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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended January 2, 201 Commission file number -321¢

JOHNSON & JOHNSON

(Exact name of registrant as specified in its @rart

New Jersey 22-1024240

(State of incorporation) (I.R.S. Employer Identification No

One Johnson & Johnson Plazi
New Brunswick, New Jersey 08933

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area ctt2) 524-0400
SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OFTHE ACT

Title of each class Name of each exchange on which registere
Common Stock, Par Value $1. New York Stock Exchang

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e0%#turities
Act. Yes M No O

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the
Exchange Act. Yedd No M

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15(d) of the
Exchange Act during the preceding 12 months (ostmh shorter period that the registrant was requio file such report:
and (2) has been subject to such filing requiresfortthe past 90 days. Ydéd No O

Indicate by check mark whether the registrant ldsmtted electronically and posted on its corpovegdsite, if any,
every Interactive Data File required to be subrditiad posted pursuant to Rule 405 of Regulationds¥ing the preceding
12 months (or for such shorter period that thestegit was required to submit and post such fil¥as M No O

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K i¢ contained herein,
and will not be contained, to the best of regidtsaknowledge, in definitive proxy or information t&ments incorporated |
reference in Part Ill of this Form 10-K or any amerent to this Form 10-K.OO

Indicate by check mark whether the registrantle&zge accelerated filer, an accelerated filer, a-accelerated filer, or a
smaller reporting company. See the definitionslafde accelerated filer,” “accelerated filer” arghialler reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated fileriv Accelerated filer O Non-accelerated fileld Smaller reporting companyl
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act). Yes
O No M

The aggregate market value of the Common Stocklhelibn-affiliates computed by reference to thegat which the
Common Stock was last sold as of the last busideg®f the registrant’s most recently completedrddiscal quarter was
approximately $163 billion.

On February 15, 2011 there were 2,735,213,719 sluir@ommon Stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Parts I, Il and Ill:  Portions of registra’s annual report to shareholders for fiscal yeaO2@e" Annual Repor”).
Parts | and IlI: Portions of registrant’s proxy statement for itd P@nnual meeting of shareholders filed within
120 days after the close of the regist's fiscal year (th*Proxy Stateme”).
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PART I

Item 1. BUSINESS
General

Johnson & Johnson and its subsidiaries have appeigly 114,000 employees worldwide engaged in the
research and development, manufacture and salbrofa range of products in the health care figdthnson &
Johnson is a holding company, which has more tB&moperating companies conducting business inallytall
countries of the world. Johnson & Johnson’s prinfagus has been on products related to human headthwell-
being. Johnson & Johnson was incorporated in thte ®f New Jersey in 1887.

The Company’s structure is based on the principtbeoentralized management. The Executive Committee
Johnson & Johnson is the principal management gresgonsible for the operations and allocatiorhefresources
of the Company. This Committee oversees and coatelrthe activities of the Consumer, Pharmacediual
Medical Devices and Diagnostics business segmEath subsidiary within the business segments th, same
exceptions, managed by citizens of the country w/itds located.

Segments of Business

Johnson & Johnson’s operating companies are orgaiito three business segments: Consumer,
Pharmaceutical and Medical Devices and Diagnosidditional information required by this item iscorporated
herein by reference to the narrative and tabulatr fbt the graphic) descriptions of segments aredaing results
under the captions “Management’s Discussion andy&isof Results of Operations and Financial Cadaditon
pages 30 through 40 and Note 18 “Segments of Bssiaed Geographic Areas” under “Notes to Consadlat
Financial Statements” on page 61 of the Annual Refied as Exhibit 13 to this Report on Form 10-K

Consumer

The Consumer segment includes a broad range ofipi®dsed in the baby care, skin care, oral cavand
care and women'’s health care fields, as well astiomial and over-the-counter pharmaceutical prasiuend
wellness and prevention platforms. The Baby Cardhnise includes the JOHNSON®Baby line of products.
Major brands in the Skin Care franchise includeARMEENO ® ; CLEAN & CLEAR ®; JOHNSON’'S® Adult;
NEUTROGENA®; RoC®; LUBRIDERM ®; DABAO ™ ; and Venddme product lines. The Oral Care framchis
includes the LISTERINE and REACH® oral care lines of products. The Wound Care frasehicludes BAND-
AID ®brand adhesive bandages and NeospbFinst Aid products. Major brands in the Women'’s lefranchise
are the CAREFRER Pantiliners; 0.b® tampons and STAYFREEsanitary protection products. The nutritional
over-the-counter lines include SPLENPA No Calorie Sweetener; the broad family of TYLEN®L
acetaminophen products; SUDAFERold, flu and allergy products; ZYRTE®Zallergy products; MOTRIN IB
ibuprofen products; and PEPCHAC Acid Controller from Johnson & JohnsoiMerck Consumer Pharmaceutic
Co. These products are marketed to the generacpatd sold both to retail outlets and distributibm®ughout the
world.

Pharmaceutical

The Pharmaceutical segment includes products ifotleeving areas: anti-infective, antipsychotic,
contraceptive, dermatology, gastrointestinal, hehogl, immunology, neurology, oncology, pain manmagat and
virology. These products are distributed direotlydtailers, wholesalers and health care profeatsidor
prescription use. Key products in the Pharmacedugimgment include: REMICADE (infliximab), a treatment for a
number of immune mediated inflammatory disease&LFRA @ (ustekinumab), a treatment for moderate to severe
plague psoriasis; SIMPOMI(golimumab), a treatment for adults with moderateevere rheumatoid arthritis,
psoriatic arthritis, and ankylosing spondylitis; MEADE ® (bortezomib), a treatment for multiple myeloma;
PREZISTA® (darunavir) and INTELENCR (etravirine), treatments for HIV/AIDS; NUCYNTRA (tapentadol), a
treatment for moderate to severe acute pain; INVEGASTENNA™ (paliperidone palmitate), for the acute and
maintenance treatment of schizophrenia in adulSPERDAL® CONSTA® (risperidone), a treatment for the
management of Bipolar | Disorder and schizophreRRQCRIT® (Epoetin alfa, sold outside the U.S. as EPREX
to stimulate red blood cell production; LEVAQUMNlevofloxacin) for the treatment of bacterial infiecs;
CONCERTA® (methylphenidate HCI), a treatment for attentioriaehyperactivity disorder




ACIPHEX ® /PARIET ®, a proton pump inhibitor co-marketed with Eisai.IrDURAGESIC® /Fentanyl
Transdermal (fentanyl transdermal system, soldideithe U.S. as DUROGESIE), a treatment for chronic pain
that offers a novel delivery system.

Medical Devices and Diagnostic

The Medical Devices and Diagnostics segment inadwdbroad range of products distributed to whodzsal
hospitals and retailers, used principally in thef@ssional fields by physicians, nurses, therapigtspitals,
diagnostic laboratories and clinics. These prodinciside Biosense Webster’s electrophysiology potsiuCordis’
circulatory disease management products; DePut@paedic joint reconstruction, spinal care, neagwal and
sports medicine products; Ethicon’s surgical caesthetics and women'’s health products; EthicoroESutgery’s
minimally invasive surgical products and advandedilization products; LifeScan’s blood glucose rtoring and
insulin delivery products; Ortho-Clinical Diagnasti professional diagnostic products; and Vistakatisposable
contact lenses. Distribution to these health caméepsional markets is done both directly and tghosurgical
supply and other dealers.

Geographic Areas

The business of Johnson & Johnson is conducteddrg than 250 operating companies located in 60tciess
including the United States, which are selling pretd in virtually all countries throughout the wabriThe products
made and sold in the international business incindry of those described above under “— Segments of
Business — Consumer,” “— Pharmaceutical” and “— MatDevices and Diagnostics.” However, the priatip
markets, products and methods of distribution @ittternational business vary with the country redculture. Thi
products sold in international business includeamdy those developed in the United States, bt tlese
developed by subsidiaries abroad.

Investments and activities in some countries oattli@ United States are subject to higher risks tha
comparable U.S. activities because the investmahtammercial climate is influenced by restricteanomic
policies and political uncertainties.

Raw Materials

Raw materials essential to Johnson & Johnson'satipgrcompanies’ businesses are generally readéifadble
from multiple sources.

Patents and Trademarks

Johnson & Johnson and its subsidiaries have madactice of obtaining patent protection on theodarcts an
processes where possible. They own or are licemsder a number of patents relating to their prosiacd
manufacturing processes, which in the aggregatbalieved to be of material importance to Johnsajonson in
the operation of its businesses. Sales of the Coywéargest product, REMICADE (infliximab), accounted for
approximately 7% of Johnson & Johnson'’s total rexsnfor fiscal 2010. Accordingly, the patents etatio this
product are believed to be material to Johnsoni&don.

In March of 2009, TOPAMAX® (topiramate) lost basic patent protection and ntarkelusivity and became
subject to generic competition in the United Statied later in the year in international marketdeSaf TOPAMAX
®declined by 53.3% and 57.9% in 2010 and 2009, ctisedy. The next significant patent that will expiis for
LEVAQUIN @ (levofloxacin), which accounted for approximatef &f the Company’s 2010 sales. A pediatric
extension for LEVAQUIN®was granted by the U.S. Food and Drug Administraff&DA”"), which extends mark
exclusivity in the United States through June 211,12

Johnson & Johnson’s operating companies have madactice of selling their products under tradersakd
of obtaining protection for these trademarks byaalilable means. These trademarks are protecteegistration in
the United States and other countries where sumtiugts are marketed. Johnson & Johnson considess th
trademarks in the aggregate to be of material itapae in the operation of its businesses.




Seasonality

Worldwide sales do not reflect any significant degof seasonality; however, spending has beendraavihe
fourth quarter of each year than in other quarfeinss reflects increased spending decisions, praiki for
advertising and research and development activity.

Competition

In all of their product lines, Johnson & Johnsapp®rating companies compete with companies botd kd
global, located throughout the world. Competitioists in all product lines without regard to themher and size of
the competing companies involved. Competition seeech, involving the development and the improveroénew
and existing products and processes, is partigusgghificant. The development of new and innovafivoducts is
important to Johnson & Johnson’s success in aflsaod its business. This also includes protectieg@ompany’s
portfolio of intellectual property. The competitieavironment requires substantial investments irtinging
research and in maintaining sales forces. In amdithe development and maintenance of customeaderor the
Company’s consumer products involves significapesditures for advertising and promotion.

Research and Development

Research activities represent a significant padiobihson & Johnson’s subsidiaries’ businesses. Megzarch
facilities are located not only in the United Sgateut also in Belgium, Brazil, Canada, China, EearGermany,
India, Israel, Japan, the Netherlands, Singapadetas United Kingdom. The costs of worldwide Comypan
sponsored research activities relating to the adgweknt of new products, improvement of existingdpias,
technical support of products and compliance withegnmental regulations for the protection of cansets and
patients (excluding purchased in-process researdti@velopment charges for fiscal 2008), amourded t
$6.8 billion, $7.0 billion and $7.6 billion for fisl years 2010, 2009 and 2008, respectively. Thests are charged
directly to expense, or directly against incomethia year in which incurred.

Environment

Johnson & Johnson’s operating companies are suljectariety of U.S. and international environna¢nt
protection measures. Johnson & Johnson believeégshaperations comply in all material respectthveipplicable
environmental laws and regulations. Johnson & Johisscompliance with these requirements did notrduthe
past year, and is not expected to, have a magdfedt upon its capital expenditures, cash floveshimgs or
competitive position.

Regulation

Most of Johnson & Johnson’s businesses are subbjeetrying degrees of governmental regulation & th
countries in which operations are conducted, aadyneral trend is toward increasingly stringegtil&tion. In the
United States, the drug, device, diagnostics asdetic industries have long been subject to reiguldty various
federal and state agencies, primarily as to prosaiety, efficacy, manufacturing, advertising, lalzpand safety
reporting. The exercise of broad regulatory povigrthe FDA continues to result in increases inahmunts of
testing and documentation required for FDA cleagasfcnew drugs and devices and a correspondingaserin the
expense of product introduction. Similar trendsase evident in major markets outside of the UWhib¢ates.

The costs of human health care have been and oertiinbe a subject of study, investigation and leggun by
governmental agencies and legislative bodies artheavorld. In the United States, attention hasideeused on
drug prices and profits and programs that encoudagtors to write prescriptions for particular dsugy recommen
use or purchase particular medical devices. Pdyans become a more potent force in the market @glade
increased attention is being paid to drug and na¢dievice pricing, appropriate drug and medicaickutilization
and the quality and costs of health care.

The regulatory agencies under whose purview Joh&stohnson’s operating companies operate have
administrative powers that may subject those comegan such actions as product withdrawals, recsdizure of
products and other civil and criminal sanctionsséme cases, Johnson & Johnson’s operating congpanaig deem
it advisable to initiate product recalls.




In addition, business practices in the health gatastry have come under increased scrutiny, pdatity in the
United States, by government agencies and staieeyts general, and resulting investigations andguutions
carry the risk of significant civil and criminal paities.

Available Information

The Company’s main corporate website addressva.jnj.com.Copies of Johnson & Johnson’s Quarterly
Reports on Form 10-Q, Annual Report on Form 10-8 @arrent Reports on Form 8-K filed or furnishedhe
U.S. Securities and Exchange Commission (the “SE&i) any amendments to the foregoing, will be joiex
without charge to any shareholder submitting atemitrequest to the Secretary at the principal ekexoffices of
the Company or by calling 1-800-950-5089. All o tBompany’s SEC filings are also available on tbenfany’s
website atvww.investor.jnj.com/governance/materials.¢fas soon as reasonably practicable after haviag be
electronically filed or furnished to the SEC. AES filings are also available at the SEC’s webaiteww.sec.gov
In addition, the written charters of the Audit Coittere, the Compensation & Benefits Committee ard th
Nominating & Corporate Governance Committee ofBBloard of Directors and the Compi’'s Principles of
Corporate Governance, Policy on Business Condud@rfployees and Code of Business Conduct & Etloics f
Members of the Board of Directors and Executivei@@fs are available at the
www.investor.jnj.com/governance/materials.efebsite address and will be provided without chaogeny
shareholder submitting a written request, as pexvabove.

Item 1A. RISK FACTORS

Some important factors that could cause the Conipatyual results to differ from the Compasgxpectatior
in any forward-looking statements in this Repod set forth in Exhibit 99 to this Report on FormKL.0
Item 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

Item 2. PROPERTIES

Johnson & Johnson and its subsidiaries operater3fifacturing facilities occupying approximately
21.8 million square feet of floor space.

The manufacturing facilities are used by the induségments of Johnson & Johnson’s business appately
as follows:

Square Fee

(in
Segmeni thousands)
Consume 6,96¢
Pharmaceutice 6,73¢
Medical Devices and Diagnosti 8,10¢
Worldwide Total 21,81t

Within the United States, 7 facilities are usedhm Consumer segment, 11 by the Pharmaceuticalesegnd
36 by the Medical Devices and Diagnostics segniafinson & Johnson’s manufacturing operations oeitid
United States are often conducted in facilities semve more than one business segment.




The locations of the manufacturing facilities byjonageographic areas of the world are as follows:

Square Fee

Number of (in
Geographic Area Facilities thousands)
United State! 54 7,44¢
Europe 37 7,60z
Western Hemisphere, excluding U. 17 3,38(
Africa, Asia and Pacifi 31 3,38¢
Worldwide Total 13¢ 21,81°¢

In addition to the manufacturing facilities discedsbove, Johnson & Johnson and its subsidiariggaima
numerous office and warehouse facilities througloetworld. Research facilities are also discusségem 1 under
“Business — Research and Development.”

Johnson & Johnson and its subsidiaries generadly teown their manufacturing facilities, althouggme,
principally in locations abroad, are leased. Officel warehouse facilities are often leased.

Johnson & Johnson is committed to maintaining failsoproperties in good operating condition angaie, and
the facilities are well utilized.

Production at McNeil Consumer Healthcare's Fort Wagton, Pennsylvania facility was suspended in the
second quarter of 2010. Alternate supplies of pctslare planned to be available in the latter bia#011. McNeil
Consumer Healthcare submitted its ComprehensivioAétlan (CAP) to the U.S. Food and Drug Adminisra
(FDA) on July 15, 2010, which encompasses, amohgratems, training, resources and capital investam
quality and manufacturing systems across the Mcbdtgihnization. The Company continues to communigéte
the FDA on remediation actions and is on scheditle tre commitments made in the CAP.

For information regarding lease obligations, se&eN® “Rental Expense and Lease Commitments” under
“Notes to Consolidated Financial Statements” onepa® of the Annual Report, filed as Exhibit 13h&stReport on
Form 10-K. Segment information on additions to by, plant and equipment is contained in Note 38dgments
of Business and Geographic Areas” under “NotesdnsBlidated Financial Statements” on page 61 oAtheual
Report, filed as Exhibit 13 to this Report on FdrfK.

Item 3. LEGAL PROCEEDINGS

The information set forth in Note 21 “Legal Prociegd” under “Notes to Consolidated Financial Staate”
on pages 64 through 71 of the Annual Report isripm@ted herein by reference and filed as ExhiBitdlthis
Report on Form 10-K.

The Company or its subsidiaries are parties tomabrau of proceedings brought under the Comprehensive
Environmental Response, Compensation and Lial#litty commonly known as Superfund, and comparalaie st
laws, in which the primary relief sought is the toofspast and future remediation. While it is neagible to predict
or determine the outcome of these proceedingseimpinion of the Company, such proceedings woatchave a
material adverse effect on the results of operatioash flows or financial position of the Company.

Item 4. (REMOVED AND RESERVED)

EXECUTIVE OFFICERS OF THE REGISTRANT

Listed below are the executive officers of John&alohnson as of February 15, 2011, each of whohessn
otherwise indicated below, has been an employ#eeo€ompany or its affiliates and held the positizicated
during the past five years. There are no familgtiehships between any of the executive officens, there is no
arrangement or understanding between any exeafficer and any other person pursuant to whichetkecutive
officer was selected. At the annual meeting ofBbard of Directors, the executive officers are &lddy the Board
to hold office for one year and until their respeeisuccessors are elected and qualified, or eatlier resignation
or removal.




Information with regard to the directors of the Gmany, including information for William C. Weldois,
incorporated herein by reference to the materiplicaed “Election of Directors” in the Proxy Statent.

Name Age Position

Dominic J. Caruso 53 Member, Executive Committee; Vice President, Firai@hief
Financial Officer(a

Russell C. Deyo 61 Member, Executive Committee; Vice President, Gdnera
Counsel(b

Peter M. Fasolo 48 Member, Executive Committee, Vice President, Worthw
Human Resources(

Alex Gorsky 50 Vice Chairman, Executive Committee|

Sherilyn S. McCoy 52 Vice Chairman, Executive Committee

William C. Weldon 62 Chairman, Board of Directors; Chairman, Executive

Committee; Chief Executive Offict

(@) Mr. D. J. Caruso joined the Company in 1999 mtiee Company acquired Centocor, Inc. At the tirfehat
acquisition, he had been Senior Vice Presidengrita of Centocor. Mr. Caruso was named Vice Praside
Finance of OrthdvicNeil Pharmaceutical, Inc., a subsidiary of thex@any, in 2001 and Vice President, Gr
Finance of the Company’s Medical Devices and Diatjos Group in 2003. In 2005, Mr. Caruso was named
Vice President of the Company’s Group Finance aggdion. Mr. Caruso became a Member of the Exeeutiv
Committee and Vice President, Finance and Chiedrigial Officer in 2007

(b) Mr. R. C. Deyo joined the Company in 1985 arddime Associate General Counsel in 1991. He beaame
Member of the Executive Committee and Vice Predid@dministration in 1996 and Vice President, Gaher
Counsel in 2004

(c) Mr. P. M. Fasolo joined the Company in 2004/a= President, Worldwide Human Resources for Gordi
Corporation, a subsidiary of the Company. He was tiamed Vice President, Global Talent Managenuent f
the Company. He left Johnson & Johnson in 2008itoKohlberg Kravis Roberts & Co. as Chief Talent
Officer. Mr. Fasolo returned to the Company in 8egter 2010 as the Vice President, Worldwide Human
Resources, and in January 2011, he became a Mafther Executive Committe:

(d) Mr. A. Gorsky joined the Company in 2008 as @amy Group Chairman and Worldwide Franchise Chairma
for Ethicon, Inc., a subsidiary of the Company.vRresly, he was head of the North American pharmatcals
business at Novartis Pharmaceuticals Corporatimm 2004 to 2008. Prior to Novartis, Mr. Gorsky sshin
various management positions at Johnson & Johmsdoding Company Group Chairman for the Company’s
pharmaceutical business in Europe, Middle EastAdrida and President of Janssen PharmaceuticgUh8.),

a subsidiary of the Company. In January 2009, lcare a Member of the Executive Committee and
Worldwide Chairman, Surgical Care Group, and int&eper 2009, he became Worldwide Chairman, Medical
Devices and Diagnostics Group. Mr. Gorsky was appdi as Vice Chairman, Executive Committee in Janua
2011.

(e) Ms. S. S. McCoy joined the Company in 1982raéssociate Scientist in Research & Development for
Personal Products Company, a subsidiary of the @amshe was named Vice President, Research &
Development for the Personal Products Worldwideidiiv of MCNEIL-PPC, Inc., a subsidiary of the
Company, in 1995, and Vice President, Marketingt®6kin Care franchise in 2000. In 2002, Ms. MgCo
became Global President for its Baby and Wound @arehise. She was nhamed Company Group Chairman
and Worldwide Franchise Chairman of Ethicon, lacsubsidiary of the Company, in 2005. In 2008 sfeame
a Member of the Executive Committee and Worldwidai@nan, Surgical Care Group. In 2009, she became
Worldwide Chairman, Pharmaceuticals Group. Ms. Mc@as appointed as Vice Chairman, Executive
Committee in January 201




PART Il

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RE LATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

As of February 15, 2011, there were 181,232 rebotders of Common Stock of the Company. Additional
information called for by this item is incorporateérein by reference to: the material under theicap
“Management’s Discussion and Analysis of Result®pérations and Financial Condition — Liquidity a@dpital
Resources — Share Repurchase and Dividends” on3¥ade— Other Information — Common Stock Market
Prices” on page 39; Note 17 “Common Stock, StockddPlans and Stock Compensation Agreements” under
“Notes to Consolidated Financial Statements” onegasP and 60; and “Shareholder Return PerformanaphS”on
page 75 of the Annual Report, filed as Exhibit 43his Report on Form 10-K; and ltem 12 “Securityr@rship of
Certain Beneficial Owners and Management and Rklateckholder Matters — Equity Compensation Plan
Information” of this Report on Form 10-K.

Issuer Purchases of Equity Securities

On July 9, 2007, the Company announced that itsdoBDirectors approved a stock repurchase program
authorizing the Company to buy back up to $10dmillof the Compang Common Stock. As of January 2, 2011,
current stock repurchase program has been complBtedCompany repurchased an aggregate of 158i8mil
shares of Johnson & Johnson Common Stock at at840 billion. The Company funded the share repase
program through a combination of available cashdedfut.

In addition, the Company has an annual prograrepianchase shares for use in employee stock andtinee
plans.

The following table provides information with regpéo Common Stock purchases by the Company dthiag
fiscal fourth quarter of 2010.

Total Number

of Shares
Purchased as
Part of
Total Number  Avg. Price  Publicly Announced
of Shares Paid Per Plans or
Period Purchased®) Share Programs @
October 4, 2010 through October 31, 2! 6,204,03. $ 63.2¢ —
November 1, 2010 through November 28, 2 8,913,65! 63.7C 2,520,871
November 29, 2010 through January 2, 2 5,192,21 62.3¢ 3,372,16:
Total 20,309,89 5,892,98:

(O During the fiscal fourth quarter of 2010, the Compaepurchased an aggregate of 5,892,981 shaths of
Companys Common Stock pursuant to the repurchase prodratwias publicly announced on July 9, 2007,
an aggregate of 14,416,913 shares in -market transactions outside of the progr

@ As of January 2, 2011, an aggregate of 158,315haées were purchased, completing the buyback gmogr
totaling $10 billion since the inception of the weghase program announced on July 9, 2

Item 6. SELECTED FINANCIAL DATA

The information called for by this item is incorpted herein by reference to the material undecaipdion
“Summary of Operations and Statistical Data 200062®@n page 74 of the Annual Report, filed as ExhiBitd. this
Report on Form 10-K.




Item 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND
RESULTS OF OPERATION

The information called for by this item is incorpted herein by reference to the narrative and #at§but not
the graphic) material under the caption “Managersdbiscussion and Analysis of Results of Operatiand
Financial Condition” on pages 30 through 40 of Amnual Report, filed as Exhibit 13 to this Repantfeorm 10-K.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The information called for by this item is incorpted herein by reference to the material undecaipdion
“Management’s Discussion and Analysis of Result®pérations and Financial Condition — Liquidity aBdpital
Resources — Financing and Market Risk” on pagear?b37 and Note 1 “Summary of Significant Accougtin
Policies — Financial Instruments” under “Notes wn&olidated Financial Statements” on pages 46 @&raf the
Annual Report, filed as Exhibit 13 to this Repantleorm 10-K.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DA TA

The information called for by this item is incorpted herein by reference to the Audited Consolti&iaancis
Statements and Notes thereto and the material the@aption “Report of Independent Registered iBubl
Accounting Firm” on pages 41 through 72 of the AalrReport, filed as Exhibit 13 to this Report oniRdl0-K.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

Item 9A. CONTROLS AND PROCEDURES

Disclosure Controls and ProceduredAt the end of the period covered by this repiti¢, Company evaluated
the effectiveness of the design and operatiorsadigclosure controls and procedures. The Compatigtsosure
controls and procedures are designed to ensur@fbatnation required to be disclosed by the Conyparthe
reports that it files or submits under the Exchafggis recorded, processed, summarized and repuithin the
time periods specified in the SEC's rules and fordisclosure controls and procedures include, withionitation,
controls and procedures designed to ensure thaniattion required to be disclosed by the Compartiigéreports
that it files or submits under the Exchange Acdsumulated and communicated to the Company’s nesmeigt,
including its principal executive and principaldimcial officers, or persons performing similar ftiogs, as
appropriate to allow timely decisions regardinguiegd disclosure. William C. Weldon, Chairman artue®
Executive Officer, and Dominic J. Caruso, Chiefdrinial Officer, reviewed and participated in thimleation.
Based on this evaluation, Messrs. Weldon and Carasoluded that, as of the end of the period cal/byethis
report, the Company'’s disclosure controls and piooes were effective.

Management’s Report on Internal Control Over Finah®eporting. Under Section 404 of the Sarbanes-
Oxley Act of 2002, management is required to asessffectiveness of the Company’s internal cdraver
financial reporting as of the end of each fiscalryand report, based on that assessment, wheth@otinpany’s
internal control over financial reporting is effeet

Management of the Company is responsible for dstabfy and maintaining adequate internal contr@rov
financial reporting. The Company’s internal contwgkr financial reporting is designed to providasenable
assurance as to the reliability of the Companyiaricial reporting and the preparation of extermalrfcial
statements in accordance with generally acceptealating principles.

Internal control over financial reporting, no mat@w well designed, has inherent limitations. Efere,
internal control over financial reporting determire be effective can provide only reasonable asgig with
respect to financial statement preparation and meayrevent or detect all misstatements. Moreqwejections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because
of changes in conditions, or that the degree offd@nce with the policies or procedures may detata




The Company’s management has assessed the effexstssof the Company’s internal control over finahci
reporting as of January 2, 2011. In making thiesssient, the Company used the criteria establisyhéue
Committee of Sponsoring Organizations of the Tremd@ommission (COSO) in “Internal Control-Integihte
Framework.” These criteria are in the areas of rbeinvironment, risk assessment, control actisjtiaformation
and communication, and monitoring. The Companysessment included extensive documenting, evaluatidg
testing the design and operating effectivenestsafiernal control over financial reporting.

Based on the Company'’s processes and assessmdascaived above, management has concluded thait, as
January 2, 2011, the Company’s internal control éwancial reporting was effective.

The effectiveness of the Company'’s internal cortk@r financial reporting as of January 2, 2011 theen
audited by PricewaterhouseCoopers LLP, an indepgmdgistered public accounting firm, as statethair report,
which appears in the “Report of Independent Regggt®ublic Accounting Firm” on page 72 of the AnnRaport,
which is incorporated herein by reference and fdedxhibit 13 to this Report on Form 10-K.

Changes in Internal Control Over Financial Repogin During the fiscal quarter ended January 2, 2€idre
were no changes in the Company'’s internal contvel financial reporting identified in connectiontkvthe
evaluation required under Rules 13a-15 and 15dntferthe Exchange Act that have materially affecbedre
reasonably likely to materially affect, the Comparinternal control over financial reporting.

Item 9B. OTHER INFORMATION
Not applicable.

PART IlI

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information called for by this item is incorpted herein by reference to the material undecaiptions
“Election of Directors” and “Stock Ownership andc8en 16 Compliance — Section 16(a) Beneficial Ovsh@
Reporting Compliance” and the discussion of theifGdmmittee under the caption “Corporate Govereane
Standing Board Committees” in the Proxy Statemamd; the material under the caption “Executive @fficof the
Registrant” in Part | of this Report on Form 10-K.

The Company’s Policy on Business Conduct, whichee®all employees (including the Chief Executive
Officer, Chief Financial Officer and Controller) e®ts the requirements of the SEC rules promulgatder
Section 406 of the Sarbanes-Oxley Act of 2002. Fbkcy on Business Conduct is available on the Comyis
website atvww.investor.jnj.com/governance/policies.¢famd copies are available to shareholders witbloatge
upon written request to the Secretary at the Cowipamincipal executive offices. Any substantiveeardment to
the Policy on Business Conduct or any waiver ofRbéicy granted to the Chief Executive Officer, igief
Financial Officer or the Controller will be posted the Company’s website at
within five business days (and retained on the vtelisr at least one year).

In addition, the Company has adopted a Code ofrigégsi Conduct & Ethics for Members of the Board of
Directors and Executive Officers. The Code of BasgiConduct & Ethics for Members of the Board aEbliors
and Executive Officers is available on the Companyébsite atvww.investor.jnj.com/governance/policies.cfand
copies are available to shareholders without chapga written request to the Secretary at the Caoryiparincipal
executive offices. Any substantive amendment tadbde or any waiver of the Code granted to any nezrabthe
Board of Directors or any executive officer will pested on the Company’s website at
www.investor.jnj.com/governance.ciithin five business days (and retained on the vtelisr at least one year).

Item 11. EXECUTIVE COMPENSATION

The information called for by this item is incorpted herein by reference to the material undeciptions
“Compensation Discussion and Analysis,” “Executivel Director Compensation” and “Compensation Conemit
Report” in the Proxy Statement.




The material incorporated herein by reference ¢ontfaterial under the caption “Compensation Committe
Report” in the Proxy Statement shall be deemeddhad, and not filed, in this Report on Form 10#d a@hall not
be deemed incorporated by reference into any filinder the Securities Act of 1933, as amendedeBecurities
Exchange Act of 1934, as amended, as a resulisofitmishing, except to the extent that the Regigtspecifically
incorporates it by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Additional information called for by this item isdorporated herein by reference to the materiaéutite
captions “Stock Ownership and Section 16 Compliaicéhe Proxy Statement and Note 1Zdmmon Stock, Stoc
Option Plans and Stock Compensation Agreementsétidiotes to Consolidated Financial Statementspages
59 and 60 of the Annual Report, filed as Exhibittd3his Report on Form 10-K.

Equity Compensation Plan Information

The following table provides certain informationaslanuary 2, 2011 concerning the shares of tegaay’s
Common Stock that may be issued under existingyegampensation plans.

Number of Securities to Weighted Average Number of Securities
be Issued Upon Exercise of Exercise Price of Remaining Available for
Outstanding Options Outstanding Options Future Issuance Under
Plan Category and Rights and Rights Equity Compensation Plans®
Equity Compensation Plans
Approved by Security Holder
@ 223,164,80 $51.7¢ 121,322,77
Equity Compensation Plans Not
Approved by Security Holders
@6) 259,33¢ 46.27 —
Total 223,424,14 $51.7¢ 121,322,77

@ Included in this category are the following equibmpensation plans, which have been approved by the
Compan’s shareholders: 2000 Stock Option Plan and 2005-Term Incentive Plar

@ Included in this category are 216,584 shares of @omStock of the Company issuable under variougyequ
compensation plans which were assumed by the Compgaon acquisition of the following companies: ALZA
Corporation, Scios Inc., and Inverness Medical Tietdgy, Inc. 122,629 of the shares listed as idsuatthis
category were issued under plans that were appioyéue shareholders of these companies priorgo th
acquisition and the assumption of these plans &yCiimpany. At the time of each of these acquisstioptions
to acquire equity of the acquired company wereaegd by options to acquire the Common Stock of the
Company. No stock options or equity awards of e thave been made under any of these plans $iace t
assumption of these plans by the Company, andntieefustock options or other equity awards of ametwill
be made under any of these plans in the fu

The shares that are included in this column thaiewssued under plans not approved by sharehotd¢he
applicable acquired company are: 93,955 shareab#sunder the 1996 Scios Non-Officer Stock OpEtam.

®) Also included in this category are 42,750 shareSBahmon Stock of the Company issuable upon thecesesof
outstanding stock options under the Company’s S@gtkon Plan for Non-Employee Directors. All optson
outstanding under this plan have fully vested aithexpiration period of ten years from the datgraht.

@ This column excludes shares reflected under thenwol‘Number of Securities to be Issued Upon Exerofs
Outstanding Options and Rigt”

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information called for by this item is incorpted herein by reference to the material undecaiptions
“Transactions with Related Persons” and “Corpo@teernance — Director Independenagthe Proxy Statemer
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Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information called for by this item is incorpted herein by reference to the material undecaiption
“Ratification of Appointment of Independent Regisie Public Accounting Firm” in the Proxy Statement.

PART IV

Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) The following documents are filed as part @ tieport:
1. Financial Statements

The following Audited Consolidated Financial Stagsmts and Notes thereto and the material underapion
“Report of Independent Registered Public Accountirgn” on pages 41 through 72 of the Annual Repost
incorporated herein by reference and filed as Bkfbto this Report on Form 10-K:

Consolidated Balance Sheets at end of Fiscal Y28 and 2009
Consolidated Statements of Earnings for Fiscal ¥2840, 2009 and 2008
Consolidated Statements of Equity for Fiscal Y&f$0, 2009 and 2008
Consolidated Statements of Cash Flows for Fiscar¥2010, 2009 and 2008
Notes to Consolidated Financial Statements
Report of Independent Registered Public Accourfding
2. Financial Statement Schedules
Schedule Il — Valuation and Qualifying Accounts
Schedules other than those listed above are ontiteduse they are not required or are not appécabl
3. Exhibits Required to be Filed by Item 60l of RegataS-K

The information called for by this item is incorpted herein by reference to the Exhibit Index ia teport.
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JOHNSON & JOHNSON AND SUBSIDIARIES

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

Fiscal Years Ended January 2, 2011, January 3, 20Hhd December 28, 2008
(Dollars in Millions)

2010

Accrued Rebate®

Accrued Return

Accrued Promotion
Subtotal

Reserve for doubtful accour
Reserve for cash discour

Total

2009

Accrued Rebate

Accrued Return

Accrued Promotion
Subtotal

Reserve for doubtful accour
Reserve for cash discour

Total

2008

Accrued Rebate@

Accrued Return

Accrued Promotion
Subtotal

Reserve for doubtflaccounts
Reserve for cash discour

Total

Balance at Balance a
Beginning of End of
Period Accruals Payments/Othel Period
$ 1,63¢ 7,49 (6,985)  2,14¢
68¢ 517 (56€) 64C
42¢ 2,66/ (2,66€) 427
$ 2,75i 10,67: (20,217 3,21:
332 13C (123) 34C
101 1,112 (1,109) 11C
$ 3,197 11,91t (11,447 3,66:
$ 1,806  6,58¢ (6,759  1,63¢
794 35¢E (460) 68¢
35€ 2,44¢ (2,379 42¢
$ 2,95¢ 9,38t (9,58¢€) 2,757
267 11C (44) 332
79 1,168 (1,147 101
$ 3,30¢ 10,65¢ (10,777 3,191
$ 1,80: 557¢ (5,572  1,80¢
64€ 40z (25€) 794
57¢ 2,991 (3,217 35¢€
$ 3,026 8,971 (9,04])  2,95¢
192 101 (27) 267
71 90E (897) 79
$ 3,29 9,972 (9,96%) 3,30¢

@ Includes reserve for customer rebates of $701anill$729 million and $721 million at January 2, 201
January 3, 2010 and December 28, 2008, respect

@ Includes $171 million adjustment related to pregiglestimated accrued sales rese
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SIGNATURES
Pursuant to the requirements of Section 13 of #mfties Exchange Act of 1934, the registrantchdg
caused this report to be signed on its behalf byutidersigned, thereunto duly authorized.

Date: February 15, 2011
JOHNSON & JOHNSON

(Registrant)

By /sl 'W. C. WELDON

W. C. Weldon, Chairman, Board of Directors,
and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Signature Title Date
/sl W. C. WELDON Chairman, Board of Directors, February 15, 201
W. C. Weldon Chi_ef _Executive (_)fficer,_and Director
(Principal Executive Officer
/sl D. J. CaARUSO Chief Financial Officer (Principal February 15, 201
D J. Carus( Financial Officer)
/sl S. J. (OSGROVE Controller (Principal Accounting Officer) February 15, 201
S. J. Cosgrov
/s/ M. S. COLEMAN Director February 15, 201
M. S. Colemar
/sl J. G. (ULLEN Director February 15, 201
J. G. Culler
/sl 1. E. L. Davis Director February 15, 201
I. E. L. Davis
/sl M. M. E. (OHNS Director February 15, 201
M. M. E. Johns
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Signature

Title

Date

/s/ S. L. LINDQuUIST

S. L. Lindquist

/sl A. M. MULCAHY

A. M. Mulcahy

/s L. F.MuLLIN

L. F. Mullin

/s W. D. FEREZ

W. D. Pere:

/sl C. FRINCE

C. Prince

/sl D. SATCHER

D. Satche

Director

Director

Director

Director

Director

Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
FINANCIAL STATEMENT SCHEDULE

To the Board of Directors of
Johnson & Johnson:

Our audits of the consolidated financial statemants of the effectiveness of internal control deancial
reporting referred to in our report dated Februaty2011 appearing in the 2010 Annual Report ta@twders of
Johnson & Johnson (which report and consolidateghfiial statements are incorporated by referentt@srmAnnual
Report on Form 10-K) also included an audit offthancial statement schedule listed in Item 15@)this
Form 10-K. In our opinion, this financial statemsnhedule presents fairly, in all material respebts information
set forth therein when read in conjunction with tekated consolidated financial statements.

/s RRICEWATERHOUSECOOPERSLLP

PricewaterhouseCoopers LLP

New York, New York
February 24, 2011
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Reg. S-K
Exhibit Table
Item No.

EXHIBIT INDEX

Description
of Exhibit

3()(2)
3()(b)

3(i)(c)

3(i)(d)

3(i)(e)

3(ii)

4(a)
10(a)
10(b)

10(c)

10(d)

10(e)

10(f)

10(9)
10(h)

10()

10()

10(k)

10(1)

10(m)

Restated Certificate of Incorporation dated Ap6) 2990 — Incorporated herein by reference to
Exhibit 3(a) of the Registra’s Form 1-K Annual Report for the year ended December 3001
Certificate of Amendment to the Restated Certiéaait Incorporation of the Company dated
May 20, 1992 — Incorporated herein by referencexbibit 3(a) of the Registrant’'s Form 10-K
Annual Report for the year ended January 3, 1

Certificate of Amendment to the Restated Certiéoait Incorporation of the Company dated
May 21, 1996 — Incorporated herein by referencexbibit 3(a)(iii) of the Registrant’s

Form 1(-K Annual Report for the year ended December 29, 1

Certificate of Amendment to the Restated Certiéaaft Incorporation of the Company effective
May 22, 2001 — Incorporated herein by referencexbibit 3 of the Registrant’'s Form 10-Q
Quarterly Report for the quarter ended July 1, 2

Certificate of Amendment to the Restated Certiéoait Incorporation of the Company effective
April 27, 2006 — Incorporated herein by referemz&xhibit 3(i) of the Registrant’'s Form 10-Q
Quarterly Report for the quarter ended April 2, &(

By-Laws of the Company, as amended effective Fepr@ia2009 — Incorporated herein by
reference to Exhibit 3.1 the Registr's Form K Current Report filed February 13, 20(

Upon the request of the Securities and Exchangen@ission, the Registrant will furnish a copy
all instruments defining the rights of holders afig-term debt of the Registrat

Stock Option Plan for Non-Employee Directors — Impmrated herein by reference to Exhibit 10
(a) of the Registra’s Form 1K Annual Report for the year ended December 296 %<

2000 Stock Option Plan (as amended) — Incorporagedin by reference to Exhibit 10(b) of the
Registrar's Form 1-K Annual Report for the year ended December 2922C

2005 Long-Term Incentive Plan — Incorporated hebsimeference to Exhibit 4 of the
Registrant’s S-8 Registration Statement filed whi Commission on May 10, 2005 (file no. 333-
124785).*

Form of Stock Option Certificate and Restricted8hdao Non-Employee Directors Certificate
under the 2005 Long-Term Incentive Plan — Incorfeddnerein by reference to Exhibit 10.1 of
the Registrars Form K Current Report filed August 25, 200t

Form of Restricted Stock Unit Certificate under 20®5 Long-Term Incentive

Plan — Incorporated herein by reference to ExHibitl of the Registrant’s Form 10-Q Quarterly
Report for the quarter ended October 2, 20

Executive Bonus Plan — Incorporated herein by efee to Exhibit 4 of the Registrant’s

Form S-8 Registration Statement filed with the Cassion on November 8, 2005 (file no. 333-
129542).*

Executive Incentive Plan (as amended) — Incorpdrhezrein by reference to Exhibit 10(f) of the
Registrar's Form 1-K Annual Report for the year ended December 3102C

Domestic Deferred Compensation (Certificate of &@ompensation) Plan 4rcorporated herei
by reference to Exhibit 10(g) of the Registrantisri 10-K Annual Report for the year ended
December 28, 2003

Amendments to the Certificate of Extra Compensdftam effective as of January 1, 2009 —
Incorporated herein by reference to Exhibit 10fj)he Registrant’s Form 10-K Annual Report for
the year ended December 28, 20(

2009 Certificates of Long-Term Performance Planneeotporated herein by reference to

Exhibit 10.1 of the Registrant’s Form 10-Q QuastdReport for the quarter ended September 27,
2009.*

Deferred Fee Plan Directors (as amended) — Incatpdrherein by reference to Exhibit 10(h) of
the Registrars Form 1-K Annual Report for the year ended January 2, 20

Amendments to the Deferred Fee Plan for Directffective as of January 1, 2009 Hcorporate:
herein by reference to Exhibit 10(l) of the Regiatts Form 10-K Annual Report for the year
ended December 28, 200¢

Executive Income Deferral Plan (as amended) — pm@ted herein by reference to Exhibit 10(i)
of the Registra’'s Form 1-K Annual Report for the year ended December 2832(C
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Reg. S-K

Exhibit Table Description
Item No. of Exhibit

10(n) Amendments to the Executive Income Deferral Pléecéfe as of January 1, 2009 —
Incorporated herein by reference to Exhibit 10nthe Registrant’s Form 1B-Annual Report fo
the year ended December 28, 20(

10(0) Excess Savings Plan — Incorporated herein by neéeréo Exhibit 10(j) of the Registrant’s Form
1C-K Annual Report for the year ended December 296 <

10(p) Amendments to the Johnson & Johnson Excess Sakiagsffective as of January 1, 2009 —
Incorporated herein by reference to Exhibit 10(ohe Registrant’s Form 1R-Annual Report fo
the year ended December 28, 20(

10(q) Excess Benefit Plan (Supplemental Retirement Plaricorporated herein by reference to
Exhibit 10(h) of the Registra’s Form 1-K Annual Report for the year ended January 3, 29

10(r) Amendments to the Excess Benefit Plan of Johnsdnl@ason and Affiliated Companies effect
as of January 1, 2009 — Incorporated herein byeafee to Exhibit 10(r) of the Registrant’s
Form 1(-K Annual Report for the year ended December 2882C

10(s) Executive Life Insurance Plan — Incorporated hebgimeference to Exhibit 10(i) of the
Registrar’'s Form 1-K Annual Report for the year ended January 3, 9

10(t) Stock Option Gain Deferral Plan — Incorporated hreby reference to Exhibit 10(m) of the
Registrar’'s Form 1-K Annual Report for the year ended January 2, 20

10(u) Estate Preservation Plan — Incorporated hereirefgrence to Exhibit 10(n) of the Registrant’s
Form 1(-K Annual Report for the year ended January 2, 20

10(v) Summary of Compensation Arrangements for Named ke Officers and Directors — Filed
with this document.:

12 Statement of Computation of Ratio of Earnings teHiCharge— Filed with this documen

13 — Pages 30 through 75 of the Company’s Annual Repdshareholders for fiscal year 2010
(only those portions of the Annual Report incorpedsby reference in this report are deemed
“filed”) — Filed with this documen

21 Subsidiarie— Filed with this documen

23 Consent of Independent Registered Public Accourking — Filed with this documen

31(a) Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley Act —
Filed with this documen

31(b) Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley Act —
Filed with this documen

32(a) Certification of Chief Executive Officer Pursuant$ection 906 of the Sarbanes-Oxley Act —
Furnished with this documer

32(b) Certification of Chief Financial Officer Pursuant$ection 906 of the Sarbanes-Oxley Act —
Furnished with this documer

99 Cautionary Statement Pursuant to Private Secultittegation Reform Act of 1995 — “Safe
Harbor” for Forwarc-Looking Statement— Filed with this documen

101 XBRL (Extensible Business Reporting Language) TdilWing materials from Johnson &

Johnson’s Annual Report on Form 10-K for the fisgsr-ended January 2, 2011, formatted in
Extensive Business Reporting Language (XBRL): fphé&blidated Balance Sheets, (ii)
Consolidated Statements of Earnings, (iii) Consaéd Statements of Equity, (iv) Consolidated
Statements of Cash Flows, (v) Notes to the Conatitl Financial Statements, and (vi)
Schedule I— Valuation and Qualifying Account

* Management contract or compensatory p

A copy of any of the Exhibits listed above will ppovided without charge to any shareholder subngjté
written request specifying the desired exhibit¢shie Secretary at the principal executive officEthe Company.
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EXHIBIT 10(v)

Summary of Compensation Arrangements for
Named Executive Officers and Directors

Compensation Arrangements for Named Executive Offiers

Following is a description of the compensation @geaments that have been approved by the Compemgatio
Benefits Committee of the Board of Directors of 3&n & Johnson (the “Compensation Committee”) on
January 10, 2011 for the CompasChief Executive Officer, Chief Financial Officand the other three most hig
compensated executive officers in 2010 (the “Naieecutive Officers”).

Annual Base Salary

The Compensation Committee has approved the fatipwase salaries for 2011 for the Named Executive
Officers:

William C. Weldon $1,915,80!I
Chairman/CEC

Dominic J. Carus: $ 776,50(
Vice President, Finance; CF

Russell C. Deyt $ 899,30(
Vice President, General Coun:

Colleen A. Goggin: $ 827,20
Worldwide Chairman, Consumer Gro

Sherilyn S. McCoy $ 900,00(

Vice Chairman, Executive Committ
* Will retire in March 2011

Annual Performance Bonus

The Compensation Committee has approved the fatipwnnual performance bonus payments under the
Company’s Executive Incentive Plan for performaimc2010 (paid in the form of 85% cash and 15% Campa
Common Stock as determined by the Compensation Gibeehn

Mr. Weldon $1,976,00!
Mr. Carusc $ 900,00(
Mr. Deyo $1,080,00!
Ms. Goggins $ 500,00(
Ms. McCoy $1,125,00!

Stock Option and Restricted Share Unit Gran

The Compensation Committee has approved the fatipwiock option and Restricted Share Unit (“RSU”)
grants under the Company’s 2005 Long-Term Incerilam (the “LTI Plan”). The stock options were gehat an
exercise price of $62.20, at the “fair market val{galculated as the average of the high and laeegrof the
Company’s Common Stock on the New York Stock Exgleduon January 10, 2011. The options will become
exercisable on January 11, 2014 and expire on 3aA0a2021. The RSUs will vest on January 10, 20pbn
which, the holder, if still employed by the Compamysuch date, will receive one share of the Cotyiga@ommon
Stock for each RSU. Due to her intention to refils, Goggins did not receive stock options or R§L.&011.

Mr. Weldon 560,691 stock optiol 46,724 RSU
Mr. Carusc 145,447 stock optiol 12,121 RSU
Mr. Deyo 168,444 stock optiol 14,037 RSU

Ms. McCoy 151,621 stock optiol 12,635 RSU




Non-Equity Incentive Plan Awards

The Compensation Committee has approved the fatipwbn-equity incentive plan awards in recognitién
performance during 2010 under the Company’s Cestiéis of Long-Term Performance (“CLP”) program. féds
awards are not paid out until the earlier of teargdrom the date of grant or retirement or oteemtnation of
employment. As of the grant date, the defined pregalue per CLP was $5.03. The CLP unit value vally over
time based on the performance of the Company. Bhett intention to retire, Ms. Goggins did not ieeeCLPs in
2011.

Mr. Weldon 1,357,85! CLPs
Mr. Carusc 359,84( CLPs
Mr. Deyo 359,84( CLPs
Ms. McCoy 437,370 CLPs

Equity Compensation for Non-Employee Directors

Each Non-Employee Director receives non-retaineitggompensation in the first quarter of each yaader
the LTI Plan in the form of shares of restrictech@®aon Stock having a fair market value of $100,00@h® grant
date. Accordingly, each NoBmployee Director was granted 1,650 shares oficéstr Common Stock under the |
Plan on February 15, 2011. The restricted shark®&iome freely transferable on February 15, 2



JOHNSON & JOHNSON AND SUBSIDIARIES

STATEMENT OF COMPUTATION OF RATIO OF EARNINGS TO FI XED CHARGES ()

(Dollars in Millions)

Fiscal Year Ended

EXHIBIT 12

January 2, January 3, December2& December3C December 31
2011 2010 2008 2007 2006
Determination of Earning:
Earnings Before Provision for Taxes on
Income $16,947 $1575 $ 16,92¢ $ 13,28 $ 14,587
Fixed Charges, less Capitalized Intel 55E 55¢ 53¢ 397 15¢
Total Earnings as Define $17,50: $16,31: $ 17467 $ 13,68( $ 14,74¢
Fixed Charges
Estimated Interest Portion of Rent Expe 10C 107 10z 101 95
Interest Expense before Capitalization of
Interest 52¢ 552 582 42¢€ 181
Total Fixed Charge $ 628 $ 65¢ 9 68€ $ 527 % 27¢€
Ratio of Earnings to Fixed Charg 27.8i 24.7¢ 25.4¢ 25.9¢ 53.42

(M The ratio of earnings to fixed charges is compinedividing the sum of earnings before provisiontéxes on
income and fixed charges by fixed charges. Fixedgds represent interest expense (before intarest i
capitalized), amortization of debt discount anchppropriate interest factor on operating lea
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Management’s Discussion and Analysis of Results @fperations and Financial Condition

Organization and Business Segments
Description of the Company and Business Segmie

Johnson & Johnson and its subsidiaries (the “Coryipdrave approximately 114,000 employees worldwedgaged in the
research and development, manufacture and salerofa range of products in the health care fiehee Company conducts business
in virtually all countries of the world with theiprary focus on products related to human healthveglttbeing.

The Company is organized into three business setsm@ansumer, Pharmaceutical and Medical Devicdsdagnostics. The
Consumer segment includes a broad range of prodeetsin the baby care, skin care, oral care, waaneland women'’s health care
fields, as well as nutritional and over-the-coumiearmaceutical products and wellness and preveptatforms. These products are
marketed to the general public and sold both ilrettlets and distributors throughout the woflltie Pharmaceutical segment
includes products in the following areas: anti-atfee, antipsychotic, contraceptive, dermatologgstgointestinal, hematology,
immunology, neurology, oncology, pain managemedtarology. These products are distributed diretdlyetailers, wholesalers a
health care professionals for prescription use. Nledical Devices and Diagnostics segment include®ad range of products
distributed to wholesalers, hospitals and retailsed principally in the professional fields by pityans, nurses, therapists, hospitals,
diagnostic laboratories and clinics. These prodinciside Biosense Webster’s electrophysiology potstuCordis’ circulatory disease
management products; DePuy'’s orthopaedic jointrrsizaction, spinal care, neurological and sportdioiee products; Ethicon’s
surgical care, aesthetics and women'’s health ptedithicon Endo-Surgery’s minimally invasive seajiproducts and advanced
sterilization products; LifeScan’s blood glucosenitaring and insulin delivery products; Ortho-Ctal Diagnostics’ professional
diagnostic products and Vistakon’s disposable ainéses.

The Company’s structure is based upon the principtiecentralized management. The Executive Coraeniif Johnson &
Johnson is the principal management group resplernfsibthe operations and allocation of the resesitaf the Company. This
Committee oversees and coordinates the activifidfseoConsumer, Pharmaceutical and Medical DevacesDiagnostics business
segments.

In all of its product lines, the Company competéth \wompanies both local and global, located thhmug the world. Competitic
exists in all product lines without regard to thenber and size of the competing companies invol@aanpetition in research,
involving the development and the improvement aff @&d existing products and processes, is partiguggnificant. The
development of new and innovative products is irtgrdrto the Company’s success in all areas ofusiness. This also includes
protecting the Company’s portfolio of intellectymbperty. The competitive environment requires &gl investments in
continuing research and in maintaining sales foriceaddition, the development and maintenanceausfamer demand for the
Company’s consumer products involves significamesditures for advertising and promotion.

Managemen's Objectives

The Company manages within a strategic framewaoriediat achieving sustainable growth. To accompligh the Company’s
management operates the business consistent wittincstrategic principles that have proven sudatsser time. To this end, the
Company participates in growth areas in human healte and is committed to attaining leadershijitipos in these growth areas
through the development of high quality, innovagireducts and services. New products introducebimvithe past five years
accounted for approximately 25% of 2010 sales 002 $6.8 billion, or 11.1% of sales, was investeresearch and development.
This investment reflects managemsrtbmmitment to the importance of ongoing develapmoénew and differentiated products ¢
services to sustain long-term growth.

With more than 250 operating companies locatedinduntries, the Company views its principle ofetdcalized management
an asset and fundamental to the success of a prbaskd business. It also fosters an entreprehspiié, combining the extensive
resources of a large organization with the abititanticipate and react quickly to local marketraes and challenges.

The Company is committed to developing global bessneaders who can drive growth objectives. Bgsieeare managed for
the longterm in order to sustain leadership positions ardexe growth that provides an enduring sourceatife’to our shareholde

Our Credo unifies the management team and the Quoyigppdedicated employees in achieving these oljestiand provides a
common set of values that serve as a constant demaf the Company'’s responsibilities to its custesnemployees, communities
and shareholders. The Company believes that trese jrinciples, along with its overall missionimfproving the quality of life for
people everywhere, will enable Johnson & Johnsatdinue to be among the leaders in the healtnicaustry.

Results of Operations

Analysis of Consolidated Sale

In 2010, worldwide sales decreased 0.5% to $61li6rbicompared to a decrease of 2.9% in 2009 anideease of 4.3% in
2008. These sales changes consisted of the folipwin

Sales (decrease)/increase Due | 2010 2009 2008
Volume (0.5% (0.2) 1.1




Price (0.9 (0.1) o.8
Currency 0.€ (2.6) 24
Total 0.5% (2.9) 4.2

Sales by U.S. companies were $29.5 billion in 2&B0,9 billion in 2009 and $32.3 billion in 200&i% represents a decrease of
4.7% in 2010, a decrease of 4.4% in 2009 and adserof 0.4% in 2008. Sales by international conegamere $32.1 billion in
2010, $31.0 billion in 2009 and $31.4 billion inG& This represents an increase of 3.6% in 20tl@ceease of 1.4% in 2009 and an
increase of 9.7% in 2008, respectively.
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The five-year compound annual growth rates for dwitle, U.S. and international sales were 4.0%, (an®7.7%, respectively.
The ten-year compound annual growth rates for wadd, U.S. and international sales were 7.8%, 5ab6% 10.5%, respectively.
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Sales in Europe experienced a decline of 2.7% dlirtuoperational growth of 0.5% and a negative icbfframm currency of 3.29
Sales in the Western Hemisphere (excluding the)dchieved growth of 7.6% including an operatiatedline of 0.5% and an
increase of 8.1% related to the positive impaaufency. Sales in the Asia-Pacific, Africa regamhieved growth of 11.7%,
including operational growth of 5.5% and an inceeaf6.2% related to the positive impact of curgenc

In 2010, 2009 and 2008, the Company did not haugstomer that represented 10% or more of totalamtested revenues.

2009 results benefited from the inclusion of a 58esk. (See Note 1 to the Consolidated Financete8tents for Annual Closit
Date details). The Company estimated that thelfisear 2009 growth rate was enhanced by approxign@té% due to the
53rd week.

U.S. Health Care Reform

The Patient Protection and Affordable Care Act imedHealth Care and Education Reconciliation AQ@E0 were signed into
law during March 2010. The newly enacted healtle caform legislation included an increase in theimum Medicaid rebate rate
from 15.1% to 23.1% and also extended the rebadeuigs provided through Medicaid managed care drgéons. The 2010 impact
was an increase in sales rebates reducing salesueby approximately $400 million. The 2011 fidhy impact to sales of the
legislation is estimated to be $400 — $500 million.

Beginning in 2011, companies that sell brandedagpigtson drugs to specified U.S. Government proggamil pay an annual non-
tax deductible fee based on an allocation of thepamny’s market share of total branded prescripiay sales from the prior year.
The estimate of the impact on the Company in 282150 — $200 million. Beginning in 2013, the Compavill be required to pay
a tax deductible 2.3% excise tax imposed on thee ¢fatertain medical devices.
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Segment &0
{in billions of collars)

50

B Cansumer a0 —
B Pharmacaulics
Medical Deyices 30
and Diagrastics
20
12
-] o8 u

o

Analysis of Sales by Business Segments

Consumer Segment

Consumer segment sales in 2010 were $14.6 bibialecrease of 7.7% from 2009, with 8.9% of thimgeadue to an operatior
decline partially offset by positive currency impa€ 1.2%. U.S. Consumer segment sales were $Bi&nbia decrease of 19.3%.
International sales were $9.1 billion, an increafsgé.2%, with an operational decline of 1.0% offsgtpositive currency impact of
2.2%.

The Over-the-Counter (OTC) Pharmaceuticals andifiurtals franchise sales were $4.5 billion, a dasesof 19.2% from 2009.
Sales were negatively impacted by the voluntarglteof certain OTC products announced earliehenytear and suspension of
production at McNeil Consumer Healthcare’s Fort Wiagton, Pennsylvania facility. McNeil's recalls pfoducts manufactured at
both Las Piedras and Fort Washington facilitiesaoipd the total year sales by approximately $900omi



Alternate supplies of products are planned to lzél@ve in the latter half of 2011. McNeil Consunhtgalthcare submitted its
Comprehensive Action Plan (CAP) to the U.S. Foadl Rrug Administration (FDA) on July 15, 2010, whiehcompasses, among
other items, training, resources and capital imaests in quality and manufacturing systems actesdcNeil organization. The

Major Consumer Franchise Sales:

% Change
(Dollars in Millions) 2010 2009 2008 '10vs’0¢  '09vs.'08
OTC Pharmaceuticals & Nutritione $ 4,54¢ 563( 589 (19.9% (4.5)
Skin Care 3,452 3,461 3,381 (0.4) 2.t
Baby Care 2,20¢ 2,11t 2,21« 4.4 (4.5)
Womer's Health 1,84« 1,89t 1,911 2.7 (0.8
Oral Care 1,52¢ 1,56¢ 1,62¢ 2.7) 3.9
Wound Care/Othe 1,01C 1,127 1,03C (10.9 9.4
Total $14,59( 15,80: 16,05¢ (7.0% (1.€)
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Company continues to communicate with the FDA ane®iation actions and is on schedule with the camenrits made in the CAP.

The Skin Care franchise sales were $3.5 billioteeline of 0.4% compared to the prior year dueairt o a temporary reduction
in shipments of Neutrogena products due to prosiugply constraints partially offset by growth irtAVEENO®, JOHNSON’s®
Adult, LE PETIT MARSEILLAIS® and DABAO® skin care lines. The Baby Care franchise sales fgeh4% to $2.2 billion in
2010, primarily due to growth in the Asia Pacifegion partially offset by the impact of the econogituation in Venezuela. The
Women'’s Health franchise sales were $1.8 billiodeerease of 2.7% primarily due to increased coitigepressures and the impact
of the economic situation in Venezuela. The OrakeGeanchise sales were $1.5 billion, a decreage b primarily due to the
divestiture of the EFFERDEN®¥/Effergrip® brands in the fiscal fourth quarter of 2009 anddosales of mouth rinses and
toothbrushes in the United States. The Wound Cé#énefGranchise sales were $1.0 billion, a decrefd4®.4% primarily due to
private label competition and slower category growt

Consumer segment sales in 2009 were $15.8 bibiatecrease of 1.6% from 2008, with 2.0% of thisxgeadue to operational
growth and negative currency impact of 3.6%. U.@1slimer segment sales were $6.8 bhillion, a decrdakd%. International sales
were $9.0 billion, a decrease of 1.7%, with growftd.7% achieved by operations and a decreasel®$ 6esulting from the negative
impact of currency fluctuations.

Pharmaceutical Segmer

Pharmaceutical segment sales in 2010 were $22idnbid decrease of 0.6% from 2009, with an opereti decline of 1.0% and
positive currency impact of 0.4%. U.S. sales wdr2. % billion, a decrease of 4.0%. Internationa¢savere $9.9 billion, an increase
of 4.2%, which included 3.4% operational growth angbsitive currency impact of 0.8%. Pharmaceusegiment sales in 2010 were
reduced by approximately $400 million as a restll &. health care reform legislation.

REMICADE @ (infliximab), a biologic approved for the treatmearita number of immune mediated inflammatory diseas
achieved sales of $4.6 billion in 2010, with growft7.1% over the prior year. U.S. export salesvg?2d.3% versus the prior year
primarily driven by market growth. REMICADEis competing in a market that is experiencing iasegl competition due to new
entrants, including the successful launches of SYEA ® (ustekinumab) and SIMPOMI(golimumab) and the expansion of
indications for existing competitors.

PROCRIT® (Epoetin alfa) and EPREX(Epoetin alfa) had combined sales of $1.9 billior2010, a decline of 13.9% compared
to the prior year. Lower sales of PROCRIand EPREX® were primarily due to the declining markets for tBrgpoiesis Stimulatin
Agents (ESAs). EPREX also experienced increased competition.

RISPERDAL® CONSTA® (risperidone), a long-acting injectable antipsyahaichieved sales of $1.5 billion in 2010,
representing an increase of 5.3% as compared foritveyear. Solid growth of 16.4% was achievedsié the U.S., with very strong
growth in Japan. In the U.S. the successful lawfdNVEGA ® SUSTENNA™ (paliperidone palmitate) also increased the gravfith
the long-acting injectable antipsychotic market.

LEVAQUIN @ (levofloxacin)/FLOXIN® (ofloxacin) sales were $1.4 billion, a decline of3P versus the prior year primarily ¢
to the decline in the market and increased peln@traf generics. Market exclusivity in the U.S. e®p in June 2011. The expiration
of a product’s market exclusivity is likely to rdisin a significant reduction in sales.

CONCERTA® (methylphenidate HCI), a product for the treatmafrdttention deficit hyperactivity disorder (ADHDjchieved
sales of $1.3 billion in 2010, a decrease of 0.8%hgared to the prior year. Sales growth in the W& impacted by lower market
share and the health care reform legislation edant&arch 2010 resulting from changes to rebatddedicaid managed care
organizations. On November 1, 2010, the Compamgredtinto a U.S. supply and distribution agreemétit Watson Laboratories,
Inc. to distribute an authorized generic versio€@NCERTA® beginning May 1, 2011. This authorized generic twis likely to
result in a significant reduction in CONCER®Asales.

VELCADE ® (bortezomib), a product for the treatment for npitimyeloma, for which the Company has commerdajits in
Europe and the rest of the world outside the aé&hjeved sales of $1.1 billion in 2010, represenéin increase of 15.8% as
compared to the prior year.

ACIPHEX ® /PARIET ® (rabeprazole sodium) sales were $1.0 billion, dineof 8.2% versus the prior year due to increased
competition from generics in the category.

TOPAMAX @ (topiramate), experienced a sales decline of 5&8&tpared to the prior year. Market exclusivity T@PAMAX @
expired in March 2009 in the U.S. and in Septen20€9 in most European countries. Multiple genen@ge entered the market. Li
of market exclusivity for the TOPAMAX patent has resulted in the significant reductiosadés in the U.S. and Europe.

In 2010, Other Pharmaceutical sales were $9.Dbbijlliepresenting a growth of 6.6% over the pri@ry€ontributors to the
increase were sales of STELARAustekinumab), SIMPON? (golimumab),

Major Pharmaceutical Product Revenues*:

% Change
(Dollars in Millions) 2010 2009 2008 '10vs.’0S '09 vs.’08
REMICADE @ (infliximab) $ 4,61C 4,30¢ 3,74¢ 7.1% 14.¢

PROCRIT® /EPREX® (Epoetin alfa) 1,93¢ 2,248 2460 (13.9 (8.7)



RISPERDAL® CONSTA® (risperidone’ 1,50C 1,42 1,30¢ 518 8.9
LEVAQUIN ®/FLOXIN ®(levofloxacin/ofloxacin 1,357 1,55C 1,591 (12.5) (2.6)
CONCERTA® (methylphenidate HCI 1,31¢ 1,32¢ 1,247 (0.5 6.3
VELCADE ® (bortezomib) 1,08( 932 787 15.¢ 18.€
ACIPHEX ® /PARIET ® (rabeprazole sodiun 1,00¢ 1,09¢ 1,15¢ (8.2) (5.4)
TOPAMAX @ (topiramate’ 53¢ 1,151 2,731  (53.9 (57.9
Other Pharmaceutica 9,05z 8,49C 9,53¢ 6.€ (11.0)
Total $22,39¢ 22,52( 24,56 0.6% (8.9

* Prior year amounts have been reclassified to canforcurrent presentatio
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PREZISTA® (darunavir), INTELENCE® (etravirine), NUCYNTA® (tapentadol) and INVEGA SUSTENN®A(paliperidone
palmitate). This growth was partially offset by lemsales of DURAGESI@ /Fentanyl Transdermal (fentanyl transdermal system)
and RISPERDAL® /risperidone oral due to continued generic comipetit

During 2010, several new compounds were filed égufatory approval. These included abirateroneaseean investigational
agent for the treatment of metastatic, advancesitat® cancer which was granted priority reviewhimt).S. and accepted for
accelerated assessment in Europe, and telaprevieJaped in collaboration with Vertex Pharmaceugidacorporated, for hepatitis C
which was filed and accepted for accelerated assagsn Europe. TMC 278 (rilpivirine) for HIV in@atment-naive patients was
filed in both the U.S. and Europe. Rivaroxabanaati-coagulant co-developed with Bayer HealthChas, been filed in the U.S. for
the prevention of stroke in patients with atrisr€ilation. The Company also responded to the FDAete response letter for its
review of the rivaroxaban filing for preventing geesin thrombosis and pulmonary embolism followiatal knee and hip
replacement surgery.

Pharmaceutical segment sales in 2009 were $22iénbid decrease of 8.3% from 2008, with an opereti decline of 6.1% and
the remaining 2.2% due to the negative impact afeticy fluctuations. U.S. sales were $13.0 billiamecrease of 12.1%.
International sales were $9.5 billion, a decreds2&%o, which included 3.0% operational growth andiecrease of 5.6% resulting
from the negative impact of currency fluctuations.

Medical Devices and Diagnostics Segmi

The Medical Devices and Diagnostics segment acHisates of $24.6 billion in 2010, representingraoréase of 4.4% over the
prior year, with operational growth of 3.4% andasifive currency impact of 1.0%. U.S. sales werg.&billion, an increase of 3.6%
over the prior year. International sales were $b8I@n, an increase of 5.0% over the prior yemsith growth of 3.0% from
operations and a positive currency impact of 2.0%.

The DePuy franchise achieved sales of $5.6 biilio2010, a 4.0% increase over the prior year. §hisvth was primarily due to
an increase in the knee and Mitek sports medicindyzt lines, and outside the U.S., growth of tipednoduct line. Pressure on
pricing continued as a result of economic trendsydver new product launches and incremental séleswaly acquired products
from Micrus Endovascular Corporation have mitigagethe of the impact. In August 2010, DePuy Orthdmae Inc. (DePuy)
announced a worldwide voluntary recall of its ABRL Acetabular System and DePuy ASRHip Resurfacing System used in hip
replacement surgery, principally sold between 2803 2009.

The Ethicon Endo-Surgery franchise achieved sdl&4.8 billion in 2010, a 5.9% increase over thiepyear. This was
attributable to growth in the endoscopy, Advancestifization, HARMONIC®, SurgRx and ENSEAR product lines. The growth
was partially offset by the divestiture of the Bse@are business in the third quarter of 2010.

The Ethicon franchise achieved sales of $4.5 biliiv2010, a 9.2% increase over the prior year.groath was attributable to
sales of newly acquired products from Acclarent, In addition to growth in the sutures, Mentogshirgical, Women’s Health and
Urology, and mesh product lines.

The Vision Care franchise achieved sales of $dliotiin 2010, a 6.9% increase over prior year @ity driven by
1-DAY ACUVUE ® TruEye™, ACUVUE ® OASYS™ for Astigmatism, and 1-DAY ACUVUER MOIST @, partially offset by lowe
sales of reusable lenses. During 2010, the ComaadyNovartis AG, CIBAVISION Corporation and CIBA $SION AG agreed to
resolve all pending patent litigation on a worldeiolasis enabling the Company to reenter the mairk&snce and the Netherlands.

Sales in the Cordis franchise were $2.6 billiodealine of 4.7% versus the prior year. The dedleflects lower sales of the
CYPHERZ® Sirolimus-<eluting Coronary Stent due to increased global aitipn. The decline was partially offset by stragrgwth of
the Biosense Webster business.

Sales in the Diabetes Care franchise were $2i6milh 2010, a 1.2% increase over the prior yehrs Was primarily attributable
to growth in the U.S. and Asia Pacific region alyi offset by a sales decline in Europe.

The Ortho-Clinical Diagnostics franchise achievelds of $2.1 billion in 2010, a 4.6% increase dherprior year. Growth was
primarily attributable to sales of the VITR®%600 and 3600 analyzers partially offset by lowaes in donor screening primarily
due to more selective screening for Chagas testitige U.S.

The Medical Devices and Diagnostics segment actiisa&es of $23.6 billion in 2009, representingraoréase of 1.9% over the
prior year, with operational growth of 4.2% andegative currency impact of 2.3%. U.S. sales wefieGhillion, an increase of 4.5
over the prior year. International sales were $billton, a decrease of 0.2%, with growth of 4.084nf operations and a decrease of
4.2% resulting from the negative impact of currefiogtuations.

Major Medical Devices and Diagnostics Franchise Ses:

% Change
(Dollars in Millions) 2010 2009 2008 '10vs.’09  '09vs.'08
DEPUY® $ 5585 5,372 5,13¢ 4.C% 4.6
ETHICON ENDC-SURGERY® 4,75¢ 4,49 4,28¢ 5.€ 4.8
ETHICON® 4,50 4,12: 3,84(C 9.2 7.3

Vision Care 2,68( 2,50¢ 2,50C 6. 0.2



CORDIS® 2,552 2,67¢ 2,98¢ (4.7 (10.9)

Diabetes Car 2,47C 2,44C 2,53t 1.2 (3.7
ORTHC-CLINICAL DIAGNOSTICS ® 2,05¢ 1,96 1,841 4.€ 6.€
Total $24,60. 23,57¢ 23,12¢ 4.4% 1.¢

Analysis of Consolidated Earnings Before Provisiofior Taxes on Income

Consolidated earnings before provision for taxemoome increased by $1.1 billion to $16.9 billior2010 as compared to the
$15.8 billion earned in 2009, an increase of 7.6%e increase was primarily related to lower sellimgrketing and administrative
expenses due to cost containment actions restittngthe restructuring plan initiated and implenszhin 2009, income from
litigation settlements and the gain on the divestitof the Breast Care business of Ethicon EBdugery, Inc. This was partially offs
by costs associated with product liability expeasd the impact of the OTC and DePuy ASRip recalls. Additional offsets were
lower
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net selling prices in the Pharmaceutical businegstd U.S. health care reform and price reductiorertain Medical Devices and
Diagnostics businesses. The 2009 decrease of G3%napared to $16.9 billion in 2008 was primaréiated to lower sales, the
negative impact of product mix, lower interest imedue to lower rates of interest earned and m&sting charges of $1.2 billion.
This was partially offset by lower selling, marketiand administrative expenses due to cost contihgefforts across all the
businesses. The 2008 earnings included purchagewaess research and development (IPR&D) charg#6.@fbillion and increas:
investment spending in selling, marketing and adstiaitive expenses utilized from the proceeds aasatwith the divestiture of the
Professional Wound Care business of Ethicon, Iiscafercent to sales, consolidated earnings bpforgsion for taxes on income
2010 was 27.5% versus 25.4% in 2009.

The sections that follow highlight the significam@mponents of the changes in consolidated earhiefgse provision for taxes on
income.

Cost of Products Sold and Selling, Marketing anchixdistrative Expenses:Cost of products sold and selling, marketing and
administrative expenses as a percent to salesasdmlows:

% of Sales 2010 2009 2008
Cost of products sol 30.5% 29.¢ 29.1
Percent point increase over the prior y 0.7 0.7 —
Selling, marketing and administrative exper 31.t 32.C 33.7
Percent point (decrease)/increase over the priar (0.5) (@7 0.2

In 2010, cost of products sold as a percent tassat@eased compared to the prior year primarily thucosts associated with the
impact of the OTC recall and remediation effortshie Consumer business, lower net selling pricésarPharmaceutical business
to U.S. health care reform and price reductionsentain Medical Devices and Diagnostics businegsadgitionally, unfavorable
product mix attributable to the loss of market esotity for TOPAMAX @ contributed to the increase. There was a decreabe i
percent to sales of selling, marketing and adnritise expenses in 2010 compared to the prior ggararily due to cost containme
initiatives principally resulting from the restrucing plan implemented in 2009. The decrease wesgafha offset by lower net selling
prices in the Pharmaceutical business due to W&thcare reform and price reductions in certagdidal Devices and Diagnostics
businesses.

In 2009, cost of products sold as a percent tassatgeased compared to the prior year primarily uthe continued negative
impact of product mix and inventory write-offs assted with the restructuring activity. Additiongl2008 included some non-
recurring positive items. There was a decreaskdrpercent to sales of selling, marketing and ahtnaiive expenses in 2009
compared to the prior year primarily due to costtamment efforts across all the businesses andrthealized savings recognized
from the 2007 restructuring program. In addition2008 the Company utilized the proceeds associgitadhe divestiture of the
Professional Wound Care business of Ethicon, méund increased investment spending.

In 2008, cost of products sold as a percent tasgalmained flat to the prior year. The change énrtiix of businesses, with higl
sales growth in the Consumer business and a siaés decline in the Pharmaceutical business, nadative impact on the cost of
products sold as a percent to sales. In 2008wtassoffset by manufacturing efficiencies and natureng positive items in 2008 and
negative items in 2007. There was an increaseeipéncent to sales of selling, marketing and adstrative expenses in 2008
primarily due to the change in the mix of busingsseéhereby a greater proportion of sales werebattible to the Consumer segme
which has higher selling, marketing and administeaspending. Additionally, in 2008 the Companyizgid the gain associated with
the divestiture of the Professional Wound Carermss of Ethicon, Inc. to fund increased investnspending. This was partially
offset by ongoing cost containment efforts.

Research and Development expense (excluding pwdhasprocess research and development chargessdment of business
was as follows:

2010 2009 2008
(Dollars in Millions) Amount % of Sales’ Amount % of Sales’ Amount % of Sales’
Consume $ 60¢ 4.2% 632 4.C 624 3.¢
Pharmaceutice 4,43: 19.¢ 4,591 20.4 5,09t 20.7
Medical Devices and Diagnosti 1,80: 7.3 1,762 7.t 1,85¢ 8.C
Total research and development expe $ 6,84« 11.1% 6,98¢ 11.2 7,57 11.¢
Percent (decrease)/increase over the prior (2.0% (7.8) (1.3

* As a percent to segment sa

Research and Development ExpendResearch and development activities represeighdisant part of the Compang’busines:
These expenditures relate to the development ofgreducts, improvement of existing products, techhsupport of products and
compliance with governmental regulations for thet@ction of consumers and patients. The Compangirentommitted to investir
in research and development with the aim of dedliaghigh quality and innovative products.

Restructuring: In 2009, the Company announced global restrugjuriitiatives that are expected to generate preaanual cost
savings of approximately $1.5 billion when fullyplemented in 2011. The associated savings hasdedédditional resources to
invest in new growth platforms; ensure the sucegéatinch of the Compars many new products and continued growth of the



businesses; and provide flexibility to adjust te thanged and evolving global environment. In ibeaf fourth quarter of 2009,
the Company recorded a pre-tax charge of $1.2bijllbf which $113 million was included in cost @bducts sold.

See Note 22 to the Consolidated Financial Statesrfentdditional details related to the restructgri

Purchased In-Process Research and Developm@&sginning in 2009, in accordance with U.S. GAAP fusiness
combinations, purchased in-process research arelafewent (IPR&D) is no longer expensed but cagiéaliand tested for
impairment. The Company capitalized approximaté@y2®illion of IPR&D in 2010, primarily associatedth the acquisitions of
Acclarent, Inc., RespiVert Ltd. and Micrus Endowdac Corporation. The Company capitalized $1.7dsillof IPR&D in 2009,
primarily associated with the acquisitions of CauBetechnology, Inc. and substantially all of gmsets and rights of Elan related to
its Alzheimer’'s Immunotherapy Program.
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In 2008, the Company recorded a charge for IPR&B1&E1 million before and after tax related to thquasitions of Amic AB,
SurgRXx, Inc., HealthMedia, Inc. and Omrix Biophaomiaticals, Inc. HealthMedia, Inc., a privately heimpany that creates web-
based behavior change interventions, accounte®i7fonillion before tax of the IPR&D charges and waduded in the operating
profit of the Consumer segment. The IPR&D chargesfl of the following acquisitions were includedthe operating profit of the
Medical Devices and Diagnostics segment. Amic ABwaedish developer of in vitro diagnostic technadsdor use in
point-of-care and negratient settings (outside the physical faciliti€she clinical laboratory), accounted for $40 naitlibefore tax ¢
the IPR&D charges. SurgRX, Inc., a privately heddaloper of the advanced bipolar tissue sealintgsysised in the ENSEA®
family of devices, accounted for $7 million bef¢a of the IPR&D charges. Omrix Biopharmaceutichis,, a fully integrated
biopharmaceutical company that develops and mabkessirgical and immunotherapy products, accoufge127 million before
tax of the IPR&D charges.

Other (Income) Expense, Ne©Other (income) expense, net includes royaltyimepgains and losses related to the sale and write-
down of certain investments in equity securitielsl iy Johnson & Johnson Development Corporatiomsgand losses on the
disposal of property, plant and equipment; curregeins and losses; non-controlling interests; a@ightion settlements. The
favorable change of $0.2 billion in other (incore&pense, net, in 2010 as compared to 2009, wasplyndue to a net gain from
litigation settlements and the gain on the divastitf businesses partially offset by product ligbexpense.

In 2009, other (income) expense, net includeditigation settlements of $0.4 billion. In 2008, eti{income) expense, net
included income from net litigation settlements amdards of $0.5 billion and a gain of $0.5 billfsam the divestiture of the
Professional Wound Care business of Ethicon, Inc.

Operating Profit by Segment
Operating profits by segment of business were lk@ae:

Percent of

Segment Sale
(Dollars in Millions) 2010 2009 2010 2009
Consume $ 2,342 2,47 16.1% 15.7
Pharmaceutice 7,08¢ 6,41 31.€ 28t
Medical Devices and Diagnosti 8,272 7,694 33.6 32.€
Total (1) 17,70C 16,58: 28.7 26.¢
Less: Expenses not allocated to segm(@ 758 827
Earnings before provision for taxes on incc $16,94° 15,75f 27.5% 25.Z

(1) See Note 18 to the Consolidated Financial Statesrfentmore details.

(2 Amounts not allocated to segments include intgirsbme) expense, non-controlling interests, antbga corporate (income)
expense

Operating Profit &
by Segment

n billions of gollars)
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Consumer Segmentin 2010, Consumer segment operating profit deg@®.4% from 2009. The primary reasons for the
decrease in the operating profit were lower sabekhagher costs associated with the recall of ae@ C products and the
suspension of production at McNeil Consumer Healtls Fort Washington, Pennsylvania facility. Ir020Consumer segment
operating profit decreased 7.4% from 2008. The arynmeasons for the decrease in operating profie 869 million of restructurir
charges, partially offset by cost containment atities in 2009.

Pharmaceutical Segmentin 2010, Pharmaceutical segment operating prafieased 10.5% from 2009. The primary reason
the increase in operating profit were lower mantufidagg costs, the gain on a divestiture, and bésnéfbm cost improvement
initiatives related to the restructuring plan impknted in 2009, partially offset by $333 millionex{pense related to litigation
matters, increased product liability expense amdrttpact of the newly enacted U.S. health caremetegislation. In 2009,
Pharmaceutical segment operating profit decreaSetdd from 2008. The primary reasons for the deer@asperating profit were
$496 million of restructuring charges, $92 milliofilitigation expense and negative product mix tluthe loss of market exclusivity
for TOPAMAX ® and RISPERDAL® oral.

Medical Devices and Diagnostics Segmemit: 2010, Medical Devices and Diagnostics segmeetating profit increased 7.5%
from 2009. The improved operating profit was due tgain of $1.3 billion from net litigation matteaad the gain on the divestiture
the Breast Care business recorded in 2010. Thigpeudislly offset by increased product liabilitypense, $280 million of costs
associated with the DePuy AS™ Hip recall program and price reductions in certdiedical Devices and Diagnostics businesse



2009, the operating profit in the Medical Devicesl iagnostics segment increased 6.5% from 2008.iMproved operating
profit was due to a $478 million gain from netddtion settlements, favorable product mix, manufigig efficiencies and cost
containment initiatives related to selling, markgtand administrative expenses. This was partidfset by $321 million in
restructuring charges.

Interest (Income) Expensetnterest income in 2010 increased by $17 milbwer the prior year due to higher average cash
balances. Cash, cash equivalents and marketahlatiectotaled $27.7 billion at the end of 2010¢d averaged $23.6 billion as
compared to the $15.6 billion average cash balan2609. The increase in the average cash balaaseuimarily due to cash
generated from operating activities and net cashgads from litigation matters and divestitures.

Interest expense in 2010 was relatively flat asganmad to 2009 due to a lower average rate despiighar debt balance. The
total debt balance at the end of 2010 was $16li81bias compared to $14.5 billion at the end of20Che higher average debt
balance of $15.7 billion in 2010 versus $13.5 tillin 2009 was due to increased borrowings. Thefgamyincreased borrowings,
capitalizing on favorable terms in the capital netsk The proceeds of the notes were used for ger@arate purposes.

Interest income in 2009 decreased by $271 milloo@npared to 2008 due to lower rates of interstezl despite higher
average cash balances. The cash balance, inclodingetable securities, was $19.4 billion at the @n2i009, and averaged
$15.6 billion as compared to the $12.2 billion @ager cash balance in 2008. The increase in thegwessh balance was primarily
due to cash generated from operating activities.

Interest expense in 2009 increased by $16 millbocmpared to 2008 due to a higher debt balaneen&hdebt balance at the
end of 2009 was $14.5 billion as compared to $billi®n at the end of 2008. The higher average deldince of $13.5 billion in
2009
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versus $12.9 billion in 2008 was primarily relatedunding acquisitions and investments and thelmse of the Company’s
Common Stock under the ongoing Common Stock repseeprogram announced on July 9, 2007.

Interest income in 2008 decreased by $91 millioncmspared to 2007 due to lower rates of interesteshdespite higher average
cash balances. The cash balance, including matketaburities, was $12.8 billion at the end of 2G0&1 averaged $12.2 billion as
compared to the $6.6 billion average cash balam@®07. The increase in the average cash balare@nvaarily due to cash
generated from operating activities.

Interest expense in 2008 increased by $139 mii®onompared to 2007 due to a higher debt balantkelsecond half of 2007,
the Company converted some of its short-term defikéd long-term debt at higher interest ratese Tt debt balance at the end of
2008 was $11.9 billion as compared to $9.5 billbithe end of 2007. The higher debt balance in 20@8primarily due to the
purchase of the Company’s Common Stock under tigeing Common Stock repurchase program announcédlgr®, 2007 and to
fund acquisitions.

Provision for Taxes on IncomeThe worldwide effective income tax rate was 21i8%010, 22.1% in 2009 and 23.5% in 2008.
The 2010 tax rate decreased as compared to 200@ dieereases in taxable income in higher taxdioi®ns relative to taxable
income in lower tax jurisdictions and certain W& adjustments. The 2009 tax rate decreased ggacedhto 2008 due to increases
in taxable income in lower tax jurisdictions rel&tito taxable income in higher tax jurisdictions.

Liquidity and Capital Resources
Liquidity & Cash Flows

Cash and cash equivalents were $19.4 billion aetiteof 2010 as compared with $15.8 billion atehd of 2009. The primary
sources of cash that contributed to the $3.6 hiliicrease versus the prior year were $16.4 bitiboash generated from operating
activities, $2.4 billion net proceeds from long atrtterm debt and $0.5 billion proceeds from the digpo§assets. The major u:
of cash were capital spending of $2.4 billion, asiions of $1.3 billion, net investment purchasé$4.7 billion, dividends to
shareholders of $5.8 billion, and the repurchasearimon Stock, net of proceeds from the exercisgptbns, of $1.6 billion.

Cash flows from operations were $16.4 billion il@0The major sources of cash flow were net incofrgl 3.3 billion, adjusted
for non-cash charges for depreciation, amortizastock based compensation and deferred tax poovidi $3.9 billion. The
remaining changes to operating cash flow were as®e in accounts receivable, inventories and eissts.

In 2010, the Company continued to have accesstiidity through the commercial paper market. Fatitahal details on
borrowings, see Note 7 to the Consolidated FindiStatements.

The Company anticipates that operating cash flewisting credit facilities and access to the conuia¢paper markets will
provide sufficient resources to fund operating 1seéed2011.

Operating H
Cash Flow and
Capital Expenditures

(in billions of dollars)

Capital Ex;
Oparaling Cash Flow a

08 09 L%

Financing and Market Risk

The Company uses financial instruments to manag@ipact of foreign exchange rate changes on dasis.fAccordingly, the
Company enters into forward foreign exchange coigré protect the value of certain foreign curgeassets and liabilities and to
hedge future foreign currency transactions prirgaglated to product costs. Gains or losses orethestracts are offset by the gains
or losses on the underlying transactions. A 10%epation of the U.S. Dollar from the January 21 P@narket rates would increase
the unrealized value of the Company’s forward caets by $239 million. Conversely, a 10% deprecratibthe U.S. Dollar from the
January 2, 2011 market rates would decrease thealired value of the Company’s forward contract$®92 million. In either
scenario, the gain or loss on the forward contramtld be offset by the gain or loss on the undagytransaction, and therefore,
would have no impact on future anticipated earnanys cash flows.

The Company hedges the exposure to fluctuationarirency exchange rates, and the effect on ceataiats and liabilities in
foreign currency, by entering into currency swapteacts. A 1% change in the spread between U.Sfaain interest rates on the
Company’s interest rate sensitive financial insteats would either increase or decrease the uneeldialue of the Company’s swap
contracts by approximately $212 million. In eitlseenario, at maturity, the gain or loss on the seapract would be offset by the
gain or loss on the underlying transaction, andefoee, would have no impact on future anticipatash flows.

The Company does not enter into financial instrusméor trading or speculative purposes. Furthex,Gompany has a policy of
only entering into contracts with parties that havéast ai“A” (or equivalent) credit rating. The counterpartiethese contracts a



major financial institutions and there is no sigraht concentration of exposure with any one cayatigy. Management believes
the risk of loss is remote.

The Company has access to substantial sourcesdd fit numerous banks worldwide. In September 20€0Company secured
a new 364-day Credit Facility. Total credit avai@ato the Company approximates $10 billion, whighiees September 22, 2011.
Interest charged on borrowings under the credit digreement is based on either bids provided blgshdme prime rate or London
Interbank Offered Rates (LIBOR), plus applicablegies. Commitment fees under the agreement arenaterial.

Total borrowings at the end of 2010 and 2009 wé& &billion and $14.5 billion, respectively. Threiease in borrowings
between 2010 and 2009 was a result of financingémeral corporate purposes and the continuatitéimeo€ompany’s Common
Stock repurchase program announced in 2007. In,2@&t@ash (cash and current marketable securigt®f debt) was $10.9 billion
compared to net cash of $4.9 billion in 2009. Tditbt represented 22.9% of total capital (sharadrsléquity and total debt) in 20:
and 22.3% of total capital in 2009. Shareholdegsiity
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per share at the end of 2010 was $20.66 compaitbdpd8.37 at year-end 2009, an increase of 12.5%.
A summary of borrowings can be found in Note 7hi® €onsolidated Financial Statements.
Contractual Obligations and Commitments

The Company’s contractual obligations are primdilyleases, debt and unfunded retirement plarth, ma other significant
obligations. To satisfy these obligations, the Campwill use cash from operations. The followingléasummarizes the Company’s
contractual obligations and their aggregate magsras of January 2, 2011 (see Notes 7, 10 anadl thé@ tConsolidated Financial
Statements for further details):

Long-Term Intereston Unfunded

Debt Debt Retirement Operating

(Dollars in Millions) Obligations Obligations Plans Leases Total

2011 $ 13 52¢ 54 182 77
2012 644 507 55 15¢ 1,36
2013 50¢ 457 59 13C 1,15
2014 9 444 62 10€ 621
2015 — 444 69 89 60z
After 2015 7,994 5,18( 42¢ 74 13,67¢
Total $ 9,16¢ 7,56( 727 74C 18,19¢

For tax matters, see Note 8 to the Consolidatedri€ial Statements.
Share Repurchase and Dividen:

On July 9, 2007, the Company announced that itsdoBDirectors approved a stock repurchase prograthorizing the
Company to buy back up to $10.0 billion of the Camps Common Stock. As of January 2, 2011, theerurstock repurchase
program has been completed. The Company repurclaamsadgregate of 158.3 million shares of Johnsdoel@nson Common Stock
at a cost of $10.0 billion. The Company fundedshare repurchase program through a combinationaifadle cash and debt. In
addition, the Company has an annual program torcbpse shares for use in employee stock and iveeplans.

The Company increased its dividend in 2010 for48#h consecutive year. Cash dividends paid wergl®2per share in 2010,
compared with dividends of $1.930 per share in 2809$1.795 per share in 2008. The dividends wistgliited as follows:

2010 2009 2008

First quartel $0.49C 0.46C 0.41
Second quarte 0.54C 0.49C 0.46(
Third quartel 0.54C 0.49C 0.46(
Fourth quarte 0.54C 0.49C 0.46(
Total $2.11C 1.93C 1.79¢

On January 3, 2011, the Board of Directors declaregbular quarterly cash dividend of $0.540 parshpayable on March 15,
2011, to shareholders of record as of March 1, 20h& Company expects to continue the practiceaging regular cash dividends.

Other Information
Critical Accounting Policies and Estimates

Management’s discussion and analysis of resultpefations and financial condition are based orCihimpany’s consolidated
financial statements that have been prepared iordance with accounting principles generally acegn the U.S. (GAAP). The
preparation of these financial statements requir@smanagement make estimates and assumptioreffiettthe amounts reported
for revenues, expenses, assets, liabilities anet otttated disclosures. Actual results may or n@ydiffer from these estimates. The
Company believes that the understanding of ceki@ynaccounting policies and estimates are essémtiadhieving more insight into
the Company’s operating results and financial cioonli These key accounting policies include revemaeegnition, income taxes,
legal and self-insurance contingencies, valuatidomy-lived assets, assumptions used to deterthmm@amounts recorded for
pensions and other employee benefit plans and atoguor stock options.

Revenue RecognitionThe Company recognizes revenue from product s#tes goods are shipped or delivered, and title and
risk of loss pass to the customer. Provisions éotain rebates, sales incentives, trade promot@mgons, product returns and
discounts to customers are accounted for as rethscin sales in the same period the related seda®eorded.

Product discounts granted are based on the teraasafgements with direct, indirect and other migplegticipants, as well as
market conditions, including prices charged by cetitprs. Rebates, the largest being the Medicddteeprovision, are estimated
based on contractual terms, historical experietmead analysis and projected market conditionsémarious markets served. The
Company evaluates market conditions for productgroups of products primarily through the analydisvholesaler and other third-
party sell-through and market research data, alsasehternally generated information.

Sales returns are generally estimated and recdrasetl on historical sales and returns informafwoaducts that exhibit unusual
sales or return patterns due to dating, competdrosther marketing matters are specifically inigeged and analyzed as part of the
accounting for sales return accruals.

Sales returns allowances represent a reserveddupts that may be returned due to expirationrdetson in the field, or in
specific areas, product recall. The returns resisrbased on historical return trends by produdttanmarket as a percent to gross
sales. In accordance with the Comf’s accounting policies, the Company generally issuedit to customers for returned goa



The Company’s sales return reserves are accountén dccordance with the U.S. GAAP guidance feereie recognition when
right of return exists. Sales return reserves ecended at full sales value. Sales returns in thres@Gmer and Pharmaceutical segments
are almost exclusively not resalable. Sales retimnsertain franchises in the Medical Devices @malgnostics segment are typically
resalable but are not material. The Company raetyranges products from inventory for returned petgl The sales returns reserve
for the total Company has ranged between 1.0% &% ©f annual net trade sales during the prioretiseal reporting years 2008 —
2010.

Promotional programs, such as product listing adloges and cooperative advertising arrangementseeoeded in the year
incurred. Continuing promotional programs includegons and volume-based sales incentive prograngesréidemption cost of
consumer coupons is based on historical redemptiperience by product and value. Volume-based ihaeprograms are based on
estimated sales volumes for the incentive periata®e recorded as products are sold. The Companyeatns service revenue for
co-promotion of certain products. For all yearsspreed, service revenues were less than 2% ofreatehues and are included in
sales to customers. These arrangements are evhtoatetermine the appropriate amounts to be deferr

In addition, the Company enters into collaboratiorangements, which contain multiple revenue geimgractivities. The
revenue for these arrangements is recognized asaetivity is performed or delivered, based onr#iative fair value. Upfront fees
received as part of these arrangements are def@ncececognized as revenue earned over the obligpériod. See Note 1 to
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the Consolidated Financial Statements for additidiszlosures on collaborations.

Reasonably likely changes to assumptions useddcalate the accruals for rebates, returns and ptiom®are
not anticipated to have a material effect on tharicial statements. The Company currently disclds=anpact of
changes to assumptions in the quarterly or anilireg fn which there is a material financial statmimpact.

Below are tables that show the progression of &ctrabates, returns, promotions, reserve for douéticounts
and reserve for cash discounts by segment of bessiioe the fiscal years ended January 2, 2011 amgiady 3, 201!

Consumer Segment

Balance at Balance a

Beginning of End of
(Dollars in Millions) Period Accruals Payments/Othel  Period
2010
Accrued rebate(® $ 121 361 (357) 131
Accrued return: 127 15€ (13¢) 14%
Accrued promotion 27z  2,41¢ (2,396 294
Subtotal $ 52C 2,93t (2,88%) 57C
Reserve for doubtful accour 107 6 (56) 57
Reserve for cash discout 21 24¢ (249) 21
Total $ 64¢  3,19(C (3,190 64¢
2009
Accrued rebate® $ 131 38C (390 121
Accrued return: 11t 134 (122 127
Accrued promotion 20z  1,99¢ (1,926 272
Subtotal $ 448  2,51( (2,43%) 52C
Reserve for doubtful accour 11C 23 (26) 107
Reserve for cash discout 22 28t (28€) 21
Total $ 58C 2,81t (2,750 64¢

(Includes reserve for customer rebates of $50 mikibJanuary 2, 2011 and $46 million at Janua®030,
recorded as a contra as

Pharmaceutical Segmer

Balance at Balance a

Beginning of End of
(Dollars in Millions) Period Accruals Payments/Othel  Period
2010
Accrued rebate(D(2) $ 1,062 4,76¢ (4,312 1,52
Accrued return: 342 27 (75) 294
Accrued promotion 84 13t (13€) 83
Subtotal $ 1,49 4,93 (4,527 1,89
Reserve for doubtful accour 83 91 (29 14t
Reserve for cash discout 48 37¢ (379 54
Total $ 1,621 5,40C (4,925  2,09¢
2009
Accrued rebate® $ 1,261 3,97t (4,172 1,06¢
Accrued return: 49C 147 (295) 34z
Accrued promotion 107 33C (359 84
Subtotal $ 1,85¢ 4,452 (4,820 1,49(
Reserve for doubtful accour 48 37 2 83
Reserve for cash discout 23 462 (437) 48
Total $ 1,92¢ 4,951 (5,259 1,621

(MIncludes reserve for customer rebates of $320anillit January 2, 2011 and $372 million at Janua030,
recorded as a contra as

@Includes additional sales rebates to Medicaid met@gre organizations as a result of health céoeme
legislation.

Medical Devices and Diagnostics Segmi



Balance at Balance a

Beginning of End of
(Dollars in Millions) Period Accruals Payments/Othel  Period
2010
Accrued rebate® $ 454  2,36: (2,32 49t
Accrued return: 22C 334 (359 201
Accrued promotion 73 111 (134) 50
Subtotal $ 747  2,80¢ (2,809) 74€
Reserve for doubtful accour 142 33 (38) 13¢
Reserve for cash discout 32 484 (4817) 35
Total $ 92z 3,32t (3,329 91¢
2009
Accrued rebate®® $ 41€  2,22¢ (2,197 454
Accrued return: 18¢ 74 (43 22C
Accrued promotion 47 12C (94) 73
Subtotal $ 65z 2,42: (2,32¢) 747
Reserve for doubtful accour 10¢ 50 (16) 142
Reserve for cash discout 34 41€ (41¢) 32
Total $ 79t 2,88¢ (2,762) 92z

@ Includes reserve for customer rebates of $331anikit January 2, 2011 and $311 million at Januad30,
recorded as a contra as

Income Taxes:Income taxes are recorded based on amounts adflendr payable for the current year and
include the results of any difference between GASAP accounting and tax reporting, recorded asrdedfietax
assets or liabilities. The Company estimates dedetaix assets and liabilities based on currentegulations and
rates. Changes in tax laws and rates may affeotdled deferred tax assets and liabilities in thier&s Management
believes that changes in these estimates wouldawa a material effect on the Company’s resulspefrations,
cash flows or financial position.

In 2007, in accordance with U.S. GAAP, the Compadgpted the standard related to accounting for
uncertainty in income taxes. The Codification pri@s a recognition threshold and measuremenbaté&ifor the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. The
Codification also provides guidance on derecognjt@assification and other matters. See Notet8do
Consolidated Financial Statements for further imfation regarding income taxes.

At January 2, 2011 and January 3, 2010, the cumelatmounts of undistributed international earningse
approximately $37.0 billion and $32.2 billion, resfively. The Company intends to continue to regtvis
undistributed international earnings to expandhitsrnational operations; therefore, no U.S. tapemse has been
recorded with respect to the undistributed portiohintended for repatriation.

Legal and Self Insurance Contingencie$he Company records accruals for various contings including
legal proceedings and product liability cases asetarise in the normal course of business. The@sare based
on management’s judgment as to the probabilitps$és and, where applicable, actuarially determiiséichates.
Additionally, the Company records insurance redaiw@amounts from third-party insurers when recovsry
probable. As appropriate, reserves against thesévebles are recorded for estimated amounts thgtnmat be
collected from third-party insurers.

The Company follows the provisions of U.S. GAAP whiecording litigation related contingencies. Allday
is recorded when a loss is probable and can bemahbk estimated. The best estimate of a loss mihiange is
accrued; however, if no estimate in the range tebthan any other, the minimum amount is accrued.
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Long-Lived and Intangible AssetsThe Company assesses changes in economic corsdiiml makes
assumptions regarding estimated future cash flovevaluating the value of the Company’s propergnipand
equipment, goodwill and intangible assets. As tlassaimptions and estimates may change over timyitor may
not be necessary for the Company to record impaitigarges.

Employee Benefit PlansThe Company sponsors various retirement and pempans, including defined
benefit, defined contribution and termination indety plans, which cover most employees worldwideede plans
are based on assumptions for the discount ratecég return on plan assets, expected salary sesemnd health
care cost trend rates. See Note 10 to the Consadiddnancial Statements for further details ors¢hmtes and the
effect a rate change would have on the Compangldtseof operations.

Stock Based Compensatiorthe Company recognizes compensation expenseiatesbwith the issuance of
equity instruments to employees for their servidém fair value of each award is estimated on #te df grant
using the Black-Scholes option valuation model isnekpensed in the financial statements over tiséng period.
The input assumptions used in determining fair @ate the expected life, expected volatility, ffisde rate and the
dividend yield. See Note 17 to the ConsolidatediRamal Statements for additional information.

New Accounting Pronouncemen

Refer to Note 1 to the Consolidated Financial $tatets for recently adopted accounting pronouncesreamd
recently issued accounting pronouncements notdattad as of January 2, 2011.

Economic and Market Factor:

The Company is aware that its products are usad environment where, for more than a decade,
policymakers, consumers and businesses have eggdresscerns about the rising cost of health careedponse to
these concerns, the Company has a long-standinzy pdlpricing products responsibly. For the perRD0 —
2010, in the United States, the weighted averaggooind annual growth rate of the Company’s negfricreases
for health care products (prescription and overethienter drugs, hospital and professional produess) below the
U.S. Consumer Price Index (CPI).

Inflation rates continue to have an effect on waitte economies and, consequently, on the way corapan
operate. The Company accounted for operations ire¥gela as highly inflationary in 2010, as the iptwee-year
cumulative inflation rate has surpassed 100%. &fdlce of increasing costs, the Company strivesaimtain its
profit margins through cost reduction programsdpiaiivity improvements and periodic price increases

The Company is exposed to fluctuations in curresahange rates. A 1% change in the value of the
U.S. Dollar as compared to all foreign currencres/hich the Company had sales, income or expen2@lit woulc
have increased or decreased the translation afjffoesales by approximately $300 million and incdmge
$65 million.

The Company faces various worldwide health caregbs that may continue to result in pricing presstinat
include health care cost containment and governiegigiation relating to sales, promotions and f®insement.

Changes in the behavior and spending patternsrohpsers of health care products and servicesidimg)
delaying medical procedures, rationing prescriptieadications, reducing the frequency of physicisitsrand
foregoing health care insurance coverage, as # mfshe current global economic downturn, may towre to
impact the Company’s businesses.

The Company also operates in an environment whashblecome increasingly hostile to intellectual prop
rights. Generic drug firms have filed AbbreviateeviNDrug Applications (ANDAS) seeking to market geaéorms
of most of the Company’s key pharmaceutical prosiyatior to expiration of the applicable patentgering those
products. In the event the Company is not successtiefending the patent claims challenged in ANfilikgs, the
generic firms will then introduce generic versiafighe product at issue, resulting in the poteritalsubstantial
market share and revenue losses for that prodacfuRher information see the discussion on “latign Against
Filers of Abbreviated New Drug Applications” in No21 to the Consolidated Financial Statements.

Legal Proceeding:

The Company is involved in numerous product ligpitiases in the United States, many of which cancer
alleged adverse reactions to drugs and medicategvihe damages claimed are substantial, and thkile
Company is confident of the adequacy of the wammemd instructions for use that accompany suchygtsdit is
not feasible to predict the ultimate outcome agdition. However, the Company believes that in ncases product
liability will be substantially covered by existirgnounts accrued in the Company’s balance sheet utsdself-
insurance program.

The Company is also involved in a number of pateatlemark and other lawsuits, as well as investigs,
incidental to its business. The ultimate legal indncial liability of the Company in respect td elaims, lawsuits
and proceedings referred to above cannot be reblsoastimated. However, in the Comp’s opinion, based on i



examination of these matters, its experience te,datd discussions with counsel, the ultimate on&of legal
proceedings, net of liabilities already accruethem Company’s balance sheet, is not expected todterial to the
Company’s financial position, although the resa@ntin any reporting period of one or more of thesdters could
have a material impact on the Company’s resultgpefations and cash flows for that period.

See Note 21 to the Consolidated Financial Statesxfenfurther information regarding legal proceegin
Common Stock Market Prices

The Company’s Common Stock is listed on the NewkY&tock Exchange under the symbol JNJ. The
composite market price ranges for Johnson & Joh@menmon Stock during 2010 and 2009 were:

2010 2009

High Low High Low

First quartel $65.9t 61.8¢ 61.0C 46.2¢

Second quarte 66.2C 57.5¢ 56.6% 50.1:

Third quartel 62.7C 56.8¢ 62.47 55.71

Fourth quarte 64.92 61.2¢ 65.41 58.7¢
Year-end close $61.85 64.41
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Cautionary Factors That May Affect Future Results

This Annual Report contains forward-looking statemseForward-looking statements do not relate thirio
historical or current facts and anticipate resoitsed on management’s plans that are subject tytanty.
Forward-looking statements may be identified byuke of words such as “plans,” “expects,” “will Ariticipates,”
“estimates” and other words of similar meaningamjanction with, among other things, discussionfutdre
operations, financial performance, the Companyaetyy for growth, product development, regulatapproval,
market position and expenditures.

Forward-looking statements are based on currergaapons of future events. The Company cannotagiee
that any forward-looking statement will be accuratéhough the Company believes that it has beasoreable in its
expectations and assumptions. Investors shoulzedhlat if underlying assumptions prove inaccuaatthat
unknown risks or uncertainties materialize, actaallts could vary materially from the Compangxpectations ai
projections. Investors are therefore cautionedmgtace undue reliance on any forward-lookingestegnts. The
Company does not undertake to update any forwankifig statements as a result of new informatiofuture
events or developments.

Risks and uncertainties include, but are not lichtg general industry conditions and competitiegnomic
factors, such as interest rate and currency exeheatg fluctuations; technological advances, nexdpets and
patents attained by competitors; challenges intiénemew product development, including obtainiegulatory
approvals; challenges to patents; significantditign adverse to the Company; impact of businesthamations;
financial distress and bankruptcies experiencesidpyificant customers and suppliers; changes teigowental law
and regulations and U.S. and foreign health cdoemss; trends toward healthcare cost containmentpased
scrutiny of the healthcare industry by governmeyarneies; changes in behavior and spending patémsrchasers
of healthcare products and services; manufactutiffigulties or delays; product efficacy or safetyncerns
resulting in product recalls or regulatory action.

The Company’s report on Form 10-K for the year endnuary 2, 2011 includes, in Exhibit 99, a disimrsof
additional factors that could cause actual redaltiiffer from expectations. The Company notesdHastors as
permitted by the Private Securities Litigation RefcAct of 1995.
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JOHNSON & JOHNSON AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
At January 2, 2011 and January 3, 2010
(Dollars in Millions Except Share and Per Share Dat) (Note 1)

Assets

Current assets

Cash and cash equivalents (Notes 1 ar

Marketable securities (Notes 1 anc

Accounts receivable trade, less allowances for tfouiccounts $340 (2009, $33
Inventories (Notes 1 and

Deferred taxes on income (Note

Prepaid expenses and other receiva

Total current assets

Property, plant and equipment, net (Notes 1 ar
Intangible assets, net (Notes 1 an«

Goodwill (Notes 1 and &

Deferred taxes on income (Note

Other asset

Total assets

Liabilities and Shareholders Equity

Current liabilities

Loans and notes payable (Note

Accounts payabl

Accrued liabilities

Accrued rebates, returns and promoti

Accrued compensation and employee related obligs
Accrued taxes on incon

Total current liabilities

Long-term debt (Note 7

Deferred taxes on income (Note
Employee related obligations (Notes 9 and
Other liabilities

Total liabilities

Shareholders equity

Preferred stoc— without par value (authorized and unissued 2,0@Dbares

Common stock — par value $1.00 per share (Notdd®horized 4,320,000,000 shares;
issued 3,119,843,000 shar

Accumulated other comprehensive income (Note

Retained earning

Less: common stock held in treasury, at cost (N@)e(381,746,000 shares and
365,522,000 share

Total shareholders equity
Total liabilities and shareholders’ equity

See Notes to Consolidated Financial Statements

CONSOLIDATED FINANCIAL STATEMENTS

2010 2009
$ 19,35t 15,81
8,30  3,61¢
9,77/ 9,64¢
537¢  5,18(
2,22 2,79:
227 2,497
47,30, 39,541
14,55:  14,75¢
16,71¢ 16,32t
15,29: 14,86
509¢ 5,507
3,94: 3,69
$102,90¢  94,68:
$ 7,617 6,31¢
5,62: 5541
4,100 4,62t
2,51 2,02¢
2,64 2,77
57¢ 442
23,07: 21,73
9,15¢  8,22¢
1,447 1,42
6,087  6,76¢
6,561 5,947
46,32¢ 44,09
3,12 3,12C
(3531 (3,05
77,77¢ 70,30
77,36.  70,36¢
20,78¢ 19,78
56,57¢ 50,58
$102,90¢  94,68:
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JOHNSON & JOHNSON AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS
(Dollars in Millions Except Per Share Figures) (No¢ 1)

Sales to customer:

Cost of products sol

Gross profit

Selling, marketing and administrative exper
Research and development expe

Purchased -process research and development (Note

Interest incom

Interest expense, net of portion capitalized (N1
Other (income) expense, r

Restructuring (Note 22

Earnings before provision for taxes on incc
Provision for taxes on income (Note

Net earnings

Basic net earnings per share (Notes 1 and 1
Diluted net earnings per share (Notes 1 and 15)
Cash dividends per share

Basic average shares outstanding (Notes 1 and :
Diluted average shares outstanding (Notes 1 and 1

See Notes to Consolidated Financial Statements
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2010 2009 2008
$61,587 61,897 63,74
18,79. 18,44, 18,51
42,79¢ 4345( 4523
19,42 19,80: 21,49(
6,84, 6,98 7,571
— — 181
(107) 90  (36])
45¢ 451 43¢
(768) (526 (1,019
— 1,07¢ _
16,947 1575 16,92
3,61: 3,48  3,98(
$13,33¢ 12,26( 12,94¢
$ 4.8t 445 462
$ 4.7¢ 44C 457
$ 2.11C  1.93C  1.79¢
2,751« 2,759 2,802.
2,788.( 2,789.. 2,835.¢
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JOHNSON & JOHNSON AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY

Balance, December 30, 20C

Net earning:

Cash dividends pai

Employee compensation and stock option p

Conversion of subordinated debentt

Repurchase of common sta

Other comprehensive income, net of 1
Currency translation adjustme
Unrealized losses on securit
Employee benefit plar
Gains on derivatives & hedg

Reclassification adjustme

Total comprehensive incon

Balance, December 28, 20C

Net earnings

Cash dividends pai

Employee compensation and stock option p

Conversion of subordinated debentt

Repurchase of common sta

Other

Other comprehensive income, net of 1
Currency translation adjustme
Unrealized losses on securit
Employee benefit plar
Gains on derivatives & hedg

Total comprehensive incon

Balance, January 3, 201!

Net earning:
Cash dividends pai
Employee compensation and stock option p
Conversion of subordinated debentt
Repurchase of common sto
Other comprehensive income, net of 1
Currency translation adjustme
Unrealized gains on securiti
Employee benefit plar
Losses on derivatives & hedg

Total comprehensive incon

Balance, January 2, 201

(Dollars in Millions) (Note 1)

Earnings

Accumulated
Other
Comprehensive Retained Comprehensive Common Stocl

Income Issued Amouni Amount

Treasury
Stock

Total Income
$43,31¢
12,94¢ 12,94¢
(5,029
2,18(
(6,657)
(2,499 (2,49¢
(59) (59)
(1,870 (1,870
16€ 16€
(27)
8,66(
$42,51.
12,26¢ 12,26¢
(5,327)
1,402
2
(2,130
(33
1,36: 1,36:
(55) (55)
56¢& 56&
24 24
14,16:
$50,58¢
13,33¢ 13,33¢
(5,809
1,73(C
1
(2,797
(461) (467)
54 54
(21) (21)
(45) (45
12,86!
$56,57¢

See Notes to Consolidated Financial Statements

CONSOLIDATED FINANCIAL STATEMENTS

55,28( (692) 3,120 (14,38%)
12,94¢
(5,029
17¢F 2,00t
(@) 1
(6,657)
(2,49¢
(59
(1,870
16¢€
63,37¢ (4,95¢) 3,120 (19,03))
12,26¢
(5,327)
25 1,371
4) 6
(2,130
(339
1,36:
(55)
56E
24
70,30¢ (3,05¢) 3,12 (19,78()
13,33¢
(5,809
(62) 1,79:
(@) 2
(2,797)
(461)
54
(21)
(45)
77,77¢ (3,53)) 3,12( (20,789
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JOHNSON & JOHNSON AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in Millions) (Note 1)

Cash flows from operating activities

Net earning:

Adjustments to reconcile net earnings to cash flivas operating activities
Depreciation and amortization of property and igtates
Stock based compensati
Purchased -process research and developn
Deferred tax provisio
Accounts receivable allowanc

Changes in assets and liabilities, net of effacisifacquisitions
(Increase)/decrease in accounts receiv
(Increase)/decrease in inventor
Increase/(decrease) in accounts payable and aciabédities
(Increase)/decrease in other current anc-current asset
Increase in other current and current liabilities

Net cash flows from operating activities

Cash flows from investing activities
Additions to property, plant and equipm
Proceeds from the disposal of ast
Acquisitions, net of cash acquired (Note
Purchases of investmer

Sales of investmen

Other (primarily intangibles

Net cash used by investing activitie

Cash flows from financing activities

Dividends to shareholde

Repurchase of common sto

Proceeds from she«term debi

Retirement of shc-term debt

Proceeds from lor-term debi

Retirement of lon-term debt

Proceeds from the exercise of stock options/exeesisenefits

Net cash used by financing activitie

Effect of exchange rate changes on cash and caslaénts

Increase in cash and cash equival:
Cash and cash equivalents, beginning of year (Iic

Cash and cash equivalents, end of year (Note

Supplemental cash flow datz
Cash paid during the year fc
Interest
Income taxe:
Supplemental schedule of noncash investing and fineing activities
Treasury stock issued for employee compensatiorstatk option plans, net of cash proce
Conversion of det
Acquisitions
Fair value of assets acquir
Fair value of liabilities assumed and -controlling interest:

Net cash paid for acquisitiol

See Notes to Consolidated Financial Statements

2010 2009 2008
$13,33¢ 12,26t  12,94¢
2,93¢  277¢ 283
614 62¢ 627

— — 181

35€ (43€) 22

12 58 86
(207) 452 (736)
(19€) 95 (101)
20 507 (272
(574  1,20¢ (1,600
87 31 984
16,388 16,57 14,97:
(2,389 (2,365  (3,066)
524 154 78¢
(1,269 (2470 (1,219
(15,789 (10,040 (3,669
11,100 7,23  3,05¢
(38 (109 (83)
(7.85) (7,599 (4,18
(5809 (5327 (5,029
(2,79) (2,130 (6,65
7,87  948. 843
(6,565  (6,79)  (7,31¢
1,11¢ 9  1,63¢
(32 (219 (24)
1,22¢ 88z  1,48¢
(4,980 (4,097 (7,469
(6) 161 (329)
3,54 504  2,99¢
15,81( 10,76¢ _ 7,77C
$19,358 1581(  10,76¢
$ 491 532 52F
2,44; 2,365  4,06¢
$ 672 541 592
1 2 —

$ 1,321 3348 1,32¢
(52 (875 (114

$ 1,26¢  247C 1,21¢
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JOHNSON & JOHNSON AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Principles of Consolidatior
The consolidated financial statements include toants of Johnson & Johnson and subsidiaries'Gbepany”).
Intercompany accounts and transactions are elietat

Description of the Company And Business Segme

The Company has approximately 114,000 employeeklwime engaged in the research and developmentyfactare and
sale of a broad range of products in the healtb fiald. The Company conducts business in virtuallzountries of the world
and its primary focus is on products related to anrealth and well-being.

The Company is organized into three business setgm@ansumer, Pharmaceutical and Medical Devicd€aagnostics.
The Consumer segment manufactures and marketsd kange of products used in the baby care, sk& ogal care, wound
care and women'’s health care fields, as well astimmial and over-the-counter pharmaceutical prasiand wellness and
prevention platforms. These products are markete¢det general public and sold both to retail ostéetd distributors throughout
the world. The Pharmaceutical segment includesuyatsdn the following areas: anti-infective, angipsotic, contraceptive,
dermatology, gastrointestinal, hematology, immugglaeurology, oncology, pain management and vijpld hese products are
distributed directly to retailers, wholesalers &ealth care professionals for prescription use. Nlbdical Devices and
Diagnostics segment includes a broad range of pisdlistributed to wholesalers, hospitals and lexgused principally in the
professional fields by physicians, nurses, thetapi®spitals, diagnostic laboratories and clinfdgese products include Bioset
Webster’s electrophysiology products; Cordis’ ciatary disease management products; DePuy’s orduipgoint
reconstruction, spinal care, neurological and spmedicine products; Ethicon’s surgical care, aith and women'’s health
products; Ethicon Endo-Surgery’s minimally invasstggical products and advanced sterilization petajlifeScan’s blood
glucose monitoring and insulin delivery productstho-Clinical Diagnostics’ professional diagnogtimducts and Vistakon’s
disposable contact lenses.

New Accounting Pronouncemen
Recently Adopted Accounting Pronouncemel

During the fiscal first quarter of 2010 the Compauppted the Financial Accounting Standards BoaAs8) guidance and
amendments related to the criteria for separatimgideration in multiple-deliverable revenue arements. The guidance
(a) provides principles and application guidancevhether multiple deliverables exist, how the agement should be separated,
and the consideration allocated; (b) requires dityen allocate revenue in an arrangement usitignased selling prices of
deliverables if a vendor does not have vendor-fipaatdjective evidence or third-party evidence elliag price; and
(c) eliminates the use of the residual method aqdires an entity to allocate the revenue usingdtadive selling price method.
The adoption did not have a material impact onGhepany’s results of operations, cash flows orrfaial position; however it
expanded the disclosures for multiple-deliverableenue arrangements.

During the fiscal first quarter of 2010, the Compaopted the FASB standard related to variabkrést entities. The
adoption of this standard did not have an impadhenCompany’s results of operations, cash flownancial position.

During the fiscal first quarter of 2010, the Compaiopted the new accounting guidance on fair valeasurements and
disclosures. This guidance requires the Companljstlose the amount of significant transfers betwleevel 1 and Level 2
inputs and the reasons for these transfers asawéfie reasons for any transfers in or out of L8wl the fair value hierarchy. In
addition, the guidance clarifies certain existigctbsure requirements. The adoption of this stechda not have a material
impact on the Company'’s results of operations, flasvs or financial position.

Recently Issued Accounting Standarc
Not Adopted as of January 2, 20:

During the fiscal second quarter of 2010 the FAS#ied an accounting standard update related tauevecognition under
the milestone method. The objective of the accogrgtandard update is to provide guidance on degfiaimilestone and
determining when it may be appropriate to applyrtfiestone method of revenue recognition for redear development
transactions. This guidance was effective on agactive basis for milestones achieved in fiscatyeand interim periods within
those years, beginning on or after June 15, 20668.aboption of this standard is not expected t@ ldamaterial impact on the
Company’s results of operations, cash flows orrfaial position.

Cash Equivalents
The Company considers securities with maturitiedhfe months or less, when purchased, to be cpshadents.

Investments

Short-term marketable securities are carried &t edsch approximates fair value. Investments dfeesbas
are carried at estimated fair value with unrealigaths and losses recorded as a component of atat@thwther comprehensive
income. Long-term debt securities that the Compgwas/the ability and intent to hold until maturite @arried at amortized cost.
Management determines the appropriate classificatigts investment in debt and equity securitietha time of purchase and re-
evaluates such determination at each balance daetThe Company periodically reviews its investtaén equity securities for
impairment and adjusts these investments to tagivalue when a decline in market value is deetodzk other than temporary.
If losses on these securities are considered titess than temporary, the loss is recognized iniegs.
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Property, Plant and Equipment and Depreciati
Property, plant and equipment are stated at cbgt.Jompany utilizes the straight-line method ofrdejation over the
estimated useful lives of the assets:

Building and building equipmel 20— 40 year
Land and leasehold improveme 10— 20 year
Machinery and equipme 2— 13 year

The Company capitalizes certain computer softwacedevelopment costs, included in machinery andbeggent, when
incurred in connection with developing or obtainsamputer software for internal use. Capitalizeftivgare costs are amortized
over the estimated useful lives of the softwareictvigenerally range from 3 to 8 years.

The Company reviews long-lived assets to assesseeability using undiscounted cash flows. Whenaierevents or
changes in operating or economic conditions ocuimpairment assessment may be performed on ¢beermbility of the
carrying value of these assets. If the asset srghiied to be impaired, the loss is measured bais¢lde difference between the
asset’s fair value and its carrying value. If quotearket prices are not available, the Companyegilimate fair value using a
discounted value of estimated future cash flows.

Revenue Recognitio

The Company recognizes revenue from product sdhesthe goods are shipped or delivered and titlerisk of loss pass to
the customer. Provisions for certain rebates, sagentives, trade promotions, coupons, producirnstand discounts to
customers are accounted for as reductions in sathke same period the related sales are recorded.

Product discounts granted are based on the terausasfgements with direct, indirect and other miaplegticipants, as well ¢
market conditions, including prices charged by cetitprs. Rebates, the largest being the Medicdidteeprovision, are
estimated based on contractual terms, historiqga¢ance, trend analysis and projected market tiondiin the various markets
served. The Company evaluates market conditiongrfmucts or groups of products primarily throul analysis of wholesaler
and other third-party sell-through and market refedata, as well as internally generated inforamati

Sales returns are generally estimated and recdrasetl on historical sales and returns informafoaducts that exhibit
unusual sales or return patterns due to datingpetitron or other marketing matters are specificallzestigated and analyzed as
part of the accounting for sales return accruadtesSreturns allowances represent a reserve fdupts that may be returned due
to expiration, destruction in the field, or in sfiecareas, product recall. The returns reservgised on historical return trends by
product and by market as a percent to gross dalescordance with the Company’s accounting pdicike Company generally
issues credit to customers for returned goods.Admapany’s sales return reserves are accounted smdordance with
U.S. GAAP guidance for revenue recognition whehtrigf return exists. Sales return reserves aradedoat full sales value.
Sales returns in the Consumer and Pharmaceutigalesgs are almost exclusively not resalable. Setesns for certain
franchises in the Medical Devices and Diagnostcgreent are typically resalable but are not matefiaé Company rarely
exchanges products from inventory for returned peot&l The sales returns reserve for the total Cosnpas ranged between
1.0% and 1.2% of annual sales to customers dunagtior three fiscal reporting years 2008 — 2010.

Promotional programs, such as product listing adlioges and cooperative advertising arrangementseemeded in the year
incurred. Continuing promotional programs includegons and volume-based sales incentive prograhestéidemption cost of
consumer coupons is based on historical redemptiprrience by product and value. Volutreesed incentive programs are be
on the estimated sales volumes for the incentivegand are recorded as products are sold. Thep@oynalso earns service
revenue for co-promation of certain products arddiides it in sales to customers. These arrangeraem@svaluated to determine
the appropriate amounts to be deferred.

Shipping and Handling

Shipping and handling costs incurred were $945wnill$964 million and $1,017 million in 2010, 2088d 2008,
respectively, and are included in selling, marlgtimd administrative expense. The amount of reveseeived for shipping and
handling is less than 0.5% of sales to customeralfgeriods presented.

Inventories

Inventories are stated at the lower of cost or rtadetermined by the first-in, first-out method.

Intangible Assets and Goodwi

The authoritative literature on U.S. GAAP requitteat goodwill and intangible assets with indefidites be assessed
annually for impairment. The Company completedaheual impairment test for 2010 in the fiscal faugtiarter and no
impairment was determined. Future impairment teditde performed annually in the fiscal fourth atea, or sooner if a
triggering event occurs.

Intangible assets that have finite useful livesticmre to be amortized over their useful lives, anelreviewed for impairment
when warranted by economic conditions. See Notw fufther details on Intangible Assets and Gooldwil



Financial Instruments

As required by U.S. GAAP, all derivative instrumeate recorded on the balance sheet at fair v&h@nges in the fair value
of derivatives are recorded each period in cureanhings or other comprehensive income, dependinghether the derivative is
designated as part of a hedge transaction, amd ihs type of hedge transaction.
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The Company documents all relationships betweegdubdems and derivatives. The overall risk managerstrategy
includes reasons for undertaking hedge transactindentering into derivatives. The objectiveshis strategy are: (1) minimize
foreign currency exposure’s impact on the Compafigancial performance; (2) protect the Companygstcflow from adverse
movements in foreign exchange rates; (3) ensuragpeopriateness of financial instruments; and{@hage the enterprise risk
associated with financial institutions. See NoferGadditional information on Financial Instruments

Product Liability

Accruals for product liability claims are recordea, an undiscounted basis, when it is probableathiability has been
incurred and the amount of the liability can besmrebly estimated based on existing informatiore d¢cruals are adjusted
periodically as additional information becomes &lde. As a result of cost and availability factafective November 1, 2005,
the Company ceased purchasing third-party prodafaiity insurance. Based on the availability ofoprcoverage, receivables for
insurance recoveries related to product liabillgiras are recorded on an undiscounted basis, whgipiobable that a recovery
will be realized.

Research and Developme

Research and development expenses are expenseiasd. Upfront and milestone payments made td-bérties in
connection with research and development collalmraiare expensed as incurred up to the pointguflagory approval.
Payments made to third parties subsequent to regulapproval are capitalized and amortized overrdmaining useful life of
the related product. Amounts capitalized for suajinpents are included in other intangibles, netcafienulated amortization.

The Company enters into collaborative arrangeméypgally with other pharmaceutical or biotechrptaccompanies, to
develop and commercialize drug candidates or gaglal property. These arrangements typically v dvo (or more) parties
who are active participants in the collaboratiod are exposed to significant risks and rewards niggr® on the commercial
success of the activities. These collaborationsllysinvolve various activities by one or more pest including research and
development, marketing and selling and distributioften, these collaborations require upfront, stdee and royalty or profit
share payments, contingent upon the occurrencertdio future events linked to the success of #setin development.
Amounts due from collaborative partners relatedeweelopment activities are generally reflected esdaction of research and
development expense because the performance ohcbdevelopment services is not central to the @omyg’'s operations. In
general, the income statement presentation foetbelaborations is as follows:

Nature/Type of Collaboration Statement of Earnings Presentation

Third-party sale of produc Sales to custome

Royalties/milestones paid to collaborative par{jpest- Cost of goods sold
regulatory approval)

Royalties received from collaborative part Other income (expense), r

Upfront payments & milestones paid to collaboratpaetner Research and development expense
(pre-regulatory approval

Research and development payments to collabornaédikteer Research and development expe

Research and development payments received from Reduction of Research and development expense

collaborative partne
* Milestones are capitalized as intangible assetsaamattized to cost of goods sold over the usefil

Advertising

Costs associated with advertising are expensdtkigear incurred and are included in the sellingrketing and
administrative expenses. Advertising expenses wadie, which are comprised of television, radionprnedia and Internet
advertising, were $2.5 billion, $2.4 billion and.$dillion in 2010, 2009 and 2008, respectively.

Income Taxes

The Company intends to continue to reinvest itdstriduted international earnings to expand itefinational operations;
therefore, no U.S. tax expense has been recordbdegipect to the undistributed portion not intehfte repatriation. At
January 2, 2011 and January 3, 2010, the cumulathaunt of undistributed international earnings apgroximately
$37.0 billion and $32.2 billion, respectively.

Deferred income taxes are recognized for tax carssues of temporary differences by applying enastefitory tax rates,
applicable to future years, to differences betwtberfinancial reporting and the tax basis of ergtissets and liabilities.
Net Earnings Per Shart

Basic earnings per share is computed by dividingamings available to common shareholders byv#ighted average
number of common shares outstanding for the pebddted earnings per share reflects the potedilation that could occur if
securities were exercised or converted into comstock using the treasury stock method.
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Use of Estimates

The preparation of consolidated financial stateséntonformity with accounting principles geneyalccepted in the
U.S. requires management to make estimates anthpieuns that affect the amounts reported. Estimatesised when
accounting for sales discounts, rebates, allowaacdsncentives, product liabilities, income taxéspreciation, amortization,
employee benefits, contingencies and intangibletas®d liability valuations. For instance, in detgring annual pension and
post-employment benefit costs, the Company esterthterate of return on plan assets, and the €dgtuve health care benefits.
Actual results may or may not differ from thosdrestes.

The Company follows the provisions of U.S. GAAP whiecording litigation related contingencies. Allay is recorded
when a loss is probable and can be reasonablyastimThe best estimate of a loss within a rangedsued; however, if no
estimate in the range is better than any othemminénum amount is accrued.

Annual Closing Date

The Company follows the concept of a fiscal yedriclw ends on the Sunday nearest to the end of dmtnof December.
Normally each fiscal year consists of 52 weeks,dwatry five or six years the fiscal year consi$tSweeks, as was the case
2009 and will be the case again in 2014.

Reclassification
Certain prior period amounts have been reclassifiesnform to current year presentation.

2. Cash, Cash Equivalents and Current Marketable Sectities

At the end of 2010 and 2009, the amortized costsh, cash equivalents and current marketableieswere comprised ¢
Amortized Cost

(Dollars in Millions) 2010 2009

Cash $ 2,29: 2,517
Government securities and obligatic 22,34¢ 13,37(
Corporate debt securiti 22t 42¢
Money market fund 2,13¢ 1,89(
Time deposit: 65€ 1,22
Total cash, cash equivalents and current marketsulerities $27,65¢ 19,42¢

The estimated fair value was the same as the amadrtiost as of January 2, 2011. The estimateddhie was
$19,426 million as of January 3, 2010 reflectirfflamillion unrealized gain in Government securitiesl obligations.

As of January 2, 2011, current marketable secaritimsisted of $8,153 million and $150 million evgrnment securities
and obligations and corporate debt securities gesgely.

As of January 3, 2010, current marketable secaritimsisted of $3,434 million and $181 million evgrnment securities
and obligations and corporate debt securities gaigely.

Fair value of government securities and obligatiamd corporate debt securities were estimated wginoted broker prices in
active markets.

The Company invests its excess cash in both depeih major banks throughout the world and otligh¥guality money
market instruments. The Company has a policy ofingaikivestments only with commercial institutiohat have at least an A
(or equivalent) credit rating.

3. Inventories

At the end of 2010 and 2009, inventories were casedrof;

(Dollars in Millions) 2010 2009
Raw materials and suppli $1,07: 1,14«
Goods in proces 1,46( 1,39t
Finished good 2,84k 2,641
Total inventories $5,37¢ 5,18(

4. Property, Plant and Equipment
At the end of 2010 and 2009, property, plant andmgent at cost and accumulated depreciation were:

(Dollars in Millions) 2010 2009

Land and land improvemer $ T3¢ 714
Buildings and building equipme 9,07¢ 8,86:
Machinery and equipme 18,03: 17,15:
Construction in progres 2,57 2,521
Total property, plant and equipment, gr $30,42¢ 29,25

Less accumulated depreciati 15,87: 14,49:




Total property, plant and equipment, $14,55° 14,75¢

The Company capitalizes interest expense as péneafost of construction of facilities and equipénterest expense
capitalized in 2010, 2009 and 2008 was $73 milliRt0)1 million and $147 million, respectively.

Depreciation expense, including the amortizationagitalized interest in 2010, 2009 and 2008, vzag Billion, $2.1 billion
and $2.0 billion, respectively.

Upon retirement or other disposal of property, pkmd equipment, the costs and related amountscofaulated depreciatic
or amortization are eliminated from the asset ammdimulated depreciation accounts, respectively.ditierence, if any, between
the net asset value and the proceeds are recor@adrings.

48 JOHNSON & JOHNSON 2010 ANNUAL REPOF




5. Intangible Assets and Goodwill
At the end of 2010 and 2009, the gross and net ateaif intangible assets were:

(Dollars in Millions) 2010 2009
Intangible assets with definite lives

Patents and trademar— gross $ 6,66( 5,697
Less accumulated amortizati 2,62¢ 2,17
Patents and trademar— net $ 4,031 3,52
Other intangible— gross $ 7,674 7,80¢
Less accumulateamortizatior 2,88( 2,68(
Other intangible— net $ 4,794 5,12¢
Total intangible assets with definite liv— gross $14,33¢ 13,50¢
Less accumulated amortizati 5,50¢ 4,85
Total intangible assets with definite liv— net $ 8,82F 8,64¢
Intangible assets with indefinite lives;

Trademark $ 5,95¢ 5,93¢
Purchased -process research and developme 1,937 1,73
Total intangible assets with indefinite liv $ 7,891 7,67¢
Total intangible asse— net $16,71¢ 16,321

* Purchased in-process research and developmeriienditcounted for as an indefinite-lived intangiémsset until the underlying
project is completed or abandon

Goodwill as of January 2, 2011 and January 3, 283@Jlocated by segment of business is as follows:

Med Dev

(Dollars in Millions) Consumel Pharm and Diac  Total

Goodwill at December 28, 20( $ 747/ 96: 5,28: 13,71¢
Acquisitions — 271 401 672
Currency translation/othel 60C 10 (139) 471
Goodwill at January 3, 201 $ 8,07« 1,24« 5,54¢ 14,86:
Acquisitions — — 397 397
Currency translation/othi 70 (19 (16) 35
Goodwill at January 2, 201 $ 8,14« 1,22F 5,92t 15,29¢

* Includes reclassification between segme

The weighted average amortization periods for gatand trademarks and other intangible assets7ayedrs and 28 years,
respectively. The amortization expense of amorteabsets was $748 million, $675 million and $788ion before tax, for the
fiscal years ended January 2, 2011, January 3, @0d@ecember 28, 2008, respectively. Certain patemd intangible assets
were written down to fair value during fiscal ye2@10, 2009 and 2008, with the resulting chargkided in amortization
expense. These write downs did not have a materfact on the Company’s results of operations, €ass or financial
position.

The estimated amortization expense for the fiveseding years approximates $730 million before ppax,year. Substantially
all of the amortization expense is included in adgtroducts sold.

6. Fair Value Measurements

The Company uses forward exchange contracts togedtsmexposure to the variability of cash flowsmarily related to the
foreign exchange rate changes of future intercompaoduct and third-party purchases of raw mateidgnominated in foreign
currency. The Company also uses cross currencseBiteate swaps to manage currency risk primagigted to borrowings. Bo
types of derivatives are designated as cash flalgée The Company also uses forward exchange ctsittamanage its
exposure to the variability of cash flows for reaton of foreign dividends. These contracts asighated as net investment
hedges. Additionally, the Company uses forward arge contracts to offset its exposure to certaigido currency assets and
liabilities. These forward exchange contracts artedesignated as hedges and therefore, changes fait values of these
derivatives are recognized in earnings, therebgettihg the current earnings effect of the reldébedign currency assets and
liabilities. The Company does not enter into deiixafinancial instruments for trading or specwatpurposes, or contain credit
risk related contingent features or requiremengsotst collateral. On an ongoing basis, the Compaogitors counterparty credit
ratings. The Company considers credit non-perfoneaisk to be low, because the Company entersaigiteements with
commercial institutions that have at least an Ag@uivalent) credit rating. As of January 2, 20the&, Company had notional
amounts outstanding for forward foreign exchang#reets and cross currency interest rate swapg2bb#lion and $3 billion,
respectively.

All derivative instruments are to be recorded amlthlance sheet at fair value. Changes in thesétie of derivatives are
recorded each period in current earnings or otberprehensive income, depending on whether the atérévis designated as p



of a hedge transaction, and if so, the type of badgnsaction.

The designation as a cash flow hedge is made &rtinence date into the derivative contract. Ageption, all derivatives are
expected to be highly effective. Changes in thevialue of a derivative that is designated as & flasv hedge and is highly
effective are recorded in accumulated other comgrsifre income until the underlying transaction efe2arnings, and are then
reclassified to earnings in the same account akdtged transaction. Gains/losses on net investhaglgfes are accounted for
through the currency translation account and asigmificant. On an ongoing basis, the Company agseshether each derivat
continues to be highly effective in offsetting chas in the cash flows of hedged items. If and whderivative is no longer
expected to be highly effective, hedge accounsmdjscontinued. Hedge ineffectiveness, if anynéduded in current period
earnings in other (income) and expense, net, aschabmaterial for the fiscal years ended Janua@021 and January 3, 2010.
Refer to Note 13 for disclosures of movements isuksulated Other Comprehensive Income.

As of January 2, 2011, the balance of deferredjaigis on derivatives included in accumulated otieenprehensive income
was $100 million after-tax. For additional inforreet, see Note 13. The Company expects that substgratl of the amount
related to foreign exchange contracts will be resiféed into earnings over the next 12 months i@salt of transactions that are
expected to occur over that period. The maximurgtlenf time over which the Company is hedging teation exposure is
18 months, excluding interest rate swaps. The amdtimately realized in earnings will differ asréagn exchange rates change.
Realized gains and losses are ultimately deterntiyesttual exchange rates at maturity of the déviga
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The following table is a summary of the activityated to designated derivatives for the fiscal gearded January 2, 2011
and January 3, 2010:

Gain/(Loss) Gain/(Loss)

Gain/(Loss) Reclassified from Recognized in

Recognized in Accumulated OCI Other
Cash Flow Hedge Accumulated OCI () into Income @) Income/expense?
(Dollars in Millions) 2010 2009 2010 2009 2010 2009
Foreign exchange contrax $ (66) 63 B2® AN @E (2 1
Foreign exchange contrac (29¢€) (173 (300) @ 70B  (39) 1)
Foreign exchange contrac 51 5 57© 13© 5 —
Cross currency interest rate swi (40) 241 60 (16) py — —
Foreign exchange contra 18 28 1®  ®)E __ 3 (12
Total $(339 38 (28¢) 14 (32 (12

All amounts shown in the table above are net of tax

(1) Effective portion

@ Ineffective portior

A Included in Sales to custonr

(B) Included in Cost of products sc

© Included in Research and development exp
O) Included in Interest (income)/Interest expense
(B) Included in Other (income)/expense,

For the fiscal years ended January 2, 2011 anchda®,12010, a loss of $31 million and a gain of $2llion, respectively,
was recognized in Other (income)/expense, netiimgléo foreign exchange contracts not designasdaealging instruments.

Fair value is the exit price that would be receitedell an asset or paid to transfer a liabilfgir value is a market-based
measurement that should be determined using asguraphat market participants would use in pricamgasset or liability. The
authoritative literature establishes a thieeel hierarchy to prioritize the inputs used inasaring fair value. The levels within t
hierarchy are described below with Level 1 havimg highest priority and Level 3 having the lowest.

The fair value of a derivative financial instruméing. forward exchange contract, currency swagfesaggregation by
currency of all future cash flows discounted tgpitesent value at the prevailing market interestsrand subsequently converted
to the U.S. dollar at the current spot foreign exae rate. The Company does not believe that &hireg of these derivative
instruments materially differ from the amounts tbatild be realized upon settlement or maturitythat the changes in fair value
will have a material effect on the Company’s resol operations, cash flows or financial positibhe Company also holds
equity investments that are classified as Leved thay are traded in an active exchange market.

The following three levels of inputs are used tameae fair value:
Level 1 — Quoted prices in active markets for ideaitassets and liabilities.
Level 2 — Significant other observable inputs.

Level 3 — Significant unobservable inputs.
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The Company’s significant financial assets andiliteds measured at fair value as of January 2,1281dd January 3, 2010

were as follows:

(Dollars in Millions)

2010 2009

Level 1 Level 2 Level 2 Total Total @

Derivatives designated as hedging instrument:
Assets:

Foreign exchange contrac

Cross currency interest rate swi@

Total

Liabilities:

Foreign exchange contrac

Cross currency interest rate swi3
Total

Derivatives not designated as hedging instrument:
Assets:

Foreign exchange contrac

Liabilities:

Foreign exchange contrac

Other investments

$ — 321 — 321 43€
17 17 12¢€

— 33¢ — 33¢ 562

— 58¢ — 58¢ 60¢

50z 502 571

— 1,08¢ — 1,086 1,17¢

— 19 — 19 33

— 39 — 39 40
$1,16¢ — — 1,168 1,13¢

(1) 2009 assets and liabilities are all classified egel 2 with the exception of other investments hfl84 million which are

classified as Level :

@ Includes $14 million and $119 million of non-curt@ssets for the fiscal years ending January 21 20d January 3, 2010,

respectively

®) Includes $502 million and $517 million of non-curtdiabilities for the fiscal years ending Januan2011 and January 3,

2010, respectively

See Notes 2 and 7 for financial assets and liasllield at carrying amount on the ConsolidatecuBa Sheet.

7. Borrowings
The components of long-term debt are as follows:

Effective Effective
(Dollars in Millions) 2010 Rate % 2009 Rate %

5.15% Debentures due 20 $ 59¢ 5.18% 59¢ 5.1¢
3.80% Debentures due 20 50C 3.82 50C 3.82
5.55% Debentures due 20 1,00C 5.5 1,00( 5.5t
5.15% Debentures due 20 89¢ 5.1t 89¢ 5.1t
4.75% Notes due 2019 (1B Euro 1.32()/(1B Euro 1.43820) 1,31¢® 535 1,42¢3) 5.3t
3% Zero Coupon Convertible Subordinated Debentdues202( 194 3.0C 18¢ 3.0C
2.95% Debentures due 20 541 3.1 — —
6.73% Debentures due 20 25C 6.7: 25C 6.7%
5.50% Notes due 2024 (500MM GBP 1.54(/ (500MM GBP 1.6189() 7642 571 80:®) 5.71
6.95% Notes due 20z 294 7.14 294 7.14
4.95% Debenture due 20: 50C 4.9t 50C 4.9t
5.95% Notes due 20z 99t 5.9¢ 99t 5.9¢
5.86% Debentures due 20 70C 5.8¢ 70C 5.8€
4.50% Debentures due 20 53¢ 4.65 — —

Other (Includes Industrial Revenue Bon 76 101
9,169(49  52E1) 82574 5.42(1)

Less current portio 13 34

$ 9,15¢ 8,22:

(1) Weighted average effective rate.
@ Translation rate at January 2, 2011.

() Translation rate at January 3, 2010.

4 The excess of the fair value over the carrying ealfidebt was $1.0 billion in 2010 and $0.8 billiar2009.



Fair value of the non-current debt was estimatéwbumarket prices, which were corroborated by qddteker prices in
active markets.

The Company has access to substantial sourcesds it numerous banks worldwide. In September 20&€0Company
secured a new 364-day Credit Facility. Total credilable to the Company approximates $10 billishich expires
September 22, 2011. Interest charged on borrowingsr the credit line agreements is based on difldsrprovided by banks,
the prime rate or London Interbank Offered RatdBQR), plus applicable margins. Commitment feesaurtie agreements are
not material.

Throughout 2010 the Company continued to have adeeuidity through the commercial paper marl@ort-term
borrowings and the current portion of long-termtd@iounted to approximately $7.6 billion at the eh@010, of which
$7.4 billion was borrowed under the Commercial Pd&yegram. The remainder represents principallgllborrowing by
international subsidiaries.

The Company has a shelf registration with the Seesiand Exchange Commission that enables the @oynio issue on a
timely basis debt securities and warrants to pigeltebt securities.

Aggregate maturities of long-term obligations comugirag in 2010 are:

(Dollars in Millions)

After
2011 2012 2013 2014 2015 2015
$ 13 644 50¢ 9 — 7,99¢
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8. Income Taxes
The provision for taxes on income consists of:

(Dollars in Millions) 2010 2009 2008
Currently payable

U.S. taxes $2,06: 2,41( 2,33¢
International taxe 1,19¢ 151t 1,62¢
Total currently payabl 3,257 3,92t 3,95¢
Deferred:

U.S. taxes (4 187 12¢
International taxe 36C (623 (109
Total deferrec 35€ (436) 22
Provision for taxes on incon $3,61: 3,48¢ 3,98(

A comparison of income tax expense at the U.Sutstigt rate of 35% in 2010, 2009 and 2008, to thenBany’s effective tax
rate is as follows:

(Dollars in Millions) 2010 2009 2008
u.S. $6,39: 7,141 6,57¢
International 10,55¢ 8,614 10,35(
Earnings before taxes on incon $16,94° 15,75t 16,92¢
Tax rates

U.S. statutory rat 35.(% 35.C 35.C
Ireland and Puerto Rico operatic (5.7 (5.7) (6.9
Research and orphan drug tax cre (0.6) (0.6) (0.6
U.S. state and loci 1.C 1.8 1.€
International subsidiaries excluding Irele (7.5) 6.7 (5.6
U.S. manufacturing deductic (0.5 0.9 (09
In-process research and development (IPR — — 0.4
U.S. Tax international incorr (0.6) (1.6 (0.5
All other (0.4 (0.3 0.4
Effective tax rate 21.% 221 23t

The Company has subsidiaries manufacturing indcelander an incentive tax rate. In addition, thenpany has subsidiaries
operating in Puerto Rico under various tax incengvants. The decrease in the 2010 tax rate wamply due to decreases in
taxable income in higher tax jurisdictions relatitedaxable income in lower tax jurisdictions armdtain U.S. tax adjustments.
The decrease in the 2009 tax rate was primarilytdurgcreases in taxable income in lower tax judsdns relative to taxable
income in higher tax jurisdictions.

Temporary differences and carry forwards for 204@ 2009 are as follows:

2010 2009
Deferred Tax Deferred Tax

(Dollars in Millions) Asset  Liability Asset  Liability
Employee related obligatior $2,211 2,15z

Stock based compensati 1,22t 1,291
Depreciatior (769 (661)
Non-deductible intangible (2,725 (2,377)
International R&D capitalized for te 1,85 1,98¢
Reserves & liabilitie 94¢ 1,01«

Income reported for tax purpos 691 64¢

Net operating loss carryforward internatio 73€ 61%
Miscellaneous internation 1,32¢ (10€) 1,47¢ (1120
Miscellaneous U.S 47C 79¢

Total deferred income tax $9,46€ (3,600 9,98: (3,149

The difference between the net deferred tax onnirecper the balance sheet and the net deferredtmeds included in taxes
on income on the balance sheet. The 2009 defarellliscellaneous U.S. includes current year tarik@bles. The Company
has a wholly-owned international subsidiary that bamulative net losses. The Company believesttiginore likely than not
that this subsidiary will realize future taxableame sufficient to utilize these deferred tax asset

The following table summarizes the activity relatedinrecognized tax benefits:

(Dollars in Millions) 2010 2009 2008
Beginning of yea $2,40: 1,97¢ 1,65:%
Increases related to current year tax posit 46 B5E  54E
Increases related to prior period tax positi 68 202 87

Decreases related to prior period tax posit (431 (163 (142



Settlement: (a86) (87) (139
Lapse of statute of limitatior (12 (83) (29

End of yeal $2,307 2,40% 1,97¢

The Company had $2.3 billion, $2.4 billion and $Rilion of unrecognized tax benefits as of Januarg011, January 3, 2010
and December 28, 2008, respectively. All of theeangnized tax benefits of $2.3 billion at Januarg®L1, if recognized, would
affect the Company’s annual effective tax rate. Toenpany conducts business and files tax returnsiinerous countries and
currently has tax audits in progress with a nunadfeéax authorities. The U.S. Internal Revenue S®r¢IRS) has completed its
audit for the tax years through 2005; however,dlae a limited number of issues remaining opepfiior tax years going back
to 1999. In other major jurisdictions where the Q@amy conducts business, the years remain openajsrisack to the year
2003. The Company does not expect that the totababof unrecognized tax benefits will significanthange over the next
twelve months. The Company is not able to provideasonably reliable estimate of the timing of ather future tax payments
relating to uncertain tax positions.
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The Company classifies liabilities for unrecognizax benefits and related interest and penaltidsrasterm liabilities.
Interest expense and penalties related to unrezegnax benefits are classified as income tax esqaefhe Company recognized
after tax interest of $34 million income, $36 nati expense and $69 million expense in 2010, 2062808, respectively. The
total amount of accrued interest was $264 milliod 8309 million in 2010 and 2009, respectively.

9. Employee Related Obligations
At the end of 2010 and 2009, employee related ahtigs recorded on the Consolidated Balance Sheet: w

(Dollars in Millions) 2010 2009
Pension benefit $2,17¢ 2,79:
Postretirement benefi 2,35¢ 2,24¢
Postemployment benefi 1,37¢ 1,504
Deferred compensatic 82C 79C
Total employee obligatior 6,73: 7,331
Less current benefits payat 64€ 562
Employee related obligatio— nor-current $6,081 6,76¢

Prepaid employee related obligations of $615 nmlkmd $266 million for 2010 and 2009, respectivalg, included in other
assets on the consolidated balance sheet.
10. Pensions and Other Benefit Plan

The Company sponsors various retirement and pepdams, including defined benefit, defined conttibo and termination
indemnity plans, which cover most employees worttbviThe Company also provides postretirement bsnefimarily health
care, to all U.S. retired employees and their ddpats.

Many international employees are covered by goventmsponsored programs and the cost to the Conipamot significant.

Retirement plan benefits are primarily based orethployee’s compensation during the last threé/toyfears before
retirement and the number of years of servicertatitonal subsidiaries have plans under which fiardsdeposited with trustees,
annuities are purchased under group contractgserves are provided.

The Company does not fund retiree health care lisefadvance and has the right to modify thesapin the future.

The Company uses the date of its consolidated ¢inhstatements (January 2, 2011 and January 8, 284pectively) as the
measurement date for all U.S. and internation@&lereent and other benefit plans.

In accordance with U.S. GAAP, the Company has abiite recent standards related to employers’ aticaufor defined
benefit pension and other postretirement plans.

Net periodic benefit costs for the Company’s defibenefit retirement plans and other benefit pfan2010, 2009 and 2008
include the following components:

Other Benefit

Retirement Plans Plans
(Dollars in Millions) 2010 2009 2008 2010 2009 2008
Service cos $ 55C 511 54t $134 137 14z
Interest cos 791 74€ 701 20z 174 16¢€
Expected return on plan ass (2,005 (9349 8760 (1) (O @
Amortization of prior service co: 10 13 10 4 B @
Amortization of net transition ass 1 1 2 - — —
Recognized actuarial loss 23€ 15t 62 48 55 64
Curtailments and settlemer 1 1y 7 — (@ —
Net periodic benefit cos $ 584 481 451 $37¢ 35¢ 36€

The net periodic benefit cost attributable to UeSirement plans was $294 million, $286 million €220 million in 2010,
2009 and 2008, respectively.
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Amounts expected to be recognized in net periodieht cost in the coming year for the Companynael benefit
retirement plans and other postretirement plans:

(Dollars in Millions)

Amortization of net transition obligatic $ 1
Amortization of net actuarial loss 402
Amortization of prior service co 5

Unrecognized gains and losses for the U.S. permdans are amortized over the average remainingeigervice for each
plan. For plans with no active employees, theyaanertized over the average life expectancy. Thertimation of gains and
losses for the other U.S. benefit plans is deteechiny using a 10% corridor of the greater of thekeiavalue of assets or the
projected benefit obligation. Total unamortizedngaand losses in excess of the corridor are amdrtixer the average remain
future service.

Prior service costs/benefits for the U.S. pensiangpare amortized over the remaining future sereigplan participants at
the time of the plan amendment. Prior service bes#fit for the other U.S. benefit plans is amedipver the average remaining
service to full eligibility age of plan participanat the time of the plan amendment.

The weighted-average assumptions in the followaldet represent the rates used to develop the &dtpersent value of
projected benefit obligation for the year listed atso the net periodic benefit cost for the follogvyear.

Retirement Plans Other Benefit Plans

(Dollars in Millions) 2010 2009 2008 2010 2009 2008
U.S. Benefit Plans

Discount rate 5.9¢% 6.5C 6.5C 5.9¢% 6.5 6.5C
Expected lon-term rate of return on plan ass 9.0C 9.0C 9.0C 9.0C 9.0C 9.0C
Rate of increase in compensation le\ 428 45C 4.5C 4.28 450 4.5C
International Benefit Plans

Discount rate 5.2€% 5.7¢ 6.0C 6.32% 6.7% 7.2F
Expected lon-term rate of return on plan ass 8.0C 8.0C 8.0 — —_- —
Rate of increase in compensation le\ 4.0C 4.0C 4.0C 4.7¢ 4.7% 4.5C

The Company’s discount rates are determined byiderisg current yield curves representing high fyalong-term fixed
income instruments. The resulting discount ratescansistent with the duration of plan liabilities.

The expected long-term rate of return on plan assgtumption is determined using a building blggk@ach, considering
historical averages and real returns of each atssg. In certain countries, where historical mretuare not meaningful,
consideration is given to local market expectatioh®ng-term returns.

The following table displays the assumed healtle cast trend rates, for all individuals:

Health Care Plans 2010 2009
Health care cost trend rate assumed for next 7.5(% 8.0C
Rate to which the cost trend rate is assumed tiinge@ltimate trend 5.0% 5.0C
Year the rate reaches the ultimate trend 201¢ 2017

A one-percentage-point change in assumed heakhcost trend rates would have the following effect:

One-Percentagt- One-Percentag«
(Dollars in Millions) Point Increase Point Decrease
Health Care Plans
Total interest and service cc $ 3 $ (28)
Postretirement benefit obligatic 377 (302
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The following table sets forth information relatecthe benefit obligation and the fair value ofrplssets at year-end 2010
and 2009 for the Company'’s defined benefit retinehpdans and other postretirement plans:

Other Benefit

Retirement Plans Plans

(Dollars in Millions) 2010 2009 2010 2009
Change in Benefit Obligation
Projected benefit obligatic— beginning of yea $13,44¢ 11,92¢ $3,59C 2,76
Service cos 55C 511 134 137
Interest cos 791 74€ 20z 174
Plan participant contributior 42 50 — —
Amendment: — 3 — —
Actuarial losse: 81t 412 11& 51
Divestitures & acquisition — 15 — 13
Curtailments & settlements & restructuri (120 3) — 74¢
Benefits paid from pla (6279 (570 (47¢) (319%)
Effect of exchange rate (17) 362 7 15
Projected benefit obligatic— end of year? $14,99: 13,44¢ $ 3,572 3,59(
Change in Plan Assets
Plan assets at fair val— beginning of yea $10,92: 7,671 $ 16 17
Actual return on plan asse 1,46€ 2,04¢ 2 4
Company contribution 1,611 1,35¢ 472 30¢
Plan participant contributior 42 50 — —
Settlement: (7) — — —
Benefits paid from plan asse (627 (570 (47¢) (319
Effect of exchange rate 25 364 — —
Plan assets at fair val— end of yea $13,437 10,92: $§ 14 16
Funded status — end of year* $(1,560 (2,52¢€) $(3,55¢ (3,579
Amounts Recognized in the Compar’s Balance Sheet consist of the followiny
Non-current assel $ 61F 266 $ — —
Current liabilities (54) (53) (57€) (489
Non-current liabilities (2,127 (2,739 (2,987 (3,090
Total recognized in the consolidated balance s— end of yea $(1,560 (2,52€) $(3,55¢) (3,579
Amounts Recognized in Accumulated Other Comprehengé Income consist of the

following:
Net actuarial los $ 3,53¢ 3,41f $1,017 924
Prior service cost (credi 39 47 (27) (23
Unrecognized net transition obligati 4 5 — —
Total before tax effect $ 3,58 3,461 $ 99¢ 901
Accumulated Benefit Obligations— end of year* $13,13¢ 11,68
Changes in Plan Assets and Benefit Obligations Regaized in Other Comprehensive

Income
Net periodic benefit cos $ 584 481 $§ 37¢  35¢
Net actuarial loss (gair 354 (7049 134 48
Amortization of net actuarial lo¢ (242) (139 (46) (131
Prior service cos — 3 — —
Amortization of prior service (cost) cret (20 (13 4 5
Effect of exchange rate 13 57 3 2
Total recognized in other comprehensive incomegrgetax $ 115 (79)$ 95 (76)
Total recognized in net periodic benefit cost atiteocomprehensive incon $ 69 (310% 474 283

* The Company does not fund certain plans, as fundingt required. $1.3 billion and $1.2 billiontbe 2010 and 2009
projected benefit obligation and $1.3 billion aridZbbillion of the underfunded status for eachhef fiscal years 2010 and
2009, respectively, relates to the unfunded penglans. $1.1 billion and $1.0 billion of the accuatad benefit obligation for
the fiscal years 2010 and 2009, respectively, edtathese unfunded pension ple

Plans with accumulated benefit obligations in exadlan assets consist of the following:

Retirement Plans

(Dollars in Millions) 2010 2009
Accumulated benefit obligatic $(2,361) (4,06%)
Projected benefit obligatic (2,777)  (4,667)

Plan assets at fair vali 817 2,564
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The following table displays the projected futuenbfit payments from the Company’s retirement ahébenefit plans:

(Dollars in Millions) 2011 2012 2013 2014 2015 201€-202(
Projected future benefit payments

Retirement plan $59€ 59t 614 64z 68z _ 4,15¢
Other benefit plan— gross $265 21z 20C 20z 20: 1,07t
Medicare rebate (19 12 — — — —
Other benefit plan— net $255 20C 20C 20z 20: _ 1,07¢

The 2011 other benefit plan future projected bemafyments exclude $345 million of severance paymassociated with tt
2009 worldwide restructuring program.

In 2010, the Company contributed $1,236 million &3d@5 million to its U.S. and international pensplans, respectively.
The Company plans to continue to fund its U.S.rdefibenefit plans to comply with the Pension PraiadAct of 2006.

International plans are funded in accordance waitiall regulations. Additional discretionary conttibns are made when
deemed appropriate to meet the long-term obligatajrthe plans. For certain plans, funding is nobmon practice, as funding
provides no economic benefit. Consequently the Gomas several pension plans that are not funded.

The following table displays the projected futurimum contributions to the Company’s U.S. andiiné&tional unfunded
retirement plans. These amounts do not included&gyetionary contributions that the Company mageio make in the future.

(Dollars in Millions) 2011 2012 2013 2014 2015 201€-202(
Projected future contributions

Unfunded U.S. retirement pla $36 38 40 43 46 30C
Unfunded international retirement plée $18 17 19 19 23 12¢

Each pension plan is overseen by a local committémard that is responsible for the overall adstiation and investment
of the pension plans. In determining investmenicpes, strategies and goals, each committee odbmarsiders factors includir
local pension rules and regulations; local tax latipns; availability of investment vehicles (segtaraccounts, commingled
accounts, insurance funds, etc.); funded stattisegplans; ratio of actives to retirees; duratibhabilities; and other relevant
factors including, diversification, liquidity of éal markets and liquidity of base currency. A midyoof the Company’s pension
funds are open to new entrants and are expectegl dm-going plans. Permitted investments are piiynaguid and/or listed,
with little reliance on illiquid and non-traditiohavestments such as hedge funds. An asset altocat 75% equities and 25%
fixed income is generally pursued unless local lagans and illiquidity require otherwise.

The Company’s retirement plan asset allocatioha@end of 2010 and 2009 and target allocation2@a&d are as follows:

Percent of Target
Plan Assets Allocation
2010 200¢ _ 2011
U.S. Retirement Plans
Equity securitie: 79% 76% 75%
Debt securitie: _21 24 25
Total plan asset 100%  10C% 10C%
International Retirement Plans _ _
Equity securitie: 65% 65% 65%
Debt securitie: 35 34 35
Real estate and oth e 1 —
Total plan asset 10C%  10C% 10C%

The Company’s other benefit plans are unfundedpiXoe U.S. life insurance contract assets of $1ian and $16 million
at January 2, 2011 and January 3, 2010, respectivel

The fair value of Johnson & Johnson Common Stogdctly held in plan assets was $453 million (3.40total plan assets)
at January 2, 2011 and $469 million (4.3% of tptah assets) at January 3, 2010.

Determination of Fair Value

The Plan has an established and well-documentestpsdor determining fair values. Fair value issolispon quoted market
prices, where available. If listed prices or quaesnot available, fair value is based upon motthelsprimarily use, as inputs,
market-based or independently sourced market paeaspéncluding yield curves, interest rates, viblegs, equity or debt prices,
foreign exchange rates and credit curves.

While the Plan believes its valuation methods pr@priate and consistent with other market paréints, the use of differe
methodologies or assumptions to determine thev&ire of certain financial instruments could regula different estimate of fe
value at the reporting dal



Valuation Hierarchy

The authoritative literature establishes a threetlbierarchy to prioritize the inputs used in meag fair value. The levels
within the hierarchy are described in the tabl@welith Level 1 having the highest priority and leé8 having the lowest.

A financial instrument’s categorization within thaluation hierarchy is based upon the lowest le¥@put that is significant
to the fair value measurement.
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Following is a description of the valuation methlmdpes used for the investments measured at faieva

¢ Short-term investments— Cash and quoted short-term instruments are datéhe closing price or the amount held on
deposit by the custodian bank. Other investmemrtshapugh investment vehicles valued using theAs¢set Value (NAV)
provided by the administrator of the fund. The N&\based on the value of the underlying assets dwgehe fund,
minus its liabilities, and then divided by the nwanbf shares outstanding. The NAV is a quoted griGe market that is n
active and classified as Level

e Government and agency securities A limited number of these investments are valuetti@tlosing price reported on t
major market on which the individual securities tiegled. Where quoted prices are available in timeamarket, the
investments are classified within Level 1 of théuagion hierarchy. If quoted market prices are anailable for the specif
security, then fair values are estimated by ushngjimg models, quoted prices of securities withiEmcharacteristics or
discounted cash flows. When quoted market pricea 8ecurity are not available in an active martkety are classified as
Level 2.

« Debt instrument — A limited number of these investments are valaethe closing price reported on the major maoket
which the individual securities are traded. Wharetgd prices are available in an active marketjrthestments are
classified as Level 1. If quoted market pricesraseavailable for the specific security, then faifues are estimated by
using pricing models, quoted prices of securitiéth wimilar characteristics or discounted cash 8@md are classified as
Level 2. Level 3 debt instruments are priced basednobservable input

» Equity securitiet— Common stocks are valued at the closing pripented on the major market on which the individual
securities are traded. Substantially all commonoksie classified within Level 1 of the valuatiorehérchy.

* Commingled funds— The investments are public investment vehickdaed using the NAV provided by the fund
administrator. The NAV is based on the value ofuithderlying assets owned by the fund, minus itslliges, and then
divided by the number of shares outstanding. Aseetse Level 2 category have a quoted market pn@market that is
not active.

¢ Insurance contract — The instruments are issued by insurance comgaffe fair value is based on negotiated value and
the underlying investments held in separate accpartfolios as well as considering the credit wonéiss of the issuer. Tl
underlying investments are government, asset-bagkddixed income securities. In general, insuraourgracts are
classified as Level 3 as there are no quoted prioesther observable inputs for pricit

¢ Other assets— Other assets are represented primarily by lunitertnerships and real estate investments, asawell
commercial loans and commercial mortgages thatatrelassified as corporate debt. Other assetatbatxchange listed
and actively traded are classified as Level 1, evimbctively traded assets are classified as L2welost limited
partnerships represent investments in private yauitl similar funds that are valued by the gengsiginers. These, as well
as any other assets valued using unobservablesirgmet classified as Level

The following table sets forth the trust investnsemteasured at fair value as of January 2, 201 Dandary 3, 2010:

Quoted Prices Significant Significant

in Active Other Unobsen-
Markets for Observable able
Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total Assets
(Dollars in Millions) 2010 2009 2010 2009 2010 200¢ _ 2010 2009
Shor-term investment fund $ 8C 91 371 358 — — 451 44¢
Government and agency securit 69 — 1,48¢ 1,168 — — 1557 1,16¢
Debt instrument 5 3 1,14¢ 1,24t 13 5 1,167 1,15:
Equity securitie: 6,74¢ 5,06¢ 14 58 24 15 6,78z 5,141
Commingled fund: 1 — 3,17¢ 2,67: 35 26 3,20¢ 2,69¢
Insurance contrac — — — — 29 32 29 32
Other asset 10 31 15C 171 82 82 24z 284
Trust investments at fair value $6,90¢ 5,19: 6,341 5,57( 18 16C 13,43¢ 10,92
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Level 3 Gains and Loss¢

The table below sets forth a summary of chang#isariair value of the Plan’s Level 3 assets forybars ended January 2,
2011 and January 3, 2010:

Debt Equity Commingled Insurance Other Total
(Dollars in Millions) Instruments Securities Funds Contracts Asset: Level 2
Balance December 28, 20 $ 7 15 15 29 85 151
Realized gains (losse — — — 3 — 3
Unrealized gains (losse 2 2 2 — 3 (5)
Purchases, sales, issuances and settlemen 4 2 13 — = 11
Balance January 3, 20: 5 15 26 32 82 16C
Realized gains (losse Q) — — 3 1 3
Unrealized gains (losse 1 4 4 — (©)) 6
Purchases, sales, issuances and settlemen 8 5 5 — 2 20
Balance January 2, 201: $ 13 24 35 29 82 18:

11. Savings Plan

The Company has voluntary 401(k) savings plansgdesi to enhance the existing retirement programerow eligible
employees. The Company matches a percentage otegabyee’s contributions consistent with the psawis of the plan for
which he/she is eligible. Total Company matchingtdbutions to the plans were $157 million, $163liom and $166 million in
2010, 2009 and 2008, respectively.

12. Capital and Treasury Stock
Changes in treasury stock were:

(Amounts in Millions Except Treasury Stock Treasury Stock
Number of Shares in Thousands Shares  Amount
Balance at December 30, 2C 279,62( $14,38t¢
Employee compensation and stock option p (29,906) (2,005
Conversion of subordinated debentt (29 @
Repurchase of common sta 100,97( 6,651
Balance at December 28, 2C 350,66! 19,03
Employee compensation and stock option p (22,167 (1,379)
Conversion of subordinated debentu (96) (6)
Repurchase of common sta 37,11« 2,13(
Balance at January 3, 20 365,52: 19,78(
Employee compensation and stock option p (28,827 (1,792
Conversion of subordinated debentu (39 2
Repurchase of common sta 45,09C 2,797
Balance at January 2, 20 381,74¢ $20,78:

Aggregate shares of Common Stock issued were ajppaitady 3,119,843,000 shares at the end of 20109 26d 2008.
Cash dividends paid were $2.110 per share in 28dr@pared with dividends of $1.930 per share in 2008 $1.795 per
share in 2008.
13. Accumulated Other Comprehensive Income
Components of other comprehensive income/(loss3isbaf the following:

Total
Gains/ Accumulated
Foreign Gains/ (Losses) ol Other
Currency (Losses) ol  Employee Derivatives Comprehensive
(Dollars in Millions) Translation Securities Benefit Plans & Hedges Income/(Loss)
December 30, 20C $ 62¢ 84 (1,360) (45) (693)
2008 change
Unrealized gain (loss — (32 — 94
Net amount reclassed to net earni — (27) — 72
Net 2008 change (2,499 (59) (1,870 16€ (4,267)
December 28, 20C $ (1,87)) 25 (3,230 121 (4,95%)
2009 change
Unrealized gain (loss — (52 — 38
Net amount reclassed to net earni — 3 — (14)
Net 2009 change 1,363 (55) 56¢ 24 1,89
January 3, 201 $  (50€) (30) (2,665 14E (3,05¢)

2010 change
Unrealized gain (loss — 2 — (339



Net amount reclassed to net earni — (45) — 28¢
Net 2010 change (461) 54 (212) (45) (473)

January 2, 201 $ (969 24 (2,686) 10C (3,531)

The tax effect on the unrealized gains/(lossegherequity securities was expense of $13 millioB0&0, income of
$14 million in 2009 and expense of $14 million B03. The tax effect related to employee benefinplaas $11 million,
$302 million and $1,090 million in 2010, 2009 ar@D8, respectively. The tax effect on the gainss@gs$ on derivatives and
hedges was expense of $54 million, $78 million &A@ million in 2010, 2009 and 2008, respectivekye Slote 6 for additional
information relating to derivatives and hedging.

The currency translation adjustments are not agljufstr income taxes as they relate to permanessinvents in international
subsidiaries.
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14. International Currency Translation

For translation of its subsidiaries operating im#S. Dollar currencies, the Company has deterdhihat the local
currencies of its international subsidiaries aeeftinctional currencies except those in highlyatifinary economies, which are
defined as those which have had compound cumuledies of inflation of 100% or more during the phsee years, or where a
substantial portion of its cash flows are not ie libcal currency.

In consolidating international subsidiaries, baiasheet currency effects are recorded as a compohaocumulated other
comprehensive income. This equity account includesesults of translating all balance sheet assetdiabilities at current
exchange rates, except for those located in higiflgtionary economies. The translation of balaskeet accounts for highly
inflationary economies are reflected in the operatiesults.

An analysis of the changes during 2010, 2009 afi@ 26r foreign currency translation adjustmentsicduded in Note 13.

Net currency transaction gains and losses inclunether (income) expense were losses of $130anili$210 million and
$31 million in 2010, 2009 and 2008, respectively.

15. Earnings Per Share

The following is a reconciliation of basic net eags per share to diluted net earnings per sharthéofiscal years ended
January 2, 2011, January 3, 2010 and Decembei0R8; 2

(In millions Except Per Share Data) 2010 2009 2008

Basic net earnings per shi $ 4.8t 4.4~ 4.62
Average shares outstandi— basic 2,751«  2,759.! 2,802.!
Potential shares exercisable under stock optiams; 156.] 118.( 179.C
Less: shares repurchased under treasury stock ch (122.9) (92.0) (149.9
Convertible debt shart 3.€ 3.€ 3.7
Adjusted average shares outstanc— diluted 2,788.t  2,789.. 2,835.¢
Diluted net earnings per she $ 4.7¢ 4.4C 4.57

The diluted net earnings per share calculatioruites the dilutive effect of convertible debt ttsabifset by the related
reduction in interest expense of $4 million af@x-for years 2010, 2009 and 2008.

Diluted net earnings per share excludes 66 milli&1, million and 59 million shares underlying stagkions for 2010, 2009
and 2008, respectively, as the exercise priceadetoptions was greater than their average maakat which would result in an
anti-dilutive effect on diluted earnings per share.

16. Rental Expense and Lease Commitmen

Rentals of space, vehicles, manufacturing equipmedtoffice and data processing equipment undeatipg leases were
approximately $299 million, $322 million and $30%lan in 2010, 2009 and 2008, respectively.

The approximate minimum rental payments requiredeunperating leases that have initial or remaimiogcancelable leas
terms in excess of one year at January 2, 2011 are:

(Dollars in Millions)

After
2011 2012 2013 2014 2015 2015 Total
$18: 15¢ 13C 10€ 89 74 74C

Commitments under capital leases are not significan

17. Common Stock, Stock Option Plans and Stock Compensgan Agreements

At January 2, 2011, the Company had 7 stock-basegbensation plans. The shares outstanding areftracts under the
Company’s 2000 Stock Option Plan, the 2005 Long¥Tercentive Plan, the 1997 Non-Employee Direct®an and the ALZA
Corporation, Inverness Medical Technology, Incd &cios Inc. Stock Option Plans. During 2010, ntoms or restricted shares
were granted under any of these plans except uhde€¥005 Long-Term Incentive Plan.

The compensation cost that has been charged againste for these plans was $614 million, $628iorilland $627 million
for 2010, 2009 and 2008, respectively. The totebine tax benefit recognized in the income staterfegrghare-based
compensation costs was $205 million, $210 milliod 210 million for 2010, 2009 and 2008, respedtyivEhe total
unrecognized compensation cost was $613 millioof danuary 2, 2011, $612 million as of January03,2and $632 million as
of December 28, 2008. The weighted average pedthis cost to be recognized was 1.05 years, ledés and 1.06 years for
2010, 2009, and 2008, respectively. Share-baseg@eosation costs capitalized as part of inventomevirgsignificant in all
periods.

Stock Options

Stock options expire 10 years from the date of igaad vest over service periods that range fronmgirths to four years. A
options are granted at the average of the higH@amgrices of the Company’s Common Stock on the N@rk Stock Exchange
on the date of grant. Under the 2005 Long-Termrtige Plan, the Company may issue up to 260 mikibares of common
stock. Shares available for future grants unde@@5 Lon¢-Term Incentive Plan were 121.3 million at the eh@@l 0.



The Company settles employee stock option exereitestreasury shares. Treasury shares are repkthithroughout the
year for the number of shares used to settle ereplstock option exercise

The fair value of each option award was estimatethe date of grant using the Black-Scholes optalnation model that
uses the assumptions noted in the following tekpected volatility represents a blended rate pédr daily historical average
volatility rate, and a 5-week average implied vilitytrate based on at-the-money traded Johnsonl&sdon options with a life of
2 years. Historical data is used to determine ¥peeted life of the option. The ridkee rate was based on the U.S. Treasury
curve in effect at the time of grant.

The average fair value of options granted was $&835 and $7.66, in 2010, 2009, and 2008, rels@éet The fair value
was estimated based on the weighted average assompt:

2010 2009 2008

Risk-free rate 27¢% 2.71% 2.91%
Expected volatility 178 19.5% 15.(%
Expected life 6.0yr¢  6.0yrs  6.0yre

Dividend yield 3.3(% 3.3% 2.9(%
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A summary of option activity under the Plan asaiuary 2, 2011, January 3, 2010 and December 28, &9d changes
during the years ending on those dates is preséelou:

Aggregate
Intrinsic
Weighted Value
Outstanding Average (Dollars in
(Shares in Thousands Shares Exercise Price Millions)
Shares at December 30, 2( 228,62¢ $ 56.8: $ 2,411
Options grante: 22,42¢ 61.8(
Options exercise (30,037 50.2
Options canceled/forfeite (5,525 61.9(
Shares at December 28, 2( 215,49¢ 58.1¢ $ 597
Options grante: 21,57¢ 58.32
Options exercise (18,225 50.9i
Options canceled/forfeite (6,137 61.8¢
Shares at January 3, 20 212,71¢ 58.6¢ $ 1,31(C
Options grante: 13,99¢ 62.62
Options exercise (25,020 51.8¢
Options canceled/forfeite (8,005 62.3¢€
Shares at January 2, 20 193,69( $ 59.6¢ $ 64¢€

The total intrinsic value of options exercised a8 million, $184 million and $506 million in 201P009 and 2008,
respectively.

The following table summarizes stock options outdiiag and exercisable at January 2, 2011

(Shares in Thousands) Outstanding Exercisable
Average Average
Exercise Average Exercise Exercise
Price Range Options  Life 1)  Price Options  Price
$25.0(-$40.08 50 0.¢ $29.5¢ 50 $29.5:
$41.2¢-$49.86 532 0.5 47.4: 53z 47.4
$50.5:-$52.80 20,15¢ 21 52.2C 20,11t 52.2C
$53.0(-$53.93 24,11 3. 5397 24,11« 53.92
$54.0-$57.30 24,33: 1.1 57.2¢ 24,33. 57.2¢
$57.4+-$58.34 39,34 6.5 58.3: 20,17¢ 58.3t
$58.4:-$65.10 33,02( 7.6 62.11] 1,14, 61.21]
$65.6:-$68.37 52,14« 4.€ 65.97 50,81( 65.9¢

193,69( 4.7 $59.6¢ 141,27! $59.2¢

(1) Average contractual life remaining in yee

Stock options exercisable at January 3, 2010 améiDber 28, 2008 were 148,349 at an average prib726 and an
average life of 5.0 years and 144,962 at an aveyage of $56.25 and an average life of 5.3 yaaspectively.

Restricted Share Unit

The Company grants restricted share units withséirvg period of three years. The Company settlgd@me stock issuanc
with treasury shares. Treasury shares are repkhiginoughout the year for the number of shared f@eemployee stock
issuances.

A summary of share activity under the Plan as ofiday 2, 2011

Outstanding

(Shares in Thousands) Shares

Shares at December 30, 2( 13,66:
Granted 10,10¢
Issuec (40
Canceled/forfeites (1,469
Shares at December 28, 2( 22,25¢
Granted 11,17:
Issuec (5,719
Canceled/forfeites (1,399
Shares at January 3, 20 26,32«

Granted 12,00:



Issuec (6,297)

Canceled/forfeitet (2,296
Shares at January 2, 20 29,73¢

The average fair value of the restricted sharesugriinted was $56.69, $52.79 and $56.70 in 20109 a8d 2008,
respectively, using the fair market value at thiead grant. The fair value of restricted sharagsmias discounted for dividends,
which are not paid on the restricted share unittduithe vesting period. The fair value of resttshare units settled was
$375.0 million, $308.4 million and $2.5 million 2010, 2009 and 2008, respectively.
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18. Segments of Businesd$) and Geographic Areas
Sales to Customer{?

(Dollars in Millions) 2010 2009 2008
Consume—
United State: $ 5,51¢ 6,837 6,93i
International 9,071 8,966 9,113
Total 14,59( 15,80: 16,054
Pharmaceutice—
United State: 12,51¢ 13,04. 14,83:
International 9,877 9,47¢ 9,73¢
Total 22,39¢ 22,52( 24,56
Medical Devices and Diagnosti—
United State: 11,41: 11,01: 10,54:
International 13,18¢ 12,56: 12,58t
Total 24,60. 23,57: 23,12¢
Worldwide total $61,587 61,897 63,747
Operating Profit Identifiable Assets
(Dollars in Millions) 20106 20096) 2008 2010 2009 2008
Consume $ 2,342 2,478 2,674 % 23,75: 24,67 23,76¢
Pharmaceutice 7,08¢ 6,41 7,60F 19,96. 21,46( 19,54«
Medical Devices and Diagnosti 8,27z 7,69¢ 7,22: 23,277 22,85: 20,77¢
Total 17,70 16,58: 17,50: 66,99. 68,98: 64,08¢
Less: Expense not allocated to segm®) 75% 827 572
General corporat® 35,917 25,69¢ 20,82«
Worldwide total $16,947 15,75! 16,92¢ $102,90¢ 94,687 84,91:
Additions to Property, Depreciation and
Plant & Equipment Amortization
(Dollars in Millions) 2010 2009 2008 2010 2009 2008
Consume $ 52€ 43¢ 49¢ $ 53z 51: 48¢
Pharmaceutice 50¢ 53t 92C 912 92z 98¢
Medical Devices and Diagnosti 1,12: 1,224 1,251 1,27C 1,12/ 1,14¢
Segments tote 2,147 2,08¢ 2,67C 2,71¢ 2,55¢ 2,621
General corporat 237 277 39€ 228 21t 211
Worldwide total $2,38¢ 2,36f 3,06€ $2,93¢ 2,774/ 2,832
Sales to Customer{2) Long-Lived Assets(®)
(Dollars in Millions) 2010 2009 2008 2010 2009 2008
United State: $29,45( 30,88¢ 32,30¢ $ 23,31t 22,39¢ 21,67«
Europe 15,51( 15,93« 16,78: 16,79. 17,347 14,37¢
Western Hemisphere excluding U. 5,55(C 5,15¢ 5,17: 3,65: 3,54( 3,32¢
Asia-Pacific, Africa 11,077 9,91¢ 9,48 2,08¢ 1,86¢ 1,89¢
Segments tote 61,587 61,897 63,747 45,84¢ 45,15¢ 41,27
General corporat 71t 79C 78t
Other non lon-lived asset: 56,34t 48,73t 42,85:
Worldwide total $61,587 61,897 63,74 $102,90¢ 94,68. 84,91:

(1) See Note 1 for a description of the segments irthvtie Company operates.

(@) Export sales are not significant. In 2010, 2009 20@8, the Company did not have a customer thaésepted 10% of total
revenues

(3 Amounts not allocated to segments include intdiesbme) expense, non-controlling interests ancegarcorporate (income)
expense

4 General corporate includes cash and marketableisesu

®) Includes $966 million of net litigation gain, conged of a $333 million expense in the Pharmacelsieament and a gain of
$1,299 million in the Medical Devices and Diagnestsegment. Includes $569 million of product ligpiéxpense, comprised
of $114 million in the Pharmaceutical segment af85dmillion in the Medical Devices and Diagnossegment. The Medical
Devices and Diagnostics segment also includes $280n expense for the cost associated with th@eASR™ Hip recall
program.



®) Includes $1,186 million of restructuring expensemprised of $369 million, $496 million, and $321llion for the Consumer,
Pharmaceutical, and Medical Devices and Diagnosggsnents, respectively. Includes $386 millioncafrth quarter net
litigation gain, comprised of a $92 million experisehe Pharmaceutical segment and a gain of $4ifi@min the Medical
Devices and Diagnostics segme

(™ Includes $7 million and $174 million of IPR&D foné Consumer and Medical Devices and Diagnosticsierts, respectivel
Includes $379 million of fourth quarter net litigat gain, comprised of a $50 million expense in@msumer segment and a
gain of $429 million in the Medical Devices and Gi@stics segment. The Medical Devices and Diagtmsggment also
includes a $536 million gain on the divestiturehe Professional Wound Care business of Ethican,

® Long-lived assets include property, plant and eapeipt, net for 2010, 2009 and 2008 of $14,553, &ahd $14,365,
respectively, and intangible assets and goodwvell for 2010, 2009 and 2008 of $32,010, $31,185%27J695, respectivel
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19. Selected Quarterly Financial Data (unaudited)
Selected unaudited quarterly financial data foryth@rs 2010 and 2009 are summarized below:

2010 2009
First Second  Third Fourth First Second Third Fourth

(Dollars in Millions Except Per Share Data) Quarter ) Quarter @) Quarter Quarter @) Quarter Quarter Quarter Quarter ¢4
Segment sales to custom

Consume $ 3,76¢ 3,647 3,567 3,61C 3,711 3,85¢ 3,98¢ 4,24¢
Pharmaceutice 5,63¢ 5,565¢ 5,49t 5,71C 5,78C 5,49¢ 5,24¢ 5,99:
Med Devices & Diagnostic 6,227 6,130 5,92( 6,32¢ 5,53t 5,887 5,84: 6,30¢
Total sales $ 15,637 15,33( 14,98. 15,64¢ 15,02¢ 15,23¢ 15,08. 16,55
Gross profit 11,10: 10,70C 10,38¢ 10,60¢ 10,77¢ 10,78¢ 10,64 11,23¢
Earnings before provision for taxes on incc 6,28( 4,220 4,21¢ 2,228 4,64: 4,267 4,24% 2,604
Net earning: 4,52¢ 3,44¢ 3,417 1,94: 3,507 3,20¢ 3,34F 2,20¢
Basic net earnings per shi $ 1.64 1.2 1.24 071 127 11¢ 1.21] 0.8C
Diluted net earnings per she $ 1.6z 1.2 1.2t 0.vC 1.2¢ 11t 1.2 0.7¢

@ The first quarter of 2010 includes $910 millionesftax of income from net litigation.
@ The second quarter of 2010 includes $67 milliopratiax of income from net litigation.

(3 The fourth quarter of 2010 includes an after-taargk of $279 million from net litigation settlemsnan after-tax charge of
$404 million for product liability expense and dteatax charge of $239 million for the cost asated with the DePuy ASR
™ Hip recall program

@ The fourth quarter of 2009 includes an after-taargk of $852 million for restructuring and $212lioil after-tax of income
from net litigation.

20. Business Combinations and Divestiture

Certain businesses were acquired for $1,269 milliazash and $52 million of liabilities assumedidgr2010. These
acquisitions were accounted for by the purchaséodeand, accordingly, results of operations hawnbecluded in the financial
statements from their respective dates of acqoisiti

The 2010 acquisitions included: Acclarent, Inqori@ately held medical technology company dedicatedesigning,
developing and commercializing devices that addeesslitions affecting the ear, nose and throat (ElREspiVert Ltd., a
privately held drug discovery company focused ovetlping small-molecule, inhaled therapies fortileatment of pulmonary
diseases and Micrus Endovascular Corporation, lzatjteveloper and manufacturer of minimally invasilevices for
hemorrhagic and ischemic stroke.

The excess of purchase price over the estimateddhie of tangible assets acquired amounted tB851million and has bes
assigned to identifiable intangible assets, with @sidual recorded to goodwill. Of this amountpapximately $213 million has
been identified as the value of IPR&D associatetth trie acquisitions of Acclarent, Inc., RespiVetd.Land Micrus Endovascul
Corporation.

The IPR&D related to the acquisition of Acclardnt. was $75 million and is associated with noeeldoscopic, catheter-
based devices to meet the needs of ENT patienesvalue of the IPR&D was calculated using cash fioajections discounted
for the risk inherent in such projects. Probabitifysuccess factors ranging from 50-53% were usedftect inherent clinical and
regulatory risk. The discount rate applied was 16%.

The IPR&D related to the acquisition of RespiVetd.,.was $100 million and is associated with narepegctrum kinase
inhibitors with a unique profile of anti-inflammagoactivities as treatments for moderate to seastema, Chronic Obstructive
Pulmonary Disease (COPD) and Cystic Fibrosis (Thi value of the IPR&D was calculated using castv fbrojections
discounted for the risk inherent in such projeBrabability of success factors ranging from 10-12&6e used to reflect inherent
clinical and regulatory risk. The discount rate lsggbwas 17%.

The IPR&D related to the acquisition of Micrus Emédecular Corporation was $38 million and is asgediavith ischemic
and flow diverter technologies. The value of thR&® was calculated using cash flow projections distted for the risk
inherent in such projects. Probability of successdrs ranging from 50-75% were used to refleceiaht clinical and regulatory
risk. The discount rate applied was 14%.

During 2010, the Company announced an agreemetigaire all outstanding equity of Crucell N.V. titadoes not already
own for approximately $2.3 billion in a cash tendffer. As of January 2, 2011 the Company held exprately 18% of
Crucell's outstanding ordinary shares. Crucell gdabal biopharmaceutical company focused on theach & development,
production and marketing of vaccines and antibodgzsnst infectious disease worldwide. On Febr@ar2011, the Company
announced that the tender offer for Crucell has lmeenpleted and has declared the offer unconditiona

Certain businesses were acquired for $2,470 milkarash and $875 million of liabilities assumed an
nor-controllinginterests during 2009. These acquisitions wereatea for by the purchase method and, accordimgylts ot



operations have been included in the financiakstants from their respective dates of acquisition.

The 2009 acquisitions included: Mentor Corporateteading supplier of medical products for thebglaaesthetics market;
Cougar Biotechnology, Inc., a development stagphmomaceutical company with a specific focus orotogy; Finsbury
Orthopaedics Limited, a privately held UK-based ofanturer and global distributor of orthopaedic lamts; Gloster Europe, a
privately held developer of innovative disinfectiprocesses and technologies to prevent healthcapgrad infections and
substantially all of the assets and rights of EHallzheimer's Immunotherapy Program through a ndatyned company, of
which the Company owns 50.1% and Elan owns 49.9%.
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The excess of purchase price over the estimategdhie of tangible assets acquired amounted @482million and has bes
assigned to identifiable intangible assets, with @sidual recorded to goodwill. Of this amountpapximately $1,737 million
has been identified as the value of IPR&D primaaiggociated with the acquisitions of Cougar Biotedbgy, Inc. and
substantially all of the assets and rights of EHaklzheimer’'s Immunotherapy Program. Additionalipproximately
$1,107 million has been identified as the valuetbkr intangible assets, including patents & tetdgyand customer
relationships primarily associated with the acdigisi of Mentor Corporation.

The IPR&D related to the acquisition of Cougar Bitnology, Inc. was $971 million and is associatéH abiraterone
acetate, a late stage, first-in-class compounth®treatment of prostate cancer. The value ofRR&D was calculated using
cash flow projections discounted for the risk irdrrin such projects. Probability of success factanging from 60 —85% were
used to reflect inherent clinical and regulatoskriThe discount rate applied was 23.5%.

During 2009, the Company acquired substantiallpfthe assets and rights of Elan’s Alzheimer’s mmotherapy Program
through a newly formed company, Janssen Alzheimenunotherapy (JAI), of which the Company owns 504drfd Elan owns
49.9%. In addition, the Company purchased appraeind 07 million newly issued American Depositargdeipts (ADRs) of
Elan, representing 18.4% of Elardutstanding ordinary shares. As part of thissaation, the Company paid $885 million to E
and committed to fund up to $250 million of Elarshare of research and development spending byOfAtis total consideratic
of $1,135 million, $793 million represents the faaue of the 18.4% investment in Elan based on’Elghare price in an active
traded market as of the date of this transactitwe. [PR&D related to this transaction was $679 wonilland is associated with
bapineuzumab, a potential first-in-class treatntieat is being evaluated for slowing the progressibAlzheimer’s Disease. The
value of the IPR&D was calculated using cash flowjgctions discounted for the risk inherent in spobjects. Probability of
success factors ranging from 40 — 50% were useefliect inherent clinical and regulatory risk. Tdiscount rate applied was
26%. The non-controlling interest related to thasaction was $590 million, which the Companyfieasrded in other non-
current liabilities.

Certain businesses were acquired for $1,214 milhiazash and $114 million of liabilities assumedidg 2008. These
acquisitions were accounted for by the purchaséodeand, accordingly, results of operations hawnbecluded in the financial
statements from their respective dates of acqoisiti

The 2008 acquisitions included: Amic AB, a privgitheld Swedish developer of in vitro diagnosticdhealogies for use in
point-of-care and near-patient settings; Beijind&aCosmetics Co., Ltd., a company that sells patsmare brands in China;
SurgRXx, Inc., a privately held developer of theabed bipolar tissue sealing system used in theEA\S family of devices;
HealthMedia, Inc., a privately held company thaates web-based behavior change interventions;R&tormance Systems,
Inc., a privately held company known as Human Rerémce Instituté , which develops science-based training programs to
improve employee engagement and productivity andiXOBiopharmaceuticals, Inc., a fully integratediharmaceutical
company that develops and markets biosurgical mmnaLinotherapy products.

The excess of purchase price over the estimategidhie of tangible assets acquired amounted td $&8ion and has been
assigned to identifiable intangible assets, with @sidual recorded to goodwill. Approximately $18illion has been identified
as the value of IPR&D associated with the acquisgtiof Omrix Biopharmaceuticals, Inc., Amic AB, §BRx, Inc. and
HealthMedia, Inc.

The IPR&D charge related to the acquisition of OnBiopharmaceuticals, Inc. was $127 million andssociated with stand-
alone and combination biosurgical technologies ugethieve hemostasis. The value of the IPR&D eedsulated using cash
flow projections discounted for the risk inheremsuch projects. Probability of success factorgirapfrom 60 —90% were use
to reflect inherent clinical and regulatory riskeldiscount rate applied was 14%.

The IPR&D charge related to the acquisition of ArAB was $40 million and is associated with pointeafe device and
4CAST Chip technologies. The value of the IPR&D wakulated using cash flow projections discourfitedhe risk inherent in
such projects. The discount rate applied was 20%.

The IPR&D charge related to the acquisition of Rxginc. was $7 million and is associated with e¢ssitting and sealing
surgical devices. The value of the IPR&D was caltad using cash flow projections discounted forribleinherent in such
projects. Probability of success factors ranginognfi90 — 95% were used to reflect inherent clinazad regulatory risk. The
discount rate applied was 18%.

The IPR&D charge related to the acquisition of ltddedia, Inc. was $7 million and is associated jariilg with process
enhancements to software technology. The valueeofRR&D was calculated using cash flow projectidisgounted for the risk
inherent in such projects. A probability of succkador of 90% was used to reflect inherent ridhe Biscount rate applied was
14%.

Supplemental pro forma information for 2010, 2088 2008 in accordance with U.S. GAAP standardgeélto business
combinations, and goodwill and other intangibleetésss not provided, as the impact of the afordiorad acquisitions did not
have a material effect on the Company’s resultgpefrations, cash flows or financial position.

With the exception of the divestiture of the Bre@ate Business of Ethicon Endo-Surgery Inc., foiclithe gain is recorded
in other (income) expense in 2010, and the divegstivf the Professional Wound Care business ot&ihilnc., which resulted in
a gain of $536 million before tax, and is recordedther (income) expense, net, in 2008, divest#un 2010, 2009 and 2008 did
not have a material effect on the Comg’s results of operations, cash flows or financialifion.
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21. Legal Proceedings
Product Liability

The Company’s subsidiaries are involved in numeposluct liability cases in the United States, mahwhich concern
alleged adverse reactions to drugs and medicategvihe damages claimed are substantial, and thkil€ompany is confident
of the adequacy of the warnings and instructionsi$e that accompany such products, it is notld&sd predict the ultimate
outcome of litigation. The Company has establighediuct liability reserves based on currently ata# information, which in
some cases may be limited and changes to the esseray be required in the future as additionalrmédion becomes available.

Multiple products of Johnson & Johnson subsidiaaiessubject to numerous product liability claimsl éawsuits. There are
significant number of claimants who have pendingslaits or claims regarding injuries allegedly doa®@RTHO EVRA®,
RISPERDAL®, LEVAQUIN ®, DURAGESIC®, the CHARITE™ Atrtificial Disc, CYPHER® Stent, and ASR Hip. These
claimants seek substantial compensatory and, veheitable, punitive damages.

With respect to RISPERDA®, the Attorneys General of multiple states andQfffice of General Counsel of the
Commonwealth of Pennsylvania have filed action&isgereimbursement of Medicaid or other public faridr RISPERDAL®
prescriptions written for off-label use, compensatior treating their citizens for alleged advemsactions to RISPERDAR
civil fines or penalties, damages for “overpaymeébisthe state and others, punitive damages, arattlief. The Attorney
General of Texas has joined a qui tam action ihgtate seeking similar relief. Certain of thestoas also seek injunctive relief
relating to the promotion of RISPERDAL. The Attorneys General of approximately 40 otheates have indicated a potential
interest in pursuing similar litigation against empany’s subsidiary, Janssen PharmaceuticaJaos§en) (now Ortho-McNeil-
Janssen Pharmaceuticals Inc. (OMJPI)), and hawenglot a tolling agreement staying the running efdtatute of limitations
while they pursue a coordinated civil investigatafrOMJPI regarding potential consumer fraud adimnconnection with the
marketing of RISPERDAI® . In addition, there are six cases filed by uniealth plans seeking damages for alleged
overpayments for RISPERDA®, several of which seek certification as classoasti One of these has been dismissed on
Summary Judgment. In the case brought by the Adgtofeneral of West Virginia, based on claims ftegdd consumer fraud as
to DURAGESIC® as well as RISPERDAR, Janssen (now OMJPI) was found liable and damages assessed at $4.5 million.
OMJPI filed an appeal. The West Virginia Supreme€accepted Janssen’s appeal from that Judgmdrtharappeal was
argued in September 2010. In October 2010, the Wieginia Supreme Court unanimously reversed tha tiourt’s decision. In
December 2010, the Attorney General dismisseddke as it related to RISPERDAIwithout any payment. Thereafter, the
Company settled the case insofar as it relatedtBAGESIC® . In September and October 2010, a false claim saitdht unde
a Louisiana statute was tried. The jury returnedraict of $257.7 million in favor of that Statefdtorney General and against
Janssen and the Company. Post-trial motions clugfigrihe verdict will be filed, and if unsuccessfulll be followed by an
appeal. The Company believes that it has strongnaegts supporting an appeal. The Company beliéagthe potential for an
unfavorable outcome is not probable, thereforiea#t not established a reserve with respect todtaiot. In the Commonwealth
of Pennsylvania suit against Janssen, trial comateircJune 2010. The Judge dismissed the casdladtelose of the plaintiff's
evidence. The Commonwealth has filed post-trialiomst which are pending. Other cases scheduledi&matre in South
Carolina, currently scheduled in March 2011, angaBescheduled in June 2011.

In August 2010, DePuy Orthopaedics, Inc. (DePuyioamced a worldwide voluntary recall of its ASRXL Acetabular
System and DePuy ASR Hip Resurfacing System used in hip replacementesyrglaims for personal injury have been made
against the Company. The Company has receivecklihiformation to date with respect to potentiairols and other costs
associated with this recall. The Company’s prodiatility reserve has been increased in part duntipated product liability
expense, and costs associated with the DePuy’$#p recall. However, at this point in time, the Quany cannot estimate the
range of reasonably possible losses with respebiganatter and changes to the reserve may béreglga the future as
additional information becomes available.

Patent Litigation

The products of various Johnson & Johnson subsgigdiaire the subject of various patent lawsuitsptiteomes of which
could potentially adversely affect the ability bbse subsidiaries to sell those products, or redgbe payment of past damages
and future royalties.

On January 29, 2010, Cordis Corporation (Cordi)egzka patent infringement action against Bostoieigific Corporation
(Boston Scientific) in Delaware Federal Districtu®oaccusing its Express2 , Taxus® and Liberte® stents of infringing the
Palmaz and Gray patents. Under the terms of thiesent, Boston Scientific dropped its lawsuit ihigh Cordis’ CYPHER®
stent was found to have infringed their Jang patedtpaid Cordis $1.0 billion on February 1, 20B6ston Scientific also agreed
to pay Cordis an additional $725 million plus irterby January 3, 2011. On August 2, 2010, BostienSfic paid the full
$725 million plus interest. The Company recordedl®t.7 billion in the fiscal first quarter of 20XDordis granted Boston
Scientific a worldwide license under the Palmaz @nay patents and Boston Scientific granted Caadisorldwide license under
the Jang patents for all stents sold by Cordisgxite 2.25mm size CYPHER.

Cordis has several pending lawsuits in the Neweyeaisnd Delaware Federal District Courts, against&u Corporation
(Guidant), Abbott Laboratories, Inc. (Abbott), BestScientific and Medtronic Ave, Inc. (Medtronidleging that the Xience V
™ (Abbott), Promus™ (Boston Scientific) and Endeav®(Medtronic) drug eluting stents infringe severaigmas owned by or
licensed to Cordis. On January 20, 2010, in ontb@tases against Boston Scientific, alleging shégs of their Promus' stent
infringed
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Wright and Falotico patents, the District CourDielaware found the Wright/Falotico patent invalid fack of written descriptio
and/or lack of enablement. Cordis has appealeduhisy.

In January 2011, a jury in the Eastern DistricTekas returned a verdict finding that Cordis’ salbiks CYPHER® stent
willfully infringed a patent issued to plaintiff,rBce Saffran: Saffran v. Cordis (E.D. Tx.). Theyjawarded plaintiff $482 milliol
Cordis has alleged that plaintéfpatent is invalid or unenforceable under theriteebf inequitable conduct. A bench trial on 1
issue is expected to take place in March 2011nsacessful on this defense, the Company will seekerturn the verdict
through post-trial motions, and on appeal if neagssSince the Company believes that the potefatiadn unfavorable outcome
is not probable, it has not established a resertferaspect to the case.

In October 2004, Tyco Healthcare Group, LP, (Tyexad U.S. Surgical Corporation sued Ethicon End@i&yy, Inc. (EES)
alleging that several features of EE®armonic scalpel infringed four Tyco patentsOitober 2007, the court granted in part
denied in part cross-motions for summary judgmaAsta result of the opinion, a number of claims hiagen found invalid and a
number have been found infringed. No claim has lieend valid and infringed. Trial commenced in Dmter 2007, and the
court dismissed the case without prejudice on gisuhat Tyco did not own the patents in suit. Tisenissal without prejudice
was affirmed on appeal. In January 2010, Tyco fdedther complaint in the District of Connecticaserting three of the four
patents from the previous suit and adding new ptsdd his case is scheduled to be tried in Octabéd.

In May 2008, Centocor, Inc. (how Centocor OrthotBah Inc. (COBI)) filed a lawsuit against Genentdale. (Genentech) in
U.S. District Court for the Central District of Gfaknia seeking to invalidate the Cabilly Il pateRtior to filing suit, COBI had a
sublicense under this patent from Celltech (who keansed by Genentech) for REMICADPEand had been paying royalties to
Celltech. COBI has terminated that sublicense amgpgd paying royalties. Genentech has filed a oalaim alleging that
REMICADE ®infringes its Cabilly 1l patents. Genentech haspged all its other claims that the manufacture BMRCADE @,
STELARA®, SIMPONI® and ReoPr®& also infringes one of its other patents relatinths purification of antibodies made
through recombinant DNA techniques. The court catelila hearing on Summary Judgment Motions in ALR0%0. Shortly
thereafter the parties settled this case with C@Bgiving license under the Cabilly Il patent.

In January 2011, Genentech initiated an arbitradigainst Celltech seeking damages for allegedlpe@iing with COBI to
improperly terminate a prior agreement in which G@R8s sublicensed under the Cabilly patents. CGldn indemnity
agreement with Celltech, and Celltech has assénd_OBI is liable for any damages Celltech maydzpiired to pay
Genentech, in that arbitration.

In April 2009, a bench trial was held before thel&ml District Court for the Middle District of Hida on the liability phase
of CIBA VISION Corporation’s (CIBA) patent infringeent lawsuit alleging that Johnson & Johnson Vigiame, Inc.’s (JJVC)
ACUVUE ® OASYS™ |enses infringe three of their Nicholson patentsAtigust 2009, the District Court found two of thes
patents valid and infringed and entered judgmeairesg JJVC. JJVC appealed that judgment to thet@duxppeals for the
Federal Circuit. On April 27, 2010, the District @bdenied CIBA’s motion to permanently enjoin th&inging lenses. CIBA
appealed this ruling and its appeal was consolithaith JJVC's appeal on the merits. CIBA brougkhit against JJVC under its
counterparts to the Nicholson patents in variouDfean countries. In the Netherlands and Francpdtents were found valid
and infringed and JJVC was enjoined from sellingSY& ™ . Both those decisions were appealed. In Francegheal was
denied. In the Netherlands the appeal was pen@ilBA’s patents were found to be invalid in Germatig UK and Austria and
CIBA appealed those decisions. In January 201 pdnies settled all pending lawsuits and appeatldrcontact lens field
worldwide and entered in cross-licenses of varjpatents pertinent to the contact lens field inalgdhe Nicholson patents. The
injunctions in France and the Netherlands have bfted.

In May 2009, Abbott Biotechnology Ltd. (Abbott)dil a patent infringement lawsuit against Centogow(COBI) in the
United States District Court for the District of B&achusetts. The suit alleges that Centocor’'s SIMP®roduct, a human anti-
TNF alpha antibody, infringes Abbott’s ‘394 patétiie Salfeld patent). The case was stayed pendangesolution of an
arbitration filed by Centocor directed to its clatihat it is licensed under the ‘394 patent. In JB0#0, the Arbitrator ruled that
Centocor did not have a license to the patentstin-Bhe matter will proceed before the Districtu®oof Massachusetts on the
issues of infringement and validity of the Abbcdtents.

In August 2009, Abbott GmbH & Co. (Abbott GmbH) afilbott Bioresearch Center filed a patent infringatlawsuit
against Centocor (now COBI) in the United Statestfitit Court for the District of Massachusetts. Foé alleges that COBI's
STELARA ® product infringes two U.S. patents assigned to AbBmbH. In August 2009, COBI filed a complaint for
declaratory judgment of non-infringement and indii of the Abbott GmbH patents in the United Ssabéstrict Court for the
District of Columbia. On the same date, also inWnéted States District Court for the District obldmbia, COBI filed a
Complaint for Review of a Patent Interference Diecigranting priority of invention on one of thedwsserted patents to Abbott
GmbH. In August 2009, Abbott GmbH and Abbott Laltories Limited brought a patent infringement saoiffhe Federal Court
of Canada alleging that STELARRInfringes Abbott GmbH's Canadian patent. The Camadiase is scheduled to be tried in
October 2012. The cases filed by COBI in the Disiof Columbia have been transferred to the Distridviassachusetts.
Discovery in this case is ongoing.

In August 2009, Bayer HealthCare LLC (Bayer) fimdt against COBI in Massachusetts District Colleiging infringement
by COBI's SIMPONI® product of its patent relating to human anti-TNFleodies. On January 28, 2011, the court issued
judgment dismissing Bay's infringement claims. Bayer may appeal this rulingNovember 2009, Bayer also filed suit unde
European counterpart to these patents in GermashyhanNetherlands. The court in the Netherlandd tied Dutch patent invalid
in a parallel case Bayer brought against Abboté Diitch court subsequently entered judgment inrfafthe European Centoc



affiliate and Bayer appealed that judgment in tlethierlands. The infringement trial in Germany isestuled to begin in
August of 2011.
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In June 2009, Centocor’s (now COBI) lawsuit allegthat Abbott's HUMIRA® anti-TNF alpha product infringes Centocor’s
‘775 patent went to trial in Federal District Courtthe Eastern District of Texas. On June 28, 2009y returned a verdict
finding the patent valid and willfully infringednd awarded Centocor damages of approximately $llignb A bench trial on
Abbott's defenses, of inequitable conduct and praotien laches, was held in August 2009, and théribisCourt decided these
issues in favor of Centocor. All of Abbott’s posat motions have been denied except that the iDisBourt granted Abbott’s
motion to overturn the jury finding of willfulnes§udgment in the amount of approximately $1.9daillinclusive of interest was
entered in favor of Centocor in December 2009, Alnllott filed an appeal to the Court of Appealstfoe Federal Circuit;
therefore the Company has not reflected any o$h® billion in its consolidated financial staterteerThe oral argument on
appeal was held on November 2, 2010. In Decemb@9,20entocor also filed a new lawsuit in the Easf®istrict of Texas
seeking damages for infringement of the ‘775 pattmibutable to sales of HUMIRA subsequent to the jury verdict in June
2009. On February 23, 2011, the Court of Appealensed the June 2009 decision and the $1.9 bjllidgment of the District
Court.

The following chart summarizes various patent latsstoncerning products of the Company’s subsidgthat have yet to
proceed to trial:

Plaintiff/ Trial Date
J&J Product Company Patents Patent Holder Court  Date**  Filed
CYPHER® Stent Cordis Wall Wall E.D. TX Q2/11 11/07
*Trial
conc-
CYPHER® Stent Cordis Saffrar Saffran E.D. TX luded 10/0%
Blood Glucose Meters and Stri LifeScan Wilsey Roche Diagnostic D. DE * 11/07
SIMPONI® Centocor/COE Salfelc Abbott Laboratorie  MA * 05/0¢
SIMPONI® Centocor/COE Boyle Bayer Healthcar MA *kx 08/0¢
STELARA® Centocor/COE Salfelc Abbott GmbH MA * 08/0¢

* Trial date to be schedule
** Q reflects the Compa’s fiscal quarter

*** Summary judgment grante

Litigation Against Filers of Abbreviated New Drugpplications (ANDAS)

The following chart indicates lawsuits pending agageneric firms that filed Abbreviated New Drugphications (ANDAS)
seeking to market generic forms of products solddnyous subsidiaries of the Company prior to eeqin of the applicable
patents covering those products. These ANDAs tylgiaaclude allegations of non-infringement, inwdity and unenforceability
of these patents. In the event the subsidiaryeflbmpany involved is not successful in these astior the statutory
30-month stay expires before a ruling from the isCourt is obtained, the firms involved will hathe ability, upon FDA
approval, to introduce generic versions of the pob@t issue resulting in very substantial marketrs and revenue losses for the
product of the Company’s subsidiary.

As noted in the following chart, 30-month staysiesgb during 2009, 2010, and will expire in 201112Gnd 2013 with
respect to ANDA challenges regarding various préstuc

30-Month

Brand Name Patent/NDA Generic Trial Date Stay
Product Holder Challenger Court Date** Filed Expiration
CONCERTA®18, 27, 36 and 54 mg controlled release te Orthc-McNeil-Jansse Andrx D.DE Q4/07 09/0t None
ALZA KUDCO D.DE * 01/1C 05/12
Impax and Tev D.DE * 11/1C 04/1z
LEVAQUIN ® 250, 500, 750 mg tabl Orthc-McNeil Lupin D. NJ * 10/0€ 03/0¢

ORTHO TRI-CYCLEN®LO 0.18 mg/0.025 mg,

0.215 mg/0.025 mg and 0.25 mg/0.025 Orthc-McNeil Watsor D. NJ * 10/0¢ 03/11
Sando. D.NJ * 10/11
Lupin D. NJ * 01/1C 06/12
Mylan D.NJ * 11/1C 4/18
ULTRAM ER ®100, 200, 300 mg tabl Orthc-McNeil/Biovail Pai D. DE Q2/0¢ 05/07 09/0¢
06/07% 11/0¢
10/07 03/1C
ULTRAM ER ®100, 200, 300 mg tabl Orthc-McNeil/Biovail Impax D.DE 08/0¢ 01/11
11/0¢ 03/11
ULTRAM ER ®100, 200, 300 mg tabl Orthc-McNeil/Biovalil Paddoc D.MN * 09/0¢ 01/12
ULTRAM ER ©100, 200, 300 mg tabl Orthc-McNeil/Biovail Ciphel D. DE * 10/0¢ 03/1z2
ULTRAM ER ®100, 200, 300 mg tabl Orthc-McNeil/Biovalil Lupin D. DE * 01/1C 06/12
PREZISTA® Tibotec Mylan D.NJ * 11/1C 12/1z
Tibotec Lupin  D.NJ * 11/1C 12/1:

* Trial date to be schedule



** Q reflects the Compa’s fiscal quarter
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In October 2008, the Company’s subsidiary Ortho-MitNanssen Pharmaceuticals, Inc. (OMJPI) filed sutederal Distric
Court in New Jersey against Watson Laboratories,(MVatson) in response to Watson’'s ANDA regarddigTHO TRI-
CYCLEN®LO. In June 2009, OMJPI filed suit in Federal DetCourt in New Jersey against Sandoz Laboratphies
(Sandoz) in response to Sandoz’s ANDA regarding BATRI-CYCLEN®LO. The Sandoz and Watson cases have been
consolidated. In September 2010, OMJPI enteredarsettiement agreement with Sandoz.

In January 2010, the Company’s subsidiary OMJRHfauit in Federal District Court in New JerseyiagialLupin Ltd. and
Lupin Pharmaceuticals, Inc. (collectively Lupin)response to Lupin’s ANDA regarding ORTHO TRI-CYCQUE LO. The
Lupin case has been consolidated with the Watssa (iscussed above). In November 2010, the Congpanigsidiary OMJPI
filed suit in Federal District Court in New Jersayainst Mylan Inc. and Mylan Pharmaceuticals, (oollectively Mylan), and
Famy Care, Ltd., in response to Famy Care’s ANDgarding ORTHO TRI-CYCLEN LO.

In the action by McNEIL-PPC, Inc. (McNeil-PPC) aAtdZA Corporation (ALZA) against Andrx Corporatiod(drx) with
respect to its ANDA challenge to the CONCER% fpatents, a five-day non-jury trial was held in Breaderal District Court in
Delaware in December 2007. In March 2009, the caled that one CONCERTR& patent would not be infringed by Andrx’s
proposed generic product and that the patent wadidhbecause it was not enabled. The court disdiggthout prejudice
Andrx’s declaratory judgment suit on a second pdtemlack of jurisdiction. McNeil-PPC and ALZA &d an appeal in May
2009. The appeals court heard argument on Feb8)&§10. On April 26, 2010, the court of appeafsrakd the judgment of tr
district court that the patent is invalid because hot enabled. The court did not reach the isduefringement.

In January 2010, ALZA and OMJPI filed suit in FealeDistrict Court in Delaware against Kremésghan, LLC and KUDC(
Ireland, Ltd. (KUDCO) in response to KUDCO’s ANDAallenge regarding CONCERT®tablets. In its notice letter, KUDCO
contends that two ALZA patents for CONCER®Are invalid and not infringed by a KUDCO generinedpatent has since be
dropped from the case.

In November 2010, ALZA and OMJPI filed suit in FealeDistrict Court in Delaware against Impax Laldor&s, Inc., Teva
Pharmaceuticals USA, Inc. and Teva Pharmaceutichidtries, Ltd. in response to notice from Impaat thmade a major
amendment to its ANDA with respect to its 56 mgeldgeneric version of CONCERT®. In its notice letter describing its major
amendment, Impax contends that a CONCERTpatent is invalid and not infringed by its propoggtheric version.

In the action against Lupin Pharmaceuticals, Ibap{n) regarding its ANDA concerning LEVAQUIR, Lupin contended
that the U.S. Patent and Trademark Office imprgpgranted a patent term extension to the patenQhtho-McNeil, Inc. (now
Ortho-McNeil-Janssen Pharmaceuticals, Inc. (OMJRBnses from Daiichi Pharmaceuticals, Inc. (D@icLupin alleged that
the active ingredient in LEVAQUIN was the subject of prior marketing, and therefoas wot eligible for the patent term
extension. Lupin conceded validity and that itsgqma would violate the patent if marketed priottie expiration of the original
patent term. Summary judgment against Lupin wastgohin May 2009 and Lupin appealed. Oral argumexs held in
September 2009. In May 2010, the Court of Appefiisvaed the judgment of the trial court in favor @ftho-McNeil (now
OMJPI) and Daiichi that the patent term extensiovecing LEVAQUIN® (levofloxacin) is valid. Thereafter, Lupin requeste
rehearing en banc, which was denied.

In the ULTRAM®ER actions, Ortho-McNeil, Inc. (now OMJPI), fileaMsuits (each for different dosages) in the
U.S. District Court of Delaware against Par Pharnécals, Inc. and Par Pharmaceuticals Comparmies(fPar) in May, June a
October 2007, on two Tramadol ER formulation patewtned by Purdue Pharma Products L.P. (PurdueNapgd
Pharmaceutical Group Ltd. (Napp). OMJPI also fleasuits (each for different dosages) against Impgboratories, Inc.
(Impax) on a Tramadol ER formulation patent owngdPbrdue and Napp in August and November 2008.uyidapp and
Biovail Laboratories International SRL (Biovailhé& NDA holder) joined as co-plaintiffs in the lawtstagainst Par and Impax,
but Biovail and OMJPI were subsequently dismissedack of standing. The trial against Par toolcplan April 2009. In Augus
2009, the Court issued a decision finding the gatamsuit invalid. Purdue has appealed that decidh November 2009, the
case against Impax was stayed with the conserit phmies. In September and October 2009, respagti Purdue filed suits
against Paddock Laboratories, Inc. (Paddock) aptetiPharmaceuticals Inc. (Cipher) on its Tram&ddlformulation patents.
In June 2010, the Federal Circuit Court affirmeel Bhistrict Court’s decision in the Par case. Theecagainst Cipher, Impax and
Paddock were dismissed based on the collatergdpsteffect of the Par decision.

In January 2010, Purdue filed a suit against Liydth on its Tramadol ER formulation patents.

In November 2010, the Company’s subsidiary Tiboliec, (Tibotec) filed suit in Federal District Caim New Jersey against
Lupin, Ltd., Lupin Pharmaceuticals, Inc. (colleetiy Lupin), Mylan, Inc. and Mylan Pharmaceuticadig;. (collectively Mylan) it
response to Lupin’s and Mylan’s respective ANDAegarding PREZISTR .

In January 2011, Tibotec, Inc. (Tibotec) receiveRbaagraph IV Notification from Teva Pharmaceuticaic. advising that
Teva has filed an ANDA seeking approval to markgeaeric PREZISTA product before the expiration of certain patents
owned or licensed by Tibotec. Tibotec is evaluathig Notification.

General Litigation

In September 2004, plaintiffs in an employment diismation litigation initiated against the Company2001 in Federal
District Court in New Jersey moved to certify assi@f all African American and Hispanic salariedoéogees of the Company
and its affiliates in the U.S., who were employedray time from November 1997 to the present. Effsrseek monetary
damages for the period 1997 through the presecitifimg punitive damages) and equitable relief. Toairt denied plaintiffs’
class certification motion in December 2006 andrthmtion for reconsideration in April 2007. Plaffg sought to appeal these
decisions and, in April 2008, the Court of Appeailed that plaintiffs’ appeal of the denial of dasertification was untimely. In
July 2009, plaintiffs filed a motion for certifidgah of a modified class, which the Company oppo3ée district court denie



plaintiffs’ motion in July 2010, and the Court oppeals denied plaintiffs’ request for leave to agplee denial of
certification of the modified class. The Companyl wontinue to defend against the plaintiffistlividual claims of discriminatiol

In September 2009, Centocor Ortho Biotech Prodlucks,(COBLP) intervened in an inventorship dispogéween Kansas
University Center for Research (KUCR) involvingteém U.S. Government-owned VELCADHormulation patents. KUCR
brought this action against the U.S. GovernmetténDistrict of Kansas seeking to add two Kansaiwéfgity scientists to the
patents. The U.S. Government licensed the patantstheir foreign counterparts) to Millennium Phao®uticals, Inc. (MPI) ,
who in turn sublicensed
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the patents (and their foreign counterparts) to CloBcommercial marketing outside the U.S. If KUGRcceeds in its co-
inventorship claim and establishes co-ownershipénU.S. VELCADE® formulation patents, there is a potential for tame
issue to arise with respect to the foreign courtespof the patents. If KUCR is successful, thiyy mdversely affect COBI’s
license rights in those countries. In May 2010,dbgies reached an agreement to resolve the dsputhis case and will submit
the inventorship issue to arbitration, and the ¢tesebeen stayed pending the arbitration. If KUGRswhe arbitration, the parti
will request that the Court issue an order to carieventorship on the relevant patents; if the.lG8vernment, COBI, and MPI
prevail, the case will be dismissed with prejudice.

In February 2009, Basilea Pharmaceutica AG (Basileaught an arbitration against Johnson & John3ohnson & Johnson
Pharmaceutical Research & Development, L.L.C.,G@itey GmbH International alleging that the Compéangached the 2005
License Agreement for Ceftobiprole by, among othérgs, failing to secure FDA approval of the cS&Kin) indication and
allegedly failing to properly develop the pneumoimidication. In November 2010, the arbitration dassued its decision and t
Company has satisfied the damages award.

In May 2009, COBI commenced an arbitration procegdiefore the American Arbitration Association agaiSchering-
Plough Corporation and its subsidiary Schering-gto(ireland) Company (collectively, Schering-PlougbOBI and Schering-
Plough are parties to a series of agreements {{Rison Agreements) that grant Schering-Ploughetkdusive right to distribute
the drugs REMICADE® and SIMPONP worldwide, except within the United States, Jagaiwan, Indonesia, and the People’s
Republic of China (including Hong Kong) (the Teorit). COBI distributes REMICADE and SIMPONI® the next generation
treatment, within the United States. In the arkiirg COBI seeks a declaration that the agreemmhti@erger between Merck &
Co., Inc. (Merck) and Scheringlough constitutes a change of control under thragef the Distribution Agreements that pern
COBI to terminate the Agreements. The terminatibtine Distribution Agreements would return to CGB¢ right to distribute
REMICADE ® and SIMPONI® within the Territory. Schering-Plough has filedesponse to COBI’s arbitration demand that
denies that it has undergone a change of conth@.arbitrators were selected and the evidentiaryguoof the hearing was
concluded in October 2010. Oral argument was hreldte 2010. A decision is expected during the fiedf of 2011.

In December 2009, the State of Israel (Sheba Me@ieater) filed suit in the District Court in Tel#v Jaffa against various
Omrix affiliates. In the lawsuit, the State claithat an employee of a government-owned hospitalthesmventor on several
patents related to fibrin glue technology, thatlbeeloped while he was a government employee. Téte Slaims that he had no
right to transfer any intellectual property to Oxibiecause it belongs to the State. The State ksngedamages plus royalty on
QUIXIL ™and EVICEL™ or, alternatively, transfer of the patents to thetés

Average Wholesale Price (AWP) Litigati

The Company and several of its pharmaceutical digv&s, along with numerous other pharmaceuticaiganies, are
defendants in a series of lawsuits in state anerédourts involving allegations that the pricangd marketing of certain
pharmaceutical products amounted to fraudulentodinerwise actionable conduct because, among dimgys, the companies
allegedly reported an inflated Average WholesaleeP(AWP) for the drugs at issue. Many of thesesaboth federal actions
and state actions removed to federal court, haga bensolidated for pre-trial purposes in a Mulistbct Litigation (MDL) in
Federal District Court in Boston, Massachusett® phaintiffs in these cases include classes ofapeipersons or entities that p
for any portion of the purchase of the drugs atédsased on AWP, and state government entitiesrthde Medicaid payments
for the drugs at issue based on AWP.

The MDL Court identified classes of Massachusettiy-private insurers providing “Medi-gap” insuranoeverage and
private payers for physiciamdministered drugs where payments were based on @MBs 2 and Class 3), and a national cla
individuals who made co-payments for physician-adstéred drugs covered by Medicare (Class 1).& drfi the two
Massachusetts-only class actions concluded bdier&DL Court in December 2006. In June 2007, thelMIDurt issued post-
trial rulings, dismissing the Johnson & Johnsoreddants from the case regarding all claims of @&&sand 3, and subseque!
of Class 1 as well. Plaintiffs appealed the Clagsgdfiment and, in September 2009, the Court of Afspeacated the judgment
and remanded for further proceedings in the Dis@murt. . The Johnson & Johnson defendants thet & motion for summary
judgment with regard to Class 1, which the Dist@cturt granted in part and denied in part. Subsetyyehe Johnson & Johnst
defendants filed a motion challenging the adequdiddfaintiffs’ proposed class representative, whgchending.

AWP cases brought by various Attorneys General Ipaweeeded to trial against other manufacturereed ktate cases
against certain of the Company’s subsidiaries liean set for trial: Idaho in October 2011, Kentuitkyanuary 2012 and
Kansas in March 2013. Other state cases are lthdbg set for trial in the coming year. In additian AWP case against the
Johnson & Johnson defendants brought by the st@&ermsylvania was tried in Commonwealth Court atdDer and November
2010. The Court found in the State’s favor withaejto certain of its claims under the Pennsylvamiéair Trade Practices and
Consumer Protection Law, entered an injunction,amdrded $45 million in restitution and $6.5 miflio civil penalties. The
Court found in the Johnson & Johnson defendantsrfam the State’s claims of Unjust Enrichment, Msesentation/Fraud,
Civil Conspiracy, and on certain of the State’smkunder the Pennsylvania Unfair Trade Practioels@onsumer Protection
Law. The parties are currently engaged in posthriafing, which will be followed by an appeal ttoe Pennsylvania Supreme
Court if necessary. The Company believes thatdtsteong arguments supporting an appeal. The Contpalieves that the
potential for an unfavorable outcome is not probattierefore, it has not established a reservenegthect to the verdict.

In April 2010, a lawsuit was filed in the Uniteda$s District Court for the Northern District of [ifarnia against the
Company, Omnicare, Inc., and other unidentified pames or individuals. The Company filed a motiomlismiss. Plaintiffs the
filed an amended complaint. The amended complaserés that defendants engaged in an unlawfulgrgirangement in
violation of the Sherman Act and the California Biess and Professions Code. The amended complsinasserted claims of
unjust enrichment and civil conspiracy. The Compamoyved to dismiss the amended complaint. On Jaril&rg011, the cou



granted the Company’s motion to dismiss as toalkes of action in the amended complaint, and gggpitintiffs’ leave to
file an amended complaint.

Johnson & Johnson has been named the nominal defeimdsix shareholder derivative lawsuits in th& LDistrict Court for

the District of New Jersey on behalf of Companyshalders against certain current and former dirscind officers of the
Company
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derivatively on behalf of the Company: Calamor€uleman et. al., filed April 21, 2010; Carpenteenston Fund of West
Virginia v. Weldon, et. al., filed May 5, 2010; Behan v. Coleman, et. al., filed May 6, 2010; Havaiborers Pension Fund v.
Weldon, et. al., filed May 14, 2010; Ryan v. Welden al., filed June 18, 2010; and Minneapoliefighters’Relief Association
NECA-IBEW Pension Trust Fund, and NECA-IBEW Welfare dtriund v. Weldon, et. al., filed June 24, 201Ceskhactions
were consolidated on August 17, 2010 into one léwsure Johnson & Johnson Shareholder Derivdtitigation. An amended
consolidated complaint was filed on December 1102@n additional derivative suit was filed in tbeS. District Court for the
District of New Jersey on December 1, 2010: CopmklarMulcahy, et al. That lawsuit has been consdéd into the In re
Johnson & Johnson Shareholder Derivative Litigatisaditionally, Johnson & Johnson has been namedhtiminal defendant
a shareholder derivative lawsuit in New Jersey 8ap€ourt on behalf of Company shareholders agaegain current and
former directors and officers of the Company ddiixedy on behalf of the Company: Wolin v. Johnsodé&hnson, filed
September 23, 2010. The parties to the Wolin adtgore stipulated that the Wolin action shall bgedauntil the In re Johnson &
Johnson Shareholder Derivative Litigation is cortglieresolved. Each of these shareholder derivattmns is similar in its
claims and collectively they assert a variety tégdd breaches of fiduciary duties, including, agother things, that the
defendants allegedly engaged in, approved of,ilmdféo remedy or prevent defective medical devigeproper pharmaceutical
rebates, improper off-label marketing of pharmaicaliand medical device products, violations ofrent good manufacturing
practice regulations that resulted in product iscahd failed to disclose the aforementioned aliegnisconduct in the
Company’s filings under the Securities Exchange #934. Each complaint seeks a variety of religfluding monetary
damages and corporate governance reforms.

On July 27, 2010, a complaint was filed by a sheladr of the Company in New Jersey Superior Cdlingncery Division,
Middlesex County (Lipschutz v. Johnson & Johns@®gking to compel inspection of Company books andros with respect to
certain product recalls and various manufacturilagts. This lawsuit was dismissed on October 70201

Other

In July 2003, Centocor (now COBI), received a resfjtigat it voluntarily provide documents and infation to the criminal
division of the U.S. Attorney’s Office, District dfew Jersey, in connection with itssestigation into various Centocor market
practices. Subsequent requests for documents lemrerbceived from the U.S. Attorney’s Office. Btita Company and
Centocor have responded to these requests for dodarand information.

In December 2003, Ortho-McNeil Pharmaceutical, (now OMJPI) received a subpoena from the U.S.rA#dy's Office in
Boston, Massachusetts seeking documents relatitigetmarketing, including alleged off-label marketi of the drug
TOPAMAX @ (topiramate). In the fiscal second quarter of 26BLJPI entered into a settlement agreement regpltia federal
government’s investigation. As one part of thelsstént, Ortho-McNeiPharmaceutical, LLC, a subsidiary of OMJPI, pledtgt
to a single misdemeanor violation of the Food, Deng Cosmetic Act and paid a criminal fine. OMJ&hids it engaged in any
wrongful conduct, beyond acknowledging the limitathduct of Ortho-McNeil Pharmaceutical, LLC, thaithe basis of the
misdemeanor plea. In addition the total settlenmaitided a civil payment, part of which was paidtie federal government and
part of which was paid or set aside for paymerstébes for their Medicaid programs.

In January 2004, Janssen Pharmaceutica, Inc. (MddPQ received a subpoena from the Office of ttepéattor General of
the U.S. Office of Personnel Management seekingitents concerning sales and marketing of, any hpayments to
physicians in connection with sales and marketiingued clinical trials for, RISPERDAR (risperidone) from 1997 to 2002.
Documents subsequent to 2002 have also been requést additional subpoena seeking information abmarketing of and
adverse reactions to RISPERDAIlwas received from the U.S. Attorney’s Office foe tBastern District of Pennsylvania in
November 2005. Subpoenas seeking testimony fromuswitnesses before a grand jury have also bemsived. Janssen
cooperating in responding to ongoing requests dauchents and witnesses. The government is congrtaiactively investigate
this matter. In February 2010, the government sk@igil Investigative Demands seeking additiondbimation relating to sales
and marketing of RISPERDA® and sales and marketing of INVEGA The focus of these matters is the alleged pramaif
RISPERDAL®and INVEGA® for off-label uses. The government has notified@wenpany that there are pending qui tam
actions alleging off-label promotion of RISPERDAL Discussions are ongoing in an effort to resolveptal criminal and civi
claims arising from these matters. Whether a réisolican be reached and on what terms is uncekidile a loss is probable
with respect to this matter, the Company is unébkestimate a potential loss at this time. Thandte resolution of these matters
is not expected to have a material adverse effeth® Company’s financial position, although theofation in any reporting
period could have a material impact on the Compargsults of operations and cash flows for thaibger

In September 2004, Ortho Biotech Inc. (how COBdgpeived a subpoena from the U.S. Office of InspeBtneral’s Denver,
Colorado field office seeking documents directethmsales and marketing of PROCRI{Epoetin alfa) from 1997 to the
present, as well as to dealings with U.S. Oncology, a healthcare services network for oncologiS8BBI has responded to the
subpoena.

In November 2007, the Attorney General of the Comwealth of Massachusetts issued a Civil Investigalemand to
DePuy Orthopaedics, Inc. (DePuy) seeking infornmat&garding financial relationships between a nunobdassachusetts-
based orthopedic surgeons and providers, and De&Rtgpaedics, Inc. DePuy has responded to Masseitiuadditional
requests.

In July 2005, Scios Inc. (Scios), received a subpdeom the U.S. Attorney’s Office, District of Msschusetts, seeking
documents related to the sales and marketing of RBXTOR® . Scios responded to the subpoena. In early AuzfiB%, Scios
was advised that the investigation would be hanbiethe U.S. Attorne’s Office for the Northern District of California



San Francisco. Additional requests for documente lheen received and responded to and former Soipfoyees have
testified before a grand jury in San Francisco. hietam complaints were unsealed on February Q992The U.S. government
has intervened in one of the qui tam actions, dad & complaint against Scios and the Companwire 2009. Scios and
Johnson & Johnson filed a motion to dismiss thetgui complaint filed by the government, and thatiomowas denied. The
criminal investigation is continuing and discussi@ne underway in an effort to settle this maiféhnether a settlement can be
reached and on what terms is uncertain.
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In September 2005, the Company received a subgoemahe U.S. Attorney’s Office, District of Masdacsetts, seeking
documents related to sales and marketing of eiglgsito Omnicare, Inc., (Omnicare) a manager ofrphaeutical benefits for
long-term care facilities. The Company’s subsidiaiinvolved responded to the subpoena. Severabgegd of the Company’'s
pharmaceutical subsidiaries were subpoenaed itytbsfore a grand jury in connection with this @stigation. In April 2009, th
Company was served with the complaints in two @uil tam cases related to marketing of prescripdiorgs to Omnicare. On
January 15, 2010, the government filed a complatetvening in the cases. The complaint assertmslander the federal False
Claims Act and a related state law claim in conioecvith the marketing of several drugs to Omnicditee complaints allege
that Johnson & Johnson provided Omnicare with ebahd other alleged kickbacks, and in so doingse Omnicare to file
false claims with Medicaid and other governmengpams. Subsequently, the Commonwealth of Massatthusérginia, and
Kentucky, and the States of California and Indiemervened in the action. The Company’s motionisoilss the government’s
and relators’complaints, the government’s and oetaioppositions, and the Company'’s reply briefdnaeen filed. A hearing on
the Company’s motion to dismiss was held on Oct@h@010. The court has not ruled on the motion.

In November 2005, a lawsuit was filed under sealirasg the Company, along with codefendants McKe&smporation and
Omnicare, Inc., by a former employee in the Uniiates District Court for the Eastern District @hRsylvania, United States ex
rel. Scott Bartz v. Ortho McNeil Pharmaceuticat.|ret al. After investigation, the United Stateslthed to intervene. The case
was subsequently unsealed, and the Company wasdseith the operative complaint on January 3, 20he complaint alleges
that Defendants engaged in various improper trdiosecthat were allegedly designed to report falsscription drug prices to
the federal government in order to reduce the CaryipaVedicaid rebate obligations. The complaintiier alleges that the
Company improperly retaliated against the Plaiffitiffhaving raised these allegations internallye Tomplaint alleges a variety
of causes of action under the federal False Cl&iotsnd corresponding state and local statutes.Cdmpany has not yet
responded to the complaint, but anticipates fihkngotion to dismiss.

In February 2006, the Company received a subpaenmathe U.S. Securities & Exchange Commission (SEG)esting
documents relating to the participation by sevéoinson & Johnson subsidiaries in the United Natloey Oil for Food
Program. The subsidiaries are cooperating wittStE€ and U.S. Department of Justice (DOJ).

In February 2007, the Company voluntarily disclotethe DOJ and the SEC that subsidiaries outbieléJnited States are
believed to have made improper payments in cormegtith the sale of medical devices in two smalkeacountries, which
payments may fall within the jurisdiction of therBmn Corrupt Practices Act (FCPA). In the courSeamtinuing dialogues with
the agencies, other issues potentially rising édélvel of FCPA violations in additional markets/édeen brought to the attent
of the agencies by the Company. The Company hasdaa and will continue to provide additional infieation to the DOJ and
SEC, and will cooperate with the agencies’ revievthese matters. Law enforcement agencies of ebruwf other countries are
also pursuing investigations of matters voluntadiilyclosed by the Company to the DOJ and SEC. Bsons are underway in
effort to resolve these matters, and the Iraq @iFood matter referenced above, but whether aggatoan be reached, and on
what terms, is uncertain.

In May 2007, the New York State Attorney Generalisd a subpoena seeking information relating tortheketing and
safety of PROCRIP. The Company has responded to these requests.

In April 2007, the Company received two subpoemnamfthe Office of the Attorney General of the Swft®elaware. The
subpoenas seek documents and information relagingrninal pricing agreements. For purposes of tispaenas, nominal
pricing agreements are defined as agreements widehn the Company agreed to provide a pharmaceéytioduct for less than
ten percent of the Average Manufacturer Pricetiergroduct. The Company responded to these requests

In March 2008, the Company received a letter reijues the Attorney General of the State of Michig&he request seeks
documents and information relating to nominal ptie@sactions. The Company responded to the request

In June 2008, the Company received a subpoenatfrerdnited States Attorney’s Office for the Distrid Massachusetts
relating to the marketing of biliary stents by tbempany’s Cordis subsidiary. Cordis is cooperaiingesponding to the
subpoena. A False Claims Act complaint was fileDailas relating to similar issues. The U.S. Daparit of Justice and several
states have declined to intervene at this time.odion to dismiss the Texas qui tam case is pending.

In April 2009, the Company received a HIPPA subpofeom the U.S. Attorney’s Office for the Distriot Massachusetts
(Boston) seeking information regarding the Compariyiancial relationship with several psychiatri§ike Company has
responded to this request.

In April 2009, Ortho-Clinical Diagnostics, Inc. (@J received a grand jury subpoena from the U.S.atepent of Justice,
Antitrust Division, requesting documents and infation for the period beginning September 1, 2000ubh the present,
pertaining to an investigation of alleged violasaf the antitrust laws in the blood reagents itigu§he Company complied
with the subpoena. In November 2010, the AntitRistsion provided notice that it has closed itséstigation. In the weeks
following the public announcement that OCD had gk a subpoena from the Antitrust Division, mukiglass action
complaints were filed. The various cases were dateted for pre-trial purposes in the Eastern isof Pennsylvania.

In May 2009, the New Jersey Attorney General issausdbpoena to DePuy Orthopaedics, Inc., seekfognation regarding
the financial interest of clinical investigators evperformed clinical studies for DePuy Orthopaedies. and DePuy Spine, Inc.
DePuy Orthopaedics has responded to these requests.

In May 2010, the Company received a letter fromWinted States House of Representatives’ Commiatte®versight and
Government Reform (Committee) requesting infornmatiod documents regarding the April 2010 recallasfous infants’ and
children’s liquid products by McNeil Consumer Héalire Division of MCcNEIL-PPC, Inc. (McNeil Consuméealthcare). The
Company produced documents and other informatioasponse to these requests. In May 2010, the Cibeationducted



public hearing. Thereafter, the Company receivatitmshal information requests from the Committegluding requests
regarding the recall of certain Motrin productsNdgNeil Consumer Healthcare. The Company producedigients and other
information in response to these requests. The Atieerheld another public hearing on Septembe800, and the Company
continues to cooperate fully with the Committeaigoing information requests.
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In addition, McNeil Consumer Healthcare, and certdfiliates including Johnson & Johnson (“the Camies”), received
grand jury subpoenas from the United States Atigsn@ffice for the Eastern District of Pennsylvanémuesting documents
broadly relating to recent recalls of various preigwf McNeil Consumer Healthcare, and the FDA éusions of the
Fort Washington, Pennsylvania and Lancaster, Pérarig manufacturing facilities. In addition, thevgrnment has served
McNEIL-PPC Inc. with a Civil Investigative Demandeking records relevant to its investigation tedaine if there was a
violation of the False Claims Act. The Companies @operating with the United States Attorney’si€afin responding to these
subpoenas.

The Companies have also received Civil Investigaidemands (CIDs) from multiple State Attorneys Gah®ffices broadl
relating to the McNeil recall issues. The Compaci@stinue to produce documents in response to {H3s and otherwise
cooperate with these inquiries. On January 12, 20E1Oregon Attorney General filed a civil comptaagainst Johnson &
Johnson, McNEIL-PPC, Inc, and McNeil Healthcare(lLin state court alleging civil violations of thed€gon unlawful trade
practices act relating to an earlier recall of a\dit OTC product. The defendants intend to seekidisal of this civil complaint.

Furthermore, a lawsuit was filed in September 20y1@ shareholder in the United States District €tarrthe District of Nev
Jersey: Monk v. Johnson & Johnson. The complaektselass certification based upon the anti-frawdipions of the federal
securities laws related to the McNeil manufacturfenglities. More specifically, this complaint adjes that the Companies and
certain individuals, including officers and emplegefailed to disclose that a number of manufaotufacilities were failing to
maintain current good manufacturing practices (cGM#Md, that as a result, the price of the Compsastgck has declined
significantly.

Multiple complaints seeking class action certificatrelated to the McNeil recalls have been filedhe United States District
Court for the Eastern District of Pennsylvania, Nethern District of lllinois, the Central Disttiof California, and the Southern
District of Ohio. These consumer complaints allggeerally that purchasers of various McNeil medisiare owed monetary
damages and penalties because they paid premigesgdr defective medications rather than lessmesige alternative
medications. Each complaint seeks certification aftion-wide class of purchasers of these medicida October 8, 2010, the
Judicial Panel on Multidistrict Litigation consadittd these consumer complaints: Haviland v. McfeD. Pa.); Smith v.

McNeil (N.D. lIL.); Burrell v. McNeil (N.D. Ill.); DeGroot v. McNeil (N.D. II.); Michaud v. McNeil N.D. lI..); Nguyen v.

McNeil (N.D. III.); Roberson v. McNeil (N.D. lll.)Rivera v. Johnson & Johnson (C.D. Cal.), and Calem McNeil (S.D. Ohio)
for pretrial proceedings in the United States ist€ourt for the Eastern District of Pennsylvariaintiffs filed a “Consolidated
Amended Civil Consumer Class Action Complaint” (CA@ming additional parties and claims on Janu2r\2011. Defendants’
currently intend to file a motion to dismiss the CAvhich motion will be filed on March 2, 2011, aisdscheduled to be heard
May 10, 2011.

In recent years the Company has received numeeouests from a variety of United States CongreasiBommittees to
produce information relevant to ongoing congressliamyuiries. It is the Company’s policy to cooperaith these inquiries by
producing the requested information.

With respect to all the above matters, the Commantyits subsidiaries are vigorously contestingalegations asserted
against them and otherwise pursuing defenses tinmmexthe prospect of success. The Company amlitsidiaries involved in
these matters continually evaluate their strateigiesanaging these matters and, where approppatsue settlements and other
resolutions where those are in the best interesteo€ompany.

The Company is also involved in a number of pateatlemark and other lawsuits incidental to itsitess.

The ultimate legal and financial liability of theo@pany in respect to all claims, lawsuits and pedaggs referred to above
cannot be reasonably estimated. However, in theg@ogis opinion, based on its examination of theagters, its experience to
date and discussions with counsel, the ultimateasué of legal proceedings, net of liabilities aectin the Company’s balance
sheet, is not expected to have a material advéfieset en the Company’s financial position, althoubk resolution in any
reporting period of one or more of these mattetdccbave a material impact on the Company’s regiltgerations and cash
flows for that period.

22. Restructuring

In the fourth quarter of 2009, the Company annodmgtebal restructuring initiatives designed to strthen the Company’s
position as one of the worlslleading global health care companies. This progrd! allow the Company to invest in new grov
platforms; ensure the successful launch of its nraew products and continued growth of its coreesses; and provide
flexibility to adjust to the changed and evolviriglzal environment.

During the fiscal fourth quarter of 2009, the Compaecorded $1.2 billion in related ptax charges, of which approximat:
$830 million of the pre-tax restructuring charges expected to require cash payments. The $1i@rbidf restructuring charges
consists of severance costs of $748 million, assié&-offs of $362 million and $76 million related leasehold and contract
obligations. The $362 million of asset write-of&date to inventory of $113 million (recorded in to§products sold), property,
plant and equipment of $107 million, intangibleetsof $81 million and other assets of $61 milliddditionally, as part of this
program the Company plans to eliminate approxingate800 positions, of which approximately 5,000 &&een eliminated sini
the restructuring was announced.

The following table summarizes the severance clsamge the associated spending for the fiscal yeded2010:

(Dollars in Millions) Severanci

2009 restructuring char $ 74¢




Cash outlay: (62)

Reserve balance, January 3, 2! 68€
Cash outlay: (341
Reserve balance, January 2, 20 $ 34t

* Cash outlays for severance are expected to beasuiadly paid out over the next 12 months in aceok with the Company’s
plans and local law:

For additional information on the restructuringtaglates to the segments, see Note 18.
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Report of Independent Registered Public Accountingrirm

To the Shareholders and Board of Directors of Joh&sJohnson:

In our opinion, the accompanying consolidated bzgasheets and the related consolidated statenfents o
earnings, statements of equity, and statementastf flows present fairly, in all material respetits, financial
position of Johnson & Johnson and its subsididfibe® Company”) at January 2, 2011 and Januar®302and the
results of their operations and their cash flowssfach of the three years in the period ended da@2011 in
conformity with accounting principles generally apted in the United States of America. Also in opinion, the
Company maintained, in all material respects, ¢éffednternal control over financial reporting asJanuary 2,
2011, based on criteria establishedhniternal Control — Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway CommisgdSO). The Company’s management is responsible fo
these financial statements, for maintaining effectnternal control over financial reporting and its assessment
the effectiveness of internal control over finahoporting, included in the accompanying “ManagatiseReport
on Internal Control over Financial Reporting.” @asponsibility is to express opinions on theserfaia statements
and on the Company’s internal control over finah@aorting based on our integrated audits. We goted our
audits in accordance with the standards of thei@@admpany Accounting Oversight Board (United Stat@hose
standards require that we plan and perform thetgitmlobtain reasonable assurance about whethén#reial
statements are free of material misstatement amth&h effective internal control over financial ogjing was
maintained in all material respects. Our audittheffinancial statements included examining, oeshbasis,
evidence supporting the amounts and disclosuréeifinancial statements, assessing the accouptingiples use:
and significant estimates made by management,\aldating the overall financial statement preséotatOur audi
of internal control over financial reporting incletl obtaining an understanding of internal contr@rdinancial
reporting, assessing the risk that a material weskexists, and testing and evaluating the desigroperating
effectiveness of internal control based on thessgskrisk. Our audits also included performing satbler
procedures as we considered necessary in the gtanoes. We believe that our audits provide a redse basis
for our opinions.

As discussed in Note 1 to the Consolidated Findistetements, the Company changed the manner ichvithi
accounts for business combinations in 2009.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeee A company’s internal control over finanaiaporting
includes those policies and procedures that (fapeto the maintenance of records that, in redsergetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (iiyvjule reasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementa@cordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management anedtdirs of the company; and (iii) provide reasoaassurance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

?m&mdm@upcw 1ZF

PricewaterhouseCoopers LLP

New York, New York
February 24, 2011
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Managemen’s Report on Internal Control Over Financial Reporting

Under Section 404 of the Sarbar@sley Act of 2002, management is required to astessffectiveness of tt
Company’s internal control over financial reportiag) of the end of each fiscal year and report,asehat
assessment, whether the Company’s internal coowenl financial reporting is effective.

Management of the Company is responsible for estdbfj and maintaining adequate internal contr@rov
financial reporting. The Company’s internal contwekr financial reporting is designed to providasenable
assurance as to the reliability of the Companyiaricial reporting and the preparation of extermalrfcial
statements in accordance with generally accepteauating principles.

Internal controls over financial reporting, no neathow well designed, have inherent limitationsefEfore,
internal control over financial reporting determirte be effective can provide only reasonable asgig with
respect to financial statement preparation and meayrevent or detect all misstatements. Morequerjections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because
of changes in conditions, or that the degree offd@nce with the policies or procedures may detata®

The Company’s management has assessed the effexgtvef the Company’s internal control over finahci
reporting as of January 2, 2011. In making thigssment, the Company used the criteria establisph ¢k
Committee of Sponsoring Organizations of the Tremd@ommission (COSO) in “Internal Control-Integihte
Framework.” These criteria are in the areas ofrobrinvironment, risk assessment, control actisjtisformation
and communication, and monitoring. The Companysessment included extensive documenting, evaluatidg
testing the design and operating effectivenestsafiernal controls over financial reporting.

Based on the Company'’s processes and assessmdascaived above, management has concluded thait, as
January 2, 2011, the Company'’s internal control éwancial reporting was effective.

The effectiveness of the Company'’s internal contka@r financial reporting as of January 2, 2011 theen
audited by PricewaterhouseCoopers LLP, an indepgmdgistered public accounting firm, as stateth&ir report,
which appears herein.

~

o A
-;Jlu y . f.-_i_.-'-' .
- LS ;’r_d‘-un—tﬂ‘_

Pl 7 i, - /

William C. Weldon Dominic J. Carusi

Chairman, Board of Director Vice President, Financ
and Chief Executive Office and Chief Financial Office
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Summary of Operations and Statistical Date200(-2010

(Dollars in Millions Except Per Share

Figures) 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
Sales to custom«— U.S. $ 29,45( 30,88¢ 32,30¢ 32,44« 29,77t 28,377 27,77( 25,27 22,45! 19,82% 17,31¢
Sales to custome— Internationa 32,137 31,00¢ 31,43¢ 28,65. 23,54¢ 22,137 19,57¢ 16,58¢ 13,84 12,497 11,85¢
Total sales 61,587 61,897 63,747 61,09f 53,32« 50,51¢ 47,34¢ 41,86: 36,29¢ 32,317 29,17:
Cost of products sol 18,79 18,447 18,51: 17,75. 15,057 14,01 13,47: 12,23: 10,49¢ 9,62: 8,987
Selling, marketing and administrative

expense: 19,42¢ 19,801 21,49 20,45. 17,43: 17,211 16,17: 14,46: 12,52( 11,51C 10,67¢
Research and development expe 6,84¢ 6,98 7,577 7,68C 7,12 6,46z 534/ 483¢ 4,09/ 3,70¢ 3,18¢
Purchased in-process research and

developmen — — 181 807 55¢ 362 18 91¢ 18¢ 10& 66
Interest incom (207) (90) (361) (452) (8B2%) (487) (195 (177) (25€)  (45€) (429
Interest expense, net of portion

capitalized 45E 451 43¢ 29¢€ 63 54 187 207 16C 152 204
Other (income) expense, r (76€)  (52€) (1,019 534 (671) (2149 15 (385) 294 18t (94)
Restructuring — 1,07: — 74E — — — — — —

44,64(C 46,14: 46,81¢ 47,81 38,737 37,39¢ 35,017 32,09 27,49¢ 24,827 22,59

Earnings before provision for taxes o

income 16,947 15,75¢ 16,92¢ 13,28: 14,587 13,11¢ 12,33: 9,771 8,79¢ 7,49/ 6,57i
Provision for taxes on incon 3,61: 3,48¢ 3,98C 2,707 3,53¢ 3,05¢ 4,151 292: 2,52: 2,08¢ 181
Net earnings 13,33¢ 12,26¢ 12,94¢ 10,57¢ 11,05¢ 10,06( 8,18C 6,84¢ 6,277 5,40t 4,76¢
Percent of sales to custom: 21.7 19.¢ 20.2 17.c 20.7 19.€ 17.2 16.4 17.c 16.7 16.2
Diluted net earnings per share of

common stocl $ 4.7¢ 4.4C 4.57 3.6% 3.7¢ 3.3t 2.7¢ 2.2¢ 2.0€ 1.7 L5k
Percent return on average shareholders’

equity 24.¢ 26.4 30.2 25.€ 28.2 28.2 27.% 27.1 26.4 24.C 25.2

Percent increase (decrease) o
previous yeatr:

Sales to custome (0.5) (2.9) 4.3 14.€ 5.6 6.7 13.1 15.2 12.c 10.¢ 6.€
Diluted net earnings per she 8.6 (3.7) 25.¢ (2.7) ilil.& 22.F 19.7 11.2 17.7 12.€ 15.7
Supplementary expense data:
Cost of materials and servic $ 27,58¢ 27,651 29,34¢ 27,967 22,91: 22,32¢ 21,05¢ 18,56¢ 16,54( 15,33: 14,11
Total employment cos 13,93« 14,587 14,52: 14,57. 13,44¢ 12,36¢ 11,58. 10,54: 8,94: 8,15 7,37¢
Depreciation and amortizatic 293¢ 2,77« 2,83: 2,777 2177 2,09¢ 2,12« 1,86¢ 1,66z 1,608 1,592
Maintenance and repai® 657 567 58: 482 50€ 51C 462 39t 36C 372 327
Total tax expens® 5,07C 5,052 555¢ 4,177 4,857 4,28 521t 3,89( 332f 285/ 251;
Supplementary balance sheet data:
Property, plant and equipment, | 14,55¢ 14,75¢ 14,36¢ 14,18° 13,04« 10,83( 10,43¢ 9,84¢ 8,71C 7,71¢ 7,40¢
Additions to property, plant and

equipmen 2,38¢ 2,36t 3,066 2,94 266€ 2,63z 2,17% 2,26z 2,09¢ 1,731 1,68¢
Total asset 102,90¢ 94,68: 84,91 80,95« 70,55¢ 58,86« 54,03¢ 48,85¢ 40,98¢ 38,771 34,43t
Long-term debr 9,15¢ 8,22¢ 8,12( 7,07« 2,014 2,017 2,56t 295t 2,02 2,217 3,167
Operating cash flo\ 16,38 16,571 14,97: 15,02: 14,24¢ 11,79¢ 11,08¢ 10,57: 8,13t 8,781 _6,88¢
Common stock information
Dividends paid per sha $ 2.11C 193C 1.79¢ 1.62(C 1.45t 1.27¢ 1.09¢ 092t 0.79t 0.70C 0.62(
Shareholder equity per shar $ 20.6¢ 18.37 15.3t 15.2¢ 13.5¢ 13.01 10.9¢ 9.2t 7.7¢ 8.0t 6.82

Market price per share (yeend close $ 61.88 64.41 585¢ 67.3¢ 66.0z 60.1C 634z 50.6z 53.11 59.8¢ 525
Average shares outstanding (millions)

— basic 2,751.« 2,759.t 2,802.f 2,882.¢ 2,936.« 2,973.¢ 2,968.« 2,968.. 2,998.: 3,033.f 2,993.!
— diluted 2,788.¢ 2,789.0 2,835.¢ 2,910. 2,961.C 3,002.§ 2,992.° 2,995.. 3,049.. 3,089.! 3,075..
Employees (thousands) 114.C _115.f 118.5 119.z 122.z 115.€ 109.¢ 110.€ 108.: 101.¢ 100.

(M Also included in cost of materials and serviceggaty.

@ Includes taxes on income, payroll, property aneéiobusiness taxe
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Set forth below are line graphs comparing the caié total shareholder return on the Company’s @om
Stock for periods of five years and ten years em@liacember 31, 2010, against the cumulative tetakn of the
Standard & Poor’s 500 Stock Index, the Standar&r® Pharmaceutical Index and the Standard & Rdd€alth
Care Equipment Index. The graphs and tables asthah&100 was invested on December 31,2005 and
December 31, 2000 in each of the Company’s ComntackSthe Standard & Poor’s 500 Stock Index, the
Standard & Poor’s Pharmaceutical Index and thedatah& Poor’s Health Care Equipment Index and #flat

dividends were reinvested.

5-%aar Cumulative $125

Total Shareholder Return
(205-2010)
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[ E R RN NN RN]
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18l 3,5% 365
SEP EDD 2.3%
SEP Pharm 3.5%
SEPH/CE 0.2 )
p  0.2%) 475 005 2006 007 2008 2009 N0
18505 ) 04T 1008 2080 o)
Johnson & Johnson $£100.00 112.44 116.50 107.45 119.57 118.87
SEP 500 Indax $100.00 115.79 12215 76.96 97.33 111 9%
LEP Pharmaceutical Index F100.00 115.85 121.25 99,18 11764 11855
4&P Health Care Equiprru_-,nt |t F100.00 10412 106 .47 7920 10200 Q5 24
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18 4.0%
SEP 500 1.4%
S&P Pharm {2.4%)
S&P H/C Equi 2.0% ' ' ' '
HAL Equip = 2000 200 2002 2003 2004 2005 2004 2007 2008 2009 200
Foiei] 2001 2002 foilik ] 2004 2005 2006 00T 2008 2009 2000
Johnson & Johnson $100.00 114.01| 10503 10281 | 12868 12436 13983 14488 13363 14870 14783
S&F 500 Index | $100.00 BA.11| 68.64) BRI 5754 10275 11857 12551 7907 100.00) 11507
S&P Pharmaceutical Index $100.00 8546 6833 7433 6881 6649 7704 B0G? 6595 TR2Z) TBEI

5S&P Health Care Equipment Index | $100.00) 2493 B2.83 | 10950 12332 12333 12847 13506 9773 12586 1Zi45
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EXHIBIT 21

SUBSIDIARIES

Johnson & Johnson, a New Jersey corporation, leaddmestic and international subsidiaries showavibels
of January 2, 2011. Certain U.S. subsidiaries atetiational subsidiaries are not named becaugeatbiee not
significant in the aggregate. Johnson & Johnsombgsarent.

Jurisdiction of

Name of Subsidiary Organization

U.S. Subsidiaries:
Acclarent, Inc. Delaware
Advanced Sterilization Products Services | New Jerse!
Advanced Technologies and Regenerative Medicin& Delaware
ALZA Corporation Delaware
ALZA Development Corporatio California
ALZA Land Management, Inc Delaware
Animas Corporatiol Delaware
Biosense Webster, Inc California
Centocor Biologics, LLC Pennsylvani:
Centocor Ortho Biotech Inc Pennsylvani:
Centocor Ortho Biotech Products, L. New Jerse!
Centocor Ortho Biotech Services Ll New Jerse)
Centocor Research & Development, Ir Pennsylvani:
CNA Development LLC Delaware
Codman & Shurtleff, Inc. New Jerse)
Conor Medsystems, LL! Delaware
Cordis Corporatiol Florida
Cordis International Corporatic Delaware
Cordis LLC Delaware
Cougar Biotechnology, Inc Delaware
Crescendo Pharmaceuticals Corpora Delaware
DePuy, Inc. Delaware
DePuy Mitek, Inc. Massachuseti
DePuy Orthopaedics, Inc Indiana
DePuy Products, Inc Indiana
DePuy Spine, Inc Ohio
DePuy Spine Sales Limited Partners Massachuseti
Diabetes Diagnostics, Inc Delaware
Ethicon End-Surgery, Inc. Ohio
Ethicon End-Surgery, LLC Delaware
Ethicon End-Surgery Services, L.F Texas
Ethicon, Inc. New Jerse!
Ethicon LLC Delaware
GUH Corporatior Delaware
HealthMedia, Inc. Michigan
Human Performance Institute, In Florida
Innovational Holdings, LLC Delaware
ISO Holding Corp. Delaware
J&J Holdings (Nevada), Inc Nevada

Janssen Alzheimer Immunotherapy Research & DevedopmiLC Delaware




Name of Subsidiary

Jurisdiction of
Organization

Janssen Global Services, LI

Janssen Ortho LL!

Janssen Supply Group, LL

JJHC, LLC

JNJ International Investment LL

Johnson & Johnson Consumer Companies,
Johnson & Johnson Development Corpora
Johnson & Johnson Finance Corpora
Johnson & Johnson Health Care Systems
Johnson & Johnson Internatior

Johnson & Johnson Japan Ir

Johnson & Johnsce Merck Consumer Pharmaceuticals C
Johnson & Johnson (Middle East) Ir

Johnson & Johnson Pharmaceutical Research & Dewvelop L.L.C.

Johnson & Johnson Sales and Logistics Company,
Johnson & Johnson Services, Ir

Johnson & Johnson Urban Renewal Associ
Johnson & Johnson Vision Care, Ir

Joint Medical Products Corporatir

JOM Pharmaceutical Services, Ir
LifeScan, Inc.

LifeScan LLC

LifeScan Products, LL(

LuMend, Inc.

McNeil Consumer Healthcare Latin America LI
McNeil Healthcare LLC

McNeil LA LLC

McNeil Nutritionals, LLC

McNEIL-PPC, Inc.

Mentor Minnesota Inc

Mentor Texas L.P

Micrus Endovascular Corporatic
Middlesex Assurance Company Limit
Neutrogena Corporatic

Nitinol Development Corporatic

Noramco, Inc.

OMJ Pharmaceuticals, In

Omrix Biopharmaceuticals, Inc

Ortho Biologics LLC

Ortho Biotech Holding LLC

Orthc-Clinical Diagnostics, Inc.
Orthc-McNeil Finance Co.
Orthc-McNeil-Janssen Pharmaceuticals, I
Patriot Pharmaceuticals, LL

Rutan Realty LLC

Scios Inc.

SurgRX, Inc.

TERAMed Corporatior

New Jerse
Delaware
Pennsylvani:
Delaware
Delaware
New Jerse)
New Jerse)
New Jerse
New Jerse
New Jerse
New Jerse
New Jerse)
New Jerse)
New Jerse)
New Jerse
New Jerse
New Jerse
Florida
Delaware
Delaware
California
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New Jerse
Delaware
Delaware
Delaware
Vermont
Delaware
California
Georgia
Delaware
Delaware
Delaware
Delaware
New York
Florida
Pennsylvani:
Pennsylvani:
New Jerse
Delaware
Delaware
Delaware




Name of Subsidiary

Jurisdiction of
Organization

Therakos, Inc.

Therapeutic Discovery Corporatis
The Tylenol Compan

Veridex, LLC

International Subsidiaries:

Apsis

Beijing Dabao Cosmetics Co., Lt
Biosense Webster (Israel) Lt

Cilag Advanced Technologies Gmt
Cilag AG

Cilag GmbH Internatione

Cilag Holding AG

Cilag Pharmaceuticals Gmk
Cordis

Cordis Cashe

Cordis de Mexico, S.A. de C.\
Cordis Europa N.V.

Cordis Medizinische Apparate Gmt
DePuy Franct

DePuy International Limite

DePuy International (Holdings) Limite
DePuy (Ireland

DePuy Mitek Sar

DePuy Motion Sar

DePuy Orthopadie Gmb

DePuy Spine Sa

DePuy UK Holdings Limitec

EES Holdings de Mexico, S. de R.L. de C.

Ethicon

Ethicon Irelanc

Ethicon PR Holding:

Ethicon Sar

Ethicon Wome's Health & Urology Sal
Ethnor del Istmo S.A

Ethnor Farmaceutica, S./

FMS Future Medical System S

GMED Healthcare BVB£

High Wycombe Property Management Limil

Janssen Alzheimer Immunothere

Janssen Alzheimer Immunotherapy (Holding) Limi

Janssen Biologics B.V
Janssen Biologics (Irelan
Janssen Cilag Farmaceutica S
Jansse-Cilag

Jansse-Cilag AB

Jansse-Cilag AG

Jansse-Cilag A/S

Jansse-Cilag B.V.

Florida
Delaware
New Jerse)
Delaware

France
China
Israel
Switzerlanc
Switzerlanc
Switzerlanc
Switzerlanc
Switzerlanc
France
Ireland
Mexico
Netherlands
Germany
France
United Kingdon
United Kingdon
Ireland
Switzerlanc
Switzerlanc
Germany
Switzerlanc
United Kingdon
Mexico
France
Ireland
Ireland
Switzerlanc
Switzerlanc
Paname
Venezuele
Switzerlanc
Belgium
United Kingdon
Ireland
Ireland
Netherlands
Ireland
Argentina
France
Sweder
Switzerlanc
Denmark
Netherlands




Name of Subsidiary

Jurisdiction of
Organization

Jansse-Cilag de Mexico S de R.L. de C.\
Jansse-Cilag Farmaceutica, Lde
Jansse-Cilag Farmaceutica Ltde
Jansse-Cilag GmbH

Jansse-Cilag Ltd.

Jansse-Cilag Limited

Jansse-Cilag NV

Jansse-Cilag OY

Jansse-Cilag Pharmaceutical S.A.C.
Jansse-Cilag Pharma Gmbl

Jansse-Cilag Pty. Ltd.

Jansse-Cilag. S.A.

Jansse-Cilag, S.A. de C.V.

Jansse-Cilag S.p.A.

Jansse-Cilag s.r.c

Janssen de Mexico, S. de R.L.de C
Janssen Inc

Janssen Korea Ltc

Janssen Pharmaceutica |

Janssen Pharmaceutica (Pty) Limi
Janssen Pharmaceutis

Janssen Pharmaceutical K.

J.C. General Services CVE

J-C HealthCare Ltd.

JHC Nederland B.V.

Johnson & Johnson A

Johnson & Johnson A

Johnson & Johnson (China) Investment L
Johnson & Johnson (China) Lt

Johnson & Johnson Consumer B.
Johnson & Johnson Consumer Holdings Fre
Johnson & Johnson Consumer Services EAME |
Johnson & Johnson de Argentina S.A.C.i
Johnson & Johnson de Colombia S.
Johnson & Johnson de Mexico, S.A. de C
Johnson & Johnson de Venezuela, S
Johnson & Johnson del Ecuador S
Johnson & Johnson del Peru S.

Johnson & Johnson do Brasil Industria E Comerci®aelutos Para Saude Ltd
Johnson & Johnson European Treasury Com|
Johnson & Johnson Finance Limit
Johnson & Johnson Financial Services Gn
Johnson & Johnson Gesellschaft m.b
Johnson & Johnson Gmk

Johnson & Johnson Group Holdings Gm
Johnson & Johnson Hellas S..

Johnson & Johnson Hemisferica S.
Johnson & Johnson Holding Gmt

Mexico
Portugal
Brazil
Germany
Thailand
United Kingdon
Belgium
Finland
Greece
Austria
Australia
Spain
Mexico

Italy

Czech Republi
Mexico
Canade
Korea
Belgium
South Africa
Ireland
Japar
Belgium
Israel
Netherlands
Sweder
Switzerlanc
China
China
Netherlands
France
United Kingdon
Argentina
Colombia
Mexico
Venezuelz
Ecuadotr
Peru

Brazil
Ireland
United Kingdon
Germany
Austria
Germany
Germany
Greece
Puerto Ricc
Germany




Name of Subsidiary

Jurisdiction of
Organization

Johnson & Johnson (Hong Kong) Limit

Johnson & Johnson Inc

Johnson & Johnson Industrial Ltd

Johnson & Johnson International Financial Servicesipany
Johnson & Johnson Kifi

Johnson & Johnson K. K

Johnson & Johnson Korea, Lt

Johnson & Johnson Limite

Johnson & Johnson Limite

Johnson & Johnson Limitac

Johnson & Johnson LL

Johnson & Johnson Luxembourg Finance Company
Johnson & Johnson Management Limi

Johnson & Johnson Medical (2004) Limil
Johnson & Johnson Medical B.\

Johnson & Johnson Medical (China) Li

Johnson & Johnson Medical Gmt

Johnson & Johnson Medical Korea Limit
Johnson & Johnson Medical Limit

Johnson & Johnson Medical Mexico, S.A. de C
Johnson & Johnson Medical N

Johnson & Johnson Medical Products Gn
Johnson & Johnson Medical (Pty) Limit

Johnson & Johnson Medical Pty Lt

Johnson & Johnson Medical (Shanghai) L
Johnson & Johnson Medical S.p..

Johnson & Johnson Medical (Suzhou) L
Johnson & Johnson Medikal Sanayi ve Ticaret LimBatteti
Johnson & Johnson (New Zealand) Limi
Johnson & Johnson Nordic A

Johnson & Johnson Pacific Pty. Limit

Johnson & Johnson Pakistan (Private) Lim
Johnson & Johnson (Philippines), Ir

Johnson & Johnson Poland Sp. z

Johnson & Johnson, Prodaja medicinskih in farmagdvizdelkov, d.o.c
Johnson & Johnson (Proprietary) Limit

Johnson & Johnson Pte. Lt

Johnson & Johnson Pty. Limit

Johnson & Johnson S./

Johnson & Johnson, S.A. de C.

Johnson & Johnson Sante Beaute Fr:

Johnson & Johnson SDN. BHI

Johnson & Johnson S.E. d.o.

Johnson & Johnson S.p./

Johnson & Johnson, s.r.

Johnson & Johnson, s.r.

Johnson & Johnson Swiss Finance Company Lin
Johnson & Johnson Taiwan Lt

Hong Kong
Canade

Brazil

Ireland
Hungary

Japar

Korea

India

United Kingdon
Portugal
Russia
Luxembourg
United Kingdon
United Kingdon
Netherlands
China
Germany
Korea

United Kingdon
Mexico
Belgium
Austria

South Africa
Australia
China

Italy

China

Turkey

New Zealanc
Sweder
Australia
Pakistar
Philippines
Poland
Slovenia

South Africa
Singapore
Australia
Spain

Mexico

France
Malaysia
Croatia

Italy

Czech Republi
Slovakia
United Kingdon
Taiwan




Name of Subsidiary

Jurisdiction of
Organization

Johnson & Johnson (Thailand) Lt
Johnson & Johnson Vision Care (Irelal

Johnson and Johnson Sihhi Malzeme Sanayi Ve Titareted Sirkett

Laboratoires Polivi

Latam International Investment Compe
Latam Properties Holding

Lifescan Canada Ltd

Lifescan Scotland Limite

McNeil AB

McNeil Consumer Healthcare Gmt
McNeil Denmark Ap<

McNeil Esbjerg Ap<

McNeil GmbH & Co. oHC

McNeil Healthcare (UK) Limitec
McNeil Manufacturing Pty Ltd.
McNeil Products Limitec

McNeil Sweden AE

Medos International Sa

Medos Sar

Mentor Medical Systems C.\
Micrus Endovascular S,

OBTECH Medical Sar

OMJ Ireland

OMJ Manufacturing

OMJ PR Holding

Omrix Biopharmaceuticals Ltd
Omrix Biopharmaceuticals S.A
Orthc-Clinical Diagnostics
Orthc-Clinical Diagnostics
Orthc-Clinical Diagnostics Gmbt
Orthc-Clinical Diagnostics K.K.
Orthc-Clinical Diagnostics N\

P.T. Johnson & Johnson Indone
RespiVert Ltd.

Shanghai Johnson & Johnson Limi
Shanghai Johnson & Johnson Pharmaceuticals,
Tasmanian Alkaloids Pty. Ltc
Tibotec Pharmaceutica
Tibotec-Virco Comm. VA
Tibotec-Virco Virology BVBA
Turnbuckle Investment Compal
Vania Expansiol

Xian-Janssen Pharmaceutical Li

Thailand
Ireland

Turkey

France

Ireland

Ireland

Canade

United Kingdon
Sweder
Germany
Denmark
Denmark
Germany
United Kingdon
Australia
United Kingdon
Sweder
Switzerlanc
Switzerlanc
Netherlands
Switzerlanc
Switzerlanc
Ireland

Ireland

Ireland

Israel

Belgium
France

United Kingdon
Germany
Japar

Belgium
Indonesie
United Kingdon
China

China
Australia
Ireland
Belgium
Belgium
Ireland

France

China



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8
(No. 333-163857, 333-129542, 333-124785, 333-106883-104828, 333-96541, 333-87736, 333-67370,
333-59380, 333-39238, 333-26979, 33-57583, 33-522520294, 33-32875) and Form S-3 (No. 333-149632,
333-67020, 333-91349) of Johnson & Johnson of epont dated February 24, 2011 relating to the firen
statements and the effectiveness of internal cbat@r financial reporting, which appears in thenial Report to
Shareholders, which is incorporated in this AnrR@port on Form 10-K. We also consent to the inc@tian by
reference of our report dated February 24, 20Ziting) to the financial statement schedule, whigbeaps in this
Form 10-K.

/sl RRICEWATERHOUSECOOPERSLLP

PricewaterhouseCoopers LLP

New York, New York
February 24, 201



EXHIBIT 31(a)

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, William C. Weldon, certify that:

1. I have reviewed this Annual Report on Form 1@Kthe fiscal year ended January 2, 2011 (the
“report”) of Johnson & Johnson (the “Company”);

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmni
state a material fact necessary to make the statsmede, in light of the circumstances under whkioth
statements were made, not misleading with respetietperiod covered by this report;

3. Based on my knowledge, the financial statememid other financial information included in théport
fairly present in all material respects the finahciondition, results of operations and cash flowthe
Company as of, and for, the periods presentedsmréiport;

4. The Company'’s other certifying officer(s) anaré responsible for establishing and maintaining
disclosure controls and procedures (as definedam&hge Act Rules 13a-15(e) and 15d-15(e)) andnate
control over financial reporting (as defined in Baoge Act Rules 13a-15(f) and 15d-15(f)) for thenpany
and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
Company, including its consolidated subsidiarissnade known to us by others within those entities,
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financigloiting, or caused such internal control over
financial reporting to be designed under our supam, to provide reasonable assurance regardimg th
reliability of financial reporting and the prepacat of financial statements for external purposes i
accordance with generally accepted accounting ipies;

c¢) Evaluated the effectiveness of the Company’'slaksire controls and procedures and presented in
this report our conclusions about the effectiveradgbe disclosure controls and procedures, akeoéhd
of the period covered by this report based on swelftuation; and

d) Disclosed in this report any change in the Camfsainternal control over financial reporting that
occurred during the Company’s most recent fiscalgu (the Company’s fourth fiscal quarter in tiase
of an annual report) that has materially affecteds reasonably likely to materially affect, ther@pany’s
internal control over financial reporting; and

5. The Company'’s other certifying officer(s) arldblve disclosed, based on our most recent evatuatio
internal control over financial reporting, to ther@pany’s auditors and the audit committee of then@any’s
board of directors (or persons performing the egjemt functions):

a) All significant deficiencies and material weakses in the design or operation of internal control
over financial reporting which are reasonably kil adversely affect the Company’s ability to neto
process, summarize and report financial informatond

b) Any fraud, whether or not material, that invaweanagement or other employees who have a
significant role in the Company’s internal contoeker financial reporting.

/s/ WiLLiam C. WELDON

William C. Weldon
Chief Executive Officer

Date: February 22, 201



EXHIBIT 31(b)

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, Dominic J. Caruso, certify that:

1. I have reviewed this Annual Report on Form 1@Kthe fiscal year ended January 2, 2011 (the
“report”) of Johnson & Johnson (the “Company”);

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmni
state a material fact necessary to make the statsmede, in light of the circumstances under whkioth
statements were made, not misleading with respetietperiod covered by this report;

3. Based on my knowledge, the financial statememid other financial information included in théport
fairly present in all material respects the finahciondition, results of operations and cash flowthe
Company as of, and for, the periods presentedsmréiport;

4. The Company'’s other certifying officer(s) anaré responsible for establishing and maintaining
disclosure controls and procedures (as definedam&hge Act Rules 13a-15(e) and 15d-15(e)) andnate
control over financial reporting (as defined in Baoge Act Rules 13a-15(f) and 15d-15(f)) for thenpany
and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
Company, including its consolidated subsidiarissnade known to us by others within those entities,
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financigloiting, or caused such internal control over
financial reporting to be designed under our supam, to provide reasonable assurance regardimg th
reliability of financial reporting and the prepacat of financial statements for external purposes i
accordance with generally accepted accounting ipies;

c¢) Evaluated the effectiveness of the Company’'slaksire controls and procedures and presented in
this report our conclusions about the effectiveradgbe disclosure controls and procedures, akeoéhd
of the period covered by this report based on swelftuation; and

d) Disclosed in this report any change in the Camfsainternal control over financial reporting that
occurred during the Company’s most recent fiscalgu (the Company’s fourth fiscal quarter in tiase
of an annual report) that has materially affecteds reasonably likely to materially affect, ther@pany’s
internal control over financial reporting; and

5. The Company'’s other certifying officer(s) arldblve disclosed, based on our most recent evatuatio
internal control over financial reporting, to ther@pany’s auditors and the audit committee of then@any’s
board of directors (or persons performing the egjemt functions):

a) All significant deficiencies and material weakses in the design or operation of internal control
over financial reporting which are reasonably kil adversely affect the Company’s ability to neto
process, summarize and report financial informatond

b) Any fraud, whether or not material, that invaweanagement or other employees who have a
significant role in the Company’s internal contoeker financial reporting.

/sl Dowminic J. CARUSO

Dominic J. Caruso
Chief Financial Officer

Date: February 17, 201



EXHIBIT 32(a)

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT

The undersigned, William C. Weldon, the Chief ExeauOfficer of Johnson & Johnson, a New Jersey
corporation (the “Company”), pursuant to 18 U.SLB850, as adopted pursuant to Section 906 of tHeaBas-Oxley
Act of 2002, hereby certifies that, to the bestngfknowledge:

(1) the Company’s Annual Report on Form 10-K far fiscal year ended January 2, 2011 (the “Report”)
fully complies with the requirements of Sectiond)3¢f the Securities Exchange Act of 1934; and

(2) the information contained in the Report faphgsents, in all material respects, the finan@aldition
and results of operations of the Company.

/s/ WiLLiam C. WELDON

William C. Weldon
Chief Executive Officer

Dated: February 22, 2011

This certification is being furnished to the SEGhathis Report on Form 10-K pursuant to Section 80the
Sarbanes-Oxley Act of 2002 and shall not, exceftiéaextent required by such Act, be deemed filethb
Company for purposes of Section 18 of the Secariiechange Act of 1934, as amended, or otherwisiestLto the
liability of that section



EXHIBIT 32(b)

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT

The undersigned, Dominic J. Caruso, the Chief FRisDfficer of Johnson & Johnson, a New Jersey
corporation (the “Company”), pursuant to 18 U.SLB850, as adopted pursuant to Section 906 of tHeaBas-Oxley
Act of 2002, hereby certifies that, to the bestngfknowledge:

(1) the Company’s Annual Report on Form 10-K far fiscal year ended January 2, 2011 (the “Report”)
fully complies with the requirements of Sectiond)3¢f the Securities Exchange Act of 1934; and

(2) the information contained in the Report faphgsents, in all material respects, the finan@aldition
and results of operations of the Company.

/sl Dowminic J. CARUSO

Dominic J. Caruso
Chief Financial Officer

Dated: February 17, 2011

This certification is being furnished to the SEGhathis Report on Form 10-K pursuant to Section 80the
Sarbanes-Oxley Act of 2002 and shall not, exceftiéaextent required by such Act, be deemed filethb
Company for purposes of Section 18 of the Secariiechange Act of 1934, as amended, or otherwisiestLto the
liability of that section



EXHIBIT 99

CAUTIONARY STATEMENT PURSUANT TO PRIVATE SECURITIES LITIGATION REFORM
ACT OF 1995 — “SAFE HARBOR” FOR FORWARD-LOOKING STA TEMENTS

The Company may from time to time make certain fodvooking statements in publicly-released makgria
both written and oral. Forward-looking statemerisdt relate strictly to historical or current faeind anticipate
results based on management’s plans that are stbjeccertainty. Forward-looking statements maydeatified
by the use of words such as “plans,” “expects,’l;ivianticipates,” “estimates” and other words sifnilar meaning
in conjunction with, among other things, discussiohfuture operations, financial performance,@wenpany’s
strategy for growth, product development, regulatipprovals, market position and expenditures.

Forward-looking statements are based on currerga@apons of future events. The Company cannotagiae
that any forward-looking statement will be accuratéhough the Company believes that it has beasoreable in its
expectations and assumptions. Investors shoulzeethiat if underlying assumptions prove inaccuoatanknown
risks or uncertainties materialize, actual resttsld vary materially from the Company’s expectasiand
projections. Investors are therefore cautionedmptace undue reliance on any forward-lookingestegnts.
Furthermore, the Company does not undertake totejaey forward-looking statements as a result of ne
information or future events or developments.

Some important factors that could cause the Conipatyual results to differ from the Compasgxpectatior
in any forward-looking statements are as follows:

Economic factors, including inflation and fluctwats in interest rates and currency exchange ratbthe
potential effect of such fluctuations on revenggenses and resulting margins;

Competitive factors, including technological advemechieved and patents attained by competitorgths
as new products introduced by competitors;

Challenges to the Company’s patents by competitoadlegations that the Company’s products infringe
the patents of third parties, which could potehtiaffect the Company’s competitive position andigbto sell
the products in question and require the paymeptief damages and future royalties. In particgl@ngric dru
firms have filed Abbreviated New Drug Applicatiosseking to market generic forms of most of the Camyfs
key pharmaceutical products, prior to expiratiothaf applicable patents covering those producthdrevent
that the Company is not successful in defendingebalting lawsuits, generic versions of the pradudssue
will be introduced, resulting in very substantisdniket share and revenue losses;

Financial distress and bankruptcies experiencesignificant customers and suppliers that could impa
their ability, as the case may be, to purchas€trapany’s products, pay for products previouslychased or
meet their obligations to the Company under supplgngements;

Changes in the behavior and spending patternsrohpsers of health care products and servicesidimg
delaying medical procedures, rationing prescriptiadications, reducing the frequency of physicigits/and
foregoing health care insurance coverage, as # idaiprolonged global economic downturn.

The impact on political and economic conditions thueerrorist attacks in the U.S. and other paithe
world or U.S. military action overseas, as wellreggability in the financial markets which couldstdt from
such terrorism or military actions;

Interruptions of computer and communication systentduding computer viruses, that could impair the
Company’s ability to conduct business and commuaitgernally and with its customers;

Health care changes in the U.S. and other counasting in pricing pressures, including the amned
consolidation among health care providers, trendsitd managed care and health care cost containthent
shift towards governments becoming the primary magéhealth care expenses and government laws and
regulations relating to sales and promotion, reirsboment and pricing generally;

Government laws and regulations, affecting U.S.iatetnational operations, including those relating
securities laws compliance, trade, monetary amaffigolicies, taxes, price controls, regulatoryrappl of




new products, licensing and patent rights, enviremtal protection, and possible drug reimportatagidlation;

Competition in research, involving the developmamd the improvement of new and existing products an
processes, is particularly significant and resutisn time to time in product and process obsoleseemhe
development of new and improved products is immbrta the Company’s success in all areas of iténless;

Challenges and difficulties inherent in productelepment, including the potential inability to sassfully
continue technological innovation, complete clihicels, obtain regulatory approvals in the Unitgttes and
internationally, gain and maintain market appraMgbroducts and the possibility of encounteringimjement
claims by competitors with respect to patent oeoihtellectual property rights which can precludealelay
commercialization of a product;

Significant litigation adverse to the Company irthg product liability claims, patent infringemeataims
and antitrust claims;

Increased scrutiny of the health care industry tyegnment agencies and state attorneys generéimgsu
in investigations and prosecutions carry the risgignificant civil and criminal penalties, includj, but not
limited to, debarment from government business;

Difficulties and delays in manufacturing that caus&intary or involuntary business interruptions or
shutdowns, product shortages, substantial modificatto our business practices and operationsgdvétials ol
suspensions of current products from the markgtpssible civil penalties and criminal prosecution;

Product liability insurance for products may beitad, cost prohibitive or unavailable;

Product efficacy or safety concerns, whether otrasied on scientific evidence, resulting in product
withdrawals, recalls, regulatory action on the méuthe FDA (or international counterparts) or digiolg sales;

The impact of business combinations, including &itions and divestitures, both by and for the Camy,
as well as externally in the pharmaceutical, mddiegices and diagnostics and consumer industries;

The potential impact of climate change concerntherdesign, manufacturing, marketing and sale afth
care products; and

Issuance of new or revised accounting standardséifinancial Accounting Standards Board and the
Securities and Exchange Commission.

The foregoing list sets forth many, but not alltlod factors that could impact upon the Companliktya to
achieve results described in any forward-lookirageshents. Investors should understand that ittipoassible to
predict or identify all such factors and should contsider this list to be a complete statementlgfadential risks
and uncertainties. The Company has identified déleéofs on this list as permitted by the Privateuiges Litigation
Reform Act of 1995



