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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

The directors present their Strategic report on the company for the financial year ended 1 January 2023.

Principal activities

The principal activities of the company are the manufacture and supply of orthopaedic products.

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:
Restated*
Financial Financial

year ended year ended
1 January 2 January

2023 2022 Change

£000 £000 %

Revenue 31,586 32,596 3)
Operating profit 8,501 12,481 (32)
Total equity 142,973 121,336 * 18

_ Average monthly number of employees 490 467 5

*Restatements to the prior year have been made to the financial statements. Please refer to note 29.

The results and dividend section within the directors’ report and the income statement on page 14 show the full
“results for the financial year.

Revenue and Operating profit have decreased by 3% and 32% respectively, mainly due to a decrease in other

operating income resulting from reduced recharges to other group companies.

Total equity has increased by 18% year on year.

The statement of financial position on page 16 of the financial statements shows the company's financial posilion at

the end of the year.

The average monthly number of employees has increased by 5% year on year.

Future outlook

The market in which the company operates remained challenging throughout 2023 and up to the 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 new and existing products and processes continues to be important to the success of the company

in all areas of the business.
The directors remain confident that the company will continue to perform well in the future.

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

Princlpal 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 1 JANUARY 2023

Section 172 Report

This statement sets out how the directors of the company have complied with section 172 ("section 172") of the
Companies Act 2006 (“Act"} in the course of the financial year subject to this report.

Decision making processes

The company is part of the Johnson & Johnson sub-group of companies in the UK and is ultimately owned by
Johnson & Johnson, a corporation registered in New Jersey, USA and listed on the New York Stock Exchange. 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 which is ultimately underpinned by Our Credo. Created more than 75
years ago, Our Credo declares the Group's responsibility to its key stakeholders. It is the Group's values and
principles as set out in Our Credo, tagether 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. 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 which sets
out basic requirements for business conduct and-serves as a foundation for the Company policies, procedures and
guidelines, all of which provide additional guidance on expected employee behaviours in every market where
Johnson & Johnson operates, including the UK.

The directors ensure that the company operates in a way consistent with the wider Johnson & Johnson Group
strategy and governance processes. 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 operational and functional management within the Group except
where they cannot be delegated under the Act. .

Directors 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. This information includes data in relation to customers, supplier
relationships, market developments and trends and company financial information.

Potential legal and ethical risks which may compromise the performance of the company are monitored and
discussed with senior management alongside risk and compliance. 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 rece:ved training on their statutory duties, including under section 172 of the Act, during the financial
year,

Key board considerations during the financial year
During the financial year, the directors considered the following aspects:

« Financial risks associated with general industry conditions and economic condmons including opportunities
improving efficiencies and Business Continuity Planning.

+ 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 the transition period,

negotiations were completed and a trade agreement between the two parties was reached. No lasting or
significant impact on the company's activities as a result of this agreement was experienced, however
monitoring and ongoing supply chain risk mitigation activities continued throughout 2021 and 2022. Further
to this, regular reviews and preparation for future regulatory standards, e.g., UK CA continue to take place.

* Medical Device Regulation- risks associated with the timing for completing regulatory submissions
continued to be a focus; specifically resourcing and implications for new regulations.

- Assessment and resolution of historical adjustments on intercompany accounts.
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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

Stakeholder engagement

The directors work to promote the success of the company as they implement the company strategy and day to day
operational activities, by giving due consideration to the impact that any of their decisions may have on both the
company and its key stakeholders. The directors acknowledge that the views of, and effects on, the company's key
stakeholders regarding key business decisions are of critical importance to the continued success of the company.

As a member of a global healthcare group, the company interacts with numerous stakeholder groups at the ‘global,
national, and iocal levels.

Patients, Clinicians and Consumers

Enshrined in Our Credo is a recognition that the Group's first responsibility is to patients, doctors and nurses,
customers, consumers, and all others who use Johnson & Johnson's products and services. The well-being of
patients is the reason for the company's existence.

-The company works closely with patients, clinicians, and consumers. The company seeks to foster its business
relationship with 'such groups through a variety of forums and initiatives from clinical trials, customer focus groups,
Patient Engagement Research Councils (PERCs), joint product design initiatives, patient advocacy conferences,
direct contact through sales, via dedicated customer relationship managers, attendance at industry trade groups
and mestings and through the company's websites and social media platforms.

The company regularly seeks patient, clinician, and consumer input on matters such as product effectiveness,
quality, safety, reliability, performance, composition, price and pricing transparency, access, ease of use or
application and disposal. Other matters on which input has been sought from patient organisations include
development of Al, data science and digital health solutions, product packaging, sales and distribution channels,
patient demand, pricing, and manufacturing processes. A summary of consumer complaints, comments and
interactions is provided to the Board on a quarterly basis and the feedback received used to improve product and
service levels.

The directors recognise that working with these stakeholders is key to the company's success as it helps the
company better understand the needs of patients living with diseases and conditions that the company is committed
to help, prevent, treat, and cure.

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 fulfilment 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 performance reviews, formal
and informal meetings, offline and online communication including newsletters, ‘Town Hall’ meetings, Leadership
blags, digital daily digests, quarterly business updates, TED talks and events, conferences, Our Credo survey,
webcasts, and seminars and through employee representative forums.

In the financial year, the company re-ran its biennial Our Voice Survey, which is part of a wider Group engagement
initiative, the detailed results of which are communicated to all employees and plans then developed to address the
main areas of opportunity identified by employees both at a corporate Group level and within individual teams.

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 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 updated its Escalation Procedure and communicated it broadly to all employees, emphasising
that every employee is empowered to speak up on any matter relating to ethical conduct or compliance.
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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

Employees (continued)

During the financial year, the company has engaged with employees on a variety of key business matters including:
+ the Group's refresh of its Enterprise diversity, equity and inclusion strategy and increased global
representation of women and ethnic, racially diverse employees, specifically the forming of the site DE&I
council. This group works to promote engagement, awareness, and recommendations for improvements in
employee experience: . .

« the Group’s implementation of J&J Flex, J&Js hybrid working model; engaging with employee forums to
understand employee feedback and opportunities for improvement in the working environment.

* the continued development of the Group’'s Environmental, Social and Governance (ESG) strategy to keep
pace with industry ESG best practice and ensure the strategy aligns with the priority views and needs of the
Group's stakeholders.

«  Continuous information and diatogue on health and safety, mental health support and well-being.

» The Groups focus on Talent Development through the implementation of J&J Learn.

Other matters on which the company has engaged with employees include personal development, trends in self-
care talent acquisition and career opportunities, support for family, health and well-being, awareness and support,
ethical business practices, business performance, sustainable innovation, workplace health and safety,
compensation and benefits, human rights, community engagement and volunteering initiatives, and data protection
and privacy.

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

Each supplier engaged by the group 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. The company maintains 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 several engagement initiatives
including direct engagement by product category ‘leaders, collaborative partnerships, face-to-to face meetings,
supplier conferences, surveys and scorecards, supplier audits and post-audit engagement and through participating
in initiatives such as the Group’s Onward Sustainability, Sustainable Procurement and Supplier Diversity

Programmes.

During the financial year, the group has engaged centrally with suppliers on a variety of key business matters
including:

» Decarbonisation strategies.

* Advancing sustainable packaging, circular solutions, and green chemistry principles.
* Responsible sourcing.

+ Development of a long-term human right's strategic framework

Further to this, central engagement has also focused on the following:

« Improving data quality: We are piloting a collection of more detailed sources of emissions data for our
supply base, as well as using our data science capabilities to visualize CDP Supply Chain data that shows
the maturity level of our largest-emitting suppliers, including their goals, emissions footprint and reductions.

+ Building capability: We are helping to educate suppliers on emissions measurement and disclosure, as well
as renewable energy adoption. We have also trained our procurement teams to support high-quality data
submission by suppliers to CDP.

« Driving reductions: We are piloting a Joint Climate Action Planning process with high emitting suppliers
across various industries to help us understand their climate goals and efforts needed to achieve them.
Through Joint Climate Action Planning, we are able to identify the biggest opportunities to collaborate with
suppliers to drive reductions in our Scope 3 emissions.
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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

Suppliers (continued)

Other matters on which the company has engaged with suppliers include product innovation initiatives, information
security, data privacy and supply continuity.

The directors monitor payment performance to the cdmpany‘s suppliers and to ensure the company complies with
the wider Group's fair payment policies.

Local community and the environment

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 Health for Humanity
2025 Goals, We Sustain Sustainability Accelerator Grants challenge, New Plastics Economy Global Commitment,
Healthy Lives Mission, and We Sustain Environmental sustainability employee programme. The Group has made a
series of public commitments in respect of carbon reduction, advancing climate resilience, water and waste
management, and improving product sustainability.

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 programme in the UK. 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 strategy, Health for Humanity 2025 Goals and which are likely to
- .have the most impact. During the year the laboratories at the Site obtained Platinum My Green Laboratory
Sustainability certification.

During the financial year company led initiatives also included activities from the STEM (Science Technology
Engineering & Maths) working groups; leading activities focussed on spreading awareness, providing resources to
schools virtually, developing new in person activities for remote and in person learning, broadening and diversifying
target reach through new partnerships and increasing diversity in the talent pipeline.

Johnson & Johnson Group companies

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 ils immediate Group
shareholder, and ultimately Johnson & Johnson and Johnson & Johnson stockholders.

Government and Regulators

The company works in close partnership with the UK National Health Service (NHS), UK government and devolved
administrations and other national and local organisations involved in the delivery and regulation of healthcare.

During the financial year, the Group’s Chief Executive Officer joined other members of the International Leadership
Group for a Net Zero National Health Service in their support of the NHS Climate Plan and ambition to be the
world's first net zero health care system.

The company has also contributed to cther specific matters which include focus groups on UKCA Classification and
the Medical Device Regulations as well as the specific challenges associated with MDR labelling. The company
has also supported roundtable discussions regarding the Governments Life Sciences Vision and considerations for
attracting Investment into the UK.
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DEPUY INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

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.

Streamllned 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, and plan to make further investments in energy efficiency across our operations.

In 2022, various energy efficiency aclions were undertaken. This includes replacing lighting with LEDs at the Leeds
Beeston and Capital Park sites and closing the restaurant at the Pinewood site on Fridays to reduce energy
demand.

The Scope 1 emissions are based on the vehicle fleet and facilities' gas and fuel consumption.

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 based Scope 2 emissions are used.

Carbon emissions conversion factors have been taken from ‘UK Government GHG Conversion Factors for
Company Reportmg 2022'.

Greenhouse gas emissions in tCO2e Financial year ended " Financial year ended
' 1 January 2023 2 January 2022

Scope 1 emission TCO2e 695 705
Scope 2 emissions TCO2e 1,411 1,544
Total TCO2e ‘ 2,108 ‘ 2,249
Energy consumption Financial yéar ended Financial year ended
1 January 2023 2 January 2022

Energy consumption in kwh 10,981,900 10,987,300

Intensity ratio for 2022 is 3.5150 TCO2e per full time employees.

The prior year Scope 2 emissions TCO2e has been changed to reflect a correction in the calculations. There is no
financial impact as a result of this correction.

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

G Kurring

. Cg-taby signed by Gemena Kurng
. Director G e' I ' m a CH. €aUS, 0wIN). Ouasudicnbers. cneGommas
Punng.0.9 2142 19209300 100.1.145 3302874
Date . . X SREIION L3N IPprOvng thy Bocumant
: . KU rrlng Date 20240315 17.02.002
Adobe Acrobat Re3ds vessron 2020013 20044
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DEPUY INTERNATIONAL LIMITED

DIRECTORS' REPORT
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

The directors present their report and the audited financial statements for the financial year ended 1 January 2023.

The company's reporting period ends on the Sunday closest to 31 December, being 1 January 2023 for the current
year (52 weeks) and 2 January 2022 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
Accounting Practice (United Kingdom Accounting 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,
subject to any material departures disclosed and explained in the financial statements; -

«  make judgements and accounting eslimates 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.

During the preparation of the 2021 financial statements, an issue was identified related to various entries in the
intercompany accounts in the GAAP to statutory adjustment bridge. The directors were unable to provide the
.necessary documentation to explain these entries before finalizing the financial statements.

To address this issue, the directors have taken proactive steps and implemented an action plan before issuing the
financial statements. Following a detailed assessment, the resolution of the historical adjustments has been
achieved, establishing the net impact on the opening reserve balance, as well as addressing issues related to
connected party transfer pricing and subsequent taxation. (see note 29 for further details) :

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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DEPUY INTERNATIONAL LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

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 commodily 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.

Financial risk management (continued)

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 mdw:dua! counterparty is
subject to a limit, which is reassessed annually.

Liguidity 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 earn interest
at a variable rate.
A 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.

Results and dividends

The profit for the financial year amounted to £7,784,000 (2021: £11,425,000).

No dividend was paid in 2022 (2021: £nil). The aggregate dividends on the ordinary shares recognized during the
year amounts to £Nif (2021: £Nil).

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

G Kurring

D O'Mahony

N J Sheppard

J Bridgens

N Keedy

D Corbin (resigned on 26 January 2022)

Directors’ indemnity Insurance

The ultimate parent company has granted an.indemnity to one or more of the Company’s directors against liability
in respect of proceedings brought by third parties, subject to conditions set out in the Companies Act 2006.

Such qualifying third party indemnity provision was in force throughout the financial year and remains in force as at
the date of approving the directors’ report.
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DEPUY INTERNATIONAL LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 1 JANUARY 2023

Employee involvement and engagement

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 briefings, 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.

The current 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 and 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.

Stakeholder involvement and engagement

The statement for the stakeholder involvement is set out in the Strategic report S172 reporting included within the
annual report and financial statements.

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 promatinn nf a disahled person should, ac far ao
possible, bé identical to that of a person who does not suffer from a disability.

Going concern

Management have considered financial risks associated with general industry conditions and economic conditions
on the company's ability to continue as a going concern and are satisfied with that basis having reviewed forecasts
and future cash flows.

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 accordante 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 section 487 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 Kurring G Oigitaly signed by Gemma Kurring '
. . 'Il”‘ + DN VS, 0%JN), 00=Subitiibers, crsGamma ©
Director e d Kutting, 091343.19200300.100 1145007874

Reason |am approving this document

. . ;
. Date: 20240315170736 2
Date: KU rrin g  Adobe Acrobat Reader version: 2020013.20064
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DEPUY INTERNATIONAL LIMITED

Independent auditors’ report to the
members of Depuy International Limited

Report on the audit of the financial statements

Opinion
In our opinion, Depuy International Limited's financial statements:

» give a lrue and fair view of the state of the company's affairs as at 1 January 2023 and of its profit for the 52 week period then

ended; [

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

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

We have audited the financial staleménts, included within the Annual Report and financial st'alemehls (the "Annual Report”), which
comprise: the statement of financial position as al 1 January. 2023; the income statement, statement of comprehensive income and
statement of changes in equity for the period then ended: and the notes to the financial statements, which include a description of the

significan! accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Audiling (UK) ('I1SAs (UKY) and anplicahle law Qur
tesponsibiities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section
of our report. We believe thal the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the campany in accordance wilh 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 ethical responsibil:ties in accordance
with these requirements.

Conclusions relating to going concern

Based on lhe 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 abilty to continue as a going concern for a period of at least
twelve months from when the financial statements are authorised for issue.

In‘auditing the financial statements, we have concluded that the direclors’ 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, thls conclusion is. not a guarantee as to the company's ability.
to continue as a going concern.

Our responsibilities and the responsibilities of the direclors with respect to going concern are described In the relevant sections of this
report.
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DEPUY INTERNATIONAL LIMITED
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Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ repart
thereon. The directors are responsible for the other information. Qur opinion on the financial stalements does not cover the other
information and, accordingly, we do not express an audit opinion or, except o the extent otherwise explicitly stated in th:s 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 lo 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 Stralegic report and Directors' Report, we also considered whether the disclosures required by the UK Companies
Acl 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 1 January 2023 Is consistent with the-financial statements and has been prepared in accordance with
applicable legal requirements.

In light of the knowledge and understand:ng of the company and ils environment obtained in the course of the audit, we did not identify
any material misstatements in the Strategic report and Directors' Reponrt. .

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the statement of directors' responsibilities in respect of the financial statements, the directors are responsible
for the preparation of the financial statements in accordance with the appl.cable 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 concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either
intend (o liquidate the company or to cease operalions, 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.

Irregulanittes, 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 detecling irregutarities, including fraud, is detailed below.

Based on our understand.ng of the company and industry, we identified that the principal risks of non-compliance with taws and
regulations related to Medical Devices Regulation as prescribed by the Medicines and Healthcare products Regulatory Agency
(MHRA), employment law , health and safely regulations, and we considered the extent to which non-compliance might have a material

Page 12



DEPUY INTERNATIONAL LUMITED

ey > T R RRTTI T P o - s e e >

effect on the financial statements. We also considered those laws and regulations that have a direct impact on the financial statements
such as UK taxation regulations and 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 manipulation of resulls through posting of fraudulent journals as well as adjustments belween the trial balance and the financial
statements. Audit procedures performed by the engagement leam included: ‘

+ Obtaining an understanding of the legal and regulatory framework applicable to the company and how the company is complying
with.that framework;

¢ Enquiry of management and dnrectors around known or suspected mslances of non-compliance with laws and regulations and

" fraud; :

» Review of minutes of meelings with the Board of Directors;

'« identifying and testing journal entries based on our risk assessment and evaluating whether there was evidence of management
bias that presents a risk of material misstatement due to fraud: and )

* Assessing reasonableness of accounting estimates,and incorporating elements of unpreductabnllty to the nature and extent of audit
procedures performed by us.

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 financlal statements. Also,
the risk of not detecting a material misstatement due lo 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 al
www.frc.org.uk/auditorscesponsibilities. 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 required reporting»

.Companies Act 2006 exception reporting

Under the Compénies 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

¢ 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.

HasSan Zmed (Senior Statutory Auditor)

for énd on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Reading

15 March 2024
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DEPUY INTERNATIONAL LIMITED

_ INCOME STATEMENT -
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

Restated*

Financial Financial

yearended  year ended

1 January 2 January

2023 2022

Note £000 - £000
Revenue ’ 4 31,586 32,596
Cost of sales . S : (27,618) (30,267)
Gross profit 3,968 2,329

Administrative expenses (42,507) (43,390)*

Other operating income 5 47,040 53,542 *
Operating profit 6 8,501 12,481
Interest receivable and similar income 10 63 —
_ Other net finance income 11 1,463 560
- Profit before income tax : _— 10,027 13,041
Income tax expense - 12 . (2,243) (1,616)
Profit for the financial year - 7,784 11,425

_The notes on pages 18 to 48 form part of these financial statements.

All amounts relate to continuing operations.

*Restatements to the prior year have been made to the financial statements. Please refer to note 29.
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'DEPUY INTERNATIONAL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

Financial Financial
year ended year ended
1 January 2 January
2023 2022
Note £000 £000
Profit for the financial year 7,784 11,425
Other comprehensive income/(expense):
Items that will not be reclassified to profit or loss:
Re-measurements on defined benefit schemes 22 19,872 19,612
Re-measurements on defined benefit schemes - Plan 16 23 (1,497) 808
Movement of deferred tax relating to pension asset 20 (4,605) (7,973)
Total other comprehensive income 13,770 12,447
‘Total comprehensive income for the financial year 21,554 23,872

The notes on pages 18 to 48 form part of these financial statements.
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DEPUY INTERNATIONAL LIMITED
REGISTERED NUMBER: 03319712

STATEMENT OF FINANCIAL POSITION
AS AT 1 JANUARY 2023

Restated* Restated*
1 January 1 January 2 January 2 January
2023 2023 2022 2022
Note(s) £000 £000 £000 £000°
Non-current assets
Property, plant and equipment 13 40,479 38,778
Investments 14 48 48
Pension assets 22,23 60,495 42,885
101,022 ©o81,711
qurent assets
Inventories 15 - 6,424 ' 4,001
Trade .and other receivables - 16 84,244 74,124 *
. Cash and cash equivalents 51 104
90,719 78,229
Tra_de and ot.he_r payables: amounts 17 (29,586) (23,909)*
falling due within one year
Net current assets 61,133 54,320 *
Total assets less current liabilities 162,155 136,031 *
Trade and other payables: amounts
falling due after more than one year 18 (3.009) (3,148)
Provisions for liabilities
Deferred tax 20 (15,335) (10,642)
Other provisions 21 (838) (905)
(16,173) (11,547)
Net assets 142,973 121,336 *
Capital and reserves
Called up share capital 25 46,654 46,654
Capital Contribution 1 1
Retained earnings 96,318 74,681 *

Total equity 121,336 *

— 142973
*Restatements to the prior year have been made to the financial statements. Please refer to note 29 »
The financial statements on pages 14 - 48 were approved and authorised for issue by the board and were signed
on its behalf by:

Digitally signed by Gemma Kuriing

rri G m DN: ¢2US, 0=IN), ou=Subscribers, cn=Gemma
G. KU nng e ma . Kurting. 0.9.2342.19200300.100.1 1253002874
Director . Reason:) am approving this document
- Date; 2024 03.15 17.08:322
Date . Ku rrl n g . Adobe Acrobat Reader version:
‘ 2020.013.20064

The notes on pages 18 to 48 form part of these financial statements.
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DEPUY INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

At 3 January 2021 as previously stated.

Write off historical balances-

Additional tax charge correction on write off balances
Transfer Pricing adjustment on written off balances
At 3 January 2021 as restated

Total comprehensive income for the financial year
Profit for the financial year

?f)-measurements on defined benefit pension scheme (note
Re-measuremehts 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 20)

Toftal transactions with owners

At 2 January 2022 as restated

Total comprehensive income for the financial year
Profit for the financial year

Re-measurements on defined benefit pension scheme (note
22) )

Re-measurements 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 20)

Total transactions with owners
At 1 January 2023

Restated* Restated*
Called up . R

share Capital. Retained Total

capital Contribution Earnings Equity

£000 £000 £000 £000

46,654 1 38,673 85,328

— — 16,741  16,741°

— —  (2,408)* (2,408)*

— — (2,382  (2,382)

46,654 1 50,624 97,279*
— — 11,425 11,425 .

—_ - 19,612 19,612

- —_ 808 808

- - (7,973) (7,973)

- — 12,447 12,447

- — 23,872 23,872

- — (1,477) (1,477)

_ — 1,064 1,064

_— —_ 130 130

— - 468 468

—_ _ 185 185

46,654 1 74,681* 121,336

—_ — 7,784 7,784

—_ - 19,872 19,872

— —  (1,497) (1,497

- — - (4,605)  (4,605)

—_ — 13,770 13,770

— — 7 21,554 21,554

- -  (1,827) (1,827)

—_ —_ 1,382 1,382

— — 151 151

—_ -—_ 377 377

— — 83 83

46,654 1 96,318 142,973

*Restatements to the prior year have been made to the financial statements. Please refer to note 29,

The notes on pages 18 to 48 form part of these financial statements.
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

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 Anthonys Road, Beeston, Leeds,
West Yorkshire, LS11 8DT. The company manufactures and suppiies orthopaedic produc(s 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 largest 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 ultimate
parent, Johnson & Jahnson, 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 exemption 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
3 January 2022 and ending 1 January 2023.

The .company's reporting period ends on the Sunday closest to 31 December, being 1-January 2023 for the
current year (52 weeks) and 2 January 2022 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 otherwise 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.

As permitied 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 assels and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the
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).

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
UK-adopted IFRS.
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DEPUY INTERNATIONAL LIMITED

.NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

2. Accounting policies (continued)

2.1

2.2-

Basis of preparation {continued)

The company is a qualifying entity for the purposes of FRS 101. Details of the company’s parent and
from where its consolidated financia! 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(a) to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts 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, 111 and 134-136 of IAS 1
Presentation of Financial Statements
« the requirements of paragraphs - 40A-D (requirements for a third statement of financial position)
of IAS 1 Presentation of Financial Statements
* the requirements of IAS 7 Statement of Cash Flows
« the requirements of paragraphs 30 and 31 of IAS 8 Aécounling 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 belween two or more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member

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

New standards, amendments and IFRIC interpretations

The below are the amendments that are applicable for the first time for the annual reporting period
commencing ’

Property. Plant and Equipment: Proceeds before intended Use — Amendments to IAS 16;
Onerous contracts — Cost of Fulfiliing a contract — Amendments to IAS 37;

Annual improvements to IFRS Standards 2018-2020;

Reference to the Conceptual Framework ~ Amendments to IFRS 3;

The amendments listed above did not have any material impact on the amounts recognized in prior
periods and are not expected to significantly affect the current or future periods.

There are no other amendments to accounting standards or to IFRIC interpretations that are effective
for the year ending 1 January 2023 that have had a material impact on the company's financial
statements.
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

2. Accounting policies (continued)

23

24

2.5

Foreign currencies

a. Functional and presentation currency

Items included in the financial statements of the company are measured using the cumrency 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
gains and losses from 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, plarit and equipment

All propenrty, plant and equipment is stated-at historical cost less depreciation. Historical cost includeé_
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 the straight line method to
alfocate their cost or revalued amounts to their residual values over their estimated useful lives, as
follows:

Freehold Jand and buildings - 30years

l.easehold improvements — over the term of the lease
Plant and machinery - 3-12years

Fixtures, fittings and equipment - 3-12years

The assets’ residual values and useful Iwes are reviewed, and adjusted |f appropnate at the end of

each reporting period.

" An assel’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 carrying 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 or loss (FVPL), transaction costs that are directly
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DEPUY INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

2. Accounting policies (continued)

2.5 Financial instruments {continued)

2.6

27

28

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 récognition 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 collect’ or ‘hold 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 loss (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.

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.

Page 21



DEPUY INTERNATIONAL LIMITED

: NOTES TO THE FINANCIAL STATEMENTS. ,
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

2,

Accounting policies (continued)

29

2.10

2.11

212

2.13

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 overheads, 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 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.

Trade and other payables

Trade and other payables are obligations to pay for godds 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 o 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.

L.eases

The Company as a lessee

The Company leases various buildings and vehicles. Rental contracts are typically made for fixed
periods of 8 years for buildings and 3 years for plant and machinery.

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 Iease liability with respect 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
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DEPUY INTERNATIONAL LIMITED

. NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 1 JANUARY 2023

2.

Accounting policies (continued)

2.13

2.14

Leases (continued)
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 s 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 llability is reassessed and adjusted against
the right-of-use asset.

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
assel is depreciated over the underiying 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 “Property, planf and equipment” and the lease liabilities
in the headings "Trade and other payables: amounts falling due within one year" and "Trade and other
payables: 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. Management 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.
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DEPUY INTERNATIONAL LIMITED
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2.

Accounting policies (continued)

2,14

215

Current and deferred income tax (continued)

Deferred income tax is recognised on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financia! 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 setltle the balances on a net basis.

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 contribution scheme and the defined
benefit scheme is closed o 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 pensien 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.

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 actuaria!
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. :

Past service costs/(income) is recognised immediately in the income statement,
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2.16

Accounting policies (continued)

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 examp]e, 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. [t 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 companiy 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 employess 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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T2,

. Accounting policies_(continued)

2.16

2.17

218

219

2.20

221

Share based payments (continued)

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

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 aobligation; and the amount has been reliably estimated. Provisions are not
recognised 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 performance obligations have been satisfied and for the
company this is when the goods have been transferred to the customer, 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.

A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before payment is due.

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 equa! 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.

(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

(a) Write off of historical adjustments

The company conducted a detailed assessment of historical adjustments included in the statutory
accounts. A decision was made to apply the limitation period for bringing a claim for breach of contract
under Section 5 of the Limitation Act 1980 (the relevant legislation in England and Wales). Based on
this decision, it was concluded to write off the historical adjustments.
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Revenue

An analysis of turnover by class of business as follows:

Manufacturing service income
Royalty income

Analysis of tumover by country of destination:

Jreland

Other operatihg income

Other operating income

Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
28,416 29,564
3,170 3,032
31,586 32,596
Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
31,586 32,596
31,586 32,596
Restated*
Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
47,040 53,642 *
47,040 53,542 *

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.

*Restatements to the prior year have been made to the financial statements. Please refer to note 29.
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6. Operating profit
The aperating profit is stated after charging/(crediting):

Flnancial Financial

year ended year ended

1 January 2 January

2023 2022

. £000 £000
Research & development charged as an expense 21,062 22,704
Depreciation of property, plant and equipment (note 13} 4,279 4,570
Loss on disposal of property, plant and equipment — 29
Staff costs (Note 8) 28,044 29,534
Inventory recognised as an expense 27,618 30,267

Foreign exchange gain (394) (967)

7. Auditors' remuneration

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

follows:
Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
Audit of entity's financial statements (including expenses) 113 59
113 59
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Employees

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

Financial Financial

year ended year ended

1 January 2 January

2023 2022

£000 £000

Wages and salaries - i 22,120 25,305
Social security costs 2,894 3,010
Other pension costs 1,648 155
Share based payments 1,382 1,064
28,044 29,534

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

Financial Financial
year ended year ended
1 January 2 January
2023 2022
No. No.
Management and Administration . 255 254
Production ’ 235 213
490 467

Directors' remuneration
Financial Financial
-year ended year ended
1 January 2 January
2023 2022
£000 £000
Aggregate remuneratioh for qualifying services 750 . 821
Compensation for loss of office 275 —_
1,025 821

Retirement benefits are accruing to five directors (2021: six directors) under the company's defined benefit
pension scheme and to no directors (2021: no directors) under the money purchase scheme.

Four directors (2021 three directors) exercised share options in the ultimate parent company during the year.

Compensation for loss of office was accruing to one director (2021: no directors}.
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10.

1.

Directors' remuneration (continued)

Financial Financial year
year ended ended
1 Jahuary 2 January
2023 2022
£000 £000
Highest paid director
Total amounts of emoluments and amounts (excluding shares)
receivable under long-term incentive schemes 159 185
Defined benefit pension scheme:
-Accrued pension at the end of the year 16 63
175 248
The highest paid director did exercised share options in the year (2027: options not exercised).
Interest receivable and similar income
Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
Interest receivable on UK group banking arrangements 63 -
63 —
Other net finance income
Financial Financial
year ended year ended
1 January 2 January
2023 2022
£000 £000
Net interest income on pension scheme (note 22) 723 340
Net interest income on pension Plan 16 scheme (note 23) 36 16
Gain on derivative financial instruments 71 222
Lease interest expense (note 24) (7) (18)
' 1,463 560
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Income tax expense

Financial year ' Financial year
ended ended
1 January 2 January
2023 2022
£000 £000

Tax included in the income statement
Current tax on profits for the year 2,400 2,406
. Adjustments in respect of previous periods (623) 271
Total current tax . . ' 1,777 2,677
Deferred tax ‘ .
- Origination and reversal of timing differences " (152) 265
Adjustments in respect of prior periods 666 —
Impact of change in tax rate (48) (1,326)
Total deferred tax expense 466 (1,061)
Total tax on profit o 2,243 1,616

Factors affecting tax charge for the year

The tax assessed for the period is higher than (20271 - lower than)} the standard rate of corporation tax in the
UK of 19% (2021 - 19%). The differences are explained below:

Financial year Financial year
ended ended
1 January 2 January
2023 2022
£000 £000
Profit before tax 10,027 13,041
Profit before tax mulliplied.by standard rate of corporation tax in the 1,907 2,478
UK of 19% (2021 - 19%) :
Effects of: .
Expenses not deductible for tax purposes ) : 289 230
Effects of group relief/other relief — (1)
RDEC taxed in prior periods - : (9) —
.Adjustments to tax charge in respect of prior periods o 43 271 .
Tax rate changes - o _ e (48) (1,326)
Share options ! : 61 5
Total tax included in the income statement 2,243 1,657
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12

Income tax expense (continued)

Factors that may affect future tax charges

In the Spring Budget 2021, the Government announced that from 1 April 2023 the corporation tax rate will
increase to 25%. This new rate was substantively enacted on 24 May 2021. At 31 December 2021, the
relevant UK deferred tax assets and liabilities of the company were carried at this increased 25% rate.

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

Deferred tax
Origination and reversal of temporary difference

Total tax expense included in other comprehensive income/
(expense)

Tax (income)/ expense included in equity

Current tax
Current tax on items in gquity

Deferred tax
Origination and reversal of temporary difference

Total deferred tax included in equity

Total tax income included in equity

Financial Financial
year ended year ended
1 January 2 January
2023 2022

£000 £000

4,604 7,973
4,604 7.973
Financial Financial
year ended year ended
1 January 2 January
2023 2022

£000 £000

(151) (130)

(377) (468)

(377) (468)

(528) (598)
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13. Property, plant and equipment

Right of use
Right of use assets - Fixtures,
assets - Machinery &  Freehold land Leasehold Plant and fittings and Construction in
Buildings equipment  and buildings P! machinery quip progress Total
£000 £000 £000 £000 £000 £000 © £000 £000

Cost
Al 3 January 2022 1,118 168 20,427 10,021 55,828 8,500 4,577 100,639
Additions — 54 — - 2 — 5,924 5,980
Disposals —_ —_ ~ —_ (18) —_ — {18)
Transfer between _ _ 85 _ 1,420 167 (1,672) _
classes
At 1 January 2023 1,118 . 222 20,512 10,021 57,232 8,667 8,829 106,601
Accumulated
Depreciation .
At 3 January 2022 684 126 5,960 9,228 40,525 5,338 — 61,861
Charge for the year on
owned assets 392 41 664 115 2,592 475 — 4,279
Disposals — — — — (18) — — (18)
At 1 January 2023 1,076 167 6,624 9,343 43,099 5,813 — 66,122
Net book value
At 1 January 2023 42 55 13,888 678 14,133 2,854 8,829 40,479
At 2 January 2022 434 42 14,467 793 15,303 3,162 4,577 38,778
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14. Investments
Investments
in subsidiary
undertakings
£000
Cost
At 3 January 2022 4,106
At 1 January 2023 4,106
Impairment
At 3 January 2022 4,058
At 1 January 2023 4,058
Net book value
At 1 January 2023 48
At 2 January 2022 48
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 Manufacture and sale of surgical Ordinary 2.93 100%

Kiriakis 20, 14561 and hospital products (inactive) Euro shares
Kifisia, Athens,
Greece

15. Inventories

1 January 2 Januvary

2023 2022
£000 £000
Raw materials and consumables 3,280 1,914
Work in progress 2,255 1,587
Finished goods and goods for resale 889 500
6,424 4,001

The replacement cost of inveﬁtory does not differ materially from the value stated in the statement of financial
position.
The amount of write-downs of inventories recagnised as an expense in the year is £25,000 (2021: £134,000).

Inventories are stated after provisions for impairment of £1,860,000 (2021: £1,895,000).
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16.

Trade and other receivables

Restated *

1 January 2 January

2023 2022

£000 £000

Trade debtors —_ —_"

Amounts owed by group undertakings 78,525 66.572 *

Corporation tax 1,257 3,870 *
Other receivables 3,914 3,742
Derlvative financial instruments (note 19) 548 —

84,244 74,124 *

*Restatements to the prior year have been made to the financial statements. Please refer to note 29.

In the financial year 2022, Depuy International Limited conducted a comprelierisive review to investigate and
assess the accuracy and validity of historical statutory adjustments. Following this analysis, the company has

-determined to write off a slig'niﬁcant portion of these adjustments. This resulted in a decrease of £51,071,082
“in amounts owed by group undertakings, a decrease of £153,074 in trade debtors, and a decrease of

£2,407,527 in corporation tax. . :

Amounts owed by group undertakings includes an amount of £38,888,000 (2021: £36,261,000) 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
things, enable the Cash Pool participants, by acting collectively, 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, subject to variable interest rate and repayable on demand.

Other receivables include an amount of £1,291,800 (2021: £1,291,900) receivable from DePuy Hellas SA for

“a payment made on its behalf by the company in the prior years. DePuy Hellas SA is currently in the process

of being liquidated. The management expects the amount to be recovered from DePuy Hellas SA after the
completion of the liquidation proceedings.
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17.

18.

19.

Trade and other payables: amounts falling due within one year

Restated*

1 January 2 January

2023 2022

£000 £000
Trade payables ) 3,575 5,294

Amounts owed to group undertakings 15,760 8,834 *
Other taxation and social security 6 —
Lease liabilities (Note 24) 34 422

Accruals and deferred income 10,211 9,196 *
Derivative financial instruments (Note 19) - 163

29,586 23,909 *

*Restatements to the prior year have been made to the financial statemehts. Please refer to note 29.

In the financial year 2022, Depuy International Limited conducted a comprehensive review to investigate and
assess the accuracy and validity of historical statutory adjustments. Following this analysis, the company has
determined to write off a significant portion of these adjustments. This resulted in a decrease of £69,675,763
in amounts owed to group undertakings and an increase of £4,092,923 in accruals and deferred income.

Amounts owed to group undertakings are unsecured, subject to variable interest rate and are repayable on
demand.

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

1 January 2 January

2023 2022

£000 £000

Government grants received 2,989 3,135
Lease liabilities (Note 24) 20 13
3,009 3,148

:Government grants were received as part of a Regional Growth Fund initiative to create economic growth and
lasting employment. )

Derivative and financial instruments

1 January 2 January

2023 2022

£000 £000

Forward foreign exchange contract asset/(liability) 548 {163)
548 (163)

The company enters into forward foreign currency contracts to mitigate the exchange rate risk for certain
foreign currency receivables and payables. The forward currency contracls 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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20.

Deferred tax

Accelerated/ Retirement  Provisions Share-based Total
decelerated benefits for liabilities payments
capital
aliowances .
£000 £000 £000 £000 £000
At3January 2021 - (1,341) '(3.861) 107 897 (4,198)
(Charge)/credit to the
income statement - (379) 1,114 119 207 1,061
Charge to other .
comprehensive income ' — (7,973) : — — (7,973)
Credit to equity ' — — _ 468 468
At 2 January 2022 ©(1,720) (10.720) 226 1,672 {10,642)
Prior year charge (666) — — — (666)
(Charge)/credit to the
income statement 34 190 (81) 58 201
Charge to other
comprehensive income — (4,605) — -— (4,605)
Credit to equity . - — - . 377 377
: At 1 January 2023 (2.352) (15,135) 145 2,007 (15,335)

_ Deferred tax assets and liabilities are offset where the company has a iegally enforceable right to do so. The

following is-the analysis of the deferred tax balances (after offset).for financial reporting purposes:

1 January 2 January

2023 2022

£000 £000

Deferred tax assets ' ’ 2,152 1,798
Deferred tax liabilities (17,487) (12,440)
Net deferred tax reported in the statement of financial position (15,335) (10,642)

At 1 January 2023, the company has no unused tax losses (2 January 2022: no unused tax losses) available
for offset against future profits.
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21.

C 22

Other provisions

The company had the following provisions during the year:

Employer's
national
insurance

on share-based
payments

£000

At 3 January 2022 905
Unused amounts reversed 181
Utilised in financial year (248)

At 1 January 2023 ‘ 838

‘Post-employment benefits

.The combany participates in three pension arrangemenis 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. However,
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 infiation will lead to higher
liabilities.
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22,

Post-employment benefits (continued)

A comprehensive actuarial valuation of the UK Group Retirement Plan was carried out at 31 March 2020. The
valuation results at this date have been updated to 31 December 2022 by a qualified independent actuary.
The valuation in the financial statements has been made based on the following assumptions:

1 January 2 January

2023 2022

Expected rate of salary increases 4.35% 4.45%

. - Expected rate of increase of pensions in payment ‘ : }

(with RP! capped at 5% per annum) ) B ' 2.90 % 3.05 %
Discount rate ' ) . 5.00 % 1.80 %
RPI inflation assumption 310 % 3.20 %
CPl inflation assumption : : 2.60 % 2.60%

-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:

1 January 2 January
2023 2022
Longevity at age 65 for current pensioners
Men 220 22.2
Women 238 23.7
Longevity at age 65 for future pensioners
Men 235 23.5

Women 25.5 25.4

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.
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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22,

Post-employment benefits (continued)

Fair value of Defined benefit

plan assets obligation Total
£000 £000 £000 .
At 3 January 2022 . : ‘ 389,580 (348,645) 40,935
" Benefits (paid)/received ' (7,854) 7,854 ) —
Employer and other contributions ‘ S 774 . (8) 766
Current service cost ' o — . - (1,648) (1,648)
Past service income — — -
Administrative expenses paid from plan (783) — (783)
Interest income/(expense) 6,934 (6,211) 723
Remeasurement gains/(losses)
Effect of changes in demographic assumptions — (829) (829)
Effect of changes in financial assumptions —_ 156,875 156,875
Effect of experience adjustments ' — (11,250) (11,250)
Return on plan assets (124,926) — (124,926)
At 1 January 2023 263,725 (203,862) 59,863

The expected contributions to the UK Group Retirement Plan in the year ended 1 January 2023 are
£808,000 (2021: £1,798,000).

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 7.2% Increase by 8.1%
Inflation increase rate - 025% Increase by 3.2% Decrease by 4.2%
Life expectancy 1 year Decrease by 2.1% Increase by 2.1%

The above sensilivity 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 nol change compared to
the previous year.
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22. Post-employment henefits (continued)

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

1 January 2 January

2023 2022
£000 £000
Current service cost 1,648 3,394
Past service income — (3,239)
Administrative expenses 783 760
Net interest income (723) (340)
1,708 575
The fair value of the UK Group Retirement Plan assets was:
1 January 2 January
2023 2022
£000 £000
Equity instruments 52,554 96,570
Debt instruments 210,216 289,711
Cash and cash equivalents 955 2,611
Other - 688
263,725 389,580
The return on the UK Group Retirement plan assets was:
1 January 2 January
2023 2022
£000 £000
Interest income 6,934 5,570
Remeasurements (124,926) 15,076
(117,992) 20,646
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23

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 £226,000 (2021: £226,000). The best estimate of the company contributions expected in the
year from 1 January 2023 to 31 December 2023 to be paid to Johnson & Johnson UK Group Retirement Plan

18 is £226,000.

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

following assumptions:

1 January

2023

Expected rate of salary increases 435 %
Expected rate of increase of pensions in payment 2.90 ¥
(with RP| capped at 5% per annum) e
Discount rate 5.00 %
RPI inflation assumption 3.10%
CPl inflation assumption - 2.60 %

Assumptions regarding future mortality are set, based on actuarial advice, in accordance with

2 January
2022
4.45 %
3.05 %

1.80 %
3.20%
2.60 %

published

statistics and experience in the UK. These assumptions translate into an average life expectancy for a

" pensioner retiring at age 65:

1 January 2

2023
Longevity at age 65 for current pensioners
Men 222
Women . 238
Longevity at age 65 for future pensioners
Men 231
Women ) 254

January
2022

22.2

237

23.0
25.3

This unfunded arrangement has been included within the Johnson & Johnson UK Group Retirement Plan in
determining the total plan assets and liabifities. 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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23.

Post-employment benefits plan 16 (conﬁnued)

Defined
Fair value of benefit
plan assets obligation Total
£000 £000 £000
At 3 January 2022 17,675 (15,725) 1,950
Benefits {paid)/received (116) 116 —
Employer and other contributions _ 226 — 226
- Administrative expenses paid from plan . (82) — (82)
Interest income/(expense) ‘ 318 - (282) 36
‘'Remeasurement gains/(losses)
Effect of changes in financial assumptions —_ 3,205 3,205
Effect of experience adjustments v o —_ 1,241 1,241
Return on plan assets . (5,946) — (5,946)
At 1'January 2023 o 12,075 {11,445) 630
The total defined benefit cost recognised as an expense in the income statement is as follows:
1 January 2 January
2023 2022
£000 £000
Administrative expenses 82 73
Net interest income (36) (16)
46 57
The fair value of the UK Group Retirement Plan 16 assets was:
' ' 1 January 2 January
2023 2022
£000 £000
Equity instruments 8,453 12,373
Debt instruments 3,622 5,302
12,075 17,675
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23. Post-employment benefits plan 16 (continued)

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

1 January 2 January

2023 2022

£000 £000

Interest income : ' ’ 318 246
Remeasurements {5,946) 1,012
(5,628) 1,258

24, Leases
The company has lease contracts for various buildings, machinery and equipment used in the operations.
The right of use asset as at 1 January 2023 is £97,000 (2027: £476,000), please refer to note 13.

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

1 January 2 January
2023 2022
£000 £000

Lease liabilities
Current 34 422
Non-current 20 13
54 435

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

1 January 2 Janua’)y

2023 2022
£000 £000
Right of use assets
Buildings : 42 434
Machinery & Equipment 55 42
97 476
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24,

25,

26.

Leases (continued)
The income statement shows the following amounts relating to leases:

1 January 2 January

2023 2022
£000 : £000

Depreciation charge of right of use assets
Buildings . 392 381
Machinery & Equipment o : 41 55
433 436

1 January 2 January

2023 2022 .
£000 £000
Interest expense (included in finance costs) 7 17

7 17

Called up share capital

1 January 2 January

2023 2022
£000 £000
Allotted, called up and fully paid ) .
46,653,706 (2021 - 46,653,706) Ordinary shares of £1 each : 46,654 46,654

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 aptions 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 valuse 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
£114.36 (2021: £104.97).
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26. Share based payments (continued)

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$)
2022 — 165
2023 661 73
2024 5,732 90
2025 6,363 100
2026 12,438 102
2027 18,998 116
2028 19,417 130
2029 19,980 132
2030 27121 151
2031 22,926 165
2032 28,951 166

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.

: 27. Other commitments and contingencies

1 January 2 January

2023 2022

£000 £000

Future capilal expenditure contracted but not provided for 2,297 413
Bank guarantees 200 200
2,497 613

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 19.

28. Events since the year end

There have been no other significant events affecting the company since the year end requiring disclosure in
the financial statements.
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29,

Restatement

This note explains the impact of restatement in financial statements.

Impact on the statement of financial position

Restated
2 January 2022 Adjustment 2 January 2022
£000 £000 £000
Current assets
Trade and other receivables 74,124 (53.632) 127,756
Trade debtors — (153) 153
Amounts owed by group undertakings 66,572 (51.071) 117,643
Corporation tax i 3,810 (2.408) 6,218
Trade and other payables: amounts o
falling due within one year (23,909) 65,583 (89,492)
Amounts owed to group undertakings (8,834} 69,676 (78,510}
Accrual and deferred income (9.196) (4,093) (5,103)
Net Current Assets 54,320 11,951 42,369
Total assets less current liabilities o 136,031 11,951 124,080
Net assets 121,336 11,951 109,385
Retained earnings 74,681 11,951 62,730
Total Equity _ 121,336 11,951 109,385
Impact on the Income statement
Administrative expense (43,390) (1,770) (41,620)
Other operating income 53,542 1,770 51,772

In the financial year 2022, Depuy International Limited conducted a comprehensive review to investigate and

assess the accuracy and validity of historical statutory adjustments. Following this analysis, and taking into
account the limitation period for bringing a claim for breach of contract as stipulated in Section 5 of the
Limitation Act 1980, the company has delermined to write off a significant portion of these adjustments. This
resulted in a net credit value of £16,741,010 being written off to restate retained earnings as at 3rd of January
2021. In addition, a connecled party transfer pricing adjustment of £2,382,326 and a tax charge of
£2,407,527 were also identified and addressed, with both adjustments reflected to restate retained earnings
as at 3rd of January 2021.

Furthermore, one adjustment from the prior year, amounting to £1,770,492, was written off to income
statement for the period ended 2nd of January 2022, but subsequently recharged through a transfer pricing
adjustment, with nil impact on income statement for 2nd of January 2022. This transaction has been reversed
as this related to the revaluation of the balances that have been written off in the year ended 3rd of January
2021 as described above. -

Overall, this led to a decrease of £53,631,683 in Trade and other receivables (note 16), a decrease of
£65,5682,840 in Trade and other payables (note 17). Additionally, there was an increase of £1,770,492 in
Administrative expense and an increase of £1,770,492 in Other operating income.
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