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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Johnson & Johnson

Opinions on the Financial Satements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Johnson & Johnson and its subsidiaries (the
“Company”) as of January 2, 2022 and January 3, 2021, and the related consolidated statements of earnings, of
comprehensive income, of equity and of cash flows for each of the three fiscal years in the period ended January 2, 2022,
including the related notes (collectively referred to as the “ consolidated financial statements’). We also have audited the
Company'sinternal control over financial reporting as of January 2, 2022, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of January 2, 2022 and January 3, 2021, and the results of its operations and its cash
flows for each of the three fiscal yearsin the period ended January 2, 2022 in conformity with accounting principles
generally accepted in the United States of America. Also in our opinion, the Company maintained, in al material
respects, effective internal control over financial reporting as of January 2, 2022, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the COSO.

Basisfor Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is
to express opinions on the Company’ s consolidated financial statements and on the Company's internal control over
financial reporting based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement, whether due to error or fraud, and whether effective interna control over financial reporting was
maintained in all material respects.

Our audits of the consolidated financia statements included performing procedures to assess the risks of material
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on atest basis, evidence regarding the amounts and
disclosuresin the consolidated financia statements. Our audits aso included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. Our audit of internal control over financia reporting included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audits provide areasonable basis for
our opinions.
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Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and proceduresthat (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated
financial statements that were communicated or required to be communicated to the audit committee and that (i) relate to
accounts or disclosures that are material to the consolidated financial statements and (ii) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our
opinion on the consolidated financial statements, taken as awhole, and we are not, by communicating the critical audit
matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to which they
relate.

U.S Pharmaceutical Rebate Reserves — Managed Care, Medicare and Medicaid

As described in Note 1 to the consolidated financial statements, the Company recognizes revenue from product sales
when obligations under the terms of a contract with the customer are satisfied. Rebates and discounts provided to
customers are accounted for as variable consideration and recorded as a reduction in sales. The liability for such rebates
and discounts is recognized within Accrued Rebates, Returns, and Promotions on the consolidated balance sheet. A
significant portion of the liability related to rebates is from the sale of pharmaceutical goods within the U.S., primarily
the Managed Care, Medicare and Medicaid programs, which amounted to $7.7 billion as of January 2, 2022. For
significant rebate programs, which include the U.S. Managed Care, Medicare and Medicaid rebate programs, rebates and
discounts estimated by management are based on contractual terms, historical experience, patient outcomes, trend
analysis, and projected market conditions in the U.S. pharmaceutical market.

The principal considerations for our determination that performing procedures relating to U.S. pharmaceutical rebate
reserves - Managed Care, Medicare and Medicaid isacritical audit matter are the significant judgment by management
due to the significant measurement uncertainty involved in devel oping these reserves and the high degree of auditor
judgment, subjectivity and audit effort in performing procedures and evaluating the assumptions related to contractual
terms, historical experience, patient outcomes, trend analysis, and projected market conditions in the U.S. pharmaceutical
market.
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Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our

overal opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls

relating to U.S. pharmaceutical rebate reserves - Managed Care, Medicare and Medicaid, including controls over the

assumptions used to estimate these rebates. These procedures also included, among others, (i) developing an independent

estimate of the rebates by utilizing third party information on price and market conditionsin the U.S. pharmaceutical

market, the terms of the specific rebate programs, and the historical experience and trend analysis of actual rebate claims

paid; (ii) testing rebate claims processed by the Company, including evaluating those claims for consistency with the

contractual and mandated terms of the Company’ s rebate arrangements; and (iii) comparing the independent estimates to

management’s estimates.

Litigation Contingencies — Talc

As described in Notes 1 and 19 to the consolidated financial statements, the Company records accruals for loss
contingencies associated with legal matters, including talc, when it is probable that aliability will be incurred and the
amount of the loss can be reasonably estimated. To the extent adverse awards, judgments, or verdicts have been rendered
against the Company, management does not record an accrual until alossis determined to be probable and can be
reasonably estimated. For these matters, management is unable to estimate the possible loss or range of loss beyond the
amounts accrued. Amounts accrued for legal contingencies often result from a complex series of judgments about future
events and uncertainties that rely heavily on estimates and assumptions including timing of related payments. The ability
to make such estimates and judgments can be affected by various factors, including, anong other things, whether
damages sought in the proceedings are unsubstantiated or indeterminate; scientific and legal discovery has not
commenced or is not complete; proceedings arein early stages; matters present legal uncertainties; there are significant
factsin dispute; procedural or jurisdictional issues; the uncertainty and unpredictability of the number of potential claims;
ability to achieve comprehensive multi-party settlements; complexity of related cross-claims and counterclaims; and/or
there are numerous parties involved. Management continues to believe that the Company has strong legal grounds to
contest the talc verdicts it has appeal ed. Notwithstanding management’s confidence in the safety of the Company’s talc
products, in certain circumstances the Company has settled cases. In October 2021, Johnson & Johnson Consumer Inc.
(Old JJCI), awholly-owned subsidiary of Johnson & Johnson, implemented a corporate restructuring and created a
subsidiary, LTL Management LLC (LTL), which became solely responsible for the talc-related liabilities, and another
subsidiary, New JJCI, which became responsible for the remaining business of Old JJCI. LTL filed avoluntary petition,
seeking relief under chapter 11 of the Bankruptcy Code. As aresult of the LTL bankruptcy case, the Court entered a
temporary restraining order staying all litigation against LTL and Old JJCI. On November 15, 2021, the North Carolina
Bankruptcy Court confirmed the scope of the stay, issuing a Preliminary Injunction (PI) prohibiting and enjoining the
commencement and prosecution of talc-related claims against LTL, Old JICI, New JJCI, Johnson & Johnson, other of
their corporate affiliates, identified retailers, insurance companies, and certain other parties. Claimants have filed a
motion to dismissthe LTL bankruptcy case. The court commenced a hearing on February 14, 2022 regarding the motion
to dismiss and on whether the PI should be extended. The Company has agreed to provide funding to LTL for the
payment of amounts the Bankruptcy Court determines are owed by LTL through the establishment of a $2 hillion trust in
furtherance of this purpose. The Company has established areserve for approximately $2 billion in connection with the
aforementioned trust. The parties have not yet been able to reach aresolution of all matters related to talc, and while
certain amounts under various scenarios have recently been referred to in testimony as part of the LTL bankruptcy
proceedings, the Company is unable to estimate the possible loss or range of loss beyond the amount accrued.

The principal considerations for our determination that performing procedures relating to the talc litigation is a critical
audit matter are the significant judgment by management when assessing the likelihood of aloss being incurred and
when determining whether a reasonable estimate of the loss or range of loss for the future and existing talc claims can be
made, which in turn led to a high degree of auditor judgment, subjectivity and effort in performing procedures and
evaluating management’s assessment of the loss contingencies associated with thislitigation.
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Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our

overal opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls
relating to management’s evaluation of the talc litigation, including controls over determining whether alossis probable
and whether the amount of loss can be reasonably estimated, as well asfinancial statement disclosures. These procedures
also included, among others, (i) gaining an understanding of the Company’s process around the accounting and reporting
for the talc litigation; (i) discussing the status of significant known actual and potential litigation and the ongoing L TL
bankruptcy proceedings with the Company’s in-house legal counsel, as well as external counsel when deemed necessary;
(iii) obtaining and evaluating the letters of audit inquiry with internal and external legal counsel for significant litigation;
(iv) evaluating the reasonableness of management’s assessment regarding whether an unfavorable outcome is reasonably
possible or probable and reasonably estimable; and (v) evaluating the sufficiency of the Company’s litigation
contingencies disclosures.

Litigation — Opioids

As described in Notes 1 and 19 to the consolidated financial statements, the Company records accruals for loss
contingencies associated with legal matters, including opioids, when it is probable that aliability will be incurred and the
amount of the loss can be reasonably estimated. To the extent adverse awards, judgments, or verdicts have been rendered
against the Company, management does not record an accrual until alossis determined to be probable and can be
reasonably estimated. For these matters, management is unable to estimate the possible loss or range of loss beyond the
amounts accrued. Amounts accrued for legal contingencies often result from a complex series of judgments about future
events and uncertainties that rely heavily on estimates and assumptions including timing of related payments. The ability
to make such estimates and judgments can be affected by various factors, including, among other things, whether
damages sought in the proceedings are unsubstantiated or indeterminate; matters present legal uncertainties; there are
significant facts in dispute; procedural or jurisdictional issues; the uncertainty and unpredictability of the number of
potential claims; ability to achieve comprehensive multi-party settlements; complexity of related cross-claims and
counterclaims; and/or there are numerous parties involved. The Company has been named in numerous lawsuits brought
by certain state and local governments, including tribal governments, related to opioids matters. In October 2019, the
Company announced a proposed agreement in principle that would include the Company paying $4 billion as settlement
of the matters. In October 2020, the Company agreed to contribute up to an additional $1 billion to an all-in settlement
amount that would resolve opioid lawsuits filed and future claims by states, cities, counties and tribal governments, for a
total of $5 billion. In July 2021, the Company announced that the terms of the agreement to settle the state and
subdivision claims have been finalized, depending upon the level of participation by the various parties. The terms
provide a period of time for statesto elect to participate in the agreement and, thereafter, a period for the subdivisions of
the participating states to opt-in. The subdivision opt-in period expired in January 2022. The Company retains the right to
opt-out of the agreement until late February 2022 if, in its sole discretion, there isinsufficient participation.

The principal considerations for our determination that performing procedures relating to the opioidslitigation is a
critical audit matter are the significant judgment by management when determining whether a reasonabl e estimate of the
range of loss for the agreement to settle the opioids litigation can be made, which in turn led to a high degree of auditor
judgment, subjectivity and effort in performing procedures and evaluating management’ s assessment of the loss
contingencies associated with this litigation.
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Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our

overal opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls
relating to management’s evaluation of the opioid litigation, including controls over determining whether alossis
probable and whether the amount of loss can be reasonably estimated, as well asfinancial statement disclosures. These
procedures also included, among others, (i) gaining an understanding of the Company’s process around the accounting
and reporting for the opioids litigation; (ii) discussing the status of significant known actual and potential litigation and
ongoing settlement negotiations with the Company’s in-house legal counsel, as well as external counsel when deemed
necessary; (iii) obtaining and evaluating the letters of audit inquiry with internal and external legal counsel for significant
litigation; (iv) evaluating the reasonabl eness of management’ s assessment regarding whether an unfavorable outcomeis
reasonably possible or probable and reasonably estimable; and (v) evaluating the sufficiency of the Company’s litigation
contingencies disclosures.

/< PricewaterhouseCoopers LLP
Florham Park, New Jersey
February 17, 2022

We have served as the Company’s auditor since at least 1920. We have not been able to determine the specific year we
began serving as auditor of the Company.
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