity instruments 11,423 9,707
Debt instruments 4,896 4,159
16,319 13,866

e

The return on the UK Group Retirement plan 16 assets was:

3 January 29 December

2021 2019
£000 £000
Interest income 292 319
Remeasurements 2,071 2,346
2,363 2,665

25. Leases

The company has lease contracts for various buildings and machinery and equipment used in the operations.
The right of use asset as at 3 January 2021 is £818,000, please refer to note 14.

The following shows the following amounts due relating to associated lease liabilities arising from these rights
of use assets: .

3 January 29 December

2021 2019
£000 £000

Lease liabilities
Current 423 —
Non-current 420 —
843 —

In the previous year, the company only recognised lease assets and lease liabllities in relation (o leases that
were classified as ‘finance leases’ under IAS 17 Leases. The assets were presented in property, plant and

equipment and the liabilities as part of the company’s borrowings.
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25, Leases (continued)

The statement of financial position shows the following amounts relating to lease assets:

Right of use assets
Buildings
Machinery & Equipment

The income statement shows the following amounts relating to leases:

Depreciation charge of right of use assets
Buildings
Machinery & Equipment

Interest expense (included in finance costs) ’

26. Called up share capital

Allotted, called up and fully paid
46,653,706 (2019 - 46,653,706) Ordinary shares of £1 each

3 January 29 December
2021 2019
£000 £000

753 —
65 —
— B8

3 January 29 December
2021 2019
£000 £000

303 —_
71 —
374 —

3 January 29 Déecembeér
2021 2019
£000 £000

29 —_
29 —

3 January 29 December

2021
£000

46,654

2019
£000

46,654
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27.

28,

Share based payments

Johnson & Johnson, the company's ultimate parent undertaking, operates a share option plan, a restricted
stock unit plan (RSU), and a performance stock unit (PSU) plan, whereby options, RSUs and PSUs are
granted to employees to acquire shares in Johnson & Johnson. The purpose of the plan is to motivate
employees to contribute towards the creation of long-term shareholder value. The plan is an equity settled
share based payment plan. Share options expire 10 years from the date of grant. Share options, RSUs and
PSUs vest after three years. All options are granted at current market price on the date of grant. The
company settles employee stock option exercises with treasury shares of the parent company.

The company recognises a share-based payment expense based on the fair value of the awards granted,
and an equivalent credit directly in equity as a capital contribution.

On exercise of the shares by the employees, the company is charged the intrinsic value of the shares by
Johnson & Johnson. This amount is treated as a reduction of the capital contribution and is recognised
directly in equity.

The weighted average share price at the date of exercise for options exercised in the financial year was
$113.48 (2019: $97.91).

Share options outstanding at the end of the financial year have the following expiry dates and exercise prices:

Weighted average

Year of expiry Number of options exercise price (US$)
2021 — 62
2022 — 65
2023 12,000 73
2024 9,000 90
2025 11,000 100
2026 18,000 102
2027 26,000 116
2028 25,000 130
2029 31,000 132
2030 - 151

All options are granted at the current market price on a specific grant date during each calendar year. There
is therefore no weighted average exercise price as the shares granted each year are all granted at the same
price, given in the table above.

Other commitments and contingencies

3 January 29 December

2021 2019

£000 £000

Future capital expenditure contracted but not provided for 356 794
Hedged currency contract commitments 15 320
Bank guarantees 200 200
571 1,314

The company enters into forward foreign currency contracts to eliminate currency exposures arising on sales
and purchases made in foreign currencies. The company does not hold derivative financial instruments for
speculative purposes. The fair value of forward foreign currency contracts held is disclosed in Note 20.
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29,

30.

Events since the year end

There have been no other significant events affecting the company since the financial year end.

Changes in accounting policies

IFRS 16 is a new accounting standard that is effective for the year ended 3 January 2021, There are no other
amendments to accounting standards that are effective for the year ended 3 January 2021.

The date of initial application of IFRS 16 for the Company is 30 December 2019.

The Company has applied IFRS 16 using the modified retrospective approach which:

+ Requires the Company to recognize the cumulative adjustment to retained earnings as of the date
of initial adoption. The outstanding rentals of leases are discounted using the incremental borrowing
rate at the date of transition.

+ Does not permit restatement of comparatives, which continue to be presented under IAS 17

Lease incentives (e.g. rent free period) are recognised as part of the measurement of the right-of-use assets
and lease liabilities whereas under 1AS 17 they resulted in the recognition of a lease incentive, amortized as a
reduction of rental expenses on a straight line basis.

Lease expense is presented within ‘administrative expenses’ in statement of comprehensive income.

The Company has used the following practical expedients when applying the cumulative catch-up approach
to leases previously classified as operating leases applying IAS 17.

» The Company has applied a single discount rate to a porffolio of leases with reasonably similar
characteristics.

+ The Compary has elected not to. Fecognise right-of-use assets and lease liabilities to leases for
which the lease term ends within 12 months of the date of initial application.

» The Company has elected not to apply IFRS 16 to leases of fow-value items

.+ For existing contracts, the Company has not reassessed whether a contract is or contains a lease.

+ The Company has elected to combine non-lease ‘components with their associated lease
components when accounting for lease liabilities and ROU assets for all of its underlying classes of
assets.

Measurement of right-of-use assets

On transition the associated right-of-use assets for leases were measured at the amount equal to the lease
liability, adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in
theé balance sheet-as at 3 January 2021 (Séé Note 14).

Year ending 29 December 2019 there was no disclosed operating lease commitments.

The company initially applied IFRS 16 at 30 December 2019, using the modified retrospective approach.
Under this approach, comparative information is not restated and the cumulative effect of initially applying
IFRS 16 is recognised in retained eamings at the date of initial application.
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