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Cautionary Statement

The Operating and Friancial Review and certain other
sectians of thes Anaual Report, inchidmg the Businesy Peview,
cortan forward lookirig statements that are subject o risk
fattors assocmied with, amangst other things, the ecanoemic
i arrd busiress crewnistinces oecuring from tunse (o dme i
the countries and seczors in which the group oparaces. ftas
behered that the expecations reflected in these sttements
are rezsonable but they rmay be affected by a wide range of
vaiables which could clude acumi resuls 1o difer materially
: from those currenty anodpated

' Frone cover:

| A schematc drawing showig 3 diesel oxidation catabyst {DOL) and catalysed scor

| filer (CSF; assenibly used to conrol envssions of carbon monoride {COj, unbumt
' hydrocarbons {(HC) and paruculaze matter (M3 from bght duty dieset vehicles.

In 300607 Jahnson Macthey sompleted a naw CSF manufacun ing facility in Royszon,
UK and installed addinanal CSF capacity ac its South African facdity to meet dhe
growng demand for C5Fs in Burope.
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FINANCIAL HIGHLIGHTS - 2007

Summary Results

Year 10 31st March %
2007 2006 change
Revenue €6,152m £4,574m +34
Sales excluding precious melals €3,454m £1.159m +25
Profit before tax £224.5m £191.5m +18
Total earnings per share 26.%p 70.8p +37
Before ane-off items
{including discontinued operations’ results]:
Prafit before tax £242.6m £219.8m +10
Earnings per share 81.2p 72.7p +12
Dividend per share 33.6p 30.ip +i2

Divisional
Operating Profit!

Catalysts — D

Precious Metal
Products

Pharmaceutical _
Haterials

! Before one-off items

Earnings per Share Before One-off Items
{including discontinued operations’ results)

Dividend per Share \\

b Op*

2003 2004

2005 206

a81.2p

336p

® UK GAAP basis earnings per share before exceptional items and

goodwill amartisation
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CHAIRMAN'S STATEMENT

Sir John Banham
Chairman

| am pleased to report that 2006/07 has been another good
year for Johnson Matthey. Your company has continued to
benefit from its Jong term commitment to investment in R&D
and capital expenditure and its focus on products and
technologies that benefit the environment and help to make
the most efficient use of increasingly expensive energy
resources. Most importantly, the year has also seen us make
good progress towards the board's main objective of delivering
superior value to you, our shareholders. During the year the
total return to Johnson Matthey shareholders was 16% Over
the seven years to March 2007, whilst the FTSE 100 index fell
slightly, Johnson Matthey shares rose by 120%

The importance of our long term strategy is well illustrated
by a key development that took place this year. The second haif
of the year saw major growth in our safes of catalysts for heavy
duty diesel {HDD) vehicles, a market that has been brought
about by tough emissions standards for buses and trucks that
came into force in Europe in October 2006 and in the US in
January 2007, Our investment in developing HDD catalyst
technclogy, testing and manufacturing infrastructure began in
the early 19%0s and this long term perspective has ensured that
we now have a strong share of this new market

Your board is fully committed to reporting on Johnson
Matthey's corporate social responsibility (CSR) performance. A
review of our CSR performance is presented on pages 25 to 33
of this Annuat Report and includes a section entitled “Working
Towards a Sustainable Future', Our full CSR report can be found
on the company's website. This spring | attended the group's
annual conference for its senior management tearm, a major

2 Johnsan Matthey

theme of which was sustainability, looking at how we ¢an
operate in a more sustainable way and how we can help our
customers in a transition towards a more sustainable future.

| was struck by the tremendous enthusiasm for sustainability
among those attending the conference and was delighted to
be able to participate in this part of the company wide process
to develop lohnson Matthey's sustainability strategy.

Every one of us can do our part to move towards a
sustainable future. One small change that we are proposing is
to amend our Articles of Association to enable us to make full
use of the fact that our Annual Report is available electronically
on our website, Although we will still continue to send a
printed copy to any shareholder who wants it, we expect that
there are many who have access to the internet and would
prefer 1o view it online. We estimate that production of our
Annual Report generates a remarkable |5 tonnes of carbon
dioxide (CO,} every year because of the quantity that we have
to print and the size of the report, which has grown as a result
of all the regulatory content we are obliged to include. It is also
expensive to print. Hopefully we can reduce its environmental
impact significanty.

QOur non-executive directors play a vital role in the
governance of your company. Johnson Matthey has a strong
group of independent diréctors and we are extremely
fortunate to have the benefit of their knowledge and many
years of experience. Charles Mackay and Mike Dearden will
retire from the board at the end of this financial year on
315t March 2008, Their considerable contributions will
be reflected in next year's Annual Report. Meanwhilz on




Abxeve Johnson Matthey's new catalyst
manufacturing plant in South Korea will
begin production during 2007/08.

Abovn. Research and development at Davy Process
Technology, Stockton-on-Tees, UK

1 6th Aprit 2007 we announced the appointment of Michael
Roney as a non-executive director of the company with effect
from st June 2007. Mr Roney is currently Chief Executive of
Bunz! plc and has many years' experience of business in

tatin America, Asia, Europe, the Middle East and Africa,

The appointment of Dorothy Thompson as a non-executive
director of the company with effect from st September 2007
was announced on 30th May 2007, Mrs Thompson is currently
the Chief Executive of Crax Group plc and has a wealth of
experience in the energy sector as well as in Asia and Africa,

| look forward to their contributions to the work of the beard
in the years ahead.

During this, my first full year as Chairman of johnson
Matthey | have continued to visit many of the company's
operations around the world. During these visits | never fail to
be impressed by the professionalism, commitment and enthusiasm
of all the Johnscn Matthey people that | meet. This reflects the
emphasis that the company places on growing our management
talent and developing the skills of staff at all levels of the
organisation. The imvestrent that we make in this area is vital o
equip your company to meet the challenges of the future and
to ensure that we capitalise on the many exciting opportunities
before us. Over the last few years we have been making major
investrments in manufacturing facilities and in developing our
global businesses, particularly in Asia. The continuous
devetopment of our people will be vitally important to the
success of these investments,

On your behalf, | would like to thank alt of cur people
around the world for their hard work and dedication during
what has undoubtedly been a good year for your company.

In conclusion, your company is in excellent shape and
continues to make good progress towards the delivery of
superior shareholder value, We are very well placed to benefit
from a number of important growth cpportunities over the
next few years. ! am confident that the company will continue
to produce good growth in the years ahead and | lock forward
to reporting on a successful 2007/08.

Al

Sir John Banham
Chairman
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CHIEF EXECUTIVE'S STATEMENT

Johnson Matthey achieved good results in 2006/07. Sales
excluding the value of precious metals were 25% up at

£1.45 billion. Profit before tax and one-off items, including the
results of discontinued operations, was up 10% at £242.6 millicn
and earnings per share on the same basis were | 2% ahead at
81.2 pence.

Catalysts Division performed well with strong growth in
both its Environmental Catalysts and Technologies and Process
Catalysts and fechnologies businesses. Precious Metal Products
Division had an excellent year benefiting from buoyant market
conditions and a strong contribution from its manufacturing
businesses. Pharmaceutical Materials Division returned to growth
following its disappointing performance last year with a good
recovery in its US operations.

At the end of February we concluded the sale of our
Ceramics Division. The proceeds will be used to buy back
shares and fund bolt-on acquisitions. This sale completes the
process, which we announced in Novermnber 2003, of disposing
of parts of our former Colours & Coatings Division and
focusing the group on our core activities,

Qur strategic intent is to deliver superior growth in eamings
by capitalising on our world class technology in catalysts, precious
metals, fine chemicals and process technology where our
expertise provides a competitive edge. In order to achieve this
we continue 1o invest heavily in the future of our businesses,

In 2006/07 capital expenditure was £119.8 million which
was |.5 times depreciation. Most of this investment was in
Catalysts Division with Environmental Catalysts and Technologies
(ECT) spending £63.2 million on new manufacturing capacity.
Ouring the year a new diesel catalyst producticn facility was
completed in the United States and construction of an
additional catalysed soot filter (CSF) plant in Royston, UK is
well underway, Additional capacity has been added at our

‘; Juhnson Matthey

Neil Carson
Chief Executive

plants in South Africz and Japan and we are building new
factories in South Korea and Russia. In Process Catalysts and
Technologies (PCT) we have invested in additional
manufacturing capacity for the Arnmaonia, Methano!, Oif and
Gas (AMOG} business.

Despite this high level of investment in capex and in R&D
we continue to make progress towards our pre-tax target of a
20% return on assets (ROA). This year we improved our group
ROA to |74% and expect to maintain or improve the group's
return over the next few years.

Global concern about the environment and the need to
make the most efficient use of finite resources such as
hydrecarbens, from which we currently derive most of our
energy. is providing our business with many exciting
opportunities for growth. Qur long term commitment to
investment in R&D and capital expenditure has ensured that
we are well positioned 1o help address these concerns.

Emission control legislation continues to tighten around the
world, 2006/07 saw the start of legistation in Europe and North
America that is driving the new market for heavy duty diesel
(HDD) catalysts. In fact, in the second half of the year we made
sales excluding the value of precious metals of £46 million into
this brand new market. HDD emission limits will tighten further
in Europe, Japan and the United States in 2009 and 2010 and
these new standards will require more sophisticated catalyst
systems to meet them. China, India, Brazil and South Korea all
have plans to introduce HDD emissions legislation by 2010. This
will add significantly to the market for HDD catalysts. A further
new market will emerge from 201 | as the US and Europe
phase in similar tough emission standards for off road diesel
vehicles, We estimate that by 2014/15 the global market for
HDD catalysts will be worth approximately US$3 billion in
sales, excluding the value of precious metals.




We are also continuing to benefit from technology
leadership in light duty diesel catalysts where concerns about
particulate emissions are resulting in the early fitment of
catalysed soot filtters ahead of the Euro 5 light duty diesel
legistation which comes into full force in 2010,

Growth in our catalysts business is by no means limited tc
vehicle emission control. High cil prices coupled with concerns
about glabal warming have created further opportunities for
our PCT business. There is a growing consensus that the world
needs to reduce carbon emissions through the more efficient
use of energy and the introduction of attemative energy sources,
thus starting a transition towards a lower carbon and ultimately
a hydrogen economy. Catalysts will play a crucial role in this
transition. johnson Matthey is a world leader in catalysts for
the generation of hydrogen and has a strong position in other
technologies that are helping our customers to make the most
efficient use of hydrocarbon resources and to begin this transition
towards a lower carbon future. The acquisition of Davy Process
Technology (DFT) in February 2006 has been a great success,
proviging us not only with additional cpportunities to grow our
catalyst sales but also with good visibility of future developments
in chemical processes and alternative fuels, Ultimately, when
hydrogen is more widely used as a fuel we will benefit from our
teadership in fuel cell technology.

From st April 2007 we have reorganised our divisional
structure to give greater focus on our technologies concerned
with protecting the environment. We have created a new
Environmental Technologies Division comprising the ECT
business, which has been renamed Emission Control
Technologies, the process technologies businesses within PCT
(AMOG, DPT and Tracerco), which form a new Process
Technologies business, and Fuel Cells. This new division brings
together our core skills in catalysts and process technology and
is well placed to serve current and emerging markets.
Increasingly CO, will be viewed as a ‘pollutant’ and we are
concentrating on how fohnson Matthey, and in particular our
new Environmental Technologies Division, will thrive in the
future as governments legislate for lower carbon emissions in
response o the threat from climate change.

The remaining businesses within PCT, which serve the
speciality chemicals and pharmaceutical markets, have been
merged with Pharmaceutical Materials to form a new Fine
Chemicals & Catalysts Division, This combines the group’s fine
chemicals and related catalysts businesses and will enable us to
take advantage of the marketing and technology synergies that
exist between these businesses. The swructure of our Precious
Metal Products Division remains unchanged.

In recent years Johnson Matthey has made great progress
in the field of corporate social responsibility (CSR). We pride
ourselves on having a streng team ethos where every
employee has a key role to play in the growth and success of
our business. We therefore place a great deal of emphasis on
career development The excellent performance achieved in
2006/07 is the result of outstanding efforts from our workforce
and management teams around the world. Going forward we
will increase our focus on developing people to ensure that
we make the most of the opportunities ahead of us. We alkso
continue to work hard on improving our health and safety
record. While our accident rate continues to fall and is below
industry averages we believe that any accident is unacceptable

Abere- Heavy duty diesel catalyst manufacturing
at our facility near Philadelphia, USA.

and it is our objective to achieve a zero accident rate. The
group’s policies in this important area are set out in our CSR
report an the company’s website at www.matthey.com.

Over the last year we have been examining how to make
our business more sustainable as a first step towards developing
a sustainability strategy for the group. In doing this we have
been focusing on two key questions: Firstly, how can we be
mare efficient in the way that we use resources in our
manufacturing operations and offices? Secondly, how can we
design products that are both better than these of our
competitors and help our customers become more sustainable?
There is a real groundswell of support for sustainability
initiatives amongst our staff and together we are working on
developing new strategies for the future.

We have a number of excellent growth opportunities
before us. Our long term commitment to investing in R&D and
capital expenditure, as well as in the skills of our excellent team
of people, means that we are well positioned to capitalise on
these opportunities. The outlook for the group and particularty
for our new Environmental Technologies Division aver the next
few years is very encouraging. A more detailed outlook
statement is included in cur Operating and Financial Review

{OFR) on page 8.

-

Meil Carson
Chugf Executive
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OPERATING AND FINANCIAL REVIEW

geive- Continuously Regenerating Trap
(CRT#} assembly for emissions control
in heavy duty diesel vehicles.

iefi- Manufacturing active
pharmaceutical ingredients at
Macfarlan Smith, UK.

gighe: Platinum grain.




Strategy and Objectives

Johnson Matthey's strategic intent is to achieve consistent
growth in earnings by concentrating on the development of
high added value products and services in areas where our
expertise provides a competitive edge, particularly in catalysis,
precious metals, fine chemicals and process technology.

The group’s financial objectives are:

* To achieve consistent and above average growth in
eamings per share. Over the ten years from 1996/97 1o
2006/07 Johnson Matthey has increased its earnings per
share before one-off items and goodwill amertisation at a
compound annual growth rate of 9% p.a.

= To grow dividends in line with earnings while maintaining
dividend cover at about two and a half times to ensure
sufficient funds are retained to support organic growth.
QOver the last ten years Johnson Matthey has increased its
dividend at a compound annual growth rate of 8% pa
Dividend cover for 2006/07 was 2.4 times.

« o deliver a return on investment above the group’s cost
of capital. We estimate Johnson Matthey's post tax cost of
capital is currently about 8%. The group’s post tax return
on assets for 2006/07 was 4.4% above that at 12.4%.

*  We set a pre-tax target of 20% for retum on assets (ROA)
for all of our divisions with a minimum threshold of being
ahead of our cost of capital (1 1.2% on a pre-tax basis).
Precious Metal Products achieved a return in excess of
20% in 2006/07. Catalysts’ and Pharmaceutical Materials’
ROAs were between the cost of capital and the 20%
target. In 2006/07 the group’s overzll pre-tax return was
| 7.4% (see page 18).

The board's strategies to achieve these financial objectives are:

+  Focus the business on the group’s core skills in catalysis,
precious metals, fine chemicals and process technology.

*  Position the group in growth markets where our core skills
are applicable, Catafysis is a key technclogy in many
developing markets for the 21 st century, particularly those
concermed with protecting the environment such as in
emission control. cleaner fuel, more efficient use of
hydrocarbons and the hydrogen economy. Our new
Environmental Technologies Division, which combines our
skills in catalysts and process technology, is well positioned
to serve these emerging markets. Catalysis is also impartant
in the manufacture of fine chemicals where Johnson
Matthey has a number of strong niche market positions.
Johnson Matthey's expertise and international strength in
precious metals, particularty platinum group metals, was the
starting point for many of our businesses. The market for
platinum has grown steadily for many decades and demand
is expected to grow significantly over the next ten years.

»  Differentiate ourselves by using our weorld class technology.
We wili continue to invest significantly in research and
development to develop rew products and manufacturing
processes. Technology is the key driver far most of our
businesses and Johnson Matthey has a strong science base
with technical centres located in alt our major markets.

*  Maintain strong relationships with our major customers,
suppliers, government bodies and other stakeholders by
investing resources on joint projects t© ensure the group
is well positioned for future market development

+  Continue to invest in Johnson Matthey's employees to
ensure they are well trained, motivated and encouraged
to meet the challenges of the future.

Review of Results 2006/07

Jehnson Matthey achieved very good results in 2006/07 with
sales, profit before tax and eamnings per share all well ahead of
last year. Catalysts Division and Precious Metal Products
Division both achieved double digit growth in sales and
operating profit despite adverse exchange translation. Sales
were boosted by the significant rise in the prices of platinum
group metals {pgms). Derand for catalysts was also very strong
with expanding sales of catalysed soot fiters (CSFs) for light
duty diesel vehicles, the emergence of a new market for heavy
duty diesel (HOD) catalysts to original equipment
manufacturers and increased sales of process catalysts.

We sold our Ceramics Division on 28th February 2007 for
£143.9 million giving a profit on sale of £33.3 million after tax,
The sale of Ceramics Division completes the process, announced
in November 2003, of disposing of parts of the former
Colours & Coatings Division and focusing the group on its core
activities. Under International Financial Reporting Standards (IFRS)
the results of Ceramics Division are shown in discontinued
operations on a post tax basis. Profit before tax in the income
statement comprises the results for the continuing businesses
only The results for 2005/06 shown in the income statement
have been restated accordingly.

Revenue increased by 34% to £6,152 million. Precious
metal prices grew strongly over the year which boosted sales in
both Catalysts Division and Precious Metal Products Division.
Sales excluding the value of precious metals rose by 25%
reflecting good underlying volume growth and increased non
precious metal material costs, some of which are a pass through
for Johnson Matthey.

Operating profit before one-off items increased by 8%
to £252.4 million, despite adverse exchange translation of
£6.4 million. There were no one-off items in operating profit in
2006/07 whereas in 2005/06 a £6.0 milfion impairment charge
was included. After one-off items growth in operating profit
was 22%.

The group’s interest charge rose by £1t.1 million as a
result of higher average borrowings and higher interest rates,
Profit before tax and one-off items for the continuing
businesses rose by 13% to £226.5 milion, After one-off items
the rise was 8% 1f the operating results for discontinued
operations are included in the total, profit before tax was
£242.6 million which was 10% up on last year's reported profit
before tax and one-off items of £219.8 million,

Total earnings per share, including the profit on disposal of
Ceramics, rose by 37% to 96.9 pence. Eamings per share before
one-off items (profit on sale of Ceramics Division and last year's
impairment charge) were | 2% up at 81.2 pence.

Annual Report and Accounts 2007




New Divisional Structure

From |st April 2007 we have reorganised our divisional
structure, creating a new Environmental Technologies Division
which comprises ECT, the process technologies businesses
within Process Catalysts and Technologies (PCT) and Fuel Cells.
The remaining businesses within PCT, which serve the speciality
chemicals and pharmaceutical markets, have been merged with
Pharmaceutical Materials to form a new Fine Chemicals &
Catalysts Division. Precious Metal Products Division is unchanged.

This new structure is designed to give greater focus on
technologies concerned with protecting the ervironment such as
pollution control, cleaner fuel, more efficient use of hydrocarbons
and the hydrogen economry. Our new Environmental Technologies
Division, which combines our core skills in catalysts and process
technology, is well positioned to serve these emerging markets.

Johnson Matthey's Pharmaceutical Materials business is
focused on the manufacture of fine chemicals, particularly active
pharmacettical ingredients (AP!s), sold to pharmaceutical
companies which fits well with the group’s other fine chemicals
and catalysts businesses which sell into the same or similar
markets. Qur new Fine Chemicals & Catalysts Division, which
combines the group's fine chemicals and related catalysts
businesses, will enable us to take advantage of the marketing
and technology synergies that exist between these businesses.

The segmental results for 2006/07, restated for the new
divisions, are shown on page 19,

Outlook

The outlook for the group for the next few years continues to be:
very encouraging. We expect to achieve further strong growth
in sales excluding precious metats, particularly in Environmental
Technologies Division. In 2007/08 growth in underlying earnings
per share will be approximately 4 to 5% less than the growth in
profit before tax for the continuing businesses, because of the
dihutive effect of the sale of Ceramics. However, looking forward
to 2008/09 and beyond, growth in profit before tax and
earnings will be stronger as a result of the divestment.

In 2007/08 we should benefit from a full year of sales of
HDD catalysts to meet new emission standards introduced in
Europe in October 2006 and in North America in January
2007, Although industry experts are predicting a 25% fall in
truck sales in North America in 2007, all new trucks sold will
need to meet the emissions legistation, which will provide the
opportunity for significant new business for johnson Matthey.

In addition, ECT should achieve significant growth in safes of
CSFs for light duty dieset vehicles and grow its market share of
autocatalysts in Asia. Overzll, we expect ECT to achieve double
digit growth in both sales and operating profit in 2007/08.

Qur Process Technologies business is also experiencing
strong dermnand, particularly for catalysts for synthesis gas and
hydrogen production, Prospects for Process Technologies are
encouraging, driven by the high cil price and the need to make
more efficient use of hydrogarbon feedstocks.

8 Johnson Matthey

OPERATING AND FINANCIAL REVIEW

Precious Metal Products Division enjoyed very strong
growth in 2006/07, beneftting from buayant trading conditions
in platinum group metals and good growth in its manufacturing
businesses. in the second half of the year the division benefited
from some trading profits on the minor pgms which we do not
expect to be repeated at the same level in 2007/08, but overall,
if current market conditions continue, we would still expect the
division to achieve further growth in 2007/08, particularty in the
first haif of the year.

Qur new Fine Chemicals & Catalysts Division is expected
to achieve steady growth in 2007/08, with a further recovery
in the US Pharmaceutical Materials & Services business and
continued growth in catalysts and research chemicals. Most of
the division’s growth in 2007/08 is likely to come in the second
half of the year.

Overall, the group should perform well in 2007/08. Prospects
for all our businesses are good, particularty for Environmental
Technologies where global concemns about pollution, dimate
change and making the most efficient use of energy resources
will create significant opportunities for future growth,

Operations

Johrson Matthey has operations in over 30 countries and
employs around 7.800 people. In the 2006/07 financial year
Johnson Matthey's operations were organised into four global
divisions: Catalysts, Precious Metal Products, Pharmaceutical
Materials and Ceramics. The sale of Ceramics Division was
completed on 28th February 2007.

Caralysis Division
Description of the Business
Catalysts Division consists of three global businesses:

Ervironmental Catalysts and Technologies (ECT)

ECT comprises Johnson Matthey's global autocatalyst, heavy
duty diesel and stationary source emissions control businesses.
We are a world leading manufacturer of catalysts for vehicle
exhaust emission control and a leader in catalyst systems for
the reduction of volatile organic compound emissions from
industrial processes. Manufacturing takes place in the USA, UK,
Belgium, Mexico, Argentina, South Adrica, Japan, Malaysia, India
and China R&D facilities are in the USA, UK, Sweden, Japan
and Brazil,

Process Cetalysts and Technologies (PCT)

PCT manufactures base and precious metal process catalysts,
fine chemicals and electrochemical products. Manufacturing
facilities are in the UK, USA, Germany, India and China. The
Davy Process Technology business develops chemical process
technologies and licenses them to customers in the oil, gas and
petrochemical industries, Our Research Chemicals business is
based in the USA and UK.

Fuel Cells
Johnson Matthey is the world feader in catalysts and catalysed
components for fuel cells,
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I
New models AY modets |
i
Europe Euo V 01 0ct 05 01 Oct 06 !
Euro V 01 0ct 08 01 Oct 09 '
Unitad States  US2007 01 Jan Q7 01 Jan 07 |
usz2o1o 01 Jan 10 01.Jan 10
Japan Short Term
2.5-12 tonnes 01 0ct 03 01 Oct 03
12 tonnes+ 01 0ct 04 010ct 04
New Long Term
2.5 tonnas+ 01 0ct 05 010ct 05
Diesel 09
2.5 tonnes+ 31 Dec 09 31 De; 08
China Beijing - Buc IV 2008
Raest of country - Euro IV 2010
India Major cries 2010 {or earfier?)
South Korea Euo v 01 Jan 06 01.Jan 08 |
Brazil Euo V 2009

Performance in 2006/07

Catalysts Division's sales rose by 48% to £2,193 million, partly
as a result of significanty higher prices for platinum, palladium
and rhodium. Excluding the value of precious metals, sales rose
by 32% to £1,036 millicn. This increase was driven by good
volume growth and the impact of higher material costs, such as
the costs of substrates for catalysed soot filters, which are a
pass through for Johnson Matthey:

The dwision's operating profit increased by | 1% to
£148.8 miliicn, with both Ervironmental Catalysts and Technologies
and Process Catalysts and Technologies perferming well, The
results were adversely affected by exchange translation. At last
year's rates sales excluding precious metals would have
increased by 35% and operating profit would be 4% up.

Environmental Catalysts and Technologies

Emvironmental Catalysts and Technologies was well ahead of
last year with good growth in Europe, particularty for diesel
oxidation cataltysts and CSFs, increasing autocatalyst sales in Asia
and a welcome upturn in our North American business with
the introduction of products to meet new HDD legislation,

In Johnson Matthey's financial year to 31st March 2007
global light duty vehicle sales increased by 2.8% to 66.3 mition.
Car production rose by 3.1% with a small overzll increase in
inventories, Most of the growth in production again came in
Asia, which was 9.5% up on last year Within Asia, sales grew
21% in China and 23% in India. Total European sales were 3.4%
up, with all the growth coming in Eastern Europe (| 6%). Sales
in Russia, where johnson Matthey is constructing a new plant,
increased 30% during the year. In North America light vehicle
sales were 2.09 down and domestic production fell by 6.3%
as imports gained market share.

Estimated Light Vehicle Sales and Production

Yoar 10 315t March 1
2007 2008 changa 4
mitions  meions % 1
North Amarica Salas 19.3 197 -20% i
Production 149 159 -8.3%
Total Europe Salas 2.3 2086 3.4% ‘
Production 2 20,7 1.9%
Asa Salas 184 152 7.9%
Production 254 232 9.5%
Global Sales 686.3 645 2.8%
Production 869 849  31% {
Source: Global Insight J

We continue to see increasing demand from many of the
leading car companies in Eurepe for CSFs to remove particulates
from diesel exhaust emissions. Although legislation requiring
such emission control devices does not come into full force in
Europe unil 2010, most car manufacturers are starting to fit
these devices much earlier due to public awareness of the
environmental and health benefits that they provide. In 2006/07
we completed work on a new factory in Royston, UK 1o
manufacture CSFs and during 2007/08 we will complete an
additional facility which will double our capacity. In addition, we
have added CSF capacity at our South African facility, which also
supplies the European market,

During the year we commenced construction of a new
autocatalyst manufacturing facility in the Russian Federation.
This plant will produce catalysts to meet demand from both
local and global car manufacturers following the introduction
of emissions legislation requiring autocatalyst fitment in Russia
in the spring of 2006,

QOur business in Asia continues to perform very well. Over
the next decade we expect that most of the growth in world
car production will take place in the Asian region. In 2006/07
we have achieved strong volume growth in China and Japan
and our operatiens in India and Malaysia also continued to
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perform well. During the year we again expanded our
autocatalyst manufacturing facility in Japan in order to serve
growing demand for our products from Japanese car companies.
Further expansion is planned for the coming year,

Qur new plant in South Korea {our fifth in the Asian region}
is nearing completion and will begin production during 2007/08.
This new plant will manufacture catalysts for both diesel and
petrol powered vehicles and will carry out research and
development activities to support the rapidly growing Korezn
motor industry.

The market for HDD catalysts for new vehicles grew
rapidly in the second half of the year New emission control
standards for HDD vehicles came into force in October 2006
for all new vehicles sold in Europe. In the United States sirnilar
legistation came into force at the beginning of January 2007.
Johnson Matthey has a leading market share of both these new
markets. A major expansion programme was completed in the
year at our facility near Philadelphia, USA to provide capacity to
meet demand for catalysts for both heavy duty diesel vehicles
and diesel powered pick ups, which are also affected by this
legislation.

Johnson Matthey's sales, excluding precious metals, of HDD
catalysts to original equipment manufacturers (OEMs) increased
to £46 milion in the second haif of 2006/07 from £7 miillion in
the first half. Sales in the US, as expected, started slowty as
truck sales were impacted by pre-buying of trucks ahead of the
legislation. In 2007/08 we expect to see further rapid growth in
our sales of HDD catalysts as the legislation in Europe and the
US will apply for the whole of the year and as US truck sales
return to more normal levels over the course of the year

Qur HDD business in Asia continues to make good
progress, gaining share of the OEM market in Japan and
achieving good sales into the large retrofit programme
underway in Seoul, South Korea 8cth China and India are
major manufacwurers of wrucks and similar emission control

E O Johnson Matthey
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legislation to Europe and the US is expected 1o be introduced
in those two countries by 2010 HDD emissions legislation in
Europe, the US and Japan will tighten significantly in 2009 and
2010 which will require more sophisticated catalyst systems to
meet the standards.

On road HDD emissions legislation will undoubtedly
continue to tighten beyond 201Q. In addition there is also
legislation in place in the European Unien and the United States
that will take effect from 2011 requiring off road or ‘non road’
vehicles such as construction, mining and agricultural equipment
to meet the same tight emissions standards. Afthough average
engine sizes are smaller than those for on road HDD vehicles,
this is a significant additional new opportunity for Johnson
Matthey and will have similar technology requirernents.

Process Catalysts and Technologies
Process Catalysts and Technologies also achieved good growth
in sales and profits in 200&/07. The Ammonia, Methanol, Oil
and Gas (AMOG) business was well ahead of last year with
continued strong demand for catalysts and purification materials
for industries where hydrogen or synthesis gas are key
intermediates. Demand fom methanol producers was particularty
good in 2006/07. Sales of edible oit catalysts were also ahead of
last year but catalyst sales to the polymer market declined.
Davy Process Technology (DPT), which we acguired in
February 2006, had an excellent year concluding several major
contracts. The acquisition of DPT has provided |ohnson Matthey
with additional opportunities to grow sales of catalysts into new
technology developments. DPT develops and licenses chemical
process technologies and is benefiting from growth in China as
well as high energy prices which have increased demand for
new chemical processes. A good example of this is the
announcement in February 2007 that the AMOG business and
DPT had entered into contracts for a methancl technology
licence, basic engineering design package and methanol




synthesis catalyst supply for 2 new |.8 millicn tonne per year
methano! project for Baotou Shenhua Coal Chemicals. This
project is a coal to olefin plant being constructed in Baotou
City in Inner Mongolia. Methanol will be produced from locally
mined coal using advanced methanol synthesis technelogy and
catalysts supplied by Jobnson Matthey. The methanol will then
be further converted to olefins via methanol 1o olefins (MTO)
technclogy.

Tracerco, PCT's oil services business, also achieved good
growth in the year benefiting from record demand for its
specialist diagnostics services and equipment from production
platforms and refineries. In April 2006, Tracerco acquired the
process diagnostics business of Quest TruTec which has
expanded Tracerco's market coverage, particularty in the USA

PCT's fine chemicals and related catalysts businesses
performed well in the year Demand for precious metal chemicals
was strong and sales of homogeneous and Sponge Nickel™
catalysts showed good growth. Research Chemicals benefited
from a good contribution from its new joint venture in China
and sales in Eurcpe were strong stimulated by the launch of the
new catalogue, Projects are now underway to expand the
business' warehousing and distribution facilities in India.

Fuel Cells

Qur Fuel Cells business achieved strong growth in sales, from a
small base, with significantly increased orders for membrane
electrode assemblies (MEAs) for direct methanol fuel cells
{DMFCs). Most of these sales were for portable fuel cells which
are sold to European consumers as companies manufacturing
and marketing portable power supplies achieved sustained
commercial sales, There continues to be considerable potential
in consurner electronics applications where DMFCs have cost
and performance advantages over batteries. johnson Matthey's
tongstanding R&D in this area has put us in a very good
position to serve the many companies in this sector that are
now actively developing prototypes and carrying out product
trials around the world.

Orher sectars where fuel cells have applications, such as
automotive and local power generation, have benefited from
growing interest in low carbon and low emission technologies.
Car companies have reaffirmed their ambitions for fuel cell
vehicles and cities such as London have committed to further
purchases of fuel cell buses. Johnson Matthey introduced new
MEA products in 2006/07 that significantly improve the
durability and cost of fuel cells used in the very demanding
transpert secton While commercial sales to this sector remain
some way off, the substantial progress over the last year s an
encouraging step towards the realisation of this very large
potential market for our fuel cell products.

Our Swindon facility provides our Fuel Cells business with
a stable, high quality product development and manufacturing
capability that is very important for our customers’ long term
ambitions and differentiates us from other catalyst and MEA
suppliers. The annual cost of our fuel Cells business fell by
£0.8 million to £7.3 million.

Precious Metal Products Division

Description of the Business

Precious Metal Products Division is organised into three groups:
Platinum, Cofour Technologies and Gold and Silver and
incorporates Johnson Matthey's precious metals marketing,
fabrication and refining activities as well as its business
manufacturing functional and decorative coatings for glass

and ceramics.

Platinum

Consists of our worldwide platinum marketing and fabrication
activities, Marketing is headquartered in Royston, UK with
support factlities in Philadelphia and Hong Kong. We are the
world's leading distributor of platinum group metals (pgms) and
the sole marketing agent for Anglo Platinum, the world's fargest
producer of platinum. Qur platinum fabrication business makes
a wide range of platinum group metal products primarily in the
UK and USA, Qur Pgm Refining business recovers pgms from
spent catalysts and other secondary materials and refines
primary pgms from global mining operations. it has refining
facilities in the UK and USA.

Colour Technologies

Headquartered in the Netherlands, our Colour Technologies
business manufactures black obscuration enamels and sitver
conductive materials for automotive glass. It also makes colours,
enamels and decorative precious metal products for other glass
applications such as bottles and architectural glass as well as for
tableware and other ceramic applications.

Gold and Silver
Comprises our gold and sitver refining and bullion manufacturing

operations. Jchnsan Matthey is a market teader in the refining of

gold and silver: The business serves the world's mining industries
and recycles secondary scrap material. We are also a leading
manufacturer of high purity small gold bars for investment and
jewellery manufacture. Gold and silver refining operations are
located in the USA and Canada.

Performance in 2006/07

Precious Metal Products Division's sales increased by 29% to
£3.824 million, boosted by higher prices for pgms. In sterling
terms the average price of platinum rose by 18%. Prices of the
minor metals (rhodium, indium and ruthenium} increased
dramatically. Operating profit (before last year's impaimment
costs) rose by 37% to £85.3 million. At last year's exchange
rates operating profit would have been 40% higher. Both the
marketing and distribution business and the manufacturing
businesses achieved strong growth in the year.

Platinum

The price of platinum was extremely volatile in 2006/07. With
the physical market tightly balanced, speculative interest and
the volatility in ather commadities such as oil had a significant
impact on the price. Platinum peaked at a new all time high of
$1,390/cz in November and was subject to a broadly upward
trend throughout the year. The average price for the year was
$1,185/cz, a 26% increase on 2005/06 (18% in sterling terms).
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Supply of Platinum 2002-2006
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Total consumption of platinum increased once more in
2004/07. a pattern unbroken since 1992, Demand for platinum
in autocatalysts increased by | 1% with much of the growth
generated in Europe, where diesel vehicles accounted for mare
than 50% of light duty vehicle registrations. The fitting of
catalysed soot fiters to diesel vehicles and the emissions
control equipment fitted to heavy duty diesel vehicles made a
substantial contribution to platinum demand. However, demand
from jewellery manufacturers feli again as the rising price of
platinum encouraged de-stocking and recycling of old jewellery.

Suppties of platinum increased in 2006/07, with new mines
coming on stream and the largest preducer Anglo Platinum
having a good year after unexpected problems in 2005,
Overall, the platinum market was close to batance in 2006/07,
which, following several years of deficits, ensured the price
remained firm.

The palladium price reached its peak for 2006/07 in May,
touching $3%8/oz Supply and demand fundamentals continued
to be largely incidental as hedge funds ang institutional investors
extended already substantial long positions in the market With
their significant and consistent support, the average price for
the year was $33&/0z, an increase of 47% on 2005/06.

Physical demand for palladium decreased in 2006/07,
Autocatalyst demand increased due to higher gasoline vehicle
production outside Europe, whereas demand from Chinese
jewellery manufacturers fell significantly after pipeline filfing in
the previous year. Palladium supplies were lower than in
2005/06 due to a reduction in Russian sales but did little to
alter the substantial surplus of supply over demand.

The price of rhodium rose sharply in 2006/07, touching
a peak of $6,275/cz in May. The average price doubled for a
second successive year to reach $5,166/0z Strong demand
from the automotive and glass fabrication industries coupled
with speculative interest left little metal to be offered in the
spot market, in spite of modestly increased supply. This
sustained pressure on a market which was atready tight and
illiquid inevitably caused the price to rise sharply.

I 2 Johnson Matthey

The past year has been notable for the dramatic increase
in the price of ruthenium, which rose from $160/0z to reach
$870/0z before easing to $700/0z by the end of our financial
year, The price increase was attributable to a surge in demand
from the electronics industry for the coating of a new
generation of hard disk memory storage. Limited physical
availability of metal to meet this demand and speculative buying
resufted in a classic market spike,

Profits from the division's marketing and distribution
operations were substantially higher than in 2005/06, benefiting
from good growth in dermand and higher pgm prices. The
results in the second half of the year also benefited from some
trading profits on the minor metals. Although we do not expect
these trading profits to be repeated at the same level in
2007/08, market conditions remain favourable and we would
expect the business to achieve further growth in profits in the
current year if market conditions rerain the same.

The division's metal fabrication businesses achieved good
growth in 2006/07. To meet growth in our market share of core
pgm products we increased the capacity of our facility at Vest
Chester, LUSA. This expansion successfully came on stream during
the year The market for catalysts used in the abaterent of
nitrous oxide, a powerful greenhouse gas produced as a by
product in the manufacture of nitric acid. is starting to develop.
We have excellent products in this area and the contracts
currently being finalised will generate a new revenue stream in
the coming years. Qur medical products business located at three
sites in California had another good year with strong growth in
nitinol products and components for the cardiovascular sector.

Pgm Refining maintained its good progress, benefiting from
higher pgm prices which stimulated the flow of secondary
materials for refining, especially autocatalyst scrap. The business
continues to focus on capacity management and process
improvement. As a result it was successful in making further
reductions in the quantity of precious metals held in the refining
circuits. At the same time new processes were introduced to
meet customer requirements, such as increased capadity for
ruthenium refining to meet growing demand from the
electronics sector.




Colour Technologies

Colour Technologies achieved further good growth in operating
profit, with our products for automotive glass proving very
successful. In this sector we continue to invest heavily in
product development to meet the increasingly stringent
requirements of our customers for improved enamels and
conductive inks. In the tableware sector we continue our
successfl sirategy of focusing on a reduced range of higher
technology products. In line with this we announced the closure
of our decorative precious metal products plant in Royston, UK
and transfer of the activities to our larger plant in Maastricht,
the Netherlands. This transfer will be completed in 2007/08

Gold and Sitver

The division's gold and silver business also enjoyed a good year:
boosted by very strong metal prices which stimulated good flows
of secondary materials. OQur North American operations at Sahtt
Lake City and Toronto were successful in growing operating profit
whilst reducing the amount of metal tied up in processes. At the
end of March 2007 we agreed to sell our small Hong Kong gold
and silver refining business to Metalor Technologies (Hong Kong)
Limited, part of the Metator Group. This sale was completed on
4th May 2007, Net proceeds are expected to be £04 millicn.

Pharmaceutical Materials Division
Description of the Business

Pharmaceutical Materials Division is a global, integrated supplier
of active pharmaceutical ingredients (APIs), which provides
services to pharmaceutical companies through all the stages of
development and commercial manufacture of a pharmaceutical
product.

The division's Macfarlan Smith (UK) and West Deptford
{USA) businesses provide a full range of commercial scale
manufacturing services for APls to both generic and branded
pharmaceutical comparties. Both businesses.specialise in the
manufacture of low to medium volume, high value products,
especially controlled drugs.

Pharma Services (USA) provides contract research and
development and manufacturing services to pharmaceutical
companies from pre-dinical through to commercial launch. it alse
manufactures other low volume APls for the commercial market,

The Pharmaceutical Materials Ireland business specialises in
the manufacture of prostagiandin APts, which are very low
volume, high vaiue, chemically compiex molecules.

Performance in 2006/07

Pharmaceutical Materials Divisior's sales rose by 1% to

£135 million, Operating profit was up 5% at £35.5 million. The
division's US businesses showed a good recovery in the year
although their reported results were adversely affected by
exchange translation as a result of the weaker US dollar At last
year's exchange rates the division's sales would have been 3%
up and operating profit 7% higher than in 2005/06

US Operations

The recovery in the division's US operations reflected increased
demand for both APls and contract research. The business
benefited from the purchase by Barr Pharmaceuticals, Inc.

of ADDERALL®, an immediate release product used in the
treatment of Attention Deficit Hyperactivity Disorder, from
Shire plc. Jobnson Matthey has an exclusive agreement to
supply the AP to Barr for this product as well as the APl used
in Barr's existing generic version, Sales of APIs for generic
methylphenidate and several opiate preducts also showed good
growth in the year.

A New Drug Application (NDA) was filed for Satraplatin,
a patentizl new platinum anticancer drug which was discovered
by Johnson Matthey, licensed to Spectrum Pharmaceuticals, Inc.
and sub-licensed for development and commervialisation to
GPC Biotech. If this drug is successful johnson Matthey will
receive both royalty and manufacturing income from the product.

Pharma Services” performance improved substantially in
2006/07, with good growth in sales and profits in both the
manufacturing and contract chemistry segments. The business
also made good progress in expanding its manufacturing base.
Several products manufactured by Pharma Services have
progressed well in clinical trials and required significant scale-up
during the year. Pharma Services continues to use its broad
capabilities to support product development for other parts of
the division. A number of generic products manufactured for
both West Deptford and Irefand were submitted for regulatory
approval by our customers during the year:

We expect to see further steady growth in sates of APls
for generic controlled drugs, particularly those used in the
treatment of pain which is a growing market, and in platinum
based anticancer drugs. There is afso the opportunity for
additional growth from the launch of new products, such as
Satraplatin if it should be approved, and the agreed launch in
April 2009 of Barr's generic version of ADDERALL XR®,

Macfarlan Smith

Sales at Macfarlan Smith, based in Edinburgh, were down on last
year: However, operating profit was slightly ahead. The fall in
sales resulted from an overall reduction in selling prices for key
bulk opiate products which was offset by lower prices for the
raw materials used to manufacture these products. Sales of
higher margin specialist opiates, particuarly oxycodone and
buprenorphine, showed good growth ofisetting a decline in
some non opiate fine chemical products.

The world market for opiate drugs, which are primarily
used to treat pain, continues to grow. Use of these products
increases as the world's population ages and people are
generally less tolerant of pain, as well as by the introduction
of new applications and new dosage forms, particularly for
specialist opiates, which enable broader, more controlled use
of these medications,

Ireland

The performance of Pharmacestical Matenials reland improved
in 2006/07 and the business continued to expand its customer
and product base. Prostaglandin APls manufactured by the
business have been used by customers in developing new
generic products and several are in the process of review for
regulatory approval.
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Research & Developrent

Research and development underpins Johnson Matthey's high
technology businesses. We maintain a high level of R&D
expenditure to ensure the continucus flow of new products
and technologies to provide our customers with cost effective
solutions to meet legislated and technical requirements. In
2006/07 the continuing operations spent £66.5 million gross
on research and development

Johnson Matthey Technology Centre

The johnson Matthey Technology Centre (JMTC) is the group's
central resource for longer term research. JMTC's major facifity
is located at Sonning Common, UK and supports the research
and development of new products and technology across all
of Johnson Matthey's businesses. JMTC also includes a smaller
group of scientists based in Billingham, UK which specialises in
catalyst manufacturing science. The centres bring together 180
world class scientisis with expertise in catalysis, precious metalg,
matenals science and many other disciplines in which Jechnson
Matthey operates. IMTC has state of the art facilities for the
development and testing of catalysts as well as one of the maost
advanced analytical science groups in the world, equipped with
the latest tools for materials characterisation. [MTC's integratec
approach to synthesis, testing and analysis fosters the cross
fertilisation of ideas to keep the group at the leading edge of
technological advancement.

Collaboration is important from the inception of new
projects. JMTC works closely with technology centres and
development groups within johnson Matthey's global businesses
and participates in external collaborative research and
development programmes worldwide.

Many projects at JMTC are sponsored by the operating
divisions to meet their longer term objectives alongside which
run a number of core science projects to address the
fundamental science that underpins every technology
development. As well as targeting step changes in technological
advancement, core science projects focus on sustainability issues
such as energy efficiency, metal thrifting and waste reduction,
Knowledge gained in the core science programmes is used to
accelerate and improve product development across the group,
reducing time to market and improving our ability to design
products to meet customers' needs.

A core competence of Johnson Matthey is a fundamental
understanding of catalyst science and materials technology.

In the section below, three elements of JMTC's approach to
catalyst and materials development are described, followed by
a review of R&D activities in our operating divisions,

Core Science Projects

Catalyst Design

With the ever increasing complexity of today's catalysts, it is
imperative to be able to understand and control the interactions
batween metals that are the basis of the activity, selectivity anc
promotion of a catalyst At [MTC we have moved beyond a purety
experimental approach tc catalyst and materials preparation
and are exploiting rational design to optimise performance.
Combrining sophisticated surface science characterisation
techniques with realistic testing and high power computational
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chemistry our research is directed towands understanding active
sites and the other key features of catatyst structures.

Catalysts inevitably change with usage as the material
poisans and ages over time. We are therefore engaged in
studying the physical processes of catalyst change. With a more
fundamental understanding of the restrictions imposed by these
physical rules we can design within the limits of what is possible
and streamline our research efforts.

Catalyst Engineering

The rational design of catalysts requires an unprecedented degree
of synthetic control. In three parallel research programmes we are
investigating the latest techniques of catalyst preparation. Whether
it is thrifting metals, controlling meta! alloy interactions or achieving
a homogeneous distribution of metal, we are developing the
capability to control the nanoscale structure of metal particles.
Complementing more conventional cataysts and materials, these
unique products offer us a diverse portfolio of entirely original
catalysts for our development and testing programemes.

The focus of this work is on the process as much as the
product and using more sophisticated synthetic technigues
alfows us to simplify catalyst syntheses and economise on energy.
With careful precursor design we can phase out the use of
toxic and hazardous organic solvents in favour of exclusively
aqueous reactions and reduce the production of environmentalty
harmful emissions such as nitrates and oxides of nitrogen (NOx}.

Manufacturing Science

The efficient transition from making a catalyst on a laboratory
scale through pilot scale to full commercial manufacture is
critical to the development of new products. We need to be
able to support our customers' requirements at every stage
and be able to produce representative material which will not
change as it is scaled up. It is equally important to understand
the sustainability of the manufacturing process to optimise the
use of expensive metals, reduce the environmental impact of
by products and to produce material which has the potential
to be recyded or reused. Our Manufacturing Science Centre
at JMTC in Bilingham is a centre of excellence for catatyst
manufacturing across the group and is constantly irvolved in new
manufacturing projects from many different [ohnson Matthey
businesses. As well as understanding and resohving issues of
scale-up, we invest in research into new process technology to
improve the efficiency and reduce the environmental impact of
our manufacturing processes and products.

Catalysts Division

New product development in the Environmental Catalysts and
Technologies business is driven by ever tightening emissicns
legislation around the world and we continue to invest in
scientists and state of the art equipment for the development
and testing of catalysts to meet customers’ needs. Through this
investment, Johnson Matthey has become a leader in diesel
emissicn control technologies for both heavy and light duty
diesel applications including catalysed soot filter technology for
removal of particulate matter from diesel exhausts, We also
continue to invest in the development of improved products
for the treatment of exhaust from gasoline engines.

Johnson Matthey has invested in ECT's R&D facilities
during the year to meet the demands of planned new emissions
regulations around the world. 2007/08 will see the completion




of expansions at our Royston, UK and Gothenburg, Sweden
facilities and of the R&D centre at our new facility in Korea

Process Catalysts and Technologies' key areas of focus for
research remain in the hydrocarbon to products and fuels areas
and we are engaged in a number of specific projects aimed at
process improvemnent and enhancing catalyst performance.
The process technology expertise of Davy Process Technology
complements our broad palette of catalyst manufacturing and
development tocls to provide a very potent mix through which
we aim not only 1o develop improvements to existing chemical
processes but also achieve significant world scale step changes
in technology. R&D programmes include those focused on
impraving the design and efficiency of our gas heated reforming
technology to offer higher efficiencies in syngas based processes
such as gas to liquids and methanol manufacture.

In the fine chemicals and pharmaceuticals areas we also
continue to invest in R&D projects directed towards both new
product development and process efficiency improvements.

During the year the Fuel Cells business completed a major
project on advanced MEAs for automotive applications funded in
part by the UK Department of Trade and Industry (DTI) and has
collaborated with a number of other D'T1 funded potential UK
suppliers. This work has demonstrated significant improvements in
the durability of key components at the heart of the MEA, such
as the membrane. Using our own composite design, we have
achieved 2 five fold improvement in membrane durability under
automative test cycles and other improvements have reduced
the cost of the substrates and catalysts used in MEAs by a factor
of five while maintaining or improving performance. Collaboration
with new suppliers able o assist our future product development
(including many from outside the fuel cell technology industry)
will have lasting benefits to the long term competitiveness of our
fuel cells business.

Methanol fuelled fuel cells have in the past required much
higher loadings of platinum catalyst than their hydrogen fuelled
counterparts and during the year we have made significant
progress in lowering these loadings without compromising
performance. Working with intermational suppliers has allowed

us to offer MEAs for methanol fuelled fuel cells with improved
membranes based on hydrocarbons, as well as traditional
fluorinated materials.

Precious Metal Products Division

Research and development in the Precious Metal Products
Division encompasses a number of different product areas. The
division's pgm fabrication business (Noble Metals) continues to
support R&D to optimise catalyst systems for the abatement of
nitrous oxide, a powerful greenhouse gas listed under the Kyoto
Protocol. We have already established a leading share of this
new market and this work will further enhance our position.
QOur Colour Technologies business continues to focus on the
develepment of more environmentally friendly products for use
in colours and stains, and on the invention of superior enamels
and conductive materials for the automotive industry. Research
in our pgm and gold refining businesses continues to target
improved refinery processes to yield shorter lead times and
reduced metal holdings.

Pharmaceutical Materials Division

Research and devefopment in the Pharmaceutical Materia's
Division is directed towards the development of manufacturing
processes for APls to be manufactured and marketed by the
drvision's business units, Across the division the development
of safe and cost effective manufacturing processes and the
instrumental and chemical methods for detailed analysis of
these products are fundamental technolagies for the
manufacture of commercial scale products. These technologies
are essential to achieve competitive market positions and to
obtain regutatory approval for products.

Each of the division's businesses has developed substantial
chemical know-how in their respective market niches and they
collaborate closely on new technical challenges. Combined with
Johnson Matthey's core expertise in catalysis, chiral catalysis and
organometallic chemistry, the division offers the pharmaceutical
marketplace a unique range of R&D capabilities.
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John Shetdrick
Group Finance Director

Financial Review

Introduction

Johnson Matthey performed very well in 2006/07. Revenue
grew by 34% to £6.2 billion. Profit before tax for the continuing
businesses rose by 8% to £226.5 million and eamings per share
were 37% up at 96.9 pence. Excluding one-off items (profit on
sate of Ceramics Division and last year's £6.0 million impairment
charge) earnings per share were 12% up at 81.2 pence.

We sold our Ceramics Division on 28th February 2007 for
£1439 million giving a profit on sale of £33.3 million after tax.,
The sale of Ceramics Division completes the process, announced
in November 2003, of disposing of parts of the former Colours
& Coatings Division and focusing the group on its core activities,
Under Intemational Financial Reporting Standards (IFRS) the
results of Ceramics Division are shown in discontinued operations
on a post tax basis. Profit before tax in the income statement
comprises the results for the continuing businesses only. The
results for 2005/06 shown in the income statement have been
restated accordingly.

Sales and Margins

Revenue {total sales) increased by 34% to £6,152 million.
Precious metal prices grew strongly over the year which
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Johnson Matthey's turnover is heavily impacted by the high
value of precious metals included in the group'’s products.
particularly in Precious Metal Products Division. The total value
of sales varies each year according to metal prices, the mix of
metals sold and the level of trading activity. The value of the
precious metals included in sales is generally separately invoiced
and payment made within a short period. Consequently,
although return on sales (operating profit / revenue) for the
precious metals businesses is low. return on investment is high.

To provide a more useful measure of return on sales, the
table below shows return on sales by division excluding the
value of precious metals. In the year to 31st March 2007 sales
excluding precious metals rose by 25%, driven by good growth
in Catalysts Division.

Return on Sales exctuding Precious Metals

Rotum on

Sales axchxing salos axcudng

Drecious matals DrecIous metals'
2007 2006 2007 2006
£ mitlion £ meson L %
Cataysts 1,036 786 14.4 17.1
Precious Metal Products 290 245 284 25.3
Pharmacoutical Materials 129 127 76 2886
Continuing Busihesses 1,454 1,159 17.4 184

' Operating profit betom one-off dems drided by sales excluding precious

boosted saes in both Catalysts Division and Precious Metal E metals !
Products Division. !

I 6 Johngen Matthey




[before ang-off items)

Operating Profit for the Cantinuing Businesses

2007 = 2006
Year to 318t March exchange
2007 2006 rates  change
Cmillon € mikon % £ millign %
Catalysts 1488 1342 +11 152.7 +14
Pracious Matal Procucts 85.3 62.2 +37 1A +4C
Pharmaceutical Materials 355 33.8 +5 36.2 +7
Corporate 17.20 (168 (17.2)
Operating Profit 2824 2134 +18 258.8 +21
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The return on sales excluding precious metals for the
continuing businesses fell by 1.0% to |7.4% This fafl largely
reflected a drop of 2.7% in Catalysts Division whose sales
excluding precious metals grew by 32% in the year. Some of
this growth was attributable to the increased costs of substrates
which are required for heavy duty diesel catalysts and catalysed
soot filters and which are pass through costs for Johnson
Matthey. The division still achieved | 1% operating profit growth
which is more representative of the underlying volume growth.

Operating Profit / Exchange Translation

Operating profit before ore-off items increased by 18% to
£252.4 million, despite adverse exchange translation. Translated
at last year's rates the growth would have been 21% (see table
above).

The main impact of exchange rate movements on the
group’s results comes from the translation of foreign
subsidiaries’ profits into sterling. A quarter of the group's profits
are made in North America, mainly in the USA. The average
rate for the US dollar was $1.896/£ compared with $1.785/£
for 2005/06. Each one cent change in the average rate for the
dollar has approximately a £0.4 million effect on operating
profit in a full year The fall of over || cents in the doliar in
2006/07 reduced reported group operating profit by £4.6 million,

Most major south east Asian currencies were weaker,
adding a further £1.5 million to adverse exchange translation.
The South African rand also weakened substantially, from
R11.4/£ 1o R 3.4/£ However, the catalysts manufactured by our

South Adrican business are ultimately for export and the benefit
of a weaker rand on margins more than offsets the translational
effect Overall, excluding the rand, exchange translation reduced
group profits by £6.4 million compared with 2005/06.

Catalysts Division's operating profit was up 119, benefiting
from strong top line growth. Environmental Catalysts and
Technologies' sales were well ahead of last year with good
growth in autocatalyst sales in Asia, increased sales of catalysed
soot filters in Europe and the emergence of the new market
for heavy duty diese! catalysts in both Europe ang North
America, Process Catalysts and Technologies alse achieved good
growth with strong sales of methanol catalysts and a good
contribution from Davy Process Technology.

Precious Metal Products’ operating profit (before ane-off
itemns) was up 37%, benefiting from buoyant trading conditions
for platinum group metals, particularly in the second half of the
year, and good growth in its manufacturing businesses. A one-off
impairment charge of £6.0 million was included in operating
profit for the prior year {2005/06) relating to the write-off of
redundarnt assets in Pgm Refining following the restructuring of
that business,

Pharmaceutical Materials Division achieved 5% growth in
operating profit in 2006/07 with a recovery in its US operations,

All three divisions' results were held back by adverse
exchange translation. The table at the top of this page shows
the results translated at last year's exchange rates. More
detailed reviews of the progress of each division are giver on
pages 8 to |3.
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Interest

The group's net finance costs rose by £1 1.} million to

£26.8 million. Average borrowings were significantly higher thar
last year as a result of the major investment in both capital
expenditure and working capital to support the rapic growth in
Catalysts Division, and the acquisition of Davy Process Technology
in February 2006, However, with the sale of Ceramics Division
at the end of February 2007, net debt fell significantly in March
to end the year at £364.8 million. Interest rates also rose,
particularly for floating rate US dollars, which on average were
1.3% up on 2005/06.

Profit before Tax

Profit before tax and one-off items for the continuing
businesses rose by |15% to £2265 million. Afier one-off items
the rise was 18%. If the operating resulis for discontinued
operations are included in the total, profit before tax was
£242.6 million which was 10% up on last year's reported profit
before tax and one-off iterms of £219.8 million.

Taxatien

The group’s tax charge for the continuing businesses was
£64.7 million, an increase of £10.0 million on last year reflecting
the growth in profit before tax The average tax rate for the
continuing businesses was 28.6%. The £33.3 million profit on
disposal of Ceramics Division was largefy tax free as a result of
the substantial shareholdings exemption for tax on UK disposals
Tax paid was £81.4 million which was much higher than
in 2005/06. Some of the difference related to timing with
payments falling into the first quarter of 2006/07 rather than
the final quarter of the previous year. In addition, in 200506
we reached agreement with HM Revenue & Customns in the
UK on several years' tax assessments which resulted in a
repayment of tax and benefited that year's first half cash flow.

Dividend

The board is recommending ta sharehclders a final dividend of
23.7 pence, making a total dividend for the year of 33.6 pence,
an increase of 12%, which is in line with the growth in earnings
per share before one-off items. The dividend for the year would
be covered 242 times by earnings per share before one-off iterrns.

Retumn on Investment

We set a target of 20% for the pre-tax return on assets (ROA)
for all our businesses with a minimum threshold of being aheac
of our cost of capital (11.2% on a pre-tax basis). For the group
as a whole ROA was |17.4% which was 0.4% up on last year,
We are targeting 1o achieve a gradual improvement in the return
over the next few years as the benefit of the investments we
have been making in new product development comes through.

On a post tax basis the retum on invested capital was
12.4% (applying the group’s underlying tax rate of 28.6% to
operating profit in the calculation below), The estimated
weighted average cost of capital (WACC) for the group is 8%
The margin above the cost of capital for the year was 4.4%
which was 0.4% up on last year.

{ 8 Johnson Matthey
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Return on Assets
Averaga net operatng Raturrt !
433683 ampioyed’ 0N 2386t
2007 2008 2007 2006
£million £ méon % %
Catalysts 845 838 15.7 160
Precious Metal Products 198 173 43.2 368.0
Pharmaceutical Materials 308 308 1.6 1A |
Ceramics 63 125 na 7.0
Corporata / other 62) B4) na na
Total Group 1,450 1,378 174 170
' Average of opening and closing segment assets less segment labiities as
shown in note 1 on the accounts on papes 58 and 59. For the group, the
average of opening and closing equity plus net debt.
' Operating profit before one-off tems dnded by average operating assets
ampioyed.

Precious Metal Products Division's return improved in
200607 and remains well above the group target. Catalysts'
ROA fell by 0.3% in 2006/07 despite good growth in operating
profit reflecting the heavy investment made in the year, both in
terms of capital and RED, which will benefit future years,
Pharmaceutical Materials’ return improved and was back above
the group’s cost of capital in 2006/07, having fallen slightly
below that level in 2005/06, and is expected to show steady
improvement over the next few years.

Cash Flow

Johnson Matthey generated a net cash inflow of £13.8 miltion
in 2006/07. Net debt disposed of with the sale of Ceramics
Division amounted to £19.1 million. After taking inte account the
impact of exchange translation on foreign currency borrowings
the group's net debt fell by £47.2 million to £364.8 million,

The proceeds of sale of Ceramics Division amounted to
£146.0 million (cash received plus net debt disposed of on
sale). The group spent £8.6 miflion on acquisitions in the year
and a net £50.4 million on share buy-backs. Excluding these
items the group had a free cash outflow of £54.3 million.

Change in Net Debt

2007 %08
Emillon £ mBon
Cash fiow from operating actisties 158 2123
Net france costs / dividends (91.9) (74.5
Capex / asset sales (3215 (114.6
Froe cash flow (54.3) 232
Acquisttions / disposals 118.5 (24.3)
Shares bought (s0.4) (259
Net cash flow 128 (27.0
Debt acquired / disposad with subsidiaries 191 {1.4) 4
Exchange on net debt 14.3 (13.4) 1\
Change in net debt 472 @18 |
T/ 7]

This outflow was the result of major investments in the
year on capital expenditure and working capital to support the
future growth of Catalysts Division, particularly ECT. In addition,
working capital grew as a resutt of the rise in precious metal
prices which affected both inventories and receivables. In total,
the cash outflow on working capital was £1 144 million, although
the ratio of working capital to revenue fell.




Capital expenditure for the year was £119.8 million which
was |.5 times depreciation. Most of the investment was focused
on Catalysts Division where capex was 2.0 times deprediation,
with the other divisions spending at levels close to or below
depreciation. The cash outfiow on capital expenditure in the
year was £121.5 million (net of asset sales) with a reduction in
payments accrued.

Capitai Expenditure to Depreciation

Year 10 318t March 2007
Capital Capex /
experditure Depreciation depreciation
£ milllon £ milllon {times)
Catalysts 915 48.0 20
Precious Metal Products 1.2 134 0.8
Pharmaceutical Materials 107 105 1.0
Drscontinued / other 6.4 7.8 0.8
Total Group 119.8 775 15

Environmental Catalysts and Technologies spent
£63.9 million in 2006/07 with major investments in new
capacity. We have completed the new diesel products facility
in North America and are building a new CSF manufacturing
facility in Royston in the UK. Additional manufacturing capacity
has been installed in our production facilities in Japan and South
Africa and we are building new factories in Russia and South
Korea which should be completed and commissioned in
2007108, In Process Catalysts and Technologies we have added
capacity in AMOG and in 2007/08 we will be investing in
additional capacity in Clitheroe, UK to manufacture the latest
generation of synthesis gas catalysts.

Pensians

The surplus on the group's UK pension schemes fell by
£23.2 million to £45.5 million on an {FRS basis at 3 1st March 2007.
During the year the trustees completed the triennial revaluation
of the fund incorporating the latest statistics on life expectancy
and demographic experience. The revaluation showed the fund
was still in surplus as of 3 1st March 2006 but at a lower level
than previously estimated. Market conditions improved
somewhat in 2004/07 with a rise in the discount rate and a
good return on equities although inflation assumptions have
also risen. The cost of providing future pensions has gone up
and both employee and employer contributions have been
increased to help maintain a satisfactory funding position.
Warldwide, including provisions for the group's post-
retirement healthcare schemes, the group had a net surplus
of £0.2 million an employee benefit obligations at 3ist March
2007 compared with £18.8 million at 31 st March 2006,

Capital Structure

In 2006/07 we invested heavily in capital expenditure and
working capital to support organic growth, particularty in ECT.
We also purchased 3.6 million shares into treasury at a total
cost of £52.6 million. Proceeds of £2.2 million were received
from option exercises to give a net outflow on share transactions
of £50.4 million. However, these outflows were more than
offset by the proceeds from the sale of Ceramics Division of
£146,0 million, Gearing (debt / equity) felt by 5.6% to 33.8%.

In 2007/08 we will continue to invest in organic growth,
with capital expenditure budgeted to be 1.5 times depreciation
and further additional investment in working capital. Despite
this significant investrent we expect to maintain or improve
the group’s return on assets. We plan to continue to buy back
shares in 2007/08 and we are looking at a number of possible
boli-on acquisitions. Together these investments will increase
gearing and make moare efficient use of the group's balance sheet

New Divisional Structure

From [st April 2007 we have reorganised our divisional
structure, creating a new Environmental Technclogies Division
which comprises ECT, the process technologies businesses
within PCT and Fuel Cells. The remaining businesses within PCT,
which serve the spediality chemicals and pharmaceutical markets,
have been merged with Pharmaceutical Matenals to form a new
Fine Chemicals & Catalysts Division. Precious Metal Products
Division is unchanged.

The segmental results for 2006/07, restated for the new
duwisions, are shown in the table below.

Segmental Information for New Divisions

Extemal

sales

Sales to  exciudng
extamal pnecous (bﬁ'al:’lg
Qustomers matas prott
Year to 315t March 2007 tmSon Tmoon £ mSon
Ervionmental Technologies 1.864.3 896.2 1201
Precious Metal Products 38244 2900 853
Fine Chemicais & Catalysts 4630 2680 64.2
Corporate - - (17.2)
Continuing Businessas 6,151.7 1,454.2 252.4

Borrowings

Net debt at 31st March 2007 was £364.8 million, a reduction
of £47.2 million on 3ist March 2006.

In April 2006 the US3100 million 6.36% fixed rate bonds
issued in 1996 matured and were repaid. In December 2006 we
issued a further US$300 million of long term debt to improve
the group’s maturity profile. The issue was in three tranches:
US%$100 million of 5.55% seven year bonds; US$50 miliion of
seven year floating rate bonds with an interest rate of LIBOR
+ 0.28% and US$ 150 million of 5.67% ten year bonds which
were subsequently swapped into floating rate debt,

At 31st March 2007 the maturity profile of the group's
debt was as follows:

Borrowings and Finance Leases

315t March 2007

£ mittion %  fowion %
Five to ten years 0.2 89 1659 30
Two to five years 100.7 25 2435 45
Ona 1o two yaars 0.6 - 45.3 8
Within one year 27.5 6 90.3 17
Gross bormowings 438.0 100 5450 100
Less: cash and deposits 73.2 1330
Net debt 364.8 4120
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Financial Risk Management and Treasury Policies

The group uses financial instruments, in particular forward
currency contracts and currency swaps, to manage the financial
risks associated with its underlying business activities and the
financing of those activities. The group does not undertake any
trading activity in financial instruments. Our treasury department
is run as 2 service centre rather than a profit centre.

Interest Rate Risk

At 31st March 2007 the group had net borrowings of
£364.8 million. Some 5% of this debt was at fixed rates with
an average interest rate of 5.20%. The remaining 49% of the
group's net borrowings was funded on a floating rate basis.

A 1% change in all interest rates would have a 0.8% impact
on profit before tax and cne-off iterms. This is within the range
the board regards as acceptable.

Liquidity

The group’s policy on funding capacity is to ensure that we
always have sufficient long term funding and committed bank
facilities in place to meet foreseeable peak borrowing
requirements. Within long term debt of £410.5 million at

31st March 2007, the group had borrowings under committed
bank facilities of £15.4 million. Total committed bank facilities
amounted to £310.0 million of which £294.6 million was
undrawn at 3|st March 2007. The group also has a number of
uncommitted facilities, including metal leases, and overdraft lines
at its disposal.

20 Johason Matthey

Foreign Currency Risk

Johnson Matthey's operations are located in over 30 countries,
providing global coverage. The majority of its profits are earned
outside the UK with the largest single investment being in the
USA,. [ order to protect the group'’s sterling balance sheet and
reduce cash flow risk the group has financed most of its
investment in the USA, Europe, Japan and China by bormowing
US dollars, euros, yen and renminbi respectively. Although an
element of this funding is obtained by directly borrowing the
relevant currency, a farge part is achieved through currency
swaps which can be more efficient and reduce costs and credit
exposure, The group uses forward exchange contracts to
hedge foreign exchange exposures arising on forecast receipts
and payments in foreign currencies. Currency options are
occasionally used to hedge foreign exchange exposures, usually
when the forecast receipt or payment amounts are uncertain.
Details of the contracts outstanding on 31st March 2007 are
shown on pages 82 and &3.

Precious Metal Prices

Fluctuations in precious metal prices can have a significant
impact on Johnson Matthey's financial results. Our policy for all
manufacturing businesses is to limit this exposure by hedging
against future price changes where such hedging can be done
at acceptable cost The group does not take material exposures
on metal trading.

All the group’s stocks of gold and silver are fully hedged by
teasing or forward sales. Currently the majority of the group’s
platinum stacks are unhedged because of the lack of liquidity in
the platinum market.




Risks and Uncertainties

There are a number of potential nsks and uncersainties which
could have a material impact on the group’s long term
performance.

Technological Change and Patents

Much of the group’s business is focused on selling products
which are technologically advanced or employ technologically
advanced processes in their manufacture. In most cases these
products are subject to continuous improvement as new
technology is developed. The group is exposed to the risk that
if it does not keep up with changes in the market place its
products will no longer be competitive. This is both a threat and
an opportunity since Johnson Matthey can gain business as well
as lose it. The group's strategy to meet this risk is to invest
significantly in research and development to maintain or achieve
leadership positions in those markets which offer sufficient
added value to justify the long term investment required.

The group's results are also impacted by the status of
patents. These include patents which the group itself registers
and maintains, as well as the risks arising from new third party
patents and the benefits that arise from the expiry of third party
patents. All the group’s divisions have significant registered
intellectual property. Pharmaceutical Materials Division supplies
active pharmaceutical ingredients to generic manufacturers and
can benefit when third party patents expire. If actual patent lives
differ from the expectations of the relevant group business, such
as by being extended or successfully challenged, this can affect
the group's results. The group has established policies both to
monitor its existing patent portfolio and those of third parties,
taking appropriate action as necessary in respect of infringerment.

Legislation

Much of the stimulus for the development and growth of
Jehnson Matthey's products arises from new legislation
governing the environmental or health impact of its customers’
products in different jurisdictions worldwide. This is most
significant for Ervironmental Catalysts and Technologies where
historic and future growth depends on global tightening of
emissions limits for on road and off road vehicles. Legistation is
also relevant for some of the group’s other businesses. Process
Catalysts and Technologies manufactures products to remove
contaminants or to produce particularty pure chemicals. Colour
Technologies is supporied by legislation phasing out lead,
cadmium and other heavy metals from glass and ceramic glazes.
The developrent of the fuel cells industry is also impacted by
clean air regulations and the drive towards zero emissions
within both local and national legislation.

Whilst the group has benefited considerably from the
development of such legislation its growth could be adversely
affected if the pace of legislative change slowed significantty.
Johnson Matthey monitors the development of legislation
globally and coordinates its development work to ensure it can

achieve greatest advantage from each new requirement Regular

reviews are undertaken at the business and group level to
maoniter growth and to investigate other areas of potential if
legislation slows.

Global, Pulitical and Economic Conditions

Johnson Matthey operates in over 30 countries around the
world including several within Africa, Asia and Latin America.
While benefiting from the opporunities and growth in these
regions the group is exposed to the economic, political and
business risks associated with such international operations. The
group encounters different legal and regulatory requirerments
including those for taxation, environmental, operational and
competitive matters. It is exposed to the effect of political risk
which can indude sudden changes in regutations, expropriation
of assets, impaosition of trade barriers and wage controls, limits
on the export of currency and volatility of prices, taxes and
currencies. The group is exposed to possible natural
catastrophe risk, for example through major earthquake or
flood, and possible terrorist action. Management monitor such
risks, maintaining adequate insurance cover and amending
business procedures as appropriate to mitigate any exposure
while remaining in compliance with local and group
requirements.

Environmental Liabilities

The environmental laws of various jurisdictions impose actual
and potential obligations on the group to remediate
contaminated sites, both those currently owned and, also in
some cases, those which have been sold. Johnson Matthey's
environmental policies are set aut on the company’s website at
www.matthey.com/cr/ehs, The group incurs costs annually in
meeting these obligations and also maintains provisicns for
potential liabilities. If existing provisions are inadequate to cover
any liabilities or the associated costs arising from environmental
obligations this could materially impact the group’s resuits.

Commercial Relatienships

Johnsen Matthey benefits from close commergiat relationships
with a number of key customers and suppliers. The loss of any
of these key custorners or suppliers, or a significant worsening
in commercial terms could have a material impact on the
group’s resuits.

johnson Matthey devotes significant resources to
supporting these relationships to ensure they continue to
operate satisfactorily. From time to time the group undertakes
surveys of customer satisfaction which are reviewed by the
board. Some of the relationships are supported by tong term
contracts, notably the group’s relationship with Anglo Platinum.

Foreign Exchange

|ohnson Matthey operates globally with the majority of the
group's operating profit earned outside the UK. It has significant
investments outside the UK with the single largest investment
being in the USA. As such the group is exposed to movements
in exchange rates between sterling and other world currencies,
particularly the US dollar; which could adversely or positively
impact results, The group’s policies for managing its foreign
currency exposures are set out in more detail on page 20.
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Precious Metai Prices and Controts

A large proporticn of the group's activities involve managing
precious metals which have inherent risks associated with them
in addition to bringing valuable business opportunities.

While the group could be vulnerable to a globat disruption
in the supply of platinum group metals, it has access to world
markets for these metals and is not dependent on any one
source for obtaining supplies for operations.

Precious metals have high prices which can fluctuate
significantly and this can have a material impact on Johnson
Matthey's results. The group’s policies for managing this risk are
set out in more detail on page 20. The high value of precious
metals means that any process losses could be material and
there remains the possibility of theft or fraud. jchnson Matthey
has extensive experience in operating with precious metals and
employs strict security, assay and other process controls and
reviews to minimise any expasure. Policies are reviewed
regutarly by the Chief Executive’s Committee and reported to
the Audit Committee.

Pensions

The group’s defined benefit pension funds are well funded with
a net surplus at 31st March 2007 of £30.4 million (see page 69).
However, this position is exposed to the risk of changes in
interest rates and the market values of investments as welt

as inflation and increasing longevity of the members, The
assumptions used in calculating the funding position of the
pension funds are shown in detail on page 68. These risks are
mitigated by paying appropriate contributions into the funds
and through an investment asset allocation policy which has a
high level of probability of avoiding a material deficit based on
the results of an asset / liability matching study.

Customer Market Dynamics

The group sells preducts to manufacturers who in turn use
these products to serve a diverse range of end markets. The
group's performance is therefore impacted by the dynamics of
its customers’ end markets and their performance within these
markets. A significant loss of market share at or by a major
automotive customer ceuld negatively impact the group's
results. The group also has exposure to the wider automotive
sector as a whole which is served by a number of the group's
divisions. While global car production levels have some effect
on the sales of Johnson Matthey's products, other factors such
as tightening emissions legislation and the increasing technical
demands from catalysts play a more significant role.

Another key end market is for pharmaceutical products,
with Pharmaceutical Materials providing materials used in the
manufacture of controlled drugs and anticancer pharmaceuticals.
Johnson Matthey's performance is influenced both by growth in
these markets and by the market share of its key customers.

Risks are mitigated by monitoring both industry
developments and market share at customers to prevent the
group from becoming unduly dependent on any single customer.

22 Jehnsan Matthey

OPERATING AND FINANCIAL REVIEW

Competitor Risk

The group operates in highly competitive markets. Significant
product innavations, technical advances or the intensification of
price competition could all adversely affect the group's results.
Johnson Matthey invests significant resources in research and
development in order to ensure the introduction of both new
products and improved production processes 1o allow the
group to be at the forefront of its chosen markets. The group
also continually works to streamline its cost base to ensure it
remains competitive.

Litigation and Investigations

The group is subject to a broad range of laws, regulations and
standards in each of the jurisdictions in which it operates,
Failure to comply properly with these laws, regulations and
standards could significantly damage the reputation and
performance of Johnson Matthey.

Regular internal reviews are undertaken to assess
compliance with local and group policies, and provisions are
made to rectify or compensate for any breaches. In the
ordinary course of business, Johnson Matthey is subject to
inspections and monitoring by certain regulatory or enforcement
bodies and by the quality departments of some of its major
custorners. If existing provisions are inadequate to cover any
liabilities arising from such investigations this could materially
impact the group's results.

Energy and Raw Materials

The group's products contain a broad array of raw materials
and its operations require significant levels of energy, notably
electricity and nmatural gas. Any increases or volatility in prices
and any significant decrease in the availability of energy or raw
materials could affect the group’s results. Johnson Matthey
coordinates its global purchasing activities 1o obtain the best
possible prices and uses hedging and other contractual means
where appropriate to minimise this risk and to benefit where
possible.

Credit Risk

Within certain divisions, the group derives a significant
proportion of its revenue from sales to major customers. Sales
to individual customers are frequently high if the value of
precious metas is included in the price, The failure of any such
company to honour its debts could matenially impact the
group’s results.

Johnson Matthey derives significant benefit from trading
with its large customers and manages the risk at many levels.
Each business and division has a credit committee that regufarty
monitors its exposure. The Audit Committee receives a report
avery six months that details ail significant credit limits, amounts
due and amounts overdue within the group and the relevant
acticns being taken. As at 31st March 2007, no single outstanding
balance exceeded 2% of the group's market capitalisation.




Resources

Johrson Matthey has significant resources to support its core
businesses. These have been built up over many years and
support the group's competitive pasition in the key markets
which the group serves. johnson Matthey continues to invest in
all the areas listed below to maintain its leading market positions

Employees

Johnson Matthey's most important resource is its people. We
have 2 highly qualified workforce with many of our employees
having trained in science and technology, We employ a high
proportion of PhDs not only in our research centres but also in
many different management positions throughout the company,
fohnson Matthey has a low staff turnover (see page 30), with
many employees staying with the company for their whole
careers. We place great emphasis on recruitment and training
and our pclicies in these areas are set out on pages 29 and 30.

Research & Development

One of the group’s strategies is to differentiate ourselves by
using our world class technology. We invest significantly in
research and development to develop new products and
manufacturing processes. We have a group technology centre
located at Sonning Common in the UK which is focused on
longer term research and has a worldwide reputation for
excellence in catalysis and precious metals technology. In
addition we have major research centres at Royston, Billingham
and Stodkton-on-Tees in the UK located close to some of our
major businesses, Worldwide we have technical centres in many
countries including the US, Japan, Sweden and the Netherlands.

Johnson Matthey's R&D activities are described in more
detail on pages 14 and |5.

Patents and Know-how

Many of the inventions and intellectual property developed as a
resuit of our investment in R&D are patented, and we maintain

a large number of families of patents to support our businesses.
Equally impartant is know-how where the group has an
extensive knowledge base, particularty in the areas of catalysis
and prectous metals, which can be used to develop new
products and services 1o meet customer needs.

Cemmercial Relationships

Many of our businesses provide products and services to other
companies and we have develcped close working relationships
with many of our customers and work in collaboration with
them to develop new products. We also have a long standing
relationship with Anglo Platinum, the world's largest platinum
miner; which has lasted for many decades. Through this
relationship Johnson Matthey and Anglo Platinum have developed
new markets for platinum group metals which have supported
the expansion of the platinum industry over many years.

Manufacturing Technology

Over the last decade the group has invested heavily in new
manufacturing capacity and technology. Capital expenditure has
run at a high muitiple of depreciation (see page 19). As a result
of this investrment the group has developed an infrastructure of
modern facilities located close to our major markets around
the world.

Market Position and Reputation

Johnson Matthey is generally ranked number one or two in the
major markets in which it operates. The group is a world leader
in catalysis and precious metals which provides a strong basis
for future development. The company started in 1817 and has
a worldwide reputation in the precious metals industry for
technical expertise and integrity. Our semi-annual publication
‘Platinum’ is acknowledged to be the most comprehensive
source of information on the platinum industry: We also publish
the 'Platinum Metals Review', a leading journal of scientific
research on the platinum group metals,
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Corporate Social Responsibility

|ohnson Matthey embraces a culture of continuous
improvement in all aspects of corporate social responsibility
(CSR). Continuous improvement is driven through corporate
policies, a comprehensive management systern and the
commitment of our staff, There are three key policy areas which
provide the framework for the management of corparate social
responsibility: Environment, Health and Safety (EHS); Employment;
and Business Integrity and Ethics.

Innovation and technical leadership are at the forefront
of our business and we apply our skills to the development of
products and technology which make a positive contribution to
preserving the environment, in particular those that mitigate the
effect of climate change. This includes the continual development
of products that will improve the resource efficiency of our
industrial customers and of products that make a positive
contribution to the health and wellbeing of society. In managing
our business we will endeavour to match these aspirations at all
levels of our organisation and seek similar standards from those
with whom we work

johnson Matthey operates according to well established
ethical, social and environmental policies and over the last year
further initiatives have been undertaken to improve our
operational performarnce in these areas. Details of these
initiatives can be found in Johnson Matthey's Corporate Social
Responsibility Report and are presented here in surnmary.
The full report can be found on the company’s website at
wwwimatthey.com.

As reported last year, corporate social responsibility is
now monitored by the CSR Compliance Committee which
is a sub-committee of the Chief Executive's Committee (CEC).
The CSR Compliance Cormnmittee has specific responsibility
for setting and overseeing compliance with the standards for
group CSR performance through the development, adoption,
dissemination and implementation of appropriate group policies
and other operational measures. It comprises the division
directors and senior representatives of Group Legal, Internal
Audit and Group EMS. CSR issues are reviewed by the CEC on
a monthly basis with the Audit Committee reviewing the business
nisks associated with CSR at least once a year.

As outlined in the Corporate Governance section
(see page 40) the board has embedded corporate social
responsibility into its risk management process and formally
reviews the area once a year. CSR is championed at the highest
level at Johnson Matthey and the board has reviewed and
endorsed the full report.

Johnson Matthey's Products and Technologies

Many of our products and technologies have a particularty
positive social and environmental benefit They range from
anticancer compounds to our emission control and
management technologies for cars, trucks and buses, which
improve air quality around the world. johnson Matthey's
products and technologies have a significant role to play in the
mitigation of climate change through reducing dependence on

fossil fuels. These range from chemical process catalysts which
improve the resource and economic efficiency of many
industrial processes to fuel cell technologies which aim to make
an important contribution to the clean generation of electricity
and energy supply. The stabilisation of the world's dimate will
require massive changes right across the energy network and
part of the solution presents a challenge for business in
developing more sustainable solutions for its customers. This
offers a number of business opportunities where Johnson
Matthey's products and technologies could be the key enabler
in delivering long term environmental benefits to society with
the generation of further value for our shareholders. Further
details of johnson Matthey's activities in these important areas
are described the CSR report.

Product safety is critical to Johnson Matthey and
sophisticated systems are in place to ensure that a high level of
protection is afforded to our customers. Increasing emphasis is
being placed on life cycle assessment and sustainable chemistry.

Whilst Johnson Matthey's main contribution to sustainable
develcpment will be through the excellence of our products
we also seek to achieve similar levels of excellence in the
management of the business and in the quality of cur
manufacturing operations. Qur expertise in processing valuable
precious metal materials provides us with a core competence
in the conservation, re-use and recycling of natural resources:
principles which are applied throughout our business.

Stakehaolder Engagement

Johnson Matthey undertakes a wide range of engagement
activities focused on communication with individuals and
organisations who are impacted by its operations or who may
impact on the Johnson Matthey business, both at corporate and
divisional level. These include shareholders, fund managers,
employees, customers, communities and national and
international trade associations. The company plays an active
role within the Chemical Industries Association (CIA) with
representation on the CIA Council and other strategy boards.
Johnson Matthey has also continued te play a leading advisory
role through its participation in a number of sector trade
associations and national and local government organisations.
The company is also actively involved more broadly with other
international trade and government bodies to inform the
development of policy in areas where johnson Matthey's
technology and products can play a pivotal role, for example
in improving air quality and enabling the shift towards more
sustainable consumption and production. Neil Carson, Chief
Executive of Johnson Matthey, chairs the UK government's
Business Taskforce on Sustainable Consumption and Production
and is a prominent member of the Corporate Leaders Group
which has provided valuable suggestions to UK government and
the European Commission on climate change issues. A number
of the company's senior management are involved in the UK
government's sustainability and climate change initiatives.
further details of Johnson Matthey's stakeholder engagerment
activities can be found in the CSR report on the company's
website at www.mattheycom.
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Environment, Health and Safety

Environmental, Health and Safety Policy Statement

The Chief Executive's Committee formulates and agrees a
written policy statement which forms the basis of the group
EHS management system. The board approves this policy
staternent which is signed by the Chief Executive and is
available at each site throughout the Johnson Matthey group,
as well as being published externally. This policy is presented
in full in the CSR report and on the company's website at
www,mattheycom/criehs.

Environmental, Health and Safety Management

Johnsen Matthey is firmly committed to managing its activities
throughout the group so as to provide the highest leve! of
protection to the environment and to safeguard the health and
safety of its employees, customers and the community. Our EMS
policies provide the guiding principles that ensure high standards
are achieved at ali sites around the world and afford a means
of promoting continuous improvement based on careful risk
assessment and a2 comprehensive EHS management system.,

The group EHS management system is reviewed regularty
to ensure that it reflects international best practice and our
growing understanding of the practical application of sustainable:
development.

The corporate objectives, policies and group EHS
management system define accountability and set the standards
against which conformance audits are assessed. A fundamental
revision of the group EHS management system was undertaken
during 2005 o reflect regulatory changes and advances in best
practice, These policies were communicated across the group
in early 2006 and now all facilities have developed local policies
to meet the requirements of the new corporzate policies. The
group £HS management system is available to all employees via
the company intranet.
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The second year of implementation of the revised health
management strategy was underpinned by an increased level of
investment in preventive health management programmes and
services across the group during 2006. This has already had a
beneficial impact on performance.

EHS compliance audits are an integral part of Johnson
Matthey's corporate EHS management system and are vital for
the achievement of continuous improvement in all aspects of
EHS. All Johnson Matthey operated manufacturing and research
and development facilities are included in the audit programme.
The audit frequency for each facility is determined by the scale,
inherent risk and past performance of the operation. Audits
review conformance with the group EHS management system
and compliance with national legislation, as well as providing an
opportunity to share best environmental, health and safety
practices.

The Group Occupational Physician undertakes business
health management reviews to provide consulting advice to
guide the prioritisation and planning of programmes to optimise
workplace health protection and promote workforce productivity:

The CSR Compliance Committee reviews all audit reports,
including heafth management reviews, and appropriate follow
up is taken on any outstanding issues. A total of |9 detailed
compliance audits were completed in 2006/07.

During the year we have formalised the management of
substance and product safety through the appointment of a
Group Product Stewardship Manager who also has
responsibility for management of our chemicals compliance
programme which includes meeting the requirements of the
forthcoming EU Registration, Evaluation and Authorisation of
Chemicats (REACH) regutation.

1SO 14001

Over the past year continued progress has been made with the
implementation of 15O (4001, in line with our target of
achieving registraticn at all major manufacturing sites by 2010,
Three manufacturing sites achieved 1SO 14001 registration




during the last year. This was less than our target of five as a
rumber of sites expected to achieve registration were sold as
part of the sale of Ceramics Division. Across the group, 62%
of our staff now work at sites with 1SO 1400t.

Regulation

The new EU REACH regulaton comes inte force from June
2007 and is widely acknowledged as the most comprehensive
chemical control legislation ever introduced in Europe. Johnson
Matthey strongly supports the objectives of the legislation in
protecting human health and the environment. During the year
a REACH conformance programme has been established to
manage the introduction of the legislation which will span the
next decade. The objectives of this initiative are to ensure timely
compiiance while limiting and managing any potential detrimental
effects on our business, At a business unit level detailed
assessments of substance inventories have been completed anc
plans are in place for REACH pre-registration and subsequent
phases of the programme. The company continues its strategy
to leverage industry cooperation through consortia to share
the costs of testing and implementation. Costs over the next
ten years are expected to remain within our earlier estimates
of £10 million.

2006 was the second year of phase one of the European
Erissions Trading Scheme (EU ETS). As a result of the sale of
Ceramics Division in February 2007, Johnson Matthey now has
only one permitted site participating in the scheme. This site,
located in the UK, remains within the pre-existing Climate
Change Agreement Scheme and so benefits from the opt-out
applicable to UK sites until phase two of the EU ETS begins in
January 2008, At that time, the site will become an active
participant in the scheme. Allowances for the site have been
allocated and due to the peculiarities of the rules there will be
a shortfall of 10,000 tonnes of CO, resulting from the
coincidental commissioning of an energy saving combined heat
and power {CHP) unit during the baseling year. This will
provide further stimulus for energy saving initiatives at the site
to minimise the need to purchase carbon credits.

Climate Change

With continued increased public awareness of the issues of
climate change there is a clear consensus that we must be
more efficient in our use of existing energy sources as we
transition towards a low carbon world. With our core
competence in catalysis and precious metals technology,
Johnson Matthey is well placed to contribute to providing
soiutions to this global issue and to benefit from the associated
business opportunities.

Johnsen Matthey continues to focus on developing new
products and technologies which make a positive contribution
to society and the environment, and is actively working to
improve the performance of its own manufacturing operations
through improveg energy and resource efficiency. Examples of
both commercial and developmental products and technologies
and manufacturing improverment initiatives from across the
Johnsen Matthey group can be found in the CSR report.

Training

Training is vital to ensuring continuous improvement in
environmental, health and safety performance. A number of
serminars on high priority health and safety topics were completed
during the year. Operations managers, process engineers and
EHS professionals from nine plants participated in one such
international seminar to learn about the application of new
containment technologies to reduce potential exposure to
hazardous chemicals in manufacturing processes. Training on
the use of the accident and incident reporting scftware system,
AirswWeb, has also continued throughout the year at a number
of facilities across the group,
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Environmental, Health and Safety Performance

Johnson Matthey undertakes a comprehensive annual review
of group envircnmental performance covering all manufacturirg
and research and development facilities. Where necessary, past
environmental data has been restated to reflect changes in the
business, for example divestments and site closure.

During 2006 our European sites continued to make gooc
progress against the long term environmental improvement
targets established during 2005. This year has also seen the
development of targets at other fadilities worldwide with over
75% of our sites now having established environmental
improvement targets. The remaining sites will set targets during
2007/08.

Significant reductions in key environmental impacts were
achieved during 2006, specifically energy use, emissions of acid
gases and waste production. In particular energy consumption
fell by 5% as a result of the focus on energy efficiencies by sites
and NOx emissions fell by 14% as a result of significant
investments at plants in Royston and Brimsdown in the UK and
Panki, India. An increase in water usage was observed as a resu't
of the inclusion of annual environmental data for the first time
from new sites.

On 24th November 2006 lohnson Matthey pleaded guilty
to four charges of failing to comply with the conditions of the
Pollution, Prevention and Control Permit refated to our
autocatalyst faclity at Royston, UK during 2002/03. The company
was fined £35,500 and aordered to pay costs of £30,000.

A comprehensive occupationat iiness identification and
reporting system was introduced in 2005 resulting in improved
prevention and recognition of such cases. The group occupational
illness incidence rate has significantly reduced in calendar year
2006 compared to the rates abserved in 2004 and 2005.
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Accidents are actively monitored and detailed statistics
are compiled monthly at a group level. We believe that any
accident is unacceptable and in April 2006 the CEC set a new
group target of zero greater than three day accidents.

With the introduction of more robust health and safety
data collection mechanisms, including the implementation of
the global AirsWeb accident and incident reporting software
systern, all of our published safety data has been restated to
reflect the higher level of accuracy inherent in the new systems,

Qur safety performance has improved during the past year
with the incidence of greater than three day accidents at
Johnson Matthey caleulated as 4.50 per 1,000 employees in
March 2007, a reduction of |7% from 5.41 per 1,000
employees in March 2006. The total number of accidents that
resulted in lost time was 38, 2 55% reduction compared to the
previous year: During the same time period, the total accident
rate reduced by 25% from | .74 to 8.88 per 1,000 employees
per year.

In 2006/07 the number of days (ost per 1,000 employees
per year was |25, a similar number to the previous year: 45% of
the total time lost across the group resutted from four accidents
with a combined total of 488 lost days.

All accidents are thoroughly snvestigated to determine root
causes and assign appropriate preventative and corrective actions.

Following the fatality last year at the St Catharines' facility
Johnson Matthey pleaded guilty to a charge under the Canadian
Oceupational Health and Safety Act. The court imposed a fine
of $150.000 but commended the facility for its full cooperation
during the investigation and the remedial actions undertaken to
prevent recurrence of such an accident.
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Envirenmental, Health and Safety Targets

Johnson Matthey continually monitors environmental, health
and safety performance in order to identify those issues most
pertinent to the business and to drive improvement.

During 2006/07 the company established long term
environmental impact reduction targets at the majority of its
sites (over 75%) and aims to develop targets at all remaining
sites during the forthcoming year. Three manufacturing sites
across the group have already implemented plans to achieve
SO 14001: 2004 registration during 2007/08.

There will be comtinued focus on achieving a further
reduction in the incidence of occupational iliness conditions
caused by expasure to chemicals. The ability of businesses to
evaluate chemical product hazards and minimise employee
exposure during manufacture will be enhanced through the use
of improved in house occupational toxicology skills, coaching
and written guidance on the application of containment
technologies and continued investment in plant improvement
projects.

All sites within the group will continue to work towards
the target of zero greater than three day accidents. Leading
and lagging indicators are now an integral component of site
improvement plans in order 1o better menitor performance
against these improvement conditions,

We will complete a review of the group EHS management
system to revise and develop policies to reflect new plant and
processes, regulatory changes and improvements in industry
best practice. Guidance for sites will be prepared for both new
and revised policies as appropriate. Additions and revisions 1o
the management system will be communicated to all sites
within the group for local implernentation.

Human Capital Management

Johnson Matthey's people are the group’s most valuable
resource, We are committed to recruiting high calibre
employees and providing them with the information, training
and working environment they need in order to perform at the
highest standards. We encourage ail our employees to develop
to their maximum potential and we are committed to
supporting them with effective human resources policies and
practices that are strategically linked to the needs of our
business and our customers.

Implementation of Johnson Matthey Human Resources Policies

Johnson Matthey's pecple policies are implemented through the
corparate human resources standards which set requirements
for operations throughout the group to follow. These standards,
which are generally in agvance of legal requirements, provide
internal consistency and are supported either by detailed
regional procedures and / or business unit procedures. All of
these policies and procedures are subject to regular review to
ensure that they continue to reflect bath regional best practice
and local legislation. During the year a comprehensive review of
UK policies and practices was undertaken in order to meet the
requirements of the Employment Equality (Age Discrimination)
Act 2006. Site specific human resources policies and procedures
are communicated to staff at inductions and through staff
handbooks. Human resources policies and risks are examined
by the Chief Executive’s Committee and the CSR Compliance
Committee.
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Key Employment Policies

Equal Opportunities

tt is the policy of the group to recruit, train and develop
employees who meet the requirements of the job, regardless of
gender, ethnic origin, age, religion or sexual orientation. Disabled
people and employees who become disabled are offered
employment consistent with their capabilities. The business
values the diversity of its people and employment applications
are welcomed from all sections of the community including
minority groups.

Training and Development of People

The Management Development and Remuneration Committee
of the board takes a special interest in ensuring compliance with
the Training and Development of People Policy objectives to:

*  Ensure highest standards in the recruitment of employees,
*  Assess training needs in the light of job requirements.

+  Ensure relevance of training and link with business goals.

*  Employ and evaluate effective and efficient training methods.
= Promote from within, from high potential pools of talent.

*  Understand employees’ aspirations,

= Provide development opportunities to meet employees’
potential and aspirations.

Johnson Matthey recognises the need to maintain its abifity
to recruit well qualified staff to support the development of the
business in new and emerging markets, This challenge will be
met through appropriate manpower planning, local recruitment
and the encouragement of international mobility.

An increasing level of training and development activity
within Asia has been established to reflect the growing
importance of this region to the business, including a major
cross divisional programme primarily for managers in Asia.

30 Johnson Matthey

The first module of the programme was held in the UK in
March 2007 and will continue in South Africa fater in the year
In addition to an increase in local process operator training,
there has been a worldwide emphasis on team leader
development. Cross cultural awareness training continues to be
an important component of career foundation, middle manager
and senicr manager development.

Johnson Matthey continues to have a steady reguirement
for high calibre graduate recruits 10 meet immediate technicat
and commercial job needs and for development to meet future
management requirements throughout the group. The
combination of direct scientific contact with key university
departments and a streamlined recruitment procedure ensures
a reliable supply of high calibre applicants woridwide.

Employee Relations and Communication

The quality of its employee relationships is a priorty for
Johnson Matthey. The company has a low voluntary staff tumover
(7.5% in the calendar year 2006} with many employees staying
with the company for their whole careers.

Johnson Matthey recognises the importance of effective
employee communications and particularly the value of face to
face dialogue. Information and comment is exchanged with
employees through the company's in house magazine, regular
news bulletins, presentations to staff and team briefings.
Employees are also encouraged to access the company’s
intranet and website.

Johnson Matthey continues to maintain good and
constructive relations with all recognised trade unions which
collectively represent 37% of all group employees worldwide.
During the year no working time was lost due to employee
action.

The company supports employee share ownership and
where practicable offers employees the opportunity to
participate in share ownership plans which provide the facility
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to purchase cormpany shares with 2 company funded matching
component. Employees in six countries worldwide are able to
contribute to a company share awnership plan or a 401k
approved savings investment plan. Through these ownership
plans johnson Matthey current and former employees collectively
held 1.5% of the company's shares at 31st March 2007,
Johnson Matthey also sponsors pension plans for
employees of its operations throughout the world. These
pension plans are a mixture of defined benefit or defined
contribution pension arrangements, savings schemes and
provident funds designed to provide appropriate retirement
benefits based on local faws, custom and market practice.

Activities over the Last Year

There have been a number of key development initiatives at
Johnson Matthey sites during the past year: lmprovements to
employee communications and engagement have continued tc
focus on the use of site satisfaction and attitude surveys as a
means of strengthening and enhancing the two way dialogue
with employees. In order to build on and extend these local
benefits a small project team was established to investigate the
feasibility of running a global employee attitude survey for 2ll
Johnson Matthey employees worldwide. Using a confidential
and independent survey administrator a pilot of a possible
groupwide employee survey was conducted in two businesses
on an international basis, using a combination of web hosted
and paper survey questionnaires. The response rate amongst
the 900 employees invited to participate was 65% B9% of
those who took part said that they were satisfied with working
for Johnson Matthey and 93% said that they were proud to
work for the company: In addition to these very positive
outcomes there were also helpful indications of what the
management team shoutd focus on to make the company an
even better place to work.

In December 2006, an updated and improved company
intranet site was launched to all employees worigwide. The site
features a new visual design, enhanced navigation and improved
and more detailed content. In addition to latest company news,
announcements and policies, employees can access important
up to date departmental information in the areas of corporate
gommunications, human resources, EHS, IT and risk assurance.

Our continued focus on improving attendance management
and rehabilitation case management programmes has contributed
to a further reduction in the rate of sickness absence and
human capital costs. There has also been an increased investment
in wellness and mental wellbeing programmes to improve
employee health and wellbeing and promote attendance and
work performance.

The major initiative launched last year to provide policy
awareness training for senior managers was expanded in
2006/07 to include US specific seminars, with a paralle)
programme of e-learming available for all US employees.
Worldwide over |50 managers attended the seminars during
the year which cover their responsibilities for compliance with
Johnson Matthey policies for employees, commencial contracts
and the management of company assets. An on-line version is
currently in development which will be completed by a wider
range of junior managers and senior staff during 2007/08.

During the year a management skills database was created
as a means of strengthening the intermal development and
mobility of the 800 management staff within the group. The
database provides a valuable resource to support and broaden
the succession planning process by creating greater cross
divisional visibility of the functional skills, background and key
competencies of the managers in the group.
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Social and Ethical Matters

Buginess Integrity and Ethics

A reputation for integrity has been a cornerstone of Johnson
Matthey's business since Percival Norton Johnson founded it
in [817. 1t gives customers the confidence that the company’s
products meet the standards claimed for them and that they
may safely entrust their own precious metals to Johnson
Matthey for processing and safe keeping. Employees at all levels
are required to protect Johnson Matthey's reputation for integrity.

The company strives to maintain the highest standards
of ethical conduct and corporate responsibility worldwide.

All employees have a duty to follow the principles set out in
Johnson Matthey's Business Integrity and Ethics Policy Staterment
which is available on our website at www.imatthey.com/cr/biepolicy
and in the CSR report. It is the responsibility of directors and
senior management to ensure that all employees who directly
or indirectly report to them are fully aware of johnson
Matthey's policies and values in the conduct of the company's
businesses. It is also the respansibility of directors and senior
rmanagerment to lead by example and to demonstrate the
highest standards of integrity in carrying out their duties on
behalf of the company. These issues are further safeguarded
through corporate governance processes and monitoring by
the board and sub-committees of the board.

Johnsan Matthey facilities have established policies and
procedures through which employees can raise employment
related issues for meaningful consideration and resolution. In the
US a confidential and secure website and telephone helpline
was established last year to give employees an additional means
to raise any issue of personal concern. These confidential
reporting arrangements will be extended to all Johnson Matthey
employees worldwide during 2007

3 2 Johnson Matthey
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Supply Chains

Management of the supply chain and contractor activities

is a core componert of the 1SO 9000 and 1SO 14000 series

of standards. Supply chain and contractor management
questionnaires are a requirement of achieving and maintaining
registration and as such, 15O registered Jchnson Matthey sites
require the campletion of appropriate questionnaires. For those
sites without 15Q registration, the group EHS management
system provides policy and guidance on both supply chain
management and contractor control.

Whilst we are confident of the human rights performance
of our own cperations we recognise that business practices in
the supply chain are not always transparent and represent a
risk that must be managed. We support the principles defined
within the United Naticns Universal Declaration of Human
Rights and the International Labour Organisation Core
Conventicns.

Community Engagement Activities
Johnson Matthey is actively involved in programmes woridwide
that promote good community relations to foster a refationship
of understanding, trust and credibility. Guidance on site
requirements is detailed in the group EHS management system.
An annual review of community engagement activities
across the group has been carried out and shows that 100%
of Johnson Matthey operations with over 50 employees
participate in activities within their local communities, an
increase of 5% on last year: These activities are wide ranging and
include charitable giving, support for educational projects, the
advancement of science and economic regeneration projects.
Johnson Matthey employees also participate in activities or
hold community related roles outside of the work environment.
The company is supportive of this broader community
engagement, allowing employees time off during working hours
as appropriate. The review also demonstrates that more sites
are setting objectives for their community engagement activities
and that an increasing number of sites are planning specific
activities in their community programmes.




During the year, an area on the group intranet dedicated
to community engagement was Jaunched 1o offer further
support to sites in developing and implementing meaningful
community programmes. Over the next year, this intranet site
will be further developed and promoted across the group to
stimulate new ideas for community engagement and encourage
the sharing of best practice. A review of site community
engagement activities will be conducted once again and we will
continue to focus on how best to measure and improve the
impact of our community involvement.

Charitable Programmes

johnson Matthey's long history of support for charitable causes
is matched today through programmes at both a group and a
business unit level. The causes supported are aligned to issues
to which the Johnson Matthey business makes a contribution
and issues cn which employees are passionate.

In 2006/07, Johnson Matthey supported 36 charitable
causes through its corporate annual denations programme.
These included support for organisations working in the areas
of arts and the emvironment, medical and health, science and
education and social welfare. 50% of these corporate donations
were in support of social welfare causes. A total of 62 additional
charitable causes received one-cff donations through the
corperate programme during the year.

In the UK, Johnson Matthey continues to operate its annual
Charity of the Year programme and employee views are
considered when deciding on the charity. Help the Aged was
chosen as our charity of the year for 2006/07 and further
details on the partnership are available in the CSR report.
Johnsan Matthey sites around the world also lend support to
many other charities locally and nationally through donations,
employee time or loans of company facilities.

In the financial year to 31st March 2007 Johnson Matthey
donated £330.000 to charitable organisations. This figure only
includes denations made by Johnson Matthey and does not
include payroll giving, donations made by staff or employee
time. The company made no political donations in the year:

Working Towards a Sustainable Future

Johnsan Matthey is making and will continue to make a
significant contribution to sustainable development through the
application of its leading technology, the ingenuity of its people
and by the generation of profits. As the global trend continues
towards improved energy efficiency and the adoption of
alternative energy resources, we remain focused on inngvation
and development to deliver sustainable solutions for our
customers and on improving the performance of our own
manufacturing processes through improved energy and
resource efficiency. During the year the Chief Executive
launched a groupwide initiative to engage employees in
developing a long term sustainability strategy for Jchnson
Matthey. In the initial stage of this initiative we have been
working with Forum for the Future to deliver a series of fve
workshops to gain the input of senior managers in the
company. The output of the first workshop, held in the UK in
March 2007, has been extremely positive and the programme
continues in the UK, US and Asia in the early part of 2007/08
The further aspects of strategy development, communication
and implementation will continue during the forthcoming yearn

Verification

The hoard, Audit Committee, Chief Executive’s Commitiee and
CSR Compliance Committee review CSR issues as part of the
company’s nsk management processes. A review of site based
environment. health and safety reporting systems forms part of
the group environmental, health and safety audit programme.
The board believes that the measures taken to review the CSR
information provide a suitable leve! of confidence without
external audit. Johnson Matthey utilises external specialists
where specific CSR issues are identified.
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BOARD OF DIRECTORS

From left 1o right:

D'W Morgan MA, ACA

Executive Director, Group Corporate Development, age 49,
joined Johnson Matthey in 1988 as a Division Finance Director.
Appaointed an exetutive director in August 1999, Responsibie for
the group's corporate development activities and legal and
secretarial affairs. In addition, assumed board level responsibility
for Colours & Coatings Division and the company's central
research activities in August 2002. Following the restructuring of
Colours & Coatings Division was respensible for Ceramics
Division until its disposal, Currently a member of the International
Advisory Board of Conduit Ventures Limited.

M B Dearden MA

Age 64; appointed a nan-executive director in Apnl 1999,
Currently a non-executive director of The Weir Group Plc and
Travis Perkins plc, Previousty Chief Executive of Castrol
International and a main board director of Burmah Castrol ple.
AMMN

C D Mackay MBA, MA

Age 67; appointed a non-executive director in January 1999,
Currentty Chairman of TDG plc, Chairman of the Board of
Trustees of Historic Royal Palaces, a member of the board of
INSEAD and Advisory Director to the House of Habib. Previousty
Chairman of the Eurotunne! Group and Group Chief Executive
and Deputy Chairman of Inchcape plc. Has also served on 2
number of boards including thase of HSBC Holdings plc, British
Airways plc, Gucci Group NV and Thistle Hotels ple. A, M, M

JN Sheldrick MA, MS¢, FCMA, FCT

Group Finance Director, age 57; joined Johnson Matthey as
Executive Director; Finance in September 990 and assumed
current job title in September 1995, Previously Group Treasurer
of The BOC Group plc and a non-executive director of API
Group Plc, Currently a non-executive director of GKN plc,
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Sir John Banham

Chairman, age 66; joined Johnsan Matthey as Chairman Designate
in January 2006; appointed Chairman on ist April 2006, Currently
Chairman of Spacelabs Healtheare Inc. and the Senior Independent
Director of Amvescap PLC and Cyclacel Pharmaceuticats Inc.

He was previously a director at McKinsey & Company, the first
Controller of the Audit Commission and is a former Director
General of the Confederation of British Industry. Previously a
director of National Power and Mational Wesiminster Bank, and
Chairman of Tarmac plc, Kingfisher plc, Geest ple, Whitbread PLC
and Cyclacel Pic. M, N

R JW Walvis

Age 60, appointed a nonrexecutive director in September 2002,
Currently a non-executive director of Balfour Beatty plc and
Chairman of the Supervisory Board of Alkanz Nederland Group
NV He was previously Chairman, Global Corporate Centre, Shell
International Limited and prior to that held a series of senior
management positions within the Royal Dutch Shell Group. A, M N

N A P Carson BSc

Chief Executive, age 50: joined Johnson Matthey in 1980 appointed
Division Director, Catalytic Systems in 1997 after having held
senior management positions in the Precious Metals Division as
well as Catalytic Systems in both the UK and the US. Appointed
to the board as Managing Director, Catalysts & Chemicals in
August 1999 and additionally assumed board level responsibility
for Precious Metals Division in August 2002, Appointed Chief
Execuive in July 2004, Currently Chairman, Business Taskforce
on Sustainable Consurmption and Production. Previously a
non-executive director of Avon Rubber plc.

L C Pentz BS ChE, MBA

Executive Director, Environmental Catatysts and Technologies, age 52:
joined Johnson Matthey in 1984; appointed Division Directar,
Process Catalysts and Technologies in 2001 after having held a
series of senior managemeant positions within Catalysts Division
in the US, Appointed Executive Director, Process Catatysts and
Technologies in August 2003 and to his curment position in July 2004,




| C Strechan

Age &4; appointed a non-executive director in January 2002,
Currently a non-executive director of Reuters Group ple,
Transocean Inc., Xstrata plc and Rolls Royce Group plc, Previousty
Chairman of Instinet Group Inc., Chief Executive of BTR plc and
Deputy Chief Executive of Rio Tinto plc. A M, N

P N Hawker B5c, Ph0, FRSC

Executive Director. Process Catalysts and Technologies and
Pharmaceutical Materials, age 54; joined Johnson Matthey in 1985
as Research & Development Manager and was subsequently
Managing Director, Autocatalysts Europe and Division Director,
Ervironmental Catatysts and Technologies. Appointed Executive
Director, Environmental Catalysts and Technologies in August 2003,
He was appointed Executive Director, Process Catalysts and
Technologies in July 2004 and assumed additional respensibtlity
for Pharmaceutical Materials Division in April 2006.

AM Thomson MA, CA

Age 60; appointed 2 non-executive director in September 2002,
Recently retired as Finance Director of Smiths Group plc, He was
previously Finance Director of the Rugby Group PLC. Heis a
non-executive director of Alstom SA. {France) and of Cross
Match Technologies Inc. (USA). Mr Thomson is also Chairman of
the Technical Policy Board and a Council member of the Institute
of Chartered Accountants of Scotland. A, M, N

Committees of the Board

A Audit Commitiee

M Management Development and Remuneration Cammittee
N Nomination Committee

The compuosition of the board presented above reflects the
position at 31st March 2007. On It june 2007 Mr ™ | Roney
joined the board. His bicgraphical details are as follows:

M J Roney

Age 52; appointed a non-executive director on Ist June 2007.
Currently Chief Executive of Bunzl plc. Joined Bunzl plc as a
non-executive director in 2003. Prior to joining Burzl he was Chief
Exacutive Officer of Goodyear Dunlop Tires Europe BV and had
an extensive carger with the Goodyear Tire and Rubber Co holding
a number of senior management positions with responsibilities in
Latin America, Asia, Eastern Europe, the Middle East and Africa.

OTHER SENIOR MANAGEMENT*

Catalysts

$ M Christley Divisian Finance Director, Emnronmental Catalysts and Technologies
P C Framp Manoging Director, Emaronmental Catalysts and Technologies. Europe
A M Myers President, Emwronmental Catalysts and Techno'ogies, North Amenca

D W Prest Director, Heavy Buty Digsel, Environmental Catalysts and Technologies
J F Walker Managing Dirgctor, Ervironmental Catalysts and Technologies. Asia

N P H Garner Divisien Firgnce Director, Process Catalysts and Technologies

MT Durney Presidenz, Catalysts and Chermicals

A C Hurst Managing Diractor, Tracerco and Vertec

B C Singelais Vice Prasident, Ressarch Chemicals

D J Tomlinsen President, Davy Process Technology

N Whitley Monoging Directar, Ammonia. Methanol, OF and Gas

J C Frost Director, Fuel Cells

Precious Metal Products

W F Sandford Division Director

B M O'Connell Division Finonce Directar

M Bedford Director, Precious Metals Marketing

C C Howlett General Monagar, Motle Meals, Eurcpe

4D Malanga Generol Manoger, Noble Metals, North Amerka
A J McCullough Generat Monager, Gokd, North Amenca

JJ W Murkens Managing Director, Colour Technologies

G P Dtterman Monaging Director, Pgm Refining

Pharmaceutical Materials

F K Sheffy Division Director

A J Carusa Division Finance Director

J B Fowler Vice President and Genera! Manager, Pharmaceutical Materials
R M Kilburn ¥ice President, Pharrma Serwices

D S Mercer Managing Director, Macfarlan Smith

Corporate

G J Coates Group Treosurer

5 Farrant Compony Secretory ond Senior { egal Adviser

| D Godwin Director, investor Relations and Corporate Communications

V E Gough Group Reporting Contralier

T Hassan Sroup Business Davelopment Director

| B C Huddart Group Taxation Manoger

B A Muirer Girector, Technology Centre

I F Stephenson Directar, Group Systems, Emaronment, Health and Safety
and Human Resources

® Job titles and divisional structure reflects the group's anganisation at
31st March 2007,
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DIRECTORS” REPORT

The directors submit to shareholiders their one hundred and
sixteenth Annual Report, together with the audited accounts of the
group for the year ended 31st Manch 2007.

Principal Activities

A review of the group's principal activities and an indication of likely
future developments are set out in the Operating and Financial
Review on pages 6 to 33 and a description of the group's activities
in research and development can be found on pages 14 and 15 in
the Operating and Financial Review, which are incorporated into this
directors’ report by reference.

Business Review

The company is required to set out in this report a fair review of the
business of the group during the financial year ended 31st March
2007 and of the position of the group at the end of that financial
year and a description of the principal risks and uncertainties facing
the group (known as a ‘Business Review'). The information that
fulfils the requirernents of the Business Review can be found in the
following sections of the Operating and Financial Review: Raview of
Results 2006/07 on page 7, Operations ¢n pages 8 to 15, Financial
Review on pages 16 to 20, Risks and Uncertainties on pages 21
and 22, Resources on page 23 and Corporate Social Responsibllity
on pages 25 {0 33, which are incorporated into this directors” report
by reference.

Dividends

The interim dividend of 9.9 pence per share (2006 9.1 pence)} was
paid in February 2007. The directors reccrmmend a final dividend of
23.7 pence per share in respect of the year ended 31st March 2007
{2006 21.0 pence}, making a total for the yvear of 33.6 pence per share
{2006 30.1 pence), payable on 7th August 2007 to shareholders on
the register at the close of business on 15th June 2007.

A Dividend Reinvestmeant Plan is in place which allows shareholders
to purchase additional shares in the company with their dividend
payment. Further information and a mandate can be obtained from
Lioyds TSB Registrars whose details are set out on page 104,

Share Capital

The issued share capital of the company at 31st March 2007 was
220,477,283 ordinary shares of £1.00 each including 3,600,000
shares held as treasury shares.

Details of shares aliotted during year are set out in note 31 on page 88.

At the 2006 annual general meeting (AGM), shareholders renewed the
company's authonty 1o make market purchases of up to 22,031,543
ordinary shares (representing 10% of the issued share capital of the
company (excluding treasury shares) as at 31st May 2006).

During the year the company purchased 3,600,000 of its own
ordinary shares {representing 1.63% of the called-up share capital of
the company as at 31st March 2007) for an aggregate consideration
of £52.6 milion. All ot the purchased shares are held by the company
as treasury shares. Authority to purchase up 1o 18,431,543 shares
remained in place at 31st March 2007, At the forthcoming AGM the
board will again seek shareholders' approval to renew 1he annual
authority for the company to make purchases of its own shares
through the market.
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Annual General Meeting

The natice of the 2007 annual genaral meeting of the company to
be held on Tuesday 24th July 2007 at 12.00 noon at Merchant
Taylors' Hall, 30 Threadneedle Street, London EC2R 8J8 is
contained in the AGM circular enclosed with this Annual Report,
together with an explanation of the resolutions to be considered at
the meeting,

Employee Share Schemes

At 31st March 2007 5,183 current and former employees,
representing approximately 67% ©f employees woridwide, were
sharshoiders in Johnson Matthay through the group's empioyee
share schemas, which heid 3,265,780 shares {1.48% of issued
share capital). A total of 795 current and former axecutives held
options over 9,383,762 shares through the company's executive
share option schemes.

Directors

Details of the directors of the company who served throughout the
year are shown on pages 34 and 35. In accordance with the
provisions for retirement by rotation in the company's Articles of
Association, Mr J N Sheldrick, Mr C D Mackay, Mr M B Dearden
and Mr | C Strachan retire by rotation at the forthcoming AGM and,
being eligible, offer themsedves for re-election. Mr M J Roney, who
was appointed to the board as a non-executive drector on 1st June
2007, offers himself for election. As anncunced on 30th May 2007
Mrs D € Thompson has been appointed to the board as a
non-axacutive diractor with effact from 1st Septemiber 2007,

Details of the constitution of the board and its committees are set
out an page 38.

Directors’ Interests

Details of directors™ remuneration, service contracts and interests in
the shares of the company are set out in the Remuneration Report
on pages 42 10 48.

Other than senice contracts, no director had any interest in any
material contract with any group company at any time during the year.

Substantial Shareholders

Until 19th January 2007 the company maintained a register of
substantial sharenoldings in accordance with the provisions of
section 211 of the Companies Act 1985,

On 20th January 2007 the Companies Act 1985 provisions in respect
of substantial shareholdings were repaaled and the Disclosure and
Transparency Rules of the Financial Senvices Authority came into force,

As at 31st May 2007, the icllowing information has been disclosed
to the company under Rule 5 of the Financial Services Authority’s
Disclosure and Transparency Rules in respect of holdings exceeding
the 3% notification threshold:

Total % of total
voting rigzhts. voting rights”
Uoyds TSB Group plc 16,986,538 7.79%
Prudential plc 16,992,508 7.75%
Ameriprisa Financial, Inc 13,815,035 6.27%
BlackRock, Inc 12,637,906 5.76%
Legal & General Group Plc 7,533,784 3.43%
Aviva plc 7.110,210 3.24%
Vanguard Precious Metals and
Mining Fund 6,850,000 3.16%

" total voting rights attaching to the issued ordinary share capital of the
comparty {gxcluding treasury shares).




DIRECTORS REPORT

Policy on Payment of Commercial Debts

The group’s policy in relation to the payment of all suppliers (set out
in its Group Control Manual, which is distributed 1o all group
operations} is that payment shouid be made within the credit terms
agreed with the supplier, subject to the supplier having performead its
obligations under the relevant contract. At 31st March 2007, the
company's aggregate level of ‘creditor days’ amounted to 7 days.
Creditor days are calculated by dividing the aggregate of the
amounts which were outstanding as trade payables at the end of
the year by the aggregate of the amounts the company was
invoiced Dy suppliers during the year and multiplying by 365 to
express the ratio as a number of days.

Donations

During the year the group donated £330,000 (2006 £340,000) to
charitable organisations wordwide, of which £259,000 (2006
£282.000) was in the UK.

Further details of contributions made by the group worldwide are
given on pagse 33 and in the Corporate Social Responsibility Report
which can be found on the company's website at www.matthey.com.

It is the policy of the group not to make political donations, During
the year to 31st March 2007, no donations were made to EU
poliical organisations (2006 £ ni), no EU political expenditure was
incurred (2006 £ nil) and no contributions to political parties outside
the EU were mada within the meaning of Part XA of the Companies
Act 1985 (2006 £ nil).

Directors’ Indemnities

The company has granted indemnities in favour of directors under
Deed Polis, These provisions were in force during the year ended
31st March 2007 and remain in force as at the date of this report.
Capies of the Deed Polls and the company's Articles of Associathon
are available for inspection during normal business hours at the
company's registered office and will ba available for inspection at
the AGM.

Going Cancern

The directors have a reasonable expectation that the group has
sufficient resources to continue in operational existence for the
foreseeabls future and have, therefore, adopted the going concern
basis in preparing the accounts.

Corporate Governance and Remuneration

The board's statement on comporate governance matters is given on
pages 38 to 40 and its report on directors’ remuneration is set out
on pages 42 to 48.

Auditors and Disclosure of Information to Auditors

In accordance with section 385 of the Companies Act 1985,

a resolution is to be proposed at the forthcoming AGM for the
reappointment of KPMG Audit Plc as auditors of the company and
to authorise the directors to determine their remuneration.

So far as each person serving as a director of the company at the
date this report is approved s aware, there is no relevant audit
information of which the company’s auditors are unaware and each
director hereby confirms that he has taken all the steps that he
ought 1o have taken as a director in order 1o make himself aware of
any relevant audit information and to establish that the company's
auditors are aware of that information.

This report was approved by the Board of Directors on Sth June
2007 and is signed on its behalf by:

Simon Famant
Company Sacretary
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CORPORATE GOVERNANCE

Statement of Compliance with the Combined Code

The company has applied all of the principles set out in section 1 of
the Combined Code on Corporate Governance (the Code) relating
10 the structure and compositicn of the board, the remuneration of
the directors, relations with shareholders and procedures for
financial reporting, internal control and audit. This statement
describes how the principles of the Code have been applied, The
group was in compliance with the provisions of the Code throughout
the year axcept that the board has taken the view that it is not
necessarily practical, efficient or desired by shareholders for the
Senior Independent Director to attend meetings with major
shareholders in order to learn their issues and concerns unless such
discussions are requested by shareholders. The methods by which
major shareholders' views are communicated to the board as a
whole ara discussed under ‘Relations with Shareholders’ on page 39.

Directors and the Board

The board is responsible to the company’s shareholders for the
group’s system of corporate governance, its strategic objectives
and the stewardship of the company's resources and is uitimately
responsible for social, environmental and ethical matters. The board
held seven meetings in the year and in addition met separately to
review the group's long term strategy. The board delegates specific
responsibilities to board committees, as described below. The board
reviews the key activities of the business and receives papers and
presentations 10 enable it to do so effectively. The Company Secretary
is responsible to the board, and is available to individual directors,
in respect of board procedures.

Mr N A P Carson is the Chief Executive. The board currently
comprises the Chairman, the Chief Executive, four other executive
directors and five independent non-executive directors. Sir John
Banham became Chairman on 1st April 2006 following the retirement
of Mr H M P Miles. Sir John Banham's other commitments are
disciosed on page 34. The roles of Chairman and Chief Executive are
separate. The Chairman leads the board, ensuring that each director,
particutarly the non-executive directars, is able 1o make an effective
contribution. He monitors, with assistance from the Company
Secretary, the information distributed to the board to ensure that it is
sufficient, accurate, timely and clear. The Chief Executive maintains
day-to-day managerment responsibility for the company's operations,
implermenting group strategies and policies agread by the board.

Mr C D Mackay is the Senior Independent Director. The role of
non-exacutive directors is 10 enhance independence and objectivity
of the board’s deliberations and decisions. All non-executive directors
are independent of management and free from any business or
other relationship which could materially interfere with the exercise
of their independent judgment. The executive directors have specific
responsibilities, which are detailed on pages 34 and 35, and have
direct respansibility for all operations and activities.
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All dirsctors submit themselves for re-election at least once every
threa years. The board composition allows for changes to be made
with minimum disruption.

During the year the board undertook a formal evaluation of its
performance and the performance of its committees and the
individual directars, A questionnaire, prepared by the Chairman with
the assistance of the Company Secretary, was completed by all
directors other than the Chairman. The questionnaire focused on the
operation of the board, its committees and individual directors’
contriputions. A summary of the responses was prepared by tha
Company Secretary and discussed at a board meeting. in addition,
led by the Senior Independent Director, the non-executive directors
met without the Chalmman present to consider evaluation of the
Chairman'’s periormance.

Committees of the Board

The Chief Executive's Committee is responsible for the
racommendation 1o the board of strategic and operating plans and
on decisions reserved to the board where appropriate. It is also
rasponsible for the executive management of the group’s business.
The Committee is chaired by the Chief Executive and meets
monthty. It comprises tha executive directors and three senior
executives of the company.

The Audit Committee is a sub-committee of the toard whose
purpose is to assist the board In the effective discharge of its
responsibilities for financial reporting and comorate control. The
Committee meets guarterly and is chaired by Mr A M Thomson.
It comprises all the independent non-executive directors with the
group Chaimman, the Chief Executive, the Group Finance Director
and the external and internal auditors attending by invitation.

A report from the Commiittee on its activities is given on page 41.

The Nomination Committea is a sub-committee of the board
responsible for advising the board and making recommendations on
the appointment of new diractors, The Committee is chaired by Sir
John Banham and alsc comprises all the independent non-exacutive
directors. A report from the Committee on its activities is given on
page 40.

Tha Management Development and Remuneration Committee
{MDRC) is a sub-committes of the board, which determinas on
behalf of the board the remuneration of the executive directors.
The Committes is chaired by Mr C D Mackay and comprises all the
independent non-executive directors of the company 1ogether with
the group Chairman who was appointed to the Committae during
the year. The Chief Executive and the Director of Hurman Rasources
attend by invitation except when their own performance and
remuneration are discussed, Further details are set out in the
Remuneration Report on pages 42 to 48.
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Committees of the Board [continued)

Attendance at the board and board committee meetings in 200607 was as follows:

Full Boad MORC Nomination Comimsttee Audit Comymities
Eigle to Higdle to Chgdle to ERgitle to
Director attend Aftencied attand Attended attenct Attended attend Attended
Sir John Banham 7 7 2 4m 3 3 _ 4m
N A P Carson 7 7 - 4m - qn - 4m
M B Deardan 7 7 4 4 3 3 4 4
P N Hawker 7 7 - - - - - -
C D Mackay 7 7 4 4 3 3 4 4
D W Morgan 7 7 - - - - - -
L C Pentz 7 7 - - - - - -
J N Sheldrick 7 7 - - - - - 4m
| C Strachan 7 6 4 4 3 3 4 3
A M Thomson 7 7 4 4 3 3 4 4
R J W Walvis 7 7 4 4 3 3 4 4

" Includes meetings attended by inwvitaticn for all or part of meeting.

Directors’ Remuneration

The Remuneration Report on pages 42 to 48 includes details of
remuneration policies and of the remuneration of the directors.

Relations with Shareholders

Tha board considers effactive communication with shareholders,
whather institutional investars, private or employee shareholders,
to be extremely important.

The company reports formally 1o shareholders twice a year, when its
half year and full year results are announced and an interim report
and a full report are issued to shareholders. These reports are
posted on Johnson Matthey'’s website (www.matthey.com). At the
same time, executive directars give presentations on the results to
institutional investors, analysts and the media in London and other
international centres. Copies of major presentations are also posied
on the company's website,

The company's annual general meeting {AGM} takes place in
Londoen and formal notification is sent to shareholders with the
Annual Report at least 20 working days in advance of the meeting.
The directors are avallable for questions, formally during the AGM
and informally aftarwards. Detalls of the 2007 AGM are sat aut in
the notice of the meeting enclosed with this Annual Report.

Contact with major shareholders is principally maintained by the
Chief Executive and the Group Finance Director, who ensure that
their views are communicated to the board as a whole. The
Chairman also discusses governance and other matters directly with
major shareholdars. The board believes that appropriate steps have
been taken during the year to ensure that the members of the
board, and in particular the non-executive directors, develop an
understanding of the issues and concerns of major shareholdars
about the company. The board is provided with brokers' reports and
feedback from shareholder meetings on a six-monthty basis. The
canvassing of major shareholders' views for the board in a detailed
investor survey is usually conducted avery two years by axternal
consultants. The board has taken the view that these methods,
taken together, are a practical and efficient way both for the Chaimnan
o keep in touch with major shareholder opinion on governance and
strategy and for the Senior Independent Director to learn the views
of major shareholders and 10 develop a balanced understanding of
their issues and concerns. The Senior Independent Director is
available to attend mastings with major shareholders if requestac.

Accountability, Audit and Control

The statement of the Responsibility of Directors for the preparation
of the Annual Report and the accounts is set out on page 48.

In its reporting o shareholders, the board aims to present a
balanced and understandable assessment of the group’s financial
position and prospects.

The group’s organisaticnal structure is focusad on its three divisions.
These are all separately managed but report to tha board through a
board directar. The executive management team receivas monthly
summaries of financial resuits from each division through a
standardised reporting process.

The group has in place a comprehensive annual budgating process
including forecasts for the next two years. Variances from budget
are closely monitored.

The board has overall responsibility for the group's systems of
internal control and for reviewing their eflectiveness. The internal
control systermns are designed to meet the group’s needs and
address the risks 1o which it is axposed. Such systems can provide
reasonable but not absolute assurance against material
misstatement or loss.

There is a continuous process for identifying, evaluating and
managing the significant risks faced by the company, which has
been in place during the year under review and up to the date of
approval of the Annual Report and Accounts. The board regularty
revdews this process.

The assessment of group and strategic risks is reviowed by the
board and updated on an annual basis. At the business level, the
processes to identify and manage the key risks are an integral part
of the contrel environment. Key risks and internal controls are the
subject of regular reparting 10 the Chief Executive's Committes.

The Group Control Manual, which is distributed to all group
operations, clearly sets oul the compaosition, responsibilities and
authority limits of the various board and executive committees and
also specifies what may be decided without central approval. it is
supplemented by other specialist policy and procedures manuals
issued by the group, divisions and individua! business units or
departments. The high intrinsic value of many of the metals with
which the groug is associated necessitates stringent physical
controls over precious metals held at the group's sites.
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Accountability, Audit and Contro! (continued)

The internal audit function is responsible for monitoring the group's
systems of internal financial controls and tha control of the integrity
of the financial information reported to the board. The Audit
Committee approves the plans for internal audit reviews and
receives the reports produced by the internal audit function on a
regular basis. Actions are agreed with management in response 1o
the internal audit reports produced.

In addition, significant business units provide assurance on the
maintenance of financial and non-financial controls and comptiance
with group policies. These assessments are summarised by the
internal audit function and a report is made annually to the Audit
Committes.

The directors confirm that the system of internal control for the year
ended 315t March 2007 and the period up to 5th June 2007 has
been established in accordance with the Turnbull Guidance included
with the Code and that they have reviewed the effectiveness of the
system of internal control.

Corparate Social Responsibility

Measures to ensure respensible business conduct and the
identification and assessment of risks associated with social, ethical
and environmental matters are managed in conjunction with all other
business risks and reviewed at regular meetings of the board and
the Chief Executive's Committee.

A raview of the group's policies and targets for corporate social
responsibility {CSR} is set out on pages 25 to 33. A fulf version of
the CSR report is available on the company's website.

The identification, assessment and management of environment,
health and safety (EHS} risks are the responsibility of the CSR
Compliance Committee, which is a sub-committee of the Chief
Executive's Commities, comprising the division directors, the
Director of EHS, the Company Secretary and other appropriate
professional staff. Performance is monitared using monthly statistics
and detailed site audit reperts. EHS performance is reviewed on a
regular basis by the Chief Executive's Committes and an annual
review is undertaken by the board.

Risks from employment and people issues are identified and assessed
by the Chief Executive’s Committee and reported 1o the board.

Employment contracts, handbooks and policies specify acceptable
business practices and the group's position on ethical issues. The
Group Control Manual and security manuals provide further operational
guidelines to reinforce these.

The Audit Committee reviews risks associated with corporate social
responsibility on an annual basis and monitors performance through
the annual control self-assessment process conducted by the
internal audit function,

NOMINATION COMMITTEE REPORT

Role of the Nomination Committee

The Nomination Committee is a sub-committee of the board whose
purpose is 1o advise the board on the appaintment and, if necessary,
dismissal of executive and non-executive directors. The full terms
of reference of the Nomination Committee are provided on the
company's website at waww.matthey.com.

Compasition of the Nomination Committee

The Nomination Committee comprises all the independent
non-executive directors together with the group Chairman. The
quorum necessary for the transaction of business is two, each of
whom must be an independent non-executive director. Biographical
details of the independent directors and the group Chairman are set
out on pages 34 and 35. Their remuneration is set out on page 44,

The group Chalrman acts as the Chairman of the Commitiee,
aithough the group Chairman may not chair the Committee when it
is dealing with the matter of succession to the Chairmanship of the
company. A non-executive director may not chalr the Committee
when it is dealing with a matter relating 1o that non-executive director.

Only members of the Committee have the right to attend Committee
meetings. However, other individuals, such as the Chief Executive,
the Director of Human Resources ang external advisers, may be
invited to attend for all or part of any meseting as and when
appropriate.

The Company Secretary is secretary to the Committee.

The Committee has the authority 10 seek any infarmation that it
requires from any officer or employee of the company or its
subsidiaries. In connection with its duties, the Committee is
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authorised by the board 1o take such independent advice (including
legal or other professional advice, at the company's expense) as it
considers necessary, including requests fer information from or
commissioning investigations by external advisers.

Main Activities of the Nomination Committee

During the financial year ended 31st March 2007, the Nomination
Cammittee conducted a process 10 identify additional non-executive
diractors for the company with the assistance of external search
consultants. Open advertising was not used. The Nomination
Committee met three times during the year in connection with the
selection process. The Committee met on 20th Novernber 2006

1o review the selection process, on 23rd January 2007 at which

it recommended the appointment of Mr M J Raney to the board,
and on 27th March 2007 at which it recommended the appointment
of Mrs D C Thompson to the board. As announced on 16th April
2007, Mr Roney joined the board as a non-executive director with
effect from 1st June 2007. As announced on 30th May 2007,

Mrs Thompson will join the board as a non-executive director with
effect from 1st September 2007,

On behalf of the Committes:

b

Sir John Banham
Chairman of the Nomination Committee
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Rale of the Audit Committee

The Audit Committes is a sub-committee of the board whose
responsibifities include:

* Reviewing the interim and full year accounts and results
announcements of the company and any other formal
announcements relating to the company's financial performance
and recommending them to the board for approval.

* Reviewing the group’s systems for internal financial control and
risk management.

* Monitoring and reviewing the effectiveness of the company's
internal audit function and considering regutar reports from
internal audit on internal financial controls and risk management.

+ Considering the appointment of the external auditors; overseeing
the process for their selection; and making recommendations to
the board in relation 1o their appointment to be put to shareholders
for approval at a general meeting.

+ Monitoring and reviewing the effectivenass and indapendence of
the external auditars, agreeing the nature and scope of their audi,
agresing their remuneration, and considering thair reports on the
company's accounts, reports to shareholders and their evaluation
of the systems of internal financial control and risk management.

The fill terms of reference of the Audit Committee are provided cn
the company’s website at www.matthey.com.

Composition of the Audit Committee

The Audit Committee comprises all the independant non-executive
directors. Biographica! details of the independent directors are set
out on pages 34 and 35. Their remuneration is set out on page 44.
The Chairman of the Audit Committes is Mr A M Thomson, The
group Chairman, Chief Executive, Group Finance GCirector, Head of
Internal Audit and external auditors (KPMG Audit Plc) attend Audt
Committea meetings by invitation. The Committee also meets
separately with the Head of Internal Audit and with the external
auditors without management being present. The Company
Secretary is secretary to the Audit Committes.

Main Activities of the Audit Committee

The Audit Committee met four times during the financial year anded
31st March 2007. At its meeting on 24th May 2006 the Commitize
reviewed the company’s preliminary announcement of its results for
the financial year ended 31st March 2006, and the draft report and
accounts for that year. The Committes received reports from the
external auditors on the conduct of their audit, their raview of the
accounts, including accounting policies and areas of judgment, and
their comments on risk management and control matters. The
Committee reviewed the group's Corporate Sociat Responsibility
Report which is available on the company's wabsite at
www.matthey.com. The Committes also reviewed shareholder
resolutions to be proposed at the forthcoming AGM.

The Audit Committee met on 24th July 2006 to recaive reports on
internal controls from both the internal and external auditors. The
external auditors also prasented their proposed fees and scope for
the forthcoming year. The Committes also reviewed the performance
of both the internal and external auditors.

At its meeting on 20th November 2006 the Audit Committes
reviewed the company’s interim results, the half year report and the
external auditars’ review,

At its mesting on 23rd January 2007 the Audit Committee reviewed
management's and internal audit's reports on the effactiveness of
the company's systems for internal financial control and risk
management. The Committee reviewed the group’s credit control
oroceduras and risks, controls over pracicus metals, IT contrals and
corporate social responsibility reporting arrangements. Changes o
the Group Control Manual were ratified.

Independence of External Auditors

Both the board and the external auditors have for many years had
safeguards in place to avoid the possibility that the auditors’
objectivity and independence could be compromised. Qur policy in
respect of services provided by the external auditors is as follows:

* Audi related services - the external auditors ars invited to
provide services which, in their position as auditors, they must or
are best placed to undertake. This inciudes formalities relating to
borrawings, shareholders’ and other circulars, various other
regulatory reports and work in respect of acquisitions and
disposals.

+ Tax consulting — in cases where they are best suited, we use the
external auditors. All other significant tax consulting work is put
out to tender.

+ General consulting — in recognition of public concern over the
effect of consuiting senices on auditors' independence, our
policy is that the external auditars are not invited to tender for
general consulting work.

The spiit between audit and non-audit fees for the year ended
31st March 2007 and information on the nature of non-audit feas
appear in note 5 on the accounts.

Internal Audit

During the year the Audit Committes reviewed the performance of
the internal audit function, the findings of the audits completed during
the year and the department’s resource requirements and also
approved the internal audit plan for the year ending 31st March 2008.

Internal audit independently reviews the risks and control processes
operated by management. It carries out independent audits in
accordance with an internal audit plan which is agread with the
Audit Commitiee before the start of the financial year.

The plan provides a high degree of financial and geographical
coverage and devotes significant etfort to the review of the risk
management framework surrounding the major business risks.

Internal audit repoerts include recommendations to improve internal
controls together with agreed management action plans to rascive
the issues raised. Internal audit follows up the implementation of
recommendations and reports progress to senior management and
the Audit Commitiee.

The Audit Committee receives reports from the Head of Internal
Audit on the depariment’s work and findings.

The effectiveness of the internal audit function is reviewed and
discussed on an annual basis with the Head of Internal Audit.

On behalf of the Commitise:

Chairman of the Audit Committee
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Remuneration Report to Shareholders

Management Development and Remuneration Committee and
its Terms of Reference

The Management Devalopment and Remuneration Committee of the
board comprises all the independent non-executive directors of the
company as set out on pages 34 and 35 and the group Chairman,
who was appointed to the Committee during the year. The Chairman
of the Committes is Mr C D Mackay.

The Committee’s terms of reference include determination on behalf
of the board of fair remuneration for the executive directors and of
the group Chairman (in which casa the group Chairman does not
participate), which recognises their individual contributions to the
company's overall performanca. In addition, the Committee assists
the board in ensuring that the senior management of the group are
recruited, developed and remunerated in an appropriate fashion. The
Director of Human Resources, Mr 1 F Stephenson, acts as secretary
to the Committee. The full terms of reference of the Committes are
available on the company's website at www.matthey.com.

Non-exgcutive directors’ remuneration is determined by the board,
within the limits prescribed by the company's Articles of Association.
The remuneration consists of fees, which are set following advice
taken from independent consultants and ara raviewed at regular
intervals.

Executive Remuneration Policy

The Committee believes strongly that remuneration policy should be
closely aligned with shareholder interests. The Commities recognises
that, in order 10 maximise shareholder value, it is necessary to have
a competitive pay and benefits structure, Tha Committes also
recognises that there is a highly competitive market for succasstul
expcutives and that the provision of appropriate rewards for superior
performanca is vital to the continued growth of the business. To
assist with this, the Committee appoints and receives agvice from
independent remuneration consultants on the pay and incentive
arrangements prevailing in comparably sized industrial companies

in each country in which Johnson Matthey has operations. During
the year, such advice was received from the Hay Group, which also
provided advice on job evatuation, and PricewaterhouseCoopers LLP.
PricewaterhouseCoopers LLP alsc provided expatriate tax advice,
tax audit waork, completion of overseas tax returns, advice on set up
of new Qverseas operations and some gverseas payroll services. The
Committee also receives recommendations from the Chief Executive
on the remuneration of those reporting to him as well as advice from
tha Director of Human Resources. Total potential rewards are eamed
through the achisvement of demanding perforrance targets based
on measures that represent the best interests of shareholders.

The remuneration policy is reviewed by the Committee annually
and a formal review is undartaken evary three years. Remuneration
consists of basic salary, annual bonus, a long term incentive plan,
share options and other benefits, Salaries are based on median
markst rates with incentives providing the opportunity for upper
quartile total remuneration, but only far achieving outstanding
performance,

To ensure the interests of the executive directors remain aligned with
those of tha shareholders, they are encouraged to buid up over
time and hold a shareholding in the comparny equal to at least one
times their basic salary.

During 2006/07 the Committee undartock a comprehensive review
of the executive director and senior management remuneration
arrangements within the group, which included advice from
independent consultants PricewaterhouseCoopers LLP and
consultation with the company's major institutional shareholders and
representative organisations. As a resuit of this raview, changes are
proposed to remunaration relating to annual bonus, long term

42 Johnson Matthey

incentive plan and share opticns. These proposals in respect of the
long term incentive plan are submitied to shareholders for approval
at this year's annual general meeting (AGM) and are explained in the
circular containing the notice of the AGM. A copy of the circular may
be viewed at www.matthey.com. The arrangements which have
been in place to date are described below.

Executive directors' remuneration consists of the following:

» Basic Satary - which is in line with the median market salary for
each director's responsibilities as determined by independent
surveys. Basic salary is normally reviewed on 1st August each
year and the Committee takes into account individual
performance and promotion during the year. Whare an internal
promotion takes place, the median salary relative to the market
would usually be reached over a period of a few years, which
can give rise to higher than normal salary increases while this is
being achieved.

* Annual Bonus — which is paid as a percentage of basic salary
under the terms of the company's Exacutive Compensation Plan
{which also applies 10 the group’s 160 or 50 mast senior
executives). The executive directors’ bonus award is based on
consolidated profit befare tax and one-off items (PBT) compared
with the annual budget. The board of directors rigorously reviews
the annual budget 1o ensure that the budgeted PBT is sufficiently
stretching. An annual bonus payment of 30% of basic salary
(prevailing at 31st March) is paid if the group meets 1he annual
budget. This bonus may rise to 65% of basic salary if the group
achieves PBT of 107.5% of budget. A maximum 100% of basic
salary may be paid to the Chief Executive and the other
executive directors if 115% of budgeted PBT is achieved, PBT
must reach 95% of budget for a minimum bonus of 15% to be
payable. The Committee has discretion to vary the awards made.
The bonus awarded to executive directors for 2006/07 was
51.47% of salary at 31st March 2007 based on an achieved PBT
of 104,6% of budget,

* Long Term Incentive Plan {LTIP) - which is designed to achieve
above average performance and growth. It al'ows share allocations
of up to a maximum of 125% of basic annual salary each year 10
directors and executives. The allecation in 2008 was 100% of
pasic annual salary for executive directors and 125% for the
Chigf Executive. The release of the shara allocation is subject to
the achieverment of certain stretching performance targets
measured over the three year peried from the date of allocation,

Share allocations made prior to 2004 - Share allocations made
prior 1o 2004 are subject 10 the achievement of performance
targets which contain two components - retative total
shargholder return (TSA) and absoluie TSR.

The first component (50% of the allocation) compares the
company's TSR over the three year performance period with that
of a comparator group. The comparator group comprises those
companies placed 51-150 in the FTSE Index. All of the shares
are released if the company ranks in the 76th percendile or
above. None of the shares are released if the company ranks in
the 50th percentile or below. If the company ranks between
these percentiles 35% to 100% of the shares are released on a
straight line basis. In addition, the company’s earnings per share
{EPS) must be at least equal 1o the increase in UK RPI plus 2%
per annum over the three year performance period before any
release is made.

The second companent (50% of the allocation) measures
absolute TSR, All of the shares are released if the absolite TSR
growth over the three year performance period is 45% or more.
Pro rata allocations on a straight line basis of between 50% and
100% are released if absolute TSR growth is between 30% and
45%. Half of the allocated shares are released if TSR growth is
30%. No shares are released for TSR growth of less than 30%.
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Share allocations made from 2004 onwards — Share allocations
mads in 2004 onwards are subject to a relative TSR
performance target. This compares the company's TSR over a
thres year performance period commencing in the year of
allocation with that of a comparator group which comprises
those companias placed 51-150 in the FTSE Index. All of the
allocated shares are released if the company ranks in the 76th
percentils or above. None of the shares are released if the
company ranks in the 50th percentile or belaw. If the company
ranks batween these percentiles 35% 10 100% of the shares are
released on a straight line basis. In addition, the company's EPS
must be at least equal to the increase in UK RPI plus 2% per
annum over the three year performance pericd befors any
release is made.

* Share Options - Since 2001 options have been granted undar
tha Johnson Matthey 2001 Share Option Scheme (the 2001
Scheme). Options are granted at the market value of the
company's shares at the time of grant and are subject to
performance targets over a three year period. Options may be
exercised upon satisfaction of the relevant performancs targets.
Approximately 800 empioyees are granted options under the
2001 Scheme each year.

Options granted prior to 2004 — Prior to 2004, options granted
to the executive directors under the 2001 Scheme wers up 10 a
maximum of 100% of basic annual salary each year. Such
options can onty be exercised if the company’s EPS has grown
by at least UK RPI plus 4% per annum over any three
consecutive years during the life of the option. These options are
subject to annual retesting until they lapse on the tenth
anniversary of grant.

There are also options outstanding under the Johnson Matthey
1995 UK and Overseas Exscutive Share Option Scheme. The
last option grant under this scheme was mads in 2000. Al
options wera granted in annual tranches up 1o the maximum
permitted of four times earnings and were subject to a
performance target of EPS growth of UK RPI plus 2% ocver tte
three year performance perod. Option grants were not made to
executiva directors in the years 1998, 1999 and 2000,

Directors’ Emoluments 2006/07

Options granted from 2004 onwards - Grants made from 2004
onwards ane not eligible for retesting and are subject to a three
year performance target of EPS growth of UK RPI plus 3% per
annum. If the performance target is not met at the end of the
thres year performance period, the options will lapss. In addition.
1o reduce the cost calculated under the International Financial
Reporting Standard IFRS 2 - 'Share-based Payment’, gains are
capped at 100% of the grant price.

The Committee has the discretion to award grants greater than
100% of basic annual salary. Grants abova this threshold ars,
however, subject to increasingly stretching performance targets.
Grants between 100% and 125% of basic annual salary are subject
to EPS growth of UK RPI plus 4% per annum and grants batween
125% and 150% of basic annual salary are subject to EPS growth
of UK RPI plus 5% per annum. In 2006 the executive drrectors
wera granted options equal to 150% of basic annual salary.

Pensions — All the executive directors are members of the
Johnson Matthey Employees Pension Scheme in the UK, Messrs
Carson and Hawker ceased to accrue pensionable service in the
scheme on 31st March 2006. Mr L C Pentz, a US citizen, joined
the scheme in January 2006. Prior 10 this he was a member of
tha Johnscn Matthey Inc. Salaned Employees Pension Plan in
tha US, Under the UK scheme, members are entitied to a
pension based on their pensionable service and final pensionable
salary. The scheme also provides life assurance cover of four
times annual salary. The normal scheme pension age for
diractors is 60. None of the non-executive directors are members
of the scheme. Details of the individual arrangements for
executive directars ara given on pages 46 and 47.

Cther Benefits — Available to the executive directors are private
medical insurance, a company car ang membership of the
group's employea share incentive plans which ara cpen to alf
employees in the countries in which the group operates such
schemes.

Service Contracts — The executive directors are employed on
contracts subject 10 one year's notice at any time. On early
termination of their contracts the directors would normally be
entitled to 12 months’ salary and benefits,

Total prior
Total yeal
Date of Basa n ey of Annual exchudng axchking
Service Data of salary pension™ borus Benefits pension pension
agreement apportment £1000 000 £000 £'000 £'000 £000

Executive
N A P Carson 1.8.99 1.8.99 580 147 314 29 1,080 785
P N Hawker 1.8.03 1.8.03 287 72 152 21 532 387
D W Morgan 1.8.99 1.8.99 293 - 154 26 473 422
L CPentz® 1.1.06 1.8.03 287 - 152 272 FAR| 534
J N Sheldrick ® 24.11.97 3.9.90 392 - 206 14 612 544
Total 1,849 219 978 362 3,408 2,672
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Directors’ Emoluments 2006/07 [continued)

Total prior
Total year
Date of excluding excuding

Wotter of Data of Feas pension pensiom™
appointment apoointment £'000 £4000 £'000

Non-Executive *

Sir John Banham (Chairmarn) - 10.12.05 1.1.06 250 250 31
M B Dearden 5.1.99 1.4.99 40 40 40
C D Mackay 5.1.99 27.1.99 45" 45 45
| C Strachan 10.12.01 23.1.02 40 40 40
A M Thomson 1.8.02 24.9.02 458 45 45
R J W Walvis 1.8.02 24.9.02 40 40 40
Total 460 460 241

Notes

*  Mr Carson and Or Hawkar ceased 0 accrue pensionable senice in the UK pension scheme with effect from 31s¢ March 2006. They received a cash payment
in lieu of pension equal to 25% of basic salary. This is taxable urder the PAYE system.

®  Mr Pentz's emoluments from 1st January 2008 are based on UK salary and benefits, Prior to that Mr Pentz’s emoluments were based on US basic salary
adjusted for the cost of iving differential in the UK including UK taxation, Associated with his localisation 1o UK satary and benefits and the purchase of a UK
rasidence, Mr Pentz was provided with a package of transdional assistance including a housing allowance and refocation expenses commensurate with the
company's relocation palicy.

= Mr Sheldrick is a non-executive director of GKN plc. His fees for tha year were £54,000, This amount is exciuded from the table above and retained by him.

“  Non-execulive fees (other than for tha Chairman) were reviewed on 15t Aprl 2004 for the peniod to 315t March 2007, and on 15t May 2007 for the period from
15t April 2007. The new fees are £45,000 per annum, with the fee for chairmanship of committees remaining at £5,000.

s |ncludes £5,000 per annum for chairmanship of the Management Development and Remuneration Committee.
*  ncludes £5,000 per annum for chairmanship of the Audit Committog.
" Excludas the emoluments of Mr Miles who retired as Chairman on 31st March 2006. His emoiuments wera £220,000, bringing the total to £461,000.

Former Directors
During the year a payment of £8,000 was made to Mr Miles who retired as Chairman on 31st March 2006.

Directors’ Interests

The interests of the directors as at 31st March 2007 in the shares of the company according to the register required to be kept by section
325(1) of the Companies Act 1985 were:

1. Onrdinary Shares

315t March 31st March

2007 2006

Sir John Banham 8.000 4,000
N A P Carson 61,310 50,919
M B Dearden 2,000 2,000
P N Hawker 15,327 7,966
C D Mackay 12,500 12,500
D W Morgan 40,582 36,2567
L C Pentz 18,526 11,414
J N Sheldrick 74,517 63,321
|1 C Strachan 1,000 1.000
A M Thomson 2,213 2,165
R J W Walvig 1,000 1.000

Al of the apove inierests were bensficial. The exscutive directors are also deamed to be interested in shares held by two employee share
ownership trusts (see note 31 on page 88).

Directors’ interests as at 31st May 2007 were unchanged from those listed above, other than that the Trustees of the Johnson Matthey
Share Incentive Plan have purchased on behalf of Messrs Carson, Hawker, Morgan and Sheldrick a further 45 ordinary shares each and
on behalf of Mr Pentz a further 48 ordinary shares.
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Directors’ Interests [continued)
2. Share Options

As at 31st March 2007, individual holcings under the company's executive share option schemes were as set out below. Optiens are not

granted 1o non-executive directors.

COrdinary Exercise Datte from Total number of
Date of shares under price which Expiry ordinary shares
grant opbon {pance) exercisable™ date under SpLon
N A P Carson 14.7.98 15,964 524.0 14.7.01 14.7.08
22.7.99 18,035 585.5 22702 22.7.09
18.7.01 19,391 1,083.0 18.7.04 18.7.11
17.7.02 28,90 865.0 17.7.05 17.7.12
17.7.03 33,407 888.0 17.7.06 17.7.13
21.7.04 75,678 892.0 21.7.07 21.7.14
20.7.05 77,102 1,070.0 20.7.08 20.7.15
26.7.06 71,378 1,282.0 26.7.09 26.7.16 339,856
(2006 268,478)
P N Hawker 1B8.7.01 10,253 1,083.0 1B.7.04 18.7.11
17.7.02 15,606 865.0 17.7.05 17.7.12
17.7.03 21,158 898.0 17.7.06 17.7.13
21.7.04 36,746 892.0 21.7.07 21.7.14
20.7.05 37,850 1.070.0 20.7.08 20.7.15
26.7.06 34,518 1,282.0 26.7.08 26.7.16 156,131
(2006 127,743}
D W Morgan 18.7.01 18,098 1.083.0 18.7.04 18.7.11
17.7.02 25,433 B65.0 17.7.05 17.7.12
17.7.03 26,726 898.0 17.7.06 17.7.13
21.7.04 44,397 892.0 21.7.07 21.7.14
20.7.05 39,252 1,070.0 20.7.08 20.7.15
26.7.06 35,104 1,282.0 26.7.09 26.7.16 189,010
(2006 153,906}
L C Peniz 22.7.99 12,158 585.5 22.7.02 22.7.09
19.7.00 8,224 9420 19.7.03 19.7.10
1870 12,952 1,083.0 18.7.04 18.7.1
17.7.02 17,730 865.0 17.7.08 17.7.12
17.7.03 22,185 898.0 17.7.06 17.7.13
21.7.04 34,857 892.0 21.7.07 21714
20.7.05 37.B50 1,070.0 20.7.08 20.7.15
26.7.06 34518 1.282.0 26.7.09 26716 180,474
(2006 145,956)
J N Sheldrick 18.7.01 25,854 1,083.0 18.7.04 18.7.11
17.7.02 34,682 865.0 17.7.05 17.7.12
17.7.03 36,191 898.0 17.7.06 17.7.13
21.7.04 58,861 892.0 21.7.07 21.7.14
20.7.05 52,570 1,070.0 20.7.08 20,715
26.7.06 46,804 1,282.0 26.7.00 26.7.16 254,962
{2006 208.158)
"' subject to meeting tha relevant performance targets.
Between 1st Aprit 2006 and 31st March 2007 the following options were axercised:
Exarisa Markst prica
Date of Date of Options price N exercise
grant exercisa exercised ipance) (pence)
P N Hawker 19.7.00 6.2.07 6.130 942.0 1,583.0

Gains made on exercise of options by directors during the year totalled £39,293 (2006 £645,429).
The closing market price of the company's shares al 30th March 2007 was 1,576 pence and the range during 2008/07 was 1,237 pence 1o

1,639 pence.
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Directors’ Interests [continued)

3. LTIP Allocations
Number of allocated shares;

Market price Shargs Alocations

As gt Allocations at date rolaased lapsed As at

318t March during the of aocation during aurng 31st March

2006 yoor {pence) the year the yoor 2007

N A P Carson 165,787 56,148 1,358.0 16,968 16,968 187.999
P N Hawker 73,003 21,723 1,358.0 10,747 10,746 73.233
D W Morgan 84,775 22,001 1,358.0 13.575 13,574 79,717
L C Pentz 72,783 21,723 1,358.0 14,269 11,268 71,969
J N Sheldrick 113,540 29,455 1,358.0 18,382 18,382 106,231

On 1st August 2006 the 2003 LTIP allocation was released to participants. The release of this allocation was subject to the achisvement
of performance targets which contained two components - relative TSR and absolute TSR, Further detalls of the performance targsts
can be found on page 42. The company’s TSR performance relative to the comparator group was balow the 50th percentile, which
qualified for a nil release of half the alocated shares. The company achieved absolute TSR growth of 66.9% during the performancs
period. This qualified for a full release of the other half of the allocated shares and resuited in the following gains:

Nurnber of Share price when Gain

sheres releasad relaasad {pence) £

N A P Carson 16,968 1,291.5 219,142
P N Hawker 10,747 1,291.5 138,798
D W Morgan 13,575 1,291.5 175,321
L C Pentz 11,269 1,291.5 145,539
J N Sheldrick 18,382 1,291.5 237,404

Pensions

Pensions and lifs assurance benefits for the executive directors are provided through the company's final salary occupational pension schems
for UK employees — the Johnson Matthey Employees Pension Scheme (JMEPS) - which is constituted under a separate Trust Deed. JMEPS
is an exempt approved schemse under Chapter | of Part XIV of the Income & Corporation Taxes Act 1988. It is a registered schems for the
purposes of the Finance Act 2004.

On Bth April 2006 the Finance Act 2004 infroduced changes to the taxation of benefits payable from registered UK pension schames. Unless
protected under transitional arrangements, retirement benefits that exceed a capital value — called the Life Time Allowance — will he subject to
an additional tax charge. Any such tax charge arising out of membership of JMEPS will be paid by the trustees at the point of retiremant and
the member's banefits will be reduced accordingly. Executive directors whose ratirement benefits are valued in excess of the Life Time
Allowance may withdraw from service in JMEPS and receive instead a supplemental paymaent of 25% of basic salary each year, which is
taxable. Messrs Carson and Hawker withdrew from JMEPS and ceased paying member contributions on 31st March 2006. No pensionable
service in JMEPS has been accrued by either director since that date. The increase in accrued pension in the tables below is attributable to
the increase in basic salary.

The Finance Act 2004 also enables authorised schemes to remove the restriction imposed by the ‘earnings cap’ under the Finance Act No. 2,
1989. As a resuit, the accrued pensions for Messrs Morgan and Sheldrick for service from 6th April 2006 are calcuiated by reference to
normal JMEPS rules and actual basic salary. Accrued pensions in respect of service prior to that date remain restricted by reference to the
‘earnings cap’ {see note 6 below).

From 1st April 2007, member contributions paid by executive directors to JMEPS will increase from 4% to 5% of pensionable pay (i.e. basic
salary). There will be further increases to 6% and 7% on 1st Apnl 2008 and 1st April 2009 respectively.

Disclosure of directors' pension benefits has been made under the requirements of the United Kingdom Listing Authority Listing Rules and in
accordance with the Directors’ Remuneration Report Regulations 2002. The information below sets out the disclosures under the two sets of
requirements.

a. United Kingdom Listing Authority Listing Rules

Increase in Transfer
accrued Total Tota value of
Yeers of Dwectors’ pension accrued accrued increase
pansionable  contrbutions during the pension at panson at fless
Age at service ot to JMEPS year {net of 31st March 31st March directors’

315t March J1st March in the year" inflation}® 2007 2006  contributionsr™
2007 2007 £'000 £'000 pa £'000 pa £'000 pa £'000
N A P Carson® 49 25 - 19 287 269 226
P N Hawker® 53 20 - 7 138 127 101
D W Morgan™ 49 18 12 3] 47 40 55
L C Pentz™ 51 22 1 3 46 42 90
J N Sheldrick® 57 18 18 8 55 48 112
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REMUNERATION REPORT

Pensions [continued)
b. Directors’ Remuneration Report Regulations 2002

Transfer Transfer Increase

Incraasa in Total value of valua of in iransfer

Diractors’ accruad accrued acCrued accrued vale

pension pension at pension at pension at {net of

to JMEPS during the J1st March 31s1 March 315t March directors’

in the yaar™ yaar 2007 2007+ 2006  contnbubons)

£'000 1'000 pa £°000 pa £'000 £000 £000

N AP Carson® - 28 287 3.431 2,887 544
P N Hawker® - 1 138 1,954 1,707 247
O W Morgan® 12 7 a7 539 426 101
L C Pentz® 11 4 46 41 311 89
J N Sheldrick™ 16 9 55 907 735 156

Notes

&

Members’ contributions were paid at the general schemna rate of 4% of pensionabla pay fi.e. basic salary}l. This general rate will increase to 5% on 1st Aprt
2007, with further increases 1o 6% and 7% on 1st Apnl 2008 and st Apnt 2009 respectively.

Tha increasa in accrued pension during the year excludes any increase for inflation,

The entitiernent shown uncer 'Total accrued pension at 31st March 2007’ is the pension which would be paid anrually on retirement, based on
pensionabia service to 3ist March 2007, although pensionable servce for Messrs Carson and Hawker ceased on 31st March 2006. The pension would,
however, be subject to an actuarial reduction of 0,3% per month for each month that retirement precedes age 60.

The transfer valuas have been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note 11. No allowance has been made
in the transfer values for any discretionary benefiis that have been or may be awarded under JMEPS. The transfer values in the Directors' Remuneration
Report Reguiaticns 2002 have been calculated at the start and the end of the year and, therelore, alse take account of market movernents.

Mr Carson and Dr Hawker ceased to accrue pensionable servico in JMEPS with effact from 315t March 2006, A cash payment in keu of pension equal
10 25% of basic salary has been made. This is taxable under the PAYE system and is included in the emoluments table on page 43.

The JMEPS' benefits and contributions for Messrs Morgan and Sheldrick in respect of pensicnable service up to Sth April 2006 are restricted by
reference to the ‘earnings cap' impesed by the Finance Act Ne. 2, 1988, Between 1st April 2000 and 31st March 2006, contnbutions were paid to
Funded Unapproved Retrement Benefit Schemas (FURBS) to provide retirement and death benefits in relation to basic salary in excess of the 'earnings
cap’. FURBS were not exempt approved under Chapter | of Par: XIV of the Income & Corporation Taxes Act 1988 and so payments were also magie 10
meet the tax liabilities in respect of these contributions, No FURBS payments have been made after 31st March 2006. Benelits and contributions in
raspect of service from 6th April 2006 have been provided by JMEPS in accordance with the normal scheme rules,

Mr Pentz is a US citizen but became a memper of JMEPS on 1st January 2006. Prior to that he was a member of the Johnson Matthey Inc. Salaried
Empioyees Pension Plan {a non-contributery defined benefit arrangement) and a US savings plan {401k}, He also has benefits in a Senior Executive
Ratirerment Plan. The pension values reported above are the aggregate for his separate membership of the UK and US pension schemes and the Senior
Exscutiva Ratirement Plan. US entitierments have been converted to sterling by reference to exchange rates on 31st March 2006 and 31st March 2007.
Mr Pertz's US pension was fixed on 315t December 2005, The sterling equivalent of it has fallen over the year as a result of exchange rate movements
and this reduction is reflacted in the 'Increase in accrued pension during the year'. The ‘Transfer value of increase’ is the full value of the increase in his
UK pension.
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REMUNERATION REPORT

Johnson Matthey Totat Shareholder Return and FTSE 100 rebased to 100

The following graph charts total cumulative shareholder return of the company for the five year period from 31st March 2002 1o 31st March
2007 against the FTSE 100 as the most appropriate comparator group, rebased to 100 at 1st April 2002. Johnson Matthey joined the FTSE

100 on 12th June 2002.
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The Remuneration Report was approved by the Board of Directors on 5th June 2007 and signed on its behalfl by:

B

Chartes Mackay

Chairman of the Management Development and Remuneration Committee

RESPONSIBILITY OF DIRECTORS

for the preparation of tha Annual Report and the accounts

The directors are responsible for preparing the Annual Report and
the group and parent company accounts in accordance with
applicable law and regulations.

Company law requires the directors to prepare group and parent
company accounts for each financial year. Under that law they are
required 10 prepare the group accounts in accordance with
International Financial Reporting Standards {IFRS) as adopted by the
European Union (FU} and applicable law and have elected 1o preparg
the parent company accounts on the same basis.

The group and parent company accounts are required by law and
IFRS as adopted by the EU to present faidy the financial position of
the group and the parent company and the performance for that
period; the Companies Act 1985 provides in relation to such accounts
that refarences in the relevant part of that Act to accounts giving a
true and fair view are references to their achigving a fair presentation.

In preparing sach of the group and parent company accounts, the
directors are required to:

* saelect suitable accounting policies and apply them consistentty;
« make judgments and astimates that are reasonable and prudent;

48 Johnson Matthey

s state whether they have been prepared in accordance with IFRS
as adopted by the EU; and

s prepara the accounts on the going concern basis untess it is
inappropriate to presume that the group and parent company will
continue in business.

The directors are respensible for keeping proper accounting records
which disclose with reasonable accuracy at any time the financial
position of the parent company and enable them to ansure that its
accounts comply with the Companies Act 1985. They have a
general responsibility for taking such steps as are reasonably open
to them to safeguard the assets of the group and to prevent and
detect fraud and othar irregularities.

Under applicable law and regulations the directors are also
responsible for preparing a Directors’ Report, Directors”
Remuneration Report and Corporate Governance Statement that
comply with that law and those reguiations.

The directors are respensible for the maintenance and integrity of the
corporate and financial information included on the company’s website.
Legislation in the UK governing the preparation and dissemination of
accounts may differ from legislation in other jurisdictions.




INDEPENDENT AUDITORS" REPORT

to the members of Johnson Matthey Pubbe Limded Cormpany

We have audited the group and parent company accounts (the 'accounts’} of Johnson Matthey Plc for the year ended 31st March 2007
which comprise the Consolidated Income Statament, the Consolidated and Parert Company Balance Sheets, the Consolidated and Parent
Company Cash Flow Statements, the Consolidated and Parent Company Statements of Recognised Incoma and Expense and the related
notes. These accounts have been prepared under the accounting policies set oul thersin, We have also audited the tabulated information and
related footnotes set out in the directors’ Remuneration Report on pages 42 to 48 disclosing the directors’ emoluments and compensation,
share options, long term incentive plan, pensions and other matters specified by Part 3 of Schedule 7A 1o the Companies Act 1985,

This report is made solely to the company's members, as a body, in accordance with section 235 of the Companies Act 1985, Our audit work
has been undertaken so that we might state to the company’s members those matters we are required to state to them in an auditor's report
and for no other purpose. To the fullest axtent permitted by law, we do not accept or assume responsibility to anyone other than the company
and the company's members as a body, for our audit work, for ths report, or for the opinions we hava formed.

Respective Responsibilities of Directors and Auditors

The directors are responsible for preparing the Annual Report, the directors' Remuneration Report, the Corporate Governance statement and
the acoounts in accordance with applicable law and Intarnational Financial Reporting Standards (IFRS) as adopted by the EU as set out in the
Responsibility of Directors statement on page 48.

Qur responsibility is to audit the accounts and the part of the directors’ Remuneration Report to be audited in accordance with relevant legal
and regulatory requirements and Iniernational Standards on Audit ng (UK and lreland).

We report to you our opinion as to whether the accounts give a true and fair view and whether the accounts and the part of the directors'
Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985 and, as regards the group
accounts, Article 4 of the |AS Regulation. We also report to you whether in our opinion the information given in the Directors’ Report is
consistent with the accounts. The information given in the Directars’ Report includes that specific information presented in the Operating and
Financial Review that is cross referenced from the Business Review section of the Directors' Report. In addition we report to you, if in our
opinion, the company has not kept proper accounting records, if we have not received all the information and explanalions we require for our
audit, or if information spectfied by law regarding directors’ remuneration and other transactions is not disclosed.

Wa review whether the Corporate Governance statement reflects the company's compliance with the ning provisions of the 2003 Combined
Codae specified for our review by the Listing Rules of tha Financial Services Autharity, and we raport if it does not. We are not required to
consider whether the board's statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the group's
corporate gevernance procedures or its nsk and control procedures.

We read the other information contained in the Annual Report and consider whether it is consistent with the audited accounts, We consider
the implications for our report if we bacome aware of any apparent misstatermnents or material inconsistencias with the accounts. Our
responsibilities do not extand to any cther information.

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidenca relevant to the amounts and disclosures in the accounts and the part of the directors’
Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments made by the directors in the
preparation of the accounts, and of whather the accounting polic es are appropriate to the graup’s and company’s circumstances,
consistently applied and adequately disclosed.

Wa planned and performed our audit 0 as t¢ obtain all the information and explanations which we considered necessary in order to provide
us with sufficient evidence 10 give reasonable assurance that the accounts and the part of the directors’ Remuneration Report 1o ba audited
are free from material misstatement, whether caused by fraud or other irregutarity or error. in forming our opinion we also evaluatedt the overall
adequacy of the presentation of information in the accounts and the part of the directors’ Remuneration Report to be audited.

Opinien
In our opinion:

» the group accounts give a true and fair view, in accordance with IFRS as adapted by the EL), of the state of the group's affairs as at
31st March 2007 and of its profit for the year then ended;

+ the parent company accounts give a trus and fair view, in accordance with IFRS as adopted by the EU as applied in accordance with the
provisions of the Companies Act 1985, of the state of the parsnt company's affairs as at 31st March 2007;

* the accounts and the pari of the directors’ Remunaration Report to be audited have been properly prepared in accordance with the
Companies Act 1985 and, as regards the group accounts, Arlicle 4 of 1he |IAS Regufation; and

+ the information given in the Directors’ Report is consistent with the accounts.

KPMG Audit Plc
Chartered Accountants
Registered Auditor
London

5th Jung 2007
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CONSOLIDATED INCOME STATEMENT

for the year ended 31st March 2007

Revenue
Cost of materials sold

Net revenues
Other cost of sales

Gross profit

Distribution costs
Administrative expenses
Impairment costs

Operating profit

Finance costs

Finance incoma

Share of profit / (ioss) of associates

Profit before tax
Income tax expense

Profit for the year from continuing operations
Profit for the year from discontinued operations

Profit for the year

Attributable to:
Equity holders of the parent company
Minority interests

Eamings per ordinary share attributable to the equity holders of the parent company

Continuing operations
Basic
Diluted

Total
Basic
Diluted

The notas on pages 58 1o 97 form an integral part of the accounts.

50 Johnson Matthey

40

2907 2006
restated
£ million £ miion
6,151.7 45737
(5,300.0) (3,842.3)
851.7 7314
#413.7) (358.7)
438.0 372y
(81.8) {75.3)
{103.8) {84.0)
- 6.0
252.4 207.4
(36.0} {31.5)
9.2 158
0.9 0.2)
226.5 191.5
(64.7) (54.7)
161.8 136.8
43.7 14.5
205.5 151.3
206.5 1521
(1.0 {0.8)
205.5 151.3
pance penca
76.5 B4.2
75.3 63.9
96.9 70.8
a5.4 70.5




CONSOLIDATED AND PARENT COMPANY BALANCE SHEETS

as al 315t March 2007

Group Parent company
2007 2006 2007
restated

Notas £ million £ milion £ millign £ mllion
Assets
Non-current assets
Property, plant and equipment 4 600.7 661.1 249.2 2356
Goodwill 15 309.2 4031 249.5 248.2
Other intangible assets 16 40.1 41.3 55 6.1
Investments in subsidiaries 17 - - 3425 492.5
Investments in associates 18 4.8 4.3 - -
Deferred income {ax assets g 8.9 4.4 - -
Avagilable-for-sale investments 19 48 5.9 - -
QOther receivables 22 04 0.2 2974 195.5
Post-employment benefits net assets 13 49,2 75.0 45.5 70.6
Total non-current assets 1,108.1 1,195.3 1,189.6 1,248.5
Current assets
Invenitories 20 362.7 345.8 99.2 120.8
Current income tax assets 7.0 36 31 -
Trade and other receivables 22 527.3 478.5 1,016.8 1,110.4
Available-for-sale investments 19 0.2 0.1 - -
Cash and deposits 25 73.2 133.0 9.9 26.6
Other financial assets 26 3.2 3.2 3.3 3.4
Other current assets 71 7.4 71 7
Non-current assets classified as held for sale 24 0.4 - - -
Total current assets 981.1 971.3 1,139.4 1,268.1
Total assets 2,089.2 2,166.6 2,329.0 25166
Liabilities
Current liabilities
Trade and other payables 23 {416.0} {385.9) {773.7) (604.6)
Current income tax liabiiities {52.7 (66.0) - (12.7)
Borrowings and finance leases 25 {27.5) (90.3) {20.1) (85.5)
Other financial liabilities 27 {2.0) {4.2} {2.3) {(4.3)
Provisions 29 .0 9.1} (2.6) (2.0)
Total curment liabilities {505.9) {555.5) (798.7) (709.1)
Non-current liabilities
Borrowings, finance leases and related swaps 25 {410.5) (454.7) (405.1) {327.1)
Deferred incoma tax liabilities 30 (38.5) (49.7) (14.1) {25.6)
Employee benefits obligations 13 (48.3) (56.2) (11.7) {12.1)
Provisions 2 (8.7 5.2 (5.8) (4.6)
Trade and other payables 23 (1.2) 0.8 (83.7} {227.0)
Total non-gurrent lighilities (505.2) (566.6) (520.4) {596.4)
Total liabilities {1,011.1} (1,122.1) {1,319.1} {1,305.5)
Net assets . 1,078.1 1,044.5 1,009.9 12111
Equity
Share capital ar 220.5 220.2 220.5 220.2
Share premium account 34 146.3 144.4 146.3 144.4
Shares held in employee share ownership trusts 34 61.9) {63.0) (61.5) 62.6)
Other reserves az (12.9) 28.5 8.4 4.2
Retained earnings 34 783.7 708.0 696.2 904.9
Total equity attributable to equity halders of the parent company 34 1,075.7 1,038.1 1,009.9 1,211.1
Minority interests 33 24 6.4 - -
Tota!l equity 1,078 1,044.5 1,009.9 1,211

The accounts were approved by the Board of Directors on 5th June 2007 and signed on its behalf by:

N A P Carson
J N Sheldrick

The notes on pages 58 to 97 form an integral part of the accounts.

Directors
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CONSOLIDATED AND PARENT COMPANY CASH FLOW STATEMENTS

tor the year ended 315t March 2007

Group Parent company
2007 2006 2007 2006
restated restated
Notes £ million £ mition £ million £ mdlion
Cash flows from operating activities
Profit / (loss) hefore tax 226.5 191.5 (56.9) 229.4
Adjustments for:
Share of (profit) / loss in associates (0.9 0.2 - -
Discontinued operations 40 15.9 21.3 - 041
Depreciation, amortisation and profit on sale of non-current assets
and investments 7.7 76.7 175.9 343
Share-based payments 6.9 3.2 6.9 3.2
{Increase) / decrease in inventories (82.5) {25.8) 20.8 45
Increase in receivables (136.5) {v8.7) 9.7) (67.3)
Increase / {decrease) in payables 104.6 63.7 28.6 88.0)
Increase / (decrease) in provisions 5.9 (18.1) 25 (15.1)
Employee benefit abligations charge less gontributions {9.1) {9.3) (6.6) {7.8)
Changes in fair value of financial instruments 5.2 (12.4) Q.1) 2.1
Dividend income - - - (159.0)
Net finance costs / (income) 26.8 15.7 (0.8) (14.7)
Income tax (paid) / received (81.4) (15.9) {32.2) 9.2
Net cash inflow / {(ocutflow} from operating activities 159.1 212.3 128.4 69.1)
Cash flows from investing activities
Dividends received from associales 0.5 0.1 - -
Dividends received from subsidiaries - - - 170.0
Purchases of non-current assets and investments 35 (125.0) {120.3) (43.9) (90.0)
Proceeds from sale of non-current assets and investments 3.5 5.7 0.1 0.5
Purchases of businesses and minority interests 35 8.6) (24.3) (5.1) -
Net proceeds from sale of businesses and minority interests 35 1271 - 4.1 -
Net cash (outflow) / inflow from investing activities {2.5) {138.8) (44.8) 80.5
Cash flows from financing activities
Net purchase of own shares as (50.4) (25.9) (50.4) (25.9)
{Repayment of) / proceeds from borrowings and finance leases 35 {71.8) 823 14,2 836
Dividends paid to equity holders of the parent company ] {66.0) (60.4) {66.0) (80.4)
Dividends paid to mincrity shareholders - {0.2) - -
Interest paid {31.3) (30.6) {66.9) (53.8)
Interest received 49 16.6 68.0 69.2
Net cash {outflow) / inflow from financing activities (214.6} {18.2) {101.1) 12.7
(Decrease) / increase in cash and cash equivalents in the year (58.0} 55.3 (17.5) 241
Exchange ditferences on ¢ash and cash equivalents (7.1) 5.8 - -
Cash and cash equivalents al beginning of year 1251 B84.0 10.0 {14.1)
Cash and cash equivalents at end of year 36 60.0 125.1 (7.5} 10.0
Reconciliation to net debt
{Decrease) / increase in cash and cash equivalents in the year {58.0) 55.3 {17.5) 241
Repayment of / {proceeds from) borrowings and finance leases 71.8 (82.3) {14.2) (83.6)
Change in net debt resulting from cash flows 13.8 (27.0) {31.7) (59.5)
Borrowings acquired with subsidiaries - (1.4) - -
Borrowings disposed of with subsidiaries 19.1 - - -
Exchange differences on net debt 143 3.4) 2.4 {1.4)
Movement in net debt in year 47.2 41.8) (29.3) (60.9)
Nat debt at beginning of year (412.0} (370.2) (386.0} {325.1)
MNet debt at end of year 25 (364.8) {412.0) (415.3) {386.0)

The notes on pages 58 to 97 form an integral part of the accounts.
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CONSOLIDATED AND PARENT COMPANY STATEMENTS

OF RECOGNISED INCOME AND EXPENSE

for the year ended 31st March 2007

Parent compeny
2007 2008 2007 2006
Notes £ million £ méSion £ million £ mZion
Currency translation differences on forgign currency nat investmants
and related loans (67.9) 423 1.4 0.3)
Currency translation differences - transferred to profit on sale of
discontinued operations (3.8) - - -
Fair valug gain on avaiable-for-salg investmenits transferred to profit on sale - 0.8) - -
Cash fiow hedges - gains / {losses) taken to equity 31 (3.8 2.7 {3.4)
Cash flow hedges - iransferred to income statement in the year 1.2 (2.6 14 {2.2)
Fair value gains / {losses) on net investment hedges 233 {12.5) - -
Fair value gains on net investmant hedges - transferred to profit on sals of
discontinued operations (2.0) - - -
Actuarial {loss) / gain on post-employment benefits assets and liabilities 13 {32.3) 19.86 (32.2) 17.2
Tax on abave items taken directly 1o or transferred from equity 135 (7.8) 8.6 (4.0)
Net {expense) / income recognised directly in eguity {64.3) 34.6 (18.1} 7.3
Profit / (loss) for the year 205.5 151.3 (78.4) 2156
Total recognised income and expense relating to the year 1412 185.9 {96.5) 2229
IFRS transition adjustment for financial instnments - hedging reserve - 2.1 - 20
IFRS transition adjustrment for financial instruments — available-for-sale reserve - 07 - -
IFRS transition adjustment for financial instruments — retained sa-nings - {0.1) - 0.1)
141.2 188.6 {96.5) 224.8
Total recognised income and expense attributable to:
Equity holders of the parent company 142.2 186.7 {96.5) 2229
Minority interests (1.0} {0.8) - -
141.2 185.9 {96.5) 222.9
IFRS transition adjustment for financial instruments attributable to:
Equity holders of the parent company - 2.7 - 1.9

The notes on pages 58 to 97 form an integral part of the accounts.
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ACCOUNTING POLICIES

for tha year ended 3151 March 2007

The group's and parent company’s significant accaunting policies, togsther with the judgments made by management in applying those
policies which have the most significant elfect on the ameunts recegnised in the accounts, are:

Basis of accounting and preparation

The accounts are prepared in accordance with International Financial Reporting Standards {IFRS) and interpretations issued by the
International Financial Reporting Interpretations Committes (IFRIC) or the Standing Interpretations Commitiee {SIC) as adopted by the
European Union. For Johnson Matthey, there are no differences between IFRS as adopted by the European Unien and full IFRS as published
by 1he International Accounting Standards Board and so the accounts comply with IFRS.

The accounts are prepared on the historical cost basis, except for certain assets and liabilities which are measured at fair value as axplained
below.

The parent company has not presented its own income statement and related notes as parmitted by section 230 of the Companies Act 1985.

Basis of consolidation

The consolidated accounts comprise tha accounts of the parent comzany and all its subsidiaries, including employee share ownership trusts,
and include the group's interest in associates.

Entities over which the group has the ability to exercise control are accounted for as subsidiaries. Entities that are not subsidiaries or joint
ventures but where the group has significant influence (i.e. the power to participats in the financia! and operating policy decisions) are
accounted far as associates,

The results and assets and fiabilities of associates are included in the consolidated accounts using the eguity method of accounting.

The results of businesses acquired or disposed of in the ysar ara consolidated from or up {0 the effective date of acquisition or disposal
respectively. The net assets of businesses acquired are incorporated in the consolidated accounts at their fair values at the date of acquisition.

Transactions and balances between subsidiaries are eliminated. No p-ofit is taken on transactions between subsidiaries and the group’s share
of profits on transactions with associates is also eliminated.

In the parent company balance sheet, businesses acquired by the parent company from other group companies are incorporated at book
valug at the date of acquisition. Where the consideration given exceeds the book value of the assets acquired this difference is accounted for
as goodwill.

Revenue

Revenue comprises all sales of goods and rendering of services at the fair value of consideration received or receivable after the deduction of
any trade discounts and excluding sales taxes. Revenue is regognised when it can be measured refiably and the significant risks and rewards
of ownership are transferred 1o the customer. With the sale of goods this occurs when the goods are despatched or made available to the
customer, except {or the sale of consignment products located at customers' pramises where revenue is recognised on natification that the
product has been used. With the rendaring of services revenua is recognised by reference to the stage of completion as measured by the
propartion that costs incurred 1o date bear to the estimated total costs. With royalties revenue is recognised in accordance with the substance
of the relevant agreemant.

Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by reference to the stage of
completion. This is measured by the proportion that contract costs incurred to date bear to the estimated total contract costs.

Where the outcome of a construction contract cannot be estimated teliably, contract revenue is recognised 10 the extent of contract costs
incurred that it is probable will be recoverable. Contract costs are recognised as expenses in the period in which they are incurred.

Whan it is probable that the total contract costs will exceed total contract revenus, the expected loss is recegnised as an expense
immediatety.

Foreign currencies

Foreign currency transactions are recorded in the functional currency of the relevant subsidiary, associate or branch at the exchange rate at
the date of transaction. Foreign currency monetary assets and liabilities are retranslated into the relevant functional currency at the exchange
rate at the balance sheet date.

Income statements and cash flows of overseas subsidiaries, assoctates and branches are translated into sterling at tha average rates for the
year. Balance sheets of overseas subsidiaries, associates and branches, including any fair value adjustments and including related goodwill,
are iranslated into sterling at the exchange rates at the balance sheet date.

Exchange differences arising on the transiation of the net investiment in overseas subsidiaries, associates and branches, less exchange
differences arising on related foreign currency financial instruments which hedge the group’s net investiment in these operations, are taken to
& separate component of equity. The group has taken advantage of the exempticn allowed in IFRS 1 - 'First-time Adopticn of International
Reporting Standards’ to deemn the cumulative translation difference for all overseas subsidiaries, associates and branches to be zero at

15t April 2004.

ther exchange differences are taken to operating profit.
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ACCOUNTING POLICIES

for the yaar encled 31st March 2007

Research and development
Research expenditure is charged to the incorne staternent in the year incurred.

Development expenditure is charged 1o the income statement in 1he year incurred unless it mests the IFRS recognition criteria for
capitalisation. When the recognition criteria have been met any further development expenditure is capitalised as an intangible asset.

Finance costs and finance income
Finance costs and finance income are recognised in the income statement in the year incurred.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any provisions for impairment. Finance costs are not
capitalised.

Dapreciation is provided using the straight ine method to write off tha cost less estimated residual value over the useful life of the asset. The
astimated useful lives vary according 1o the class of the asset. but are typically: leasshold property 30 years (or the lifa of the lease if shorter)
freehold buildings 30 years; and plant and equioment 4 to 10 years. Freehold land is ot depreciated.

Goodwill

Goodwill arises on the acquisition of a business when the fair value of the consideration given exceeds the fair value attributed 10 the net
assets acquired. It is subject to annual impairment reviews.

The group and parent company have taken advantage of the exemption allowed under IFRS 1 and so goodwill arising on acquisitions made
before 15t April 2004 is included at the carrying amount at that date less any subsequent impairments. Up to 31st March 1898 goocdwill was
eliminated against reserves.

Intangible assets

Intangible assets are stated at cost fess accumulated amortisation and any provisions for impairment. They are amortised in accordance with
the relevant income stream or by using the straight line method aver their useful ives from the time they are first available for use. The
estimated useful lives vary accarding to the specific asset but are typically: 1 1o 8 years for customer contracts and relationships; 3 to 8 years
for capitalised software; 3 to 10 years for patents, trademarks and licences; and 3 to 8 years for capitalised development currently being
amortised.

Intangible assats which are not yet being amortised are subject to annual impairment reviews.

Investments in subsidiaries

Invastments in subsidiaries are stated in the parent company's bzelance sheet at cost less any provisions for impairment, Any distributions from
pre-acquisition profits ara recognised as a reduction to the cost of the investment.

Leases

Leases are classified as finance leases whenever they transfer substantially all the risks and rewards of ownership to the group. The assets

are included in property, plant and equipment and the capital elernents of the leasing commitments are shown as abligations under finance
leases. The assels are depreciated on a basis congistent with similar owned assets or the lease term if shorter. The interest element of the
lease rental is included in the income statement.

All other leases are classified as operating leases and are expensed an a straight line basis over the lsase term.

Grants

Grants ralated to assets are included in deferred income and released to the income statemant in equal instalments over the expected useful
lives of the related assets.

Grants related to income are deducted in reporting the related expensa.

Precious metal inventories

Inventories of gold, silver and platinum group metals are valued according to the source from which the metal is obtained. Metal which has
been purchased and commitied to future sales to customers or hedged in metal markeis is valued at the price at which it is contractually
committed or hedged, adjusted for unexpired contango and backwardation. Cther precious metal inventories owned by the group, which are
unhedged, are valued at the lower of cost and net realisable value using the weighted average cost formula.

Other inventories

Non precious metal inventories are valued at the lawer of cost, including atiributable overheads, and net realisable value. Except where costs
are specifically identified, the first-in, first-cut or weighted average cost formufae are used to value inventories,
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ACCOUNTING POLICIES

for the year encdled 31st March 2007

Cash and cash equivalents

Cash and deposits comprise cash at bank and in hand, including short term deposits with a maturity date of three months or less from the
date of acquisition. The group and parent company routinely use short term bank overdraft facilities, which are repayable on demand, as an
integral part of their cash management policy. Therefore cash and cash equivalents in the cash flow statements are cash and deposits less
bank overdrafts, Offset arrangements across group businesses have baen applied to arrive at the net cash and overdraft figures.

Derivative financial instruments

Tha group and parent company use derivative financial instruments, in particutar forward currency contracts and currency swaps, 1o manage
the financial risks associated with their underlying business activities and the financing of those activities. The group and parert company do
not undertake any trading activity in derivative financial instruments.

Derivative financial instruments are measured at their fair value. Darivative financial instruments may be designated at inception as fafr value
hedges, cash flow hadges or net investment hedges if appropriata.

Changes in the fair value of any derivative financia! instruments that are not designated as or arg not determined to be effective hedges are
recognised immediately in the income statement.

Changes in the {air valus of derivative financial instruments designated as fair value hedges are racognised in the income statemant, together
with the refated changes in the fair value of the hedged asset or liability. Fair value hedge accounting is discontinued it the hedging instrument
expires or is sold, terminated or exercised, the hedge no longer mests the criteria for hadge accounting or the designation is revoked.

Changes in the fair value of darivative financial instruments designated as cash flow hedges are recognised in equity, 1o the extent that the
hedges are effective. Ineffective portions are recognised in the income statement immediately. if the hedged item results in the recognition of a
non-financial asset or liability, the amount recognised in equity is transferred out of eguity and included in the initial carrying amount of the
asset or liability. Otherwise, the amount recognised in equity is transferred to the income statement in the same period that the hedged item is
recognised in the income statement. If the hedging instrument expires or is sold, terminated or exercised, the hedge no longer meets the
criteria for hedge accounting or the designation is revoked, amounts previously recognised in equity remain in equity until the forgcast
transaction occurs. If a forecast transaction is no longer expected to occur, the amounts previously recognised in equity are transferred to the
income staterment.

For hedges of net irvestrnents in foreign operations, the sffactive portion of the gain or loss on the hedging instrurent is recognised in equity,
while the ineffective portion is recognised in the income statement. Amounts taken to equity are transferred to the income statement when the
foreign operations are soid.

Other financial instruments
All other financial instruments are initially recognised at fair value plus transaction costs. Subseguent measurement is as follows:
» LUnhedged borrowings are measured at amortised cost.

» Available-for-sale investmenis are measured at fair value with changes in fair value recognised directly in equity. On disposal of the
investment the amount recognised in equity will be transferred to the income statament at the trade date.

» Al other financial assats and liabilities, including short term receivables and payables, are measured at amortised cost less any impairment
provision.

Taxation

Current and deferred tax are recognised in the income statermnent. excapt when they relats to iterns recognised directly in equity when the
related tax is also recognised in equity.

Current tax is the amount of income tax expected 1o be paid in respect of the taxable profits using the tax rates that have been enacted or
substantively enacted at the balance sheel date.

Deferred tax is provided in full, using the liability method, on temporary differences arising batween the tax bases of assets and liabilities and
their carrying amount in the balance sheet, It is provided using the tax rates that are expected to apply in the period when the asset or liability
is seftled, based on tax rates that have been enacted or substantively enacted at the balance sheet date.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary
differences can be utilised. No deferred {ax asset or fiability is recognised in respect of temporary differences associated with investments in
subsidiaries, branches and associates whers the group is able to control the timing of the reversal of the temporary difference and it is
probable that the temporary differance will not reverse in the foreseeable future.

Provisions and contingencies

Pravisions are recognised when the group has a present obligation as a result of a past event and a reliable estimata can ba made of a
probable adverse outcome, for example warranties, environmental claims and restructurings. Otherwise, material contingent liabilities are
disclosed unless the transfer of economic benefits is remote. Contingent assets are only disciosed if an inflow of economic benefits is
probable.

The group considers financial guarantees of its share of the borrowings and precious metal Jsasas ¢f its associates to ba insurance contracts.
The parent company considers financial guarantees of its subsidiaries’ borrowings and precious metal leases to be insurance contracts.
These are treated as contingent liabilities unless it becomes probable that it will be required to make a payment under the guarantes.
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ACCOUNTING POLICIES

for the year ended 315t March 2007

Share-based payments and employee share ownership trusts [ES0Ts)

The fair value of outstanding share options granted to employees and shares allocated to employees under the long term incentive plan after
7th November 2002 is calculated using an adjusted Black-Scholes options valuation model and the resuiting cost is charged to the income
staternamt over the ralevant vesting periods, adjusted to reflect actual and expected levels of vesting where appropriate.

The group and parent company provide finance to the ESOTs to purchase company shares in the open market, Costs of running the ESOTs
are charged 1o the income statement. The cost of shares held by the ESOTs are deducted in armiving at equity untd they vest unconditionally in
employees.

Pensions and other post-employment benefits

The group operates a number of contributory and non-contributory plans, mainly of the dsfined benefit type, which require centributions 1o be
made 10 separately administered funds.

The costs of the defined contribution plans are charged to the income statement as they fall due.

For dafined banefit pians, the group and parent company recognise the net assets or liabilitiss of the schemes in their balance sheets.
Obligations are measured at present value using the projected unit credit method and a discount rate reflecting yields on high quality
corporats bonds, Assets are measured at their fair valug at the balance shest date. The changes in scheme assets and liabilities, based on
actuarial advice. are recognised as fallows:

+ The current service cost is spread over the period during which benefit is expected to be derived from the employees’ senices based on
the most racent actuarial valuation and is deducted in arriving at operating profit.

* The interest cost, based on the discount rate at the beginning of the year and the present value of tha defined benefit obligation during the
year, is included in operating profit.

+ The expected return on plan assets, based on market expectations at the beginning of the year for returns over the entire life of the refated
obligation and amended for changes in the fair value of plan assets as a result of contributions paid in and benefits paid out, is included in
operating profit.

* Actuarial gains and losses, representing differences between the éxpected return and actual return on plan asssts and reimbursement
rights, differences between actuarial assumptions underlying the plan liabilities and actual experience during the year, and changes in
actuarial assumptions, are recognised in the statement of recognised income ard expenss in the year they occur,

+ Past service costs are spread evenly over the period in which the increases in benefit vest and are deducted in arriving at operating profit,
If an increase in benefits vests immediately, the cost is recognised immediately.

+ Gains or losses arising from seitlements or curtaliments are included in operating profit.

Standards and interpretations adopted in the year

The standards and interpretations which were adopted during the year were Amendment to International Accounting Standard (IAS) 21 -
‘Net Investmant in a Foreign Operation’, IFRIC 4 - 'Determining whether an Arrangement contains a Lease’, IFRIC 5 - Rights 1o Interests
arising from Decammissioning, Restoration and Environmental Rehabilitation Funds', IFRIC 6 - ‘Liabilities arising from Participating in a
Specific Market — Waste Electrical and Electronic Equiprment’, IFRIC 7 - 'Applying the Restatement Approach under IAS 29 Financia!
Reporting in Hyperinflationary Economies’, IFRIC 8 - *Scope of IFRS 2' and IFRIC 9 - ‘Reassessment ¢f Embedded Derivatives’. There were
no ghanges in accounting policy and no effect on current or prior year results or net assets of the group and parent company.

Standards and interpretations issued but not yet applied

IFRS 7 - 'Financial Instruments: Disclosures’ was issued in August 2005 and Is required to be applied for annual periods beginning on or after
18t January 2007, It revises and enhances the disclosure required by 1AS 30 - ‘Disclosure in the Financial Statements of Banks and Similar
Financial Institutions™ and 1AS 32 - ‘Financial Instruments: Presentation’ and will not affect tha reported results or net assets of the group and
parent company.

IFRS 8 - ‘Operating Segments' was issued in Novernber 2006 and is required to be applied for annual periods beginning on or after

1st January 2009. It replaces 1AS 14 — *Segment Reporting’ and requires the identification of operating segments based on internal reporting
to the chief cperating decision maker and changes the disclosure requirements. Johnson Matthey has not yet completed its evaluation of the
impact on its disclosures but adoption of the standard will not affect the reported resuls or net assets of the group and parent company.

IFRIC 10 - 'Interim Financial Reporting and Impairment’ was issued in July 2006 and is required to be applied for annuat periods beginning on
or after 1st November 2006. This will not atfect the reported results or net assets of the group and parent company.

IFRIC 11 - 'IFRS 2 - Group and Treasury Share Transactions’ was issued in November 2006 and is required to be applied for annual periods
beginning on or after 1st March 2007, This will not affect the reparted results or net assets of the group. The effect on the parent company is
still being evaluated.

IFRIC 12 - 'Service Concession Arrangements’ was issued in Novembar 2006 and is required 1o be applied for annual periods beginning on
or after 1st January 2008. This will not affect the reported results or net assats of the group and parent company,

Amendment to 1AS 1 - 'Capital Disclosures’ was issued in August 2005 and is sequired for annual periods beginning on or after 1st January
2007. The amendment requires new disclosures about how an entity manages its capital resources and will not affect the reported results or
net assets of the group and parent company.
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NOTES ON THE ACCOUNTS

for tha year ended 315t March 2007

Segmental information,
By business segment

For management purposes, the group was organised into four operating divisions - Catalysts, Precious Metal Products, Pharmaceutica
Materials and Cararnics. Their principal activities are described on pages 8 to 13. The group sold its Ceramics Division during the year
{rote 40} and so its results are reported as discontinued operations. Sales between segments ae made at market prices, taking into

account the volumaes involved.

Year ended 31st March 2007

Sales to exiernal customers
Inter-segment sales

Total revenue

External sales excluding the value of precious metals

Segment resuit
Unallocated corporate expenses

Operating profit
Net finance costs
Share of profit of associates

Profi before tax
Income 1ax expense

Profit for the year from continuing cperations
Profit for the year from discontinued operations

Profit for the year

Segment assets

investments in associates

Cash and deposits

Current and deferred income tax assets
Post-employment benefits net assets
Unallocated corporate assets

Total assets

Segment liabilities

Borrowings, finance leases and related swaps
Current and deferred income tax liabiities
Employee benefits obligations

Unallocated corporata liabilities

Total liabiities

Segment capital expenditure
Capital expenditure on discontinued operations
Corporate capital expenditure

Total capital expenditure

Segment depreciation and amortisation
Depreciation on discontinued operations
Corparate depreciation

Total depreciation and amartisation

Significant non-cash expenses ¢ther than depreciation
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Catalysts.
£ million

Precious

Metal
Products
£ million

Pharmaceutical
Materlals
£ million

Eliminations
£ mition

Total
£ million

2,1926
219

3,824.4
1,162.6

134.7
0.3

{1,184.8)

6,151.7

2,214.5

4,987.0

135.0

(1,184.8)

6,151.7

1,035.6

260.0

128.6

1,454.2

148.8

85.3

355

1,308.1

0.9

298.4
4.8

324.2

(52.1}

269.6

(17.2)

252.4
(26.8}
0.9

226.5

{64.7)

161.8
437

205.5

1,878.6
4.8
73.2
15.9
49,2
67.5

921

18.4

(52.1)

2,089.2

388.2
438.0
89.2
48.3
47.4

91.5

107

1,011.1

113.4

1.9

48.0

134

10.5

119.8

69.9

21

1.5

1.3

77.5

28




NOTES ON THE ACCOUNTS

for the yaar ended 315t March 2007

1 Segmental information [continued)
By business segment [continued)

Year ended 31st March 2006 (restated)

Pracious
Metal  Pharmaceutical
Catalysts Products Materials Cerarmics Biminations Tota
£ meion £ miion £ mifion £ meSon £ miton £ mEBon
Sales 1o external customers 1,477.4 2.962.4 133.9 - 4,573.7
Inter-segment sales 17.4 676.9 1.2 (695.5) -
Total revenue 1,494.8 36393 135.1 (695.5) 4,573.7
External sales excluding the value of
precious metals 786.4 245.4 127.2 - 1,159.0
Segment resutt before impairment costs 134.2 62.2 338 - 230.2
Impairment costs - 6.0 - - 6.0)
Segment result 134.2 56.2 338 - 224.2
Unallocated corporate expenses — {16.8}
Operating profit 207.4
Net finance casts {15.7)
Share of loss of associates {0.2) 0.2
Profit before tax 191.5
Income tax expense {54.7)
Profit for the year from continuing operations 136.8
Profit for the year from discontinued operations 145
Profit for the year 151.3
Segment assets 1,181 305.8 331.3 164.6 (268.7) 1,894.1
Investments in associates - 4.3 - - - 4.3
Cash and deposits 133.0
Current and deferred income tax assets 8.0
Post-employment benefits net assets 75.0
Unallocated comporate assats 52.2
Total assets 2.166.6
Segment kabilities 207.0 171 241 38.0 (26.7) 359.5
Borrowings, finance lsases and related swaps 545.0
Current and deferred income tax liabilities 115.7
Empioyee benefits obligations 56.2
Unallocated corparate liabilities 45.7
Total liabilities 1,122.1
Segment capital expanditure 89.2 13.7 9.9 6.5 - 119.3
Corporate capital expenditure 4.7
Total capital expenditure . 124.0
Segment depreciation and amortisation 39.8 13.0 0.0 6.3 - 69.1
Corporate depreciation 1.7
Total depreciation and amortisation 70.8
Significant non-cash expanses other than
depreciation - 7.7 - - - 7.7
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NOTES ON THE ACCOUNTS

tor the year ended 3151 March 2007

1 Segmental information (continued)
By geographical segment

Pharmaceutical Materials is located in Europe and North America. All of the other divisions of the group have a prasence in each of the
geographical segments,

Year ended 31st March 2007

North Rest of
Europe America Asia the World Eliminations Totat
£ millhon £ milion £ milton £ million £ million € miltion
External sales by geographical destination 2,654.5 1,496.3 1,339.8 661.1 - 6,151.7
Carnrying value of segment assets by location 1,154.5 478.6 176.7 141,2 (72.4) 1,878.6
Capital expenditure by location of assets 61.7 29.8 175 10.8 - 119.8
Year ended 31st March 2006 {restated)
North Rest of
Europa America Asia the World Eliminations Total
£ mdlion £ millen £ mifion £ milion £ milion £ milion
External sales by geographical destination 1,862.2 1,124.9 1.089.6 437.0 - 4,573.7
Carrying value of segment assets by location 1,322.7 2941 170.4 - 162.9 (56.0) 1,894.1
Capital expenditure by location of assets 61.3 42.5 13.7 6.5 - 124.0
2 Revenue
2007 2006
restated
£ million £ maion
Sale of goods 6,021.5 4,482.7
Rendering of services 109.8 86.6
Royalties / licenca income 20,4 4.4
Total revenue - continuing operations 6,151.7 4,573.7
3 Impairment costs
2007 2008
£ million £ mdion
Impairment of UK Pgm Refining assets (Precious Metal Products) - 8.0
Total impairment costs - 6.0

During the year ended 31st March 2006 the group decided to stop using parts of the pgm refining process and so fully impaired the
associated plant and equipmeant.

60 Johnson Matthey




NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

4 QOperating profit

2007 2006
rastated
£ million £ milion
Operating profit is arrived at atter charging / (crediting):
Total research and development expenditure 66.5 60.6
less development axpenditure capitalised {7.8) {6.7)
Research and development charged 58,7 83.9
less external funding received - from government grants 1.9) 1.2)
- from other organisations {2.6) 2.7)
Nat research and development - continuing operations 54.2 50.0
Net research and development - discontinued operations 1.5 2.1
Net research and development 55.7 521
Other government grants - ©.1)
Inventaries recognised as an expense - continuing operations 5,300.0 3,842.3
Inventories recognised as an expense - discontinued operations 84.9 103.7
Inventories recegnised as an expense 5,394.9 3.946.0
Write-down of inventories recognised as an expense — cortinuing operations 3.2 29
Write-clown of inventories recognised as an expense - discontinued operations - oA
Write-down of inventories recegnised as an expense 3.2 3.0
Reversal of write-down of inventories arising frorm increases in net realisable value (0.5) 0.3
Net losses / (gains) on foreign exchange - continuing operations 1.7 0.4)
Net losses / (gains) on foreign exchange - discontinued operations 0.5 0.1)
Net losses / (gains) on foreign exchange 2.2 0.5
Net (gains) / losses on foreign currency forwards held for trading (0.2} 0.1
Depreciation of property, plant and equipment — continuing operations 63.1 58.4
Depreciation of property, plant and equipment - discontinued operations 5.5 8.3
Depreciation of property, plant and equipment 68.6 64,7
Amortisation of internally generated intangible assets included in other cost of sales 2.5 1.4
Amortisation of other intangible assets included in - other cost of sales 2.1 2.2
- distritution cosis 01 0.2
- administrative expenses 4.2 2.3
Operating lease rentals payable - minimum lease payments — continuing operations 8.3 8.3
Operating lease rentals payable — minimum lease payments - discontinued operations 0.3 0.8
Operating lease rentals payable — minimum lease payments 8.6 9.1

Unless otherwise specified, the itams above are for both continuing operations and total group.
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NOTES ON THE ACCOUNTS

for the year ended 315t March 2007

5  Fees payable to auditors

Fees payable to the company's auditor for the audit of the company’s
annual accounis
Fess payabia to the company’s auditor and its associates for other services:
- the audd of the company’s subsidiaries, pursuant to legislat on
- other servicas supplied pursuant to legislation
- tax senvices
- due diligence

Total fees payable to the company's auditor and its associates for other services

Total fees payable to the company's auditor

Audit fees payable to other auditors were £ nil (2006 £0.1 million).
6 Finance costs

Interest payable on bank loans and overdraits
Other interest payable

Remaining loss on remeasurement of net investment hedging instruments to fair valug
Net loss on remeasurement of fair value hedges and related hecged items to fair value

Tota! finance costs - continuing operations

7 Finance income

Interest receivable
Interest receivable on interest rate swaps

Remaining gain on remeasurement of net investment hedging instruments 1o fair value
Net gain on emeasurement of fair value hadges and related heciged items 1o fair valua

Net gain on remeasuremsnt of foreign currency swaps held for trading

Total finance income - continuing operations
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2007 2006

£ mitlion £ million € méidion £ mifion

0.4 04
0.7 0.6
0.1 0.1
0.3 0.3
0.2 -

1.3 1.0

1.7 1.4

2007 2006

restated

£ millicn £ milion

24.4 18.6

1.4 12.8

0.2 -

- 0.1

36.0 31.6

2007 2006

rostated

£ miltlon £ mition

38 7.1

5.0 84

- 0.2

0.3 -

0.1 0.1

9.2 15.8




NOTES ON THE ACCOUNTS

tor the year ended 31st March 2007

8 Taxation

2007 2006
restated
£ mitlion £ mion
Current tax
Corporation tax on profits for the year 60.9 56.1
Adijustment for prior years (0.5) 0.9
Total current tax 60.4 55.2
Deferred tax
Qrigination and reversal of temporary differences 3.9 1.4
Changes in tax rates and laws 0.4 03
Recognition of previously unrecognised deferred tax assets - 1.7)
Adjusiment 10 estimated recoverable amount of deferred tax assets arising in prior yaars - 041
Total deterred tax 4.3 (0.5)
Income tax expense — continuing operations 64.7 54.7
The tax chargs for the year can be reconciled to the profit per the income staternent as follows:
2007 2006
rastated
£ miltion £ metion
Profit before tax 226.5 101.5
Tax expenss at UK corporation tax rate of 30% (2006 30%)] 68.0 57.5
Effects cf:
Overseas tax rates - 0.7
Expenses not deductible for tax purposes 3.9 1.1
Net utilisation of tax losses and tax holidays {5.7 (1.8}
Adjustments for prior years - 0.8)
Research and development credits (2.9) (2.4)
Other 1.4 0.4
Tax expense for the year 64.7 54.7
9 Dividends
2007 2006
£ miliion £ mBon
2004/05 final ordinary dividend paid - 19.0 pence per share - 40.9
2005/06 interim ordinary dividend paid -~ 9.1 pence per share - 19.5
2005/06 final ordinary dividend paid — 21.G pence per sharg 44.9 -
2006/07 interim ordinary dividend paid -~ 9.9 pence per share 211 -
Total dividends 66.0 60.4

A final dvidend of 23.7 pence per ordinary share has been proposed by the board which will be paid on 7th August 2007 to shareholders
on the register at the close of business on 15th June 2007. The estimated amount to be paid is £50.0 million. In accordance with IFRS
accounting requirernents 1his dividend has not been recognised in these accounts,
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for the year ended 31st March 2007

10

Earnings per ordinary share

Total
Basic
Diluted

Continuing
Basic
Diluted

Discontinued
Basic
Giluted

2007 2006

restated

pence pence
96.9 70.8
95.4 70.5
76.5 64.2
75.3 83.9
20.4 6.6
201 6.6

Earnings per ordinary share have been calculated by dividing the profit attributable to equity holders of the parent company by the

weighted average number of shares in issue during the period.

Earnings

Profit for tha year from continuing operations attributable to equity holders of 1he parent company
Profit for the year from discontinued gperations attributable to equity hoiders of the parent company

Profit for the year attributable 1o equity holders of the parent cormpany

2007 2006
restated

£ millian £ mdion
163.0 138.0
43.5 141
206.5 1521

Profit for the year from discontinued operations attributable to equity holders of the parent company is after taking account of the minority

interests of discontinuad operations of £0.2 milion (2006 £0.4 milion).

Weighted average number of shares in issue
Basic
Dilution for share options and long term incentive plan

Diluted

Earnings per ordinary share before one-off items are calcuiated as follows:

Profit for the year attributable to equity holders of the parent company
Profit on disposal of discontinued operations

Impairment costs

Tax thereon

Profit for the year betore cne-cff items

Earnings per share before ons-off items
Basic
Diluted
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2007 2006
213,219,273 214,895,523
3,312,043 967,320
216,531,316 215,862,843
2007 2006

£ miliion £ méion

208.5 1521

{34.4) -

- 6.0
11 {1.8)

173.2 156.3

2007 2006

pence pence

81.2 727

80.0 72.4




NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

11 Employee and key management personnel costs
ita Employee numbers

The averags manthly number of emoloyeas during the year was:
Catalysts

Precious Metal Products

Pharmaceutical Materials

Corporate and Central Research

Average number of employees - continuing operations
Discontinued operations

Average number of amployees - total

Actual number of employees at 31st March

Group Parent cormparny

restated restated

2007 2006 2007 2008
4,801 4,129 1,426 1,311
1,882 1,788 720 708
599 580 286 267
292 255 260 223
7.574 6,752 2,692 2,509
619 699 53 67
8,193 7.451 2,745 2,576
7,795 7.718 2,79 2,833

The number of temporary employees included above at 315! March 2007 was 178 (2006 174) for the group and 49 (2006 39) for the

parent company.

11b Employee benefits expense

Wages and salaries - continuing operations

Social security costs — continuing operations

Pension and other post-employment costs - continuing operations
Sharg-based payments - continuing operations

Total employee benefits expense - continuing operations

Wages and salaries - discontinued operations

Social security costs - discontinued operations

Pension and other post-employment costs - discontinued operations
Share-based payments — discontinued operations

Total smployee benefits expense — discontinued operations

Total employee benefits expense

Group Porent company
2007 2008 2007 2006
restated restated
£ million £ mlion £ milllon £ m2Bion
228.2 2071 97.8 87.1
22.4 21.2 8.6 80
227 18.3 10.4 10.7
10.9 7.4 9.9 6.3
285.2 254.0 126.5 1121
1.9 13.3 1.3 20
31 29 0.1 01
{0.8) 0.2 {0.8) 0.2
0.9 0.2 0.9 0.2
15.1 16.6 1.5 25
300.3 270.6 128.0 114.6

Termination benefits of £1.2 milion (2006 £5.1 million) for group continuing operations and £1.3 million {2006 £5.7 million) for the group
are not included above. Tarmination benefits of £0.2 million (2006 £4.9 million) for parent company continuing operations and £0.3 milien

{2006 £5.3 million) for the parent company are not included above.

1ic Key management personnel

The key management of the group and parent company consist of the board of directors and the members of the Chiet Executive’s

Committes. Their compensation charged in the year was:

Short term employee benefits

Pension and cther post-employment costs
Share-based payments

Non-executive directors’ fees and benefits

Total compensation of key management perscnnel

Qther than the compensation above there were no transactions with any key management parsonnel. There were no balances

outstanding at the year end.

2007 2008
£ miltion £ million
44 35
0.3 0.7
1.7 0.9
0.5 0.5
6.9 5.6

Information on the directors’ remunaeration is given in the Remuneration Report on pages 42 to 48.
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12 Share-based payments
Share options

Equity settled share options are granted to employees at the average of the market valus of the company’s shares over the three days
prior 16 the date of grant and are subject 10 performance targets over a three year period and have a maximum life of ten years. The
number of shares over which options are granted is based on a percentage of the employes's salary and since 2001 approximately 8OO
employees have been granted gptions each year.

Options granted in 2004 onwards are subject to @ minimum three year performance target of earnings per share (EPS) growth of UK
RPI plus 3% per annum. Cther parformance targets are EPS grewih of UK RPI plus 4% per annum and EPS growth of UK RPI plus
5% per annum. If the performance targets are not met at the end of the three year performance period, the options wilt lapse. Also,
gains are capped at 100% of the grant price.

Options granted in 2001 to 2003 can only be exercised if the normalised EPS has grown by at least UK RPI plus 4% per annum over
any three consecutive years during the life of the options. They are subject to annual retesting until they lapse on the tenth anniversary
of grant. The target had not been met in prévious years and none of these option grants was axercisable. However the target has now
been met and these option grants are exercisable from June 2007.

Some options granted in 2000 and before are still outstanding. These were subject to a performance target of EPS growth of UK RPI
plus 2% over the three year performance period. Since that targst has been met all these options are exarcisable.

Long Term Incentive Plan (LTIP}

Under the LTIP. shares are allocated to directors and cerlain key executives of the group based upan a percentage of salary and are
subject to periormance conditions over a three year period. At 315t March 2007, shares allocated in 2004, 2005 and 2006 {at 31st March
20086, sharss allocated in 2003, 2004 and 2005) were cutstanding in respact of which the performance period has not axpired.

For aflocations made in 2004 onwards 1he releases of shares is subject to a relative total shareholder return (TSR) compared to those
companies ranked 51 to 150 in the FTSE index over a three yea- period. All shares are released it the company ranks in the 76th
percantile or above. Noene of the shares are released if the company ranks in the 50th percentils or below. If the company ranks
between these percentiles 35% to 100% of the shares are released on a straight line basis. In addition EPS growth must be at least
equal 10 UK RPY plus 2% per annum over the thres year perfaormance period before any release is made.

For allocations made prior to 2004, 50% of the allocation is subject to the relative TSR target described abeove. For the remaining 50%.
refease is subject to absolute TSR growth over the three year period. All shares are released if the absolute TSR growth is 45% or
more. Pro-rata aflocations on a straight line basis of between 50% and 100% are released if absolute TSR growth is between 30% and
45%. Half of the allocated shares are released if TSR growth is 30%. No shares are released if growth is below 30%. In addition EPS
growth must be at least equal to UK RPI plus 2% per annum over the three year performance period before any release is made.

Share Incentive Plan (SIP] - UK and Overseas

Under the SIP, all employees with at least ane year of service with the group and who are employed by a participating group company
are entitled to contribute up 10 2.5% of basic pay each month, subject to a £125 per month limit. The SIP trustees buy shares
{partnership shares) at market value each maonth with the contributions. For each partnership share purchased, the group purchases
two shares {(matching shares) which are allocated to the employee. In the UK SIP, if the employee sells or transfers parinership shares
within three years from the date of allocation, the linked matching shares are forfeited. In the Overseas SIP, partnership shares and
matching shares are subject to a three year holding perod and cannot be sold or transfarred during that time.

401k approved savings investment plans (401k plans)

In the US there are two 401k plans, one for salaried employees and one for hourly employees. Salaried emnployees may contribute up
to 50% of their base pay and hourly up to 20% of their base pay. both subject 10 a statutory limit. Salaried employees choasing
Johnson Matthey Pic shares matching are matched 100% of the first 4% contributed and hourly employees are matched 50% of the
first 2% contributed. Employees may contribute after one month of service and are eligible jor matching after one year of service.

Further details of the directors’ remuneration under share-based payment plans are given in the Remuneration Report on pages 42 to 48.

Agtivity relating io share options was:

2007 2007 2008 2006
Welghted Weighted

average average

sxercise exercisa

Number of price Number of price

options pence opbons penca

Cutstanding at the start of the year 8,189,652 948.23 7,282 342 831.85
Granted during the year 1,991,140 1,277.92 2,207.614 1,070.00
Forfaitad during the year (548,057} 999.14 (594,700) 944.68
Exercised during the year {248,973) 871.05 (705,604) 750.62
Outstanding at the end of the year 9,383,762 1,017.26 8,189,652 948.23
Exercisable at the end of the year 364,641 7N 504,780 776.65
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12 Share-based payments {continued)

Onptions were exercised on a regular basis throughout the vear. The average share price during the year was 1.411.78 pance (2008

1,183.92 pence).

Details of share options cutstanding at the end of the year are:

2007 2007 2006 2006
Weighted Weighted
average Bverags
Number of remaining life MHumber of remaning ke
ophions. years oplions years

Range of exercise price
300 pence 1o 400 pence 601 2.0 1,126 3.0
400 pence 10 500 pence 307 23 307 33
500 pence 1o B00 pence 163,282 1.9 218,243 28
600 pence to 700 pence 262 3.3 952 1.5
800 pence to 900 pence 4,324,370 64 4,665,693 7.4
900 pence to 1,000 pence 200,189 3.3 284,162 4.3
1,000 pence to 1,100 pence 2,802,497 7.2 3,019,169 a2
1,200 pence to 1,300 pence 1,892,254 8.3 - -
9,383,762 71 8,189,652 7.5

The fair value of share options granted during the year was 234.3 pence per option (2006 192.4 pence per option}. An adjusted
Black-Scholes optien pricing model was used 10 determine the fair value of the options granted. The inputs 10 the model were:

2007 2006
Share price 1,282p 1,070p
Exercise price 1,299p 1,070p
Expected volatility 18.7% 27.1%
Expected option fife 5 years 5 years
Expected dividend rate 2.32% 2.59%
Risk free interest rata 4.77% 4.26%

Expected volatility was dstermined by calcutating the histarical volatility of the company’s share price over the previous three years.
The expected option life takes into account the effects of expected early exercise, exercise restrictions and behavigural considerations
based on the history of pravious option grants. Given the lew employse turnover and 1he consistency of the historical averaga option
life Black-Scholes is considered to be a suitable stochastic model to use for fair valuing Johnson Matthey'’s share options. The Black-
Schaoles option pricing model is adjusted to take account of the cap which reduces the benefit and cost appearing in the accounts,

During the year 336,483 (2006 423,030} shares were allocated under the LTIP with a fair value at allocation date of 504.7 pence per
share allocation {2006 389.5 pence per shara allocation). The {air value was determined using a Black-Scholes option pricing model
with a zero exercise price, a share price at daie of allocation of 1,283.0 pencea (2006 1,002.5 pence) and an expacted dividend rate
of 2.35% (2006 2.76%). The farr value was adjusted {0 take account of the TSR performance condition.

Activity relating to the LTIP was:

Cutstanding at the start of the year
Allocated during the year

Forfeited during the year

Released during the year

Expired during the year

Qutstanding at the end of the yaar

2007 2006
Number of Number of
allocated allccated
sharmes shares

1,221,994 1,205,842
336,483 423,030
{t4,808) (29,626)
{198,730} -
(235,681)  (377.252)

1,109,258 1,221,994

289,696 (2006 281,921) matching shares under the SIP and 71,879 (2006 91,535) shares under the 401k plans were allocated to
employees during the year. They are nil cost awards on which performance conditions are substantially completed at the date of grant.
Conseguently the fair value of these awards is based an the market vaiue of the shares at that date.

The total expense recognised during the year in respect of aquity settledt share-based payments, taking into account expected lapses
due to leavers and the probability that EPS performance canditions will not ba met, was £11.8 million (2006 £7.6 million).

4
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Post-employment benefits

Group

The group operates a number of post-employment benefits plars around the world, the forms and benefits of which vary with
conditions and practices in the countries concerned. The majarity of the plans are defined benefit which require contributions to be
made into separatety administered funds and retirerment benefits are based on factors such as employees’ pansionable salary and
length of service. Some of the plans are defined contribution, where the raetirement benefits are determined by the value of funds arising
from contributions paid in respect of each employee. The group also makes payments 10 employees’ personal pension plans. The
amount recognised as an expense for defined contribution planz was £2.8 rillion (2008 £2.9 million}.

The major defined benefit plans are pension plans and post-retirement medical plans in the UK and the US. The pension plans are final
salary plans except for the new section of the UK plan which is a career average salary plan and the US houry plan which is a fixed
benefit based upon years of service. Full actuarial valuations we:e carried cut at 1st April 2006 far the main UK pension plan and

30th June 2006 for the US pension plans and the valuations of all of the UK and US plans were updated 1o 31st March 2007 by
qualified independent actuaries. The other UK defined benefit pension plan was merged into the main plan on 1st October 2006.

The main assumglions wers:

2007 2007 2007 2006 2006 2006

UK plans US ptana Other plans UK plans US plrig Other plans

% % % % % %

Rate of increase in salaries 4.60 4.25 3.52 4.40 4.25 357
Rate of increase in pensions in payment 3.10 - 213 2.90 - 2.3
Discount rate 5.40 6.00 4,87 4.90 5.75 4.66
Inflation 3.10 275 2.34 2.90 2.75 2.66
Current medical benefits cost trend rate 7.10 9.00 4.00 6.90 10.00 4,00
Ultiimate medical benefits cost trend rate 710 5.00 4.00 6.0 5.00 4.00

The group uses certain mortality assumptions when calculating plan obligations. The current mortality assumptions for alt major plans
retain prudent allowance for future improvements in longavity and take account of exparience.

The mortality tables used for the group's largest plan, which is in the UK, were PMAS2C2006 with a one and a half years positive age
rating *or male members retiring in normal health and PFAS2C2C06 with a ona and a half years positive age rating for female members

retiring in normal health. Allowance for future mortality improvements was madea in line with the medium cohort versions of these tables.

Shorter longevity assumptions are used for members who retire on grounds of ill-health. Thesa tables lead to a further life expectancy
of an average member currently aged 63 {the plan's normal retirement age for the majonty of its members) and one who refires at age
63 in 23 years time of;

Male Female
Retiring today at age 63 20.8 239
Retiring in 23 years time at 63 224 25.4
The mortality tables used for the other larger plans were:
us RP-2000 for males and famales (projected to 2010) for healthy participants and 1985 Pension Disability Mortality

Table for disabled participants

Netherlands GBM/AV 1995-2000 (-1, -2)
Canada UP 84 generaticnal (including allowance for future moriality improvernents)
South Africa PA(90), rates down 2 years

A onge percentage point change in the assumed medical cost trend rates would have the following effects on:
Ong percentage pot Ncroase Ona percentage point decrease
UK plan

US pian UK plan US plan
£ milion £ million & mdion £ milion
At 31st March 2007
Paost-retirement medical plan expense 0.2 0.3 {0.1) ©.2)
Post-retirement medical plan defined benefit cbligation 1.8 31 (1.5) {2.4)
At 31st March 2006
Posi-retirement medical plan expense 0.2 0.3 {0.2) 0.3
Post-retirement medicat plan defined benefit obligation 20 4.0 {1.5) (3.2)
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13a

Post-employment benefits (continued)
Group [continued)

A 0.1% change in the discount rate and rata of increase in salaries would have the following effacts on the UK pension plan's defined
benefit obligation at 31st March 2007:

0.1% 0.1%
increass decrease
£ millien £ million

Effect of discount rate (14.0} 143
Effect of rate of increase in salaries 3.3 (3.3)
The fair values and expected rates of return for plan assets were;
UK pensions US pensions Cther
Expecied rie Expected rate Expected rate
of relum Ve of refum Valua of return Vave
% £ miSon % £ mZon % £ mitson
At 31st March 2007
Equities 7.75 440.6 8.00 57.3 7.51 8.4
Bonds 4.90 349.6 5.10 22,2 3.09 6.2
Property 6.25 56.3 - - 4.00 0.1
insurance policies - - - - 4.25 1.6
B.47 846.5 7.19 79.5 5.23 26.3
At 31st March 2006
Equities 7.5 411.2 8.00 561 7.62 1241
Bonds 4.50 345.5 5.20 229 3.38 39
Property .00 48.4 - - 4.00 0.1
Insurance policies - - - - 3.82 9.0
B8.25 805.1 7.19 74.0 5.58 251

The defined benefit pension plans do not invest directly in Johnson Matthey Pic shares and no property or other assets owned by the
pensian plans is used by the group. The overall expected rate of return is determined on a country by country basis by reference to
market expectations for each class of asset. It is based upon the forecasts of actuaries and market professionals.

The net post-employment benefits assets and liapilities shown in the balance sheet ane analysed as:

UK post- US post-

retirement retirernant

K medical us medical
penskens benafits pensions benefits COther Tota
£ mikon £ milion £ rmwltien £ milion £ milbon £ miflion

At 31st March 2007
Present value of funded obligations (801.0) - (87.4) - {30.2) (918.6)
Present value of unfunded obligations - (11.6) - (16.5) (3.3} 31.4)
Defined benefit obligation (801.0) {11.6) (87.4) (16.5} (33.5) (950.00
Fair value of plan assets B46.5 - 79.5 - 26.3 952.3
Reimbursement rights - - - 28 - 2.8
Unrecognised past service credit - non-vested - - - (2.8) - (2.8)
Net post-employment benefils assets and liabilities 45.5 (11.8) 7.9) (16.5} {7.2) 2.3
At 31st March 2006

Present value of funded obligations {736.4) - (90.4) - (28.0) (854.8)
Present value of unfunded obligations - (11.9) - {20.2) {2.9) {35.0)
Defined benefit obligation {736.4) (11.9 (90.4) {20.2) {30.9) (889.8)
Fair value of plan assets 805.1 - 79.0 - 251 909.2
Reimbursernent rights - - - 2.6 - 2.6
MNet post-employment benefits assets and liabilities 68,7 {11.9) {11.4) {17.6) {5.8) 220
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13  Post-employment benefits [continued)
13a Group (continued)
These are included in the balance shest as:

2007 2007 2007 2006 2006 2006
Post- Post-
employmant Employse employment Employee
benefits benefits benafits benafits
nal assats obligations Total net assets obligations Total
£ million < million £ milkon £ milion £ milion £ mmelion
UK pension plans 455 - 455 70.6 (1.9 B8.7
UK post-retirement madical benefits plan - (11.6) {11.6) - {11.9) (11.9)
US pension plans - 7.9) (7.9) - {11.4) (11.4)
US post-retirement medical benefits plan - {16.5) {16.5) - {17.6) (i7.8)
Other plans 7 (10.9) 7.2) 4.4 {10.2) {5.8)
Total post-employment plans 49.2 (46.9} 23 75.0 (53.0 220
Other long term employes benefits - (1.4} (3.2)
Total long term employee benefits obligations (48.3) (56.2)
Movements in the defined benefit obligation during the year wera:
UK post- US post-
retrorant retirement
K mectcal us mecical
PansicnNs benefts pensions benefts Other Toa
£ milion £ mition £ mi%on £ méon £ méon £ mélion
At 1st April 2005 613.6) (10.0) {75.7) (17.9) 21.3) (738.5)
Current service cost — in operating profit (18.7) {0.3) (3.7) 0.6) (1.4) {24.7)
Current service cost ~ capitalised 0.2) - - - - 0.2)
Past service cost (1.3 - 0.1 08 0.1 0.7)
Interest cost (32.7) {0.5) (4.6) (1.0) (1.0) (39.8)
Employee contributions {2.9) - - - 0.1 3.0
Actuarial loss (55.0) {1.5) (1.9) 0.3) (7.0 66.2)
Curtailment losses {0.1) - - - - {0.1)
Liabiities extinguished on settlements - - - - 0.9 09
Acquisitions (34.2} - - - - {34.2)
Benefits paid 223 0.4 2.4 04 1.1 26.6
Exchange adjustments - - 7.0 (1.6 1.3 (9.9
At 31st March 2006 {736.4) (11.9) (90.4) 20.2) {30.9) (889.8)
Current service cost - in operating profit (24.8) 0.2) 4.3 0.5) {2.0) {31.8)
Current service cost — capitalised 0.1) - - - - {0.1)
Past service cost - vested 0.3) - {0.7) 0.8 (1.0} 1.2}
Past service cost — non-vested - - - 29 - 29
Interest cost (35.5) 0.6 (4.6} (0.8) (t.4) (42.9)
Employee contributions (3.4} - - - {0.2) {3.6)
Actuarial {loss) / gain {25.9) 0.8 (1.0 {1.4) {1.6) (29.1)
Curtailment gains 09 - - - - 0.9
Benefits paid 24.5 0.3 29 0.4 1.1 292
Exchange adjustments - - 10.7 23 2.5 155
At 31st March 2007 (801.0) (11.6) (87.4) (16.5) {33.5) {950.0)
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13 Popst-employment benefits {continued)

13a Group (continued)
Movements in the fair value of the plan assets during the yaar were;

UK post- US post-

retirement retirement

UK medical us mextcal
peNnsions benelits pensions benefits Cther Total
€ milion £ milkar £ rrillin £ milion £ millon £ milion
At 1st April 2005 857.4 - 64.1 - 14.9 736.4
Expected return on plan assets 44.2 - 4.6 - 0.9 49.7
Actuarial gain 76.4 - 1.0 - 8.1 85.5
Employee contributions 29 - - - 0.1 3.0
Company contributions 17.0 0.4 57 0.4 1.7 25.2
Acquisitions 295 - - - - 29.5
Benefits paid 22.3) 0.4 {2.4) {0.4) {1.1) {26.6)
Assets distributed on setilements - - - - {1.0 (1.0
Exchange adjusiments - -~ 6.0 - 1.5 7.5
At 31st March 2006 8051 - 79.0 - 251 909.2
Expected return on plan assets 504 - 5.2 - 1.3 56.9
Actuarial (loss) / gain 8.4) - 23 - 25 (3.6)
Employee contributions 34 - - - 02 RE:
Cormpany contributions 205 0.3 5.4 0.4 21 28.7
Benefits paid (24.5) 0.3 2.9 0.4 (1.1 (29.2)
Assets distributed on settlements - - - - 0.9) {0.9)
Exchange adjustmenis - - 9.5 - 2.9 (12.4)
At 31st March 2007 846.5 - 79.5 - 26.3 952.3

The actual return on plan assets for UK plans was £42.1 milion (2006 £120.6 million) and for US plans was £7.5 milion (2006 £5.6 million).

Mavements in the reimbursement rights during the year were:

UK post- LS post-

retirement ratirernent

UK medical us medical
pensions benefits pansicns benefits Other Tota
£ milion £ mition £ mdion £ milion £ mélon £ milion
Al 1st April 2005 - - - 20 - 20
Expected return - - - 01 - 0.1
Actuarial gain - - - 0.3 - 0.3
Exchange adjustments - - - 0.2 - 0.2
At 315t March 2006 - - -~ 26 - 26
Expected retun - - - 0.1 - 01
Actuariat gain - - - 0.4 - 0.4
Exchange adjustments - - - {0.3) - 0.3
At 31st March 2007 - - - 28 - 2.8

The cumulative amount of actuarial gains / {losses) recogn sed in the statement of recognised income and expense were:

UK post- US post-

retirement retirernent

LK medical us madical
pensicns benefits pensions benefits. Other Total
£ millon £ million £ milion £ million £ enifion £ milkon
At 1st Aprit 2005 7.0 (0.1) (4.6) 0.1 (4.5) (16.1)
Recognised in year 21.4 (1.5) 0.7 - 0.4 19.6
At 31st March 2006 14.4 (1.6) (5.9) 01 4.1 3.5
Recognised in year (34.3) 08 1.3 {1.00 09 (32.3)
At 31st March 2007 (19.9) (0.8) 4.0} 0.9) 3.2 (28.8)

It is estimated that the group will contribute about £29 milion to the post-employment defined benefit plans during the year ending
31st March 2008,
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for the year ended 31st March 2007

13 Post-employment benefits (continued)
13a  Group (continued)
Amounts recognised in the income statement in respect of these plans were:

LK post. US post-
retrement retirerment
x mecscal us medical
pansions banofits pensions benefits Cther Total
£ mition £, mélion £ metion £ mBon £ mdion £ métion
Year ended 31st March 2007
Current service cost {24.8) {0.2) {4.3) (0.5) {2.0) (31.8)
tnterest on plan ligbilities (35.5) {0.6) {4.6) (0.8) {1.4) (42.9)
Expected reiurn on plan asssts 50.4 - 5.2 - 1.3 56.9
Expected refurn on reimbursement rights - - - 0.t - 0.1
Curtailment gains 09 - - - - 0.9
Settlement iosses - - - - (0.9) 0.9)
Past service cost {0.3) - 0.7 0.8 1.0) (1.2)
Charge to income 9.3) (0.8} (4.4) (0.4) (4.0 {18.9)
Year ended 31st March 2006
Current service cost {18.7) 0.3) 3.1 0.6) {1.4) {24.7)
Interast on plan diabilities @2.1 0.5 {4.6) 1.0) 1.0) (29.8)
Expected return on plan assets 442 - 46 - 09 49.7
Expected return on reimbursement rights - - - 0.1 - 0.1
Curtailment losses 0.1) - - - - 0.1)
Saettlemeant losses - - - - 0.1 0.1)
Past service cost 1.3 - {0.1) 0.8 (0.1) (0.7
Charge 1o income 8.6) {0.8) {3.8) 0.7 (1.7 (15.6)

Of the total charge for the year, £12.5 million {2006 restated £9.5 million) has been included within other cost of sales, £2.4 million
{2006 restated £1.8 milkon) in distribution costs, £4.8 milion {2006 restated £4.3 million) in adminisirative expenses and £0.8 million
cradit (2006 restated £0.2 milion charge} in the profit for the year from discontinued operations.

History of the plans and experience adjustments are;

UK post- US post-
retirement retirernent
UK medical us medical
pensions banefits pensions benefits Other Total
£ milion £ million £ million € milion £ milion £ mifion
Year ended 31st March 2007
Present valus ¢f defined benefit obligation {801.0} (11.6} {87.4) (16.5) {33.5) {950.0)
Fair value of plan assets B46.5 - 79.5 - 26.3 952.3
Reimbursement rights - - - 28 - 2.8
Surplus / {deficit) in the plan 45.5 (11.6) (7.9 {13.7 7.2} 5.1
Experience adjusiments arising on plan liabilities (44.4) 0.5 (1.0} (0.8) 2.8 (42.9)
Experience adjustiments arising on plan assets {8.3) - 23 - 0.3 (5.7}
Year ended 31st March 2006
Present value of defined benefit obligation (736.4) {11.9) (80.4) 20.2) {30.9) (889.8)
Fair value of plan assets 805.1 - 79.0 - 251 909.2
Reimbursement rights - - - 2.6 - 26
Surplus / (deficit) in the plan 68.7 {11.9) {11.4) (17.6) (5.8 220
Experience adjustments arising on plan liabilties 0.7 1.7 1.2y 0.3 1.0 0.5
Experience adjustments arising on plan assets 79.7 - 1.0 - 0.2) 80.5
Year ended 31st March 2005
Present value of defined benefit cbligation (613.6) (10.0) (75.7) (17.9) (21.3) (738.5)
Fair value of plan assets B657.4 - 64.1 - 149 736.4
Reimbursement rights - - - 20 - 20
Surplus / (deficit) in the plan 43.8 (10.0 {11.6) {15.9) {6.4) .1
Experience adjustments anising on plan liabilities 0.8 0.4 0.6) {0.9) {1.1) {1.4)
Experience adjustments arising on plan assets 26.0 - (1.1} - 0.4 253
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13 Post-employment benefits [continued)
13b Parent company

The parent company is the spansaring employer of the group's UK defined benefit pension plan and the UK post-retirement medical
benefits plan. There is no contractual agreement or stated policy for charging the net defined benefit cost for the plan to the individual
group entities. The main assumptions used for these plans are disclosed in ncte 13a.

The fair values and expected rates of return for defined bensfit pension plan assets wera:

2007 2007 2006 2006

Expected rata Expectad rate
of retum Value of refun Value
% £ mition % £ mion
Equities 7.75 440.6 7.75 386.2
Bonds 4.90 349.6 4.50 3383
Property 6.25 56.3 6.00 48.4
6.47 846.5 6.22 773.9

The defined benefit pension plan does not invast directly in Johnsen Matthey Plc shares and no property or other assets owned by the
pension plan is used by the company. The overall expected rate of return is determined by reference to market expectations for each
class of asset. It is based upon the forecasts of actuaries and market professionals.

The net post-employment benafits assets and liabilities shown in the balance sheet are analysed as:

2007 2007 2006 2006

Post- Post-

retirement retrement

medical madcal

Pension benefits Parsion benefits.

£ million £ million € mdion £ miton

Presant value of funded obligations (801.0) - {703.3) -

Present value of unfunded obligations - (11.6) - (11.9

Defined benefit obligation (801.0) {11.6) {703.3) (11.9)

Fair value of plan assets 846.5 - 7739 -

Net retirement benefits assets and liabilities 45.5 (11.6) 706 1.9

Other long term employee benefits - 0.1} T 0.2)

Total long term employes benefits obligations (11.7) (12.1)
Movements in the defined benefit obligation during the year were:

2007 2007 2006 2008

Post- Post-

ratirgment retirarment

maedical medical

Pension benefits Pension benefits

£ million £ million £ mion £ milion

At beginning of year (703.3) ng (613.6) {10.0)

Current service cost - in operating profit {23.9) (0.2 {18.5) 0.3

Current service cost - capitalised {0.1) - 0.2) -

Past service cost {0.3) - (1.3) -

Interest ¢ost {34.7) (0.6) {32.5) 0.5

Employee contributions (3.2) - {2.8) -

Actuarial {loss} / gain (26.5) 0.8 {56.5) (1.5}

Curtailment gains / (losses) 09 - 0.1) -

Benefits paid 24.4 0.3 222 0.4

Transter of plan from subsidiary (34.3) - - -

At end of year {801.0) (11.6) (703.3) {11.9)
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13 Post-employment benefits {continued)
13b Parent company [continued)
Movements in the fair valua of the plan assets during the year were:

2007 2007 2006 2006

Post- Post-

rotiremaent retirernent

medical medical

Pension benefits Persion benelts

£ miltion € million £ mion £ rriion

At baginning of year 773.9 - G57.4 -

Expected return on plan assets 49.2 - 439 -

Actuarial {loss} / gain (6.5) - 75.2 -

Employee contributions 3.2 - 28 -

Company contributions 19.9 0.3 16.8 0.4

Benefits paid (24.4) {0.3) (22.2) (0.4}

Transfer of plan from subsidiary 31.2 - - -

At end of year 846.5 - 7739 -

The actual return on plan assets was £42.7 million {2006 £119.1 miflion).

The cumutative amount of actuarial gains / {losses) recognised in the statement of recognised income and expense were:

2007 2007 2006 2006

Post- Post-

retimmem retirernent

medical medical

Pension benefits Pension benefits

£ million £ million £ méion £ mifion

At beginning of year 1.7 {1.6) (7.0 0.1

Recognised in year (33.0) 0.8 18.7 (1.5)

At end of year (21.3} (0.8) 1.7 (1.6)

It is estimated that the company will contribute about £21 million to the post-employment defined benefit plans during the year ending

31st March 2008.

Histary of the plans and experience adjustments are:

2007 2007 2006 2006 2005 2006
Post- Post- Post-

rotirernent rotirement retirernent

madical medcal medical

Pansion benafita Pension benefits Pension benefits

£ million £ milllon £ mkion £ million £ milkon £ mion

Present value of defined benefit obiigation (801.0} {11.6) (703.3) (11.9) 613.6) (10.0)
Fair value of plan assets B846.5 - 7739 - 657.4 -
Surplus / {deficit) in the plan 45.5 {11.6) 70.6 (11.9) 43.8 {10.0)
Experience adjustments arising on plan liabilties {41.0) 0.5 0.8 1.7 08 0.4
Experience adjustments arising on plan assets (6.5) - 75.2 - 26.0 -
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14 Property, plant and equipment

14a Group
Assgts in
Freehokd land Long & shodt Plant & the course of
& buidings lsasshold machinery construction Tota
£ méion £ milkion £ milion £ miion £ million

Cost
At 1st April 2005 2319 16.4 693.4 38.2 979.9
Additions 19.4 0.5 68.9 25,2 114.0
Acquisitions 6.6 0.2 3.4 0.4 106
Reclassifications 1.9 - 54 {7.3) -
Disposals - 0.1) (18.5} {3.7} (22.3)
Exchange adjustments 9.3 0.5 29.5 2.4 1.7
At 31st March 2008 269.1 17.5 7821 55.2 1,123.9
Additions 10.0 0.9 83.4 35.8 110.1
Acquisitions 0.1 - 0.6 - 0.7
Reclassifications 31 0.2 40.6 43.9) -
Transferred to non-current assets classified as held for sale - - (4.5) - 4.5)
Disposals (1.6} 0.1 {10.5) - (12.2)
Disposal of businesses (note 40) (27 .4) 0.4) {64.9) 5.3 (98.0)
Exchange adjustments (16.3) {0.8) {50.1) 3.8 (71.0)
At 31st March 2007 237.0 17.3 756.7 8.0 1,048.0
Accumulated depreciation and impairment
At st April 2005 55.5 6.4 325.0 - 386.9
Charge for the year 7.3 0.8 56.6 - B64.7
Impairment losses (noie 3) 1.0 - 5.0 - 6.0
Disposals - {0.%) 2.7) - {12.8)
Exchangs adjustments 25 02 15.3 - 18.0
At 31st March 2006 66.3 7.3 389.2 - 462.8
Charge for the year 7.7 0.8 60.1 - 68.6
Reclassifications 0.7 - 0.7 - -
Impairment kesses (note 24) - - 09 - 0.9
Transferred to non-current assets classified as held for sale - - {4.1) - (4.1)
Disposals 0.7 0.1} 16.8) - (7.6)
Disposal of businesses (note 40) (5.2) 0.1 (36.9) - (41.4)
Exchange adjustments 4.5) 0.3) (26.1) - (30.9)
At 31st March 2007 62.9 7.6 3778 - 448.3
Carrying amount at 31st March 2007 174.1 9.7 378.9 38.0 600.7
Carrying amount at 31st March 2006 202.8 10.2 3929 55.2 661.1
Carrying amount at 1st April 2005 176.4 10.0 368.4 38.2 593.0

The carrying amount of plant and machinery includes £3.2 million (2006 £3.4 million) in respect of assets held under finance leases.
Compensation received for impaired or lost property, plant and equipment was £ nil (2006 £ nil).
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14  Property, plant and equipment
14b Parent company

Assets in
Fraenaid land Long & short Piant & the course of
& buidings leasehoid machinery construction Total
£ mehon £ miton £ miion £ meion £ miion
Cost
At 1st April 2005 87.5 1.9 2723 17.3 359.0
Additions 11.4 - 328 - 44.2
Reclassifications - - 23 {2.3} -
Disposals - - (15.6) - (15.6)
At 31st March 2006 78.9 1.9 291.8 15.0 387.6
Additions 56 - 24.8 13.0 43.4
Acquisitions - - 0.3 - 0.3
Rectassifications 1.3 - 14.7 (16.0) -
Disposals 0.3 - (3.4) - 3.7
Disposal of businessas (1.2 - (2.5) - 3.7
At 31st March 2007 84.3 1.9 325.7 12.0 423.9
Accumulated depreciation and impairment
At 1st April 2005 20.6 1.8 1091 - 131.5
Charge ior the year 2.4 - 223 - 24.7
Impairmeant losses 1.0 - 5.0 - 6.0
Disposals - - {10.2) - {10.2)
At 31st March 2006 24.0 1.8 126.2 - 152.0
Charge for the year 2.4 - 24.5 - 26.9
Reclassifications 0.9 - 0.7 - -
Disposals ©.2) - (2.9) - 8.1
Disposal of businesses 0.2) - 0.9 - (1.1)
At 31st March 2007 25.3 1.8 147.6 - 174.7
Carrying amount at 315t March 2007 59.0 0.1 1781 12.0 249.2
Carrying amount at 31st March 2006 54.9 0.1 165.6 15.0 235.6
Carrying amaunt at 1st April 2005 46.9 Q.1 163.2 17.3 2215

The carrying amount of plant and machinery includes £3.2 million {2008 £3.4 million) in respect of assets held under finance leases.
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15  Goodwill
Parent
Growp coenpany
£ mZion € mefion
Cost

At 1st Apnil 2005 375.1 248.2
Additions, {air value adjustments and adjustmenis to cons deration (note 39) 221 -
Exchange adjustments 5.2 -
At 31st March 2006 402.4 248.2
Additional fair value adjustments and adjustments o consideration {nota 39) 0.7 -
At 31st March 2008 (restated) 403.1 248.2
Additions, fair value adjustments and adjustments o gons.deration {note 38) 4.3 1.3
Disposals (note 40} 0.4 -
Exchange adjustments {7.8) -
At 31st March 2007 399.2 249.5

Impairment
At 151 Aprl 2005, 31st March 2006 and 31st March 2007 - -
Carrying amount at 31st March 2007 398.2 249.5
Carrying amount at 31st March 2006 (restated) 403.1 248.2
Carrying amount at 1st April 2005 3751 248.2

Goodwill arising on 1he acquisition of businessas is allocatad, at acquisition, to the cash-generating units (CGUs) that are expected to
benefit from that business combination. Goodwill is allocated as follows:

Growp Paren compeny
2007 2006 2007 2006
restated
€ million £ milion £ million T millicn
Catalysts

Synetix (including the process diagnostics business of Quest TruTec) 184.3 193.9 132.4 132.2
Research Chemicals 213 21.3 - -
Johnson Matthey Tennessee 19.0 215 - -
Davy Process Technology Limited (OPT) 226 226 - -
Other Catalysts 34 59 - -
Precious Metal Products 3.8 2.1 - -

Pharmaceutical Materials
Macfaran Smith (including the business of United Farmaceuticals Limited) 171 116.0 1174 118.0
Pharma Services / Ireland 17.6 19.4 - -
Ceramics - 0.4 - -
399.2 403.1 249.5 248.2

The group and parent company test goodwill annually for irnpairment, or mora frequently if there are indications thal goodwill might be
impaired. The recoverable amounts of the CGUs are determined using value in use calculations which use cash fow projections based
on financial budgets and plans approved by management, generally covering a three year period. The budgets and plans are based on
a number of key assumptions including market share, expected changes to selling prices, produc! profitability, the Ikelihood and timing
of new product launches, foreign exchange rates, precious metal prices and other direct input costs. Market share, changes in seling
prices, product profitability, precious metal prices and other direct input costs are based on past experience and management’s
expectations of future changes in the markets using external sources of information whers appropriate. Foreign exchange rates are
based on actual rates at the time the budgets were prepared and are held canstant over the three years. New product launches are
based on management's best estimate of what may happen. Apart from as discussed below, it is not considered that a reasonably
possible change in any of these assumptions would generate a different impairment test outcome. These cash flows are then
extrapolated using the long term average growth rates for the relevant products, industries and countries in which the CGUs cperate.
The cash fiows are discounted at the group's estimated pre-tax weighted average cost of capital of 11.2% (2006 11.3%), as thisis
considered to be a discount rate a typical third party purchaser would also use to value the significant CGUSs.

For Synetix the long term average growth rate is 5% (200€ 5%}, for Research Chamicals 5% (2006 4%), for Johnsen Matthey
Tennassea 4% (2006 3%), for DPT 5% (2006 3%) and Mactaran Smith 5% {2006 6%).

For Pharma Services / Ireland, where its cash flows are expected 1o grow significantly due to new prostaglandin product launches over
the next few years, cash flow projections cover a five {2006 six) year period and then a long term averaga growth rate of 6% (2006 6%)
is used to extrapolate these cash flows. If some of these product launches de not happen as expecied an impairment f0ss may arise.
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16
16a

Other intangible assets
Group

Cost

At 1st April 2005
Additions

Acquisitions

Exchange adjustments
At 315t March 2006
Additions

Acquisitions

Disposals

Disposal of businesses
Exchange adjustments

At 31st March 2007

Accumulated amortisation and impairment
At 1st April 2005

Charge for the year

Exchange adjustments

At 31st March 2006
Charge for the year
Disposals

Disposal ¢of businesses
Exchange adjustments

At 31st March 2007

Carrying amount at 31st March 2007
Carrying amount at 315t March 2006

Camying amount at 1st Aprit 2005

Customer Patents,
coOnracts and Corrputer Development

i ¥ software and kcences expenditure Total
€ mZion £ miSon £ mifon £ mZion £ mdfon
0.2 278 - 8.8 46.6

- 26 0.7 67 10.0

8.7 - 1.9 - 8.5

- 09 - 1.2 2.1

8.9 311 28 28.7 67.3

- 1.9 - 78 9.7

0.4 - - - 0.4
- 0.7} - - 0.7)
- 0.1 - - 0.1
{0.1) (1.4) - 2.1 (3.6
7.2 30.8 28 324 73.0
0.1 16.7 - 3.4 19.2
09 38 - 14 6.1

- 0.6 - 01 0.7

1.0 20.1 - 4.9 26.0
30 31 0.3 2.5 8.9
- 0.6) - - {0.6)
- 0.1) - - {0.1)
{0.1) .0 - {0.2) (1.3)
39 21.5 03 7.2 329
33 9.3 23 252 40.1
5.9 1.0 26 218 41.3
0.1 11.9 - 15.4 27.4

The carrying amount of development expendtura includes £11.1 million (2006 £18.1 million) which is not yet being amortised as the

assats ars not yet available for use. These assels are tested for :mpairment annually and no impairment has been found.
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16  Otherintangible assets [continued)

16b Parent company
Cormputer Development

software ewpendiure Total
£ mélion £ mon £ mitson

Cost
At ist Apnl 2005 11.8 34 15.2
Additions 0.9 0.3 1.2
At 31st March 2006 12.7 37 16.4
Additions Q9 03 1.2
Disposals 0.2) - 0.2
At 31st March 2007 13.4 4.0 17.4
Accumulated amortisation and impairment
At 1st April 2005 6.4 1.5 7.9
Charge for the ysar 1.8 0.6 2.4
At 31st March 2006 8.2 241 103
Charge for the year 1.4 0.4 1.8
Disposals 0.2 - 0.2)
At 31st March 2007 9.4 25 11.9
Canrying amount at 31st March 2007 4.0 1.5 5.5
Carrying amount at 31st March 20086 4.5 1.6 8.1
Carrying amount at 1st April 2005 5.4 1.9 7.3

The carrying amount of development expenditura includes £0.6 million (2006 £0.3 million] which is not yet being amortised as the
assets are not yet available for use. These assets are tested for impairment annually and no impairment has been found.

17 Investments in subsidiaries

Cost of
investments in Accumndated Carmyng
£ mition £ mision £ mtion
AL 1st April 2005 458.7 (1.5) 455.2
Additions 40.6 - 40.6
Acquisition from subsidiaries 8.2 - 8.2
Impairment loss - 0.5 0.5
Dividends received out of pre-acquisition profits of subsidiary {11.0) - (11.0)
At 31st March 2006 4945 (2.0 4625
Additions 0.2 - 0.2
Capital reduction of subsidiary (2.9 - 2.7)
Impaimment loss - {147.5) {147.5)
At 31st March 2007 492.0 (149.5) 342.5

The principal subsidianes ara shown on page 97.

As a result of group restructurings the parent company has written down its investments in subsidiaries.
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18 Investments in associates

2007 2006

£ million £ miion
At beginning of year 4.3 48
Group's share of profit / {loss) of associates for the year 0.9 0.2)
Drvidends paid {0.5) 0.1)
Purchase of remaining interests - 0.1)
Exchange adustments 0.1 0.1)
At end of year 4.8 4.3

The group's associate is AGR Matthey, which is a partnership operating in Australia in which the group has a 20% interest. Oximet SrL,
which is incorporated in ltaly, was an associate, with the group holding a 33% interest, until the group bought out the remaining
interests on 6th September 2005 (see note 39).

Summarised financial information in respect of the group's associates is:

2007 2006
£ million £ malion
Total assets 47.8 28.1
Total liabilties (30.8) {12.9)
Net assets 17.0 15.2
Total revenue 23.7 19.6
Total profit / {loss) for the year 47 (1.2
19  Available-for-sale investments

2007 2006
£ miltion £ mtion

Non-current
Unquoted investments 4.8 5.9
Non-current available-for-sate investments 48 59

Current

Investments quoted on the London Stock Exchange 0.2 0.1
Current available-for-sale investments 0.2 oA

20 Inventories

Group Parent company

2007 2006 2007 2006
£ million £ meion £ mitlion £ metion
Raw materials and consumables 83.2 76.1 26.3 23.0
Work in progress — precious metals 85.2 90.2 8.4 48.3
- other 52.5 36.5 340 21.3
Finished goods and goods for resale 141.8 143.0 30.5 28.0
362.7 3458 99.2 120.6

The group also holds customers' materials in the process of refining and fabrication and for other reasons.
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21 Construction contracts

Group
2007 2006
£ million £ mion
Contract revenue recognised 48.1 6.8
Contracts in progress at the year end:
Costs incurred plus recognised profits less recognised losses to date 48.7 6.6
Amount of advances received 155 12.3
22 Trade and other receivables
Group Parent
2007 2006 2007 2006
£ million £ m2ion £ million £ mBion
Current
Trade receivables 473.5 422.5 185.9 159.8
Allowances for bad and doubtiul debts {4.0) 6.4} 0.9 {1.2)
Trade receivables net of alowances 469.5 4161 185.0 158.6
Amounts receivable from construction ¢ontract customers 10.3 9.1 - -
Amounts receivable from subsidiaries - - 814.0 938.8
Prepaymenits and accrued income 29.6 26.7 10.8 9.9
Other receivables 17.9 26.6 7.0 3.1
Current trade and other receivables 527.3 478.5 1,016.8 1,130.4
Non-currant
Amounts receivable from subsidiaries - - 297.4 195.5
Prepayments and accrued income 0.2 - - -
Other receivables 0.2 0.2 - -
Non-current trade and other receivables 0.4 0.2 297.4 195.5
23 Trade and other payables
Group Parant company
2007 2006 2007 2006
restated
£ million £ mdion £ million £ malion
Current
Trade payables 243.1 2039 59.1 53.7
Amounts payable to construction contract customers 20.4 16.6 - -
Amounts payable to subsidiaries - - 656.7 480.0
Accruals and daeferred income 120.4 115.0 447 43.0
Other payables 321 50.4 13.2 279
Current trade and other payables 416.0 385.9 773.7 604.6
Non-current
Amounts payable to subsidiaries - - 83.7 227.0
Other payables 1.2 0.8 - -
Non-current trade and other payables 1.2 0.8 83.7 2270

24  Non-current assets classified as held for sale

At the end of March 2007 a contract was signed to sell the Hang Kong refinery business and this was completed on 4th May 2007.
The plant and machinery has been written down to fair va'ue less costs to sell and transferred to non-current assets classified as held
for sale. The impairment of £0.8 million was charged to other cost of sales.
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25 Netdebt
Group Parent company
2007 2006 2007 2006
£ million £ mon £ million £ m3on
Non-current bormowings, finance leases and related swaps
Bank, other loans and relatad swaps
5.67% US Dollar Bonds 2016 75.4 - 754 -
4.95% US Dollar Bonds 2015 98.9 109.9 98.9 109.9
5.55% US Dollar Bands 2013 51.0 - 51.0 -
5.17% Stering Bonds 2013 40.0 400 40.0 40,0
4,935% LS Doltar EIB Loan 2011 51.0 576 51.0 57.6
4.25% US Dollar Bonds 2010 153 17.3 15.3 17.3
Interest rate swaps designated as fair value hedges 33 5.0 3.3 5.0
Cross cumency interest rate swaps dasignated as cash flow hsciges 7.7 56 7.7 56
Other repayable after five years 25.5 5.5 25.5 -
Other repayable from four to five years 4.6 18.8 - 18.5
Other repayable from threa to four years 18.7 03 18.5 -
COther repayable from two t0 three years 15.7 146.3 15.4 31.4
Other repayable from one to two years 0.3 45.0 - 38.4
Finarnce leases repayable
After five years 20 23 2.0 2.3
From four 10 five years 0.2 0.2 0.2 0.2
From three to four years 0.3 03 0.3 0.3
From two to three years 0.3 0.3 0.3 0.3
From one ta two years 0.3 0.3 0.3 0.3
Non-current borrowings, finance leases and related swaps 410.5 454.7 405.1 3271
Current borrowings and finance leases
Bank overdrafts 13.2 7.9 174 16.6
6.36% US Dollar Bonds 2006 - 57.6 - 87.6
Other bank and other loans 14.0 24.5 24 1.0
Finance leases 0.3 0.3 0.3 0.3
Current borrowings and finance leases 275 90.3 201 85.5
Total borrowings, finance leases and related swaps 438.0 545.0 425.2 4126
Less cash antd deposits 73.2 133.0 9.9 26.6
Net debt 364.8 412.0 4153 386.0

Of the 4.95% US Dollar Bonds 2015 US$35.0 milion have been swapped ino sterling at 5.15% and US$165.0 milion have been
swapped into floating rate US doilars. All the 4.25% US Dollar Bonds 2010 have been swapped into stering at 4.93%. All the 5.67%
LS Dollar Bonds 2016 have been swapped into fioating rate US dollars. The interest rate implicit in the finance leases is 5.9% and the
lease term ends in 2017. Apart from the bonds. EIB loan and finance leases shown separately above. all the loans, overdralts and tank
deposits are denominated in various currencies and bear interest at commaercial floating rates.

26  Other financial assets

Group Parent company

2007 2006 2007 2006

£ million £ mdlion £ million £ rmdlion

Forward foreign exchange contracts and options designated as cash flow hedges 1.2 oA 1.3 0.3

Forward foreign exchange contracts and currency swaps held for trading 1.1 25 1.5 28
Foreign exchange swaps designated as hedges of a net investment in forsign

operations 0.4 0.1 - -

Embedded derivatives 0.5 0.5 0.5 0.5

3.2 3.2 33 3.4

82 Johnson Matthey




NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

|

|
27
28

|

|

|

|

|

|

28a

28b

Other financial liabilities

Group Perent company

2007 2006 2007 2006

£ million £ miion € million £ métion

Forward foreign exchange contracts and options designatec] as cash flow hedges - 1.2 0.2 1.2

Forward foreign exchange contracts and curmency swaps heid for trading 1.9 23 21 31
Foreign exchange swaps designated as hadges of a nat invesiment in foreign

operations 01 07 - -

2.0 42 2.3 4.3

Financial risk management

The group’s and parent company’s activities expose them to a variety of financial risks including market risk, credit risk, liquidity risk
and cash flow interest rate risk. Market risk includes currency risk, fair value interest rate risk and price risk. The main financia! risks
managed by the group and parent company, under policies approved by the beard, are foreign currency risk, interest rate risk, liquidity
risk and credit risk. The group and parent company use derivative financial instruments, in particular forward currency contracts and
cumency swaps, 1o manage their financial risks associated with their undertying business activities and the financing of those activities.
Some derivative financial instruments used to manage financial risk are not designated as hedges and so are classified as ‘held for
trading’. The group and parent company do not undertake any trading activity in financial instruments.

Interest rate risk

The group's and parent company's interes! rate risk arises from their fixed rate borrowings (fair value risk) and floating rate borrowings
{cash flow risk). Their policy is to optimise interest cost and reduce volatility in reported earnings. They manage their risk by reviewing
the profle ¢f their debt regularly on a currency by currency basis and by selectively using interest rate and cross currency swaps.

The group and parent company have dasignated the US dollar fixed rate to US dollar floating rate swaps as fair value hedges as they
hadge the changes in fair valus of the bond attributable 1o changes in interest rates. The group and parent company have designated
the US dollar fixed interest rate to sterling fixed interest rate cross curency swaps as cash flow hedges as they hedge the mavement
in the cash flows of the hedged bonds attributable to changes in the US dollar / sterling exchange rate. The cash flows are expected
1o oceur in 2010 and 2015 when the respective bands which they hedge mature. The interest element of the cash flow hedges is
realised in the income statement each year and the exchange effect is expected to ba realised in the income statement in 2010 and
2015, At 31st March 2007, 51% (2006 49%) of the group’s net debt and 45% (2006 52%) of the company’s net debt was at fixed
rates with an average interest rate of 5.20% (2006 5.43%). The remaining debt is funded on a floating rate basis. A 1% change in all
interest rates would have a 0.8% impact on the group’s profit before tax. This is within the range the board regards as acceptable.

Liquidity risk

The group’s and parent company’s policy on funding capacity is to ensure that they always have surficient long {erm funding and
committed bank facilities in place to meet foreseeable peak borrowing requirements. Within long term dabt of £410.5 million at

31st March 2007 (2006 £454.7 million), the greup had bormwings under committed bank facilities of £15.4 million {2006 £191.0 milion).
The parent company’s long term debt at 31st March 2007 was £405.1 million (2006 £327.1 milion) including committed bank borrowings
of £15.4 million (2006 £69.8 milion). The group and parent cormpany also have a number of uncommitted facilities, including metal leases,
and overdraft lines at their disposal.

Geoup Parent compenry
2007 2008 2007 2006
£ million £ mon € million £ m2%on
Undrawn committed horrowing facilities
Expiring in more than one year but not more than two years 50.0 45.1 50.0 45.1
Expiring in more than two years 244.6 53.9 244.6 53.9
294.6 99.0 204.6 99.0
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Financial risk management (continued)

Foreign currency risk

The group cperates globally with the majority of its profits earned outside the UK. It has significant investrents outside the UK with the
largest single investmant being in the USA. In order to pratect the group’s sterling balance sheet and reduce cash flow risk the group
has financed most of its investment in the USA, Europe, Japan and China by borrowing US dollars, euros, yen and renminbi
respectively. Aithough an elernent of this funding is cbtained by directly borrowing the relevant currency, a large part is achieved through
currency swaps which can be more efiicient and reduce ¢osts and credit exposurs. The group has designated the currency swaps and
one loan as hedges of net investments in foreign operations as they hedge the changes in values of the subsidiaries’ net assets against
movements in exchange rates.

The main currancies of the net debt after taking into account the effect of the currency swaps were:

Group Group Parent company Parent company
Bomowings Bormowings Cash Cash Borrowings Borrowings Cash

2007 2006 2007 2006 2007 2006 2007 2006
£ miltion £ meion £ million £ maion € million £ milion £ milfion £ maion
Sterling 105.3 118.4 192.7 105.5 102.1 117.2 186.4 84.2
US dollar 170.5 287.5 121 36.5 164.6 152.6 11 16.2
Euro 232.2 17341 - 78 250.2 184.4 - -
Japanese yen 57.9 248 - 4.3 60.3 248 - -
South African rand 24.8 2.3 - 1.8 154 - - -
Hong Kong dollar - - 17.4 17.4 2.4 - - -
Chinese renminbi 7.2 11.6 4.1 6.2 85 6.0 - -
Swiss franc - - 5.9 0.4 - 18 2.2 -
South Korean won 2.7 - 4.3 2.4 - - - -
Malaysian ringgit 1.2 [+ B 1.6 8.7 - - - -
Brazilian real - - 0.2 78 - - - -
Other currancies 3.7 1.8 2.4 9.0 4.9 0.4 0.4 0.8
605.5 619.6 240.7 207.6 605.4 487.2 190.1 101.2

The group and parent company use forward exchange contracts, and occasionally currency options, to hedge foreign exchange
exposures arising on forecast receipts and payments in foreign cumencies. These are designated and accounted for as cash flaw
hedges. The majority of the cash flows are expected to occur and the hedge effect realised in the income statement in the year ending
31st March 2008.

The main impact of movements in exchange rates on the group’s results arises on translation of overseas subsidiaries’ profits into
steriing. The group's largest exposure is to the US dollar and a & cent (2.6% (2006 2.8%)} movement in the average exchange rate for
the US dollar against starling has a 0.8% (2008 0.8%) impact on operating profit. The group is also exposed to the euro and a 5 cent
{3.4% (2006 3.4%) movement in the average exchange rate for the eum against sterling has a 0.4% (2006 0.6%) impact on operating
profit. This exposure is part of the group's economic risk of operating globally which is essential to remain competilive in the markets in
which the group operates.

Credit risk

Within certain divisions, the group and parent company darive a significant proportion of their revenus from sales to major customers.
Sales to individual customers are frequently high if the value of crecious metals is included in the price. The failure of any such company
to honour its debts could materially impact the group's and parent company’s resuits. The group and parent company derive significant
benefit from trading with their large customers and manage the risk at many levels. Each business and division has a credit committee
that regulary monitors its exposure. The Audit Committee receives a report evary six months that details alt significant credit limits,
amounts due and amounts overdue within the group and the relavant actions being taken. As at 31st March 2007 {and at 31st March
2006), no singie outstanding balance exceedad 2% of the company's market capitalisation.

The credit risk on cash and deposits and derivative financial inst-uments is limited because the counterpariies are banks with high
credit ratings. As at 31st March 2007, the maximum exposure with a single bank for net deposits was £11.3 million {2006 £16.5 milion)
for the group and £7.0 million (2006 £14.4 million) for the parent company, whilst the largest mark to market exposure for forward
foreign exchange contracts to a single bank was £0.8 million (2006 £0.5 million) for the group and parent company.

The group guarantees its share of the borrowings and precious metal leases of its associates and its exposure at 31st March 2007
was £0.8 milion (2006 £1.5 million). At 31st March 2007 the grcup and parent company guaranteed £3.3 million of the borrewings

of subsidiaries of Endeka Ceramics, former subsidiaries of the group (note 40). The parent company also guarantees soma of its
subsidiaries” borrowings, partly through interest netting arrangements, and precious metal leases and its exposure at 31st March 2007
was £16.1 million (2006 £155.0 million).
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28
28e

28f

Financial risk management (continued)
Fair value of financial instruments — group

2007 2006
Camrying Fair Canrying Fear
amount value amount vale
restated restated
£ miltlon £ mitlion £ miion £ milion
Quoted available-for-sale invastments 0.2 0.2 01 0.1
Unquoted available-for-sale investments 4.8 4.8 59 59
Trade receivables 469.5 469.5 416.1 416.1
Trata payables (243.1) (243.1) (203.9) (203.9)
Amounts receivable from construction contract customers 10.3 10.3 9.1 9.1
Amounts payable to construction contract customers {20.4} (20.4) (16.6) (16.6)
Other receivables 17.9 17.9 139 13.9
Other payabtes {32.1} (32.1) (50.4) (50.4)
Cash and deposits 73.2 732 133.0 133.0
US Doltar Bonds 2006, 2010, 2013, 2015 and 2016 (240.6} (242.8) {184.8) (182.9)
US Dollar EIB Loan 2011 {51.0} {50.9) (57.6) (56.3)
Sterling Bonds 2013 {40.0} (38.5} (40.0) (39.4)
Cther non-current borrowings and finance leases {67.9) (67.9) {219.3) (219.3)
Other current borrowings and finance feases {27.5) (27.5) (32.7) (32.7)
Intgrest rate swaps designated as fair value hedges {3.3) 3.3) {5.0) (5.0
Cross currency interest rate swaps designated as cash flow hedges 7.7 7.n 5.6) (5.6)
Forward foreign exchange contracts and options designated as cash flow hedges 1.2 1.2 (1.1 {1.1)
Forward foreign exchange contracts and currency swaps hald for trading (0.8) {0.8) 0.2 0.2

Foreign exchange swaps designatsd as hedges of a nat invastment in

foreign operations 0.3 0.3 0.6) 0.6)
Embedded derivatives 0.5 0.5 0.5 0.5
Non-current other payables 1.2 (1.2) 0.8 0.8)
157.7) {158.3) (239.6} {235.8)

The fair value of quoted invesiments is based on market value. It is not possible to determine reliably the fair vatue of the unquoted
available-for-sale investments. The fair values of the bonds and interest rate swaps are calcufated by discounting future cash flows to
net present values using approgriate market interest rates prevailing at the year end. The fair value of the cross currency interest rate
swaps is the market value of equivalent swaps which could be taken out at the balance sheet date with the same banks, the same
maturity dates and identica! terms. The fair value of forward exchangse contracts and currency swaps represents the unrealised gain or
loss on revaluation of tha contracts to year end forward exchange rates obtained from the banks the contracts are with, The fair value
of tha embedded derivatives are calcutated by using a suitable valuation technique. The fair value of all other financial instruments is
approximately equal to bock value due 1o their size, short term nature or the fact that they bear interest at floating rates.

Fair value of financial instruments — parent company

2007 2006

Canying Fair Camying Far

amount value amount vale

£ million £ million £ milion £ miion
Trade receivables 185.0 185.0 158.6 158.6
Trade payables (58.1) (59.1) 53.7) {53.7)
Amounts recelvable from subsidiaries 1,111.4 1,109.7 $,134.3 1,136.8
Amounts payable to subsidiaries (740.4) {740.4) (707.0) (707.0)
Cther receivables 7.0 7.0 3.1 31
Qther payables {13.2} {13.2 (27.9) 27.9)
Cash and deposits 9.9 9.9 268 26.6
US Doltar Bonds 2006, 2010, 2013, 2015 and 2016 (240.6) (242.8) {184.8) (182.9)
US Doltar EIB Loan 2011 {51.0} (50.9} (57.6) {56.3)
Sterling Bonds 2013 {40.0) (38.5) (40.0) {39.4)
Other nen-current barrowings and finance leases {62.5) (62.5) 91.7) 91.7)
Other current borrowings and finance leases (20.1) {20.1) (27.9) {27.9)
Interest rate swaps designated as fair value hedges 3.3 {3.3) (5.0 (5.0)
Cross cumency interest rate swaps designated as cash flow hedges 7.7 7.0 (5.6) (5.6)
Forward foreign exchange contracts and options designated as cash flow hedges 1.1 11 0.9 0.9
Forward foraeign exchange contracts and currency swaps held for trading (0.6) (0.6) 0.5) {0.9)
Embedded derivatives Q.5 0.5 0.5 05

76.4 74.1 120.5 126.9

The bases for the fair values is as described in note 28e.
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29  Provisions and contingent liabilities

29a Group
Warranty &
Rastrucixing 1echnology Cther

provisions provEsions provisions Total

£ mion £ miion £ mison £ mZon

At 1st April 2006 0.8 76 59 143
Charge for year 42 29 a5 10.6
Utilised 2.7 2.0 {1.9) (6.6
Released 0.1) 1.7 {0.2) 1.4)
Exchange adjustments - {0.7) {0.4) {0.5)
At 31st March 2007 2.2 7.3 69 16.4
2007 2006

£ million £ maion

Current 7.7 9.1
Non-current 8.7 5.2
Total provisions 16.4 14.3

The restructuring provisions relate to Catalysts Division and Precious Metal Products Division and are expected 10 be fully spent in 2008.

The warranty and technology provisions represent management's best estimate of the group's liability under warranties granted and
remedial work required under technology licences, based on past experience in Catalysts Division. Warranties generalty cover a period
up to three years.

The other provisions include environmental, legal and relocation provisions. Ameunts provided reflect managemaent'’s best estimate of
the expenditure required to settle the gbligations at the balance sheet date. It is possible that these and further contingent
environmental and legal liabilities may give rise to expenditure abova that provided. Further details of environmental and legal provisions
and contingent liabilities are not provided to avaid the potential of seriously prejudicing the group’s stance in law.

Details of the guarantees given by the group are disclased in note 28d.

29b Parent company

Rastructuning Warranty Other
Lo s provis Total
£ miion £ miion £ medion £ mion
At 1st April 2006 03 o8 55 6.6
Charge fer year 2.6 - 09 35
Utilised {1.0) - {0.6) {1.6)
Released 0.1 - - {0.1)
At 31st March 2007 1.8 0.8 58 B.4
2007 2006
£ million £ million
Current 26 2.0
Non-current 58 4.6
Total provisions 8.4 6.6

The restructuring provisions relate o Catalysts Division and Precicus Metal Products Division and are expected to be fuly spent in 2008,

The warranty provisions represent management's bast astimate of the parent company's liability under warranties granted, based on
past experience in Catalysts Division.

The other provisions includa relocation provisions and provisions to buy metal 1o cover positions created by the parent company selling
metal belonging to subsidiaries. Amounts providsd reflsct management's best estimate of the expenditure required to settle the
obligations at the balance sheet date.

Detalls of the guarantees given by the parent cormpany are disclosed in note 28d.
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30 Deferred taxation

30a Group

Transiation

Property, Post- Ciffexences

plant & amploymant on foreign
equipmerst benefits curmency loans Inverttories. Other Tatal
£ mithcn £ miion £ mition £ miion € miton £ melion
At 1st April 2005 67.2 24 (14.5) {13.5) 1.0 42.6
IFRS transition adiustment for financial instruments - - - - 1.2 1.2
Charge / (credit) to incoma 3.1 {3.5) 0.9 (17.9) 18.8 0.1

Tax on items taken directly to or transferred
from equity - 4.4 8.3 - (9.5) 1.2
Acquisitions 0.1} - - - - 0.1
Exchange adjustrnents - - 0.4 - 0.1 0.3
At 31st March 2006 702 33 {8.0) (31.4) 1.2 453
(Credit) / charge to incormne 8.9) 8.8 2.2 3.3) 8.1 45
Tax on items taken directly to or transferred

from equity - 9.5) 5.7) - (3.1) (18.3)
Disposals (note 40) 3.1) - - 0.4 - 2.7}
Exchange adjustments {(0.3) - 0.1) 0.8) - {1.2)
At 31st March 2007 59.9 26 (16.0) {35.1) 16.2 27.6
2007 2006
£ mitlion £ mdion
Deferred tax assets 89 4.4
Deferred tax fiabilities 36.5 48.7
27.6 45.3

Deductible temporary differences, unused tax losses and unused tax credits not recognised on the balance shest are £33.8 milion
{2006 £42.9 million).

Deferred tax liabilities have not been recognised on temperary differences of £410.4 million {2006 £519.4 million} associated with
investiments in subsidiaries and associates, other than in the case of the group's caplive insurance company where cumulative deferred
tax of £1.2 million (2006 £1.2 million} has been provided on an accrued dividend.

30b Parent company

Transtation
Property, Post- dfterences
plant & amployment on foregn
aquiprmaitt benefits currency loans Inventories Other Totd
£ milicn £ milion £ milion £ mitkon £ miien £ miion
At 1st Aprit 2005 339 13.2 - (14.7) (2.3) 3041
IFRS transition adjustrment for financial instruments - - - - 0.8 0.8
Charge / (credit) to income 2.7 24 - (12.1) 1.3 {5.7)
Tax on items taken directly to or transferred
from equity - 5.6 {1.68) - {3.6) 0.4
At 31st March 2006 36.6 21.2 {1.8) (26.8) {3.8) 25.6
{Credit) / charge to income (5.9) 24 20 (5.3) 9.4 {1.4}
Tax on items taken directly to or transferred
from equity - (9.9) 29 - {3.1) {10.1)
At 31st March 2007 30.7 13.7 (0.7 {32.1) 25 14.1

Deductible temparary differences, unused tax losses and unused tax credits not recognised on the balance sheet are £3.6 million
{2006 £3.6 milicn).
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31 Share capital

Authoased Issued end hully peid

MNumber £ mé%on MNumber £ mion
Ordinary sharas of £1 each
AL 15t April 2005 291,550,000 2016 219,522,706 2195
Share options exercised - - 705,604 Q.7
At 315t March 2008 291,550,000 291.6 220,228,310 220.2
Share options exercised - - 248,973 03
At 31st March 2007 291,550,000 291.6 220,477,283 220.5

Details of outstanding share options and allocations under the company's long term incentive plan which have yet to mature are
disclosed in note 12.

At the last annual generat meeting on 25th Juty 2006 shareholdars approved a resolution for the company to make purchases of its
own shares up to a maximum number of 22,031,543 shares. The resolution remains valid until the conclusion of this year's annual
general mesting. The company will purchasa its own shares whan the board believes it to be in the best interests of the shargholdars
generally and will result in an increase in earnings per share.

The group’s employee share ownership trusts (ESOTs) also buy shares on the open market and hold them in trust for employees
participating in the group’s exacutive share option schemes and long term incentive plan, At 31st March 2007 the group's ESOTs held
6,121,013 shares {2006 6,319,743 shares) which had not yet vasted unconditionally in employees. Computershars Trustees (Cl)
Limited, as trustee for the ESOTs, has waived its dividend entitternent. At 315t March 2007 the parent company's ESOT held 6,056,432
shares (2006 6,255,162 shares) which had not yet vested unconditionalty in employees.

32 Otherreserves

32a Group
Cepdal Foraign Avaitable: Total
reserve transkation resenve reserve resenes
£ mlion £ maion £ mifion £ miflon £ mdion
At 151 April 2005 8.5 0.2) 0.7 2.1 9.1
Cash fiow hedges:

Lossas taken to equity - - - (3.8 (3.6)

Transferred to income statement - - - 2.6) 2.6)
Availabla-for-sale investments:

Transferred to income statement on sale - - (0.8) - 0.8)
Fair value losses on net investment hedges - {12.5) - - {12.5)
Currency transiation ditferences on foreign currency net

investments and related loans - 423 - - 42.3
Tax on items taken directly 10 or transfarred from equity - 5.4) 0.2 1.8 (3.4}
At 3151 March 2006 . B.5 242 0.1 (2.3} 28.5
Cash flow hedges:

Gains taken 1o equity - - - 31 3.1

Transferred to income statement - - - 1.2 1.2
Fair value gains on net investment hedges - 23.3 - - 233
Fair valus gains on net investment hedges transferred to profit

on sale of discontinued operations - 2.0} - - {2.0)
Currency translation differences on forgign currency net

investments and related loans - (67.3) - - 67.3)
Currency translation differences transfarred to profit on sale

of disgontinued operations - 3.8 - - (3.8)
Tax on items taken directly to or transferred from equity - 3.3 - {1.2) 4.1
At 315t March 2007 6.5 (20.3) 0.3 08 {12.9)
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32 Other reserves [continued)
32b Parent company

Capnal Foreign Total
recemphon clrency Hedging. other
resena trarsation rgserve reserves
£ mZion £ mifion £ mifion £ mSon
At ist April 2005 6.5 - 2.0 85
Cash flow hedges:
Losses takan 1o equity - - (3.4) (3.4)
Transferred to income slatement - - (2.2) (2.2)
Currency translation differences on foreign operations - {0.4) - O.4)
Tax gn items taken directly to or transfarred from equity - - 1.7 1.7
At 31st March 2008 6.5 {0.4) {1.9) 4.2
Cash fiow hedges:
Gains taken to equity - - 2.7 2.7
Transferred to income statement - - 1.4 1.4
Currancy transtation differences on foreign operations - 1.4 - 1.4
Tax on items 1akan directly to or transferred from equity - - {1.3) {1.3)
At 31st March 2007 6.5 1.0 0.9 8.4
33 Minority interests
£ mdtion
At 1st April 2005 75
Share of loss for the year 0.8}
Dividends (0.3)
At 31st March 2006 6.4
Share of lpss for the year (1.0
Dividends Q.3
Disposal (note 40) 2.7
Arising on formation of subsidiary 0.3
Shara capital recuction of subsidiary 0.3}
At 31st March 2007 24

In July 2006 the group tormed a new subsidiary and entered into a joint venture with Dialog Systerns San Bha. Dialog contributed plant
and machinery of £0.1 milion and cash of £0.2 million in return for a minority interest of £0.3 million.

Annyal Report and Accounts 2007 89




NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

34 Changes in equity - attributable to equity holders of the parent campany

34a Group
Eouty
Share Shares attnbuteble to
Share premium hed Cther Retaned  ecuty holders of
capetal account ESOTS resenves earnngs  porent company
£ m3ion £ m&ion £ miion £ mZSon £ makon £ mlion
At 1st April 2005 219.5 139.8 (37.7) 91 594.4 925.1
Profit for the year - - - - 152.1 1521
Actuarial gain on post-employment benefits assets
and liabilities - - - - 19.6 19.6
Dividends paid - - - - 60.4) {60.4)
New share capital subscribed 0.7 4.6 - - - 5.3
Purchase of shares for ESOTs - - {25.3) - - {25.3)
Share-based payments - - - - 76 7.6
Cast of shares transferred to employees - - - - (4.4 4.4)
Cash flow hedges:

Losses taken to equity - - - (3.6) - (3.6)

Transferred 10 income statement - - - 2.6) - (2.6)
Available-for-sale investmeants:

Transferred 1o income statement on sale - - - 0.8) - {0.8)
Fair valug losses on net investment hedges - - - {12.5) - (12.5)
Currency translation dfferences on foreign currency

net investments and related loans - - - 42.3 - 42.3
Tax on items taken directly to or transferred

from equity - - - 3.4 0.9} (4.3)
At 31st March 2006 220.2 144.4 {63.0) 285 708.0 1,038.1
Profit for the year - - - - 208.5 206.5
Actuarial loss on past-employment benefits assets

and liabilities - - - - (32.3) (32.3)
Dividends paid - - - - {66.0} (86.0)
New share capital subscribed 0.3 1.9 - - - 22
Purchase of treasury shares - - - - {52.6} (52.6)
Share-based payments - - - - 1.8 11.8
Cost of shares transferred 10 employees - - 1.1 - (5.6} {4.5)
Cash flow hedges:

Gains taken to equity - - - 31 - 31

Transterred to income statement - - - 1.2 - 1.2
Falr value gains on net investiment hedges - - - 233 - 283
Fair value gains on net investment hedges transferred

to profit on sale of discontinued operations - - - {2.0) - 2.0
Currency translation differences on foreign curency

net invesiments and related loans - - - 67.3) - (67.3)
Currency translation differences transferred o profit

on sale of discontinued operations - - - (3.8) - (3.8)
Tax on items taken directly 1o or transferred

from equity - - - 4.1 13.9 18.0
At 31st March 2007 220.5 146.3 (61.9) {12.9) 783.7 1,075.7

During the year the company purchased 3,600,000 shares at a cost of £52.6 milion. Thesa shares are being held as treasury shares.
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34
34b

35
3Sa

35b

Changes in equity - attributable to equity holders of the pare}\t company [ continued)

Parent company

Et
Share Shares emma:l::
Shae premium neid in Cher Retained  ecquity holders of
capsal aooount ESQTs esanves earrings  parent company
£ méon € milion £, mison £ mZon £ mé%on 3
At 1st April 2005 2195 130.8 (37.3) 8.5 7313 1.061.8
Profit far the year - - - - 215.6 21586
Actuarial gain on past-employment benefits
assets and liabilities - - - - 17.2 17.2
Dividends paid - - - - (60.4) {60.4)
Naw share capital subscribed Q.7 4.6 - - - 53
Purchase of shares for ESOTs - - (25.3) - - {25.3)
Share-based payments - - - - 8.5 8.5
Cost of shares transferred to employees - - - - 3.3) {3.3)
Cash flow hedges:
Losses taken 1o equity - - - 3.4 - (3.4)
Transferred to income statement - - - (2.2) - (2.2)
Currency translation differences on foreign operations - - - (0.9) - 0.4
Tax on items 1akan directly to or transferred
from equity - - - 1.7 (2.0) 0.3)
At 31st March 2006 220.2 144.4 (62.6) 4.2 904.9 1,2111
Loss for the year - - - - {78.4) (78.4)
Actuarial foss on post-employment benefits assets
and liabilities - - - - {32.2) (32.2)
Dividends paid - - - - {66.0) (66.0)
New share capital subscribed 0.3 1.9 - - - 2.2
Purchase of treasury shares - - - - {52.6) (52.6)
Share-based payments - - - - 11.8 11.8
Cost of shares transferred 10 employees - - 1.1 - 5.6 (4.5)
Cash flow hedges:
Gains taken to equity - - - 2.7 - 27
Transferred to income statement - - - 1.4 - 14
Currency translation differences on foreign operations - - - 1.4 - 1.4
Tax on items taken directly to or transferred
from equity - - - (1.3) 14.3 13.0
At 31st March 2007 220.5 146.3 (61.5) 8.4 696.2 1,009.9
Grass cash flows
Purchases of non-current assets and investments
Group Parent company
2007 2006 2007 2006
< mitlion £ million £ million £ rllion
Purchases of property, plant and equipment 115.1 109.8 42.7 40.0
Purchasas of intangible assets 9.7 10.0 1.2 1.2
Purchasa of investments in subsidiaries - - - 48.8
Purchases of available-for-sale investments 0.2 0.5 - -
125.0 120.3 43.9 90.0
Purchases of businesses and minority interests
Group Parent companty
2007 2006 2007 2006
£ million £ mdion £ million £ mition
Purchase of businesses 8.6 41.6 5.1 -
Cash acquired with businesses - {17.3) - -
8.6 24.3 5.1 -
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35
35¢

35d

35e

36

37

Gross cash flows [continued)
Net proceeds from sale of businesses and minority interests

Disposat of Ceramics (note 40}

Cash and cash equivalents disposed of with Ceramics (note 40)

Cash received on capital reduction of subsidiary

Cash received from minority interest on formation of subsidiary {note 33)

Net purchase of own shares

Issue of ordinary share capital
Purchasa of own shares

(Repayment of) / proceeds fram borrowings and finance leases

(Dacrease) / increase in borrowings talling duse within one year
{Decrease) / increase in borrowings falling due after more than ¢ne year
Capital element of finance lease rental payments

Cash and cash equivalents

Cash and deposits
Bank overdrafts

Cash and cash equivalents

Precious metal operating leases

Group Perent company
2007 2008 2007 2006
£ miltion £ milion £ million £ milion
141.3 - 1.4 -
(14.4) - - -
- - 27 -
0.2 - - -
1271 - 41 -
Group Parent comparty
2007 2006 2007 2006
£ million £ miion £ million £ mion
22 53 22 5.3
{52.6) (31.2) (52.6) {31.2)
{50.4) {25.9) (50.4) {25.9)
Group Parert comparny
2007 2008 2007 2006
£ millign £ millon £ million £ miion
(51.6) 452 (66.2) 56.1
(19.9) 74 80.6 278
0.3} 0.3) {0.2) (0.3)
{71.8) B2.3 14.2 83.6
Group Parent company
2007 2006 2007 2006
£ million £ metion £ million £ mion
732 133.0 89 26.6
{13.2) (7.9) (17.4) (16.6)
60.0 125.1 {7.5) 100

The group leases precious metals from banks for specified periods (typically a few months) and for which the group pays a fee. Thase
arrangements are classified as operating leases. The group holds sufficient precious metal inventories to meet all the obligations under
these lsase arrangements as they fall due. At 31st March 2007 precious metal leases were £93.2 million (2006 £93.2 million).
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8

39

Commitments

Group Parent company

2007 2006 2007 2006
£ million £ millicn £ million £ million
Future capital expenditure contracted but net provided 9.2 58 5.3 3.0

Future minimum amounts payable under non-cancellable operating leasas
Within one year 8.7 9.6 1.9 20
From one to five years 142 128 4.2 39
After five years 1.5 14,4 6.7 6.7
344 36.8 12.8 12.6

Future minimum amounts payable under finance leases

Within one year 0.5 0.8 0.5 0.5
From one to five years 1.8 1.8 1.8 1.8
After five years 2.2 27 2.2 2.7
4.5 5.0 45 50
Less fuiure finance changes {1.1) {1.3) (1.1) (1.3)
Present value of finance lease obligations 34 3.7 3.4 ar

Acquisitions
If all acquisitions had been completed on 15t April 2006 the revenue for the group would have been £6,151.7 million and its profit for
the year £205.5 million,

United Farmaceuticals Limited

On 13th April 2006 the group purchased mosi of the business of United Farmaceuwticals Limited for £1.9 millon plus costs of £0.1 million.
The fair value of the assats acquired were plant and rmachinery of £0.3 milion and inventories of £0.6 million giving goodwill of £1.1 miflion.
The goodwill arising is attributable o future synergies arising from the combination. it has been fully integrated with Macfarlan Smith
and s0 its post acquisition resuits are not identifiable and are included in Pharmaceutical Materials.

Pracess diagnostics business

On 21st April 2006 the group purchasecd the process diagnostics business of Quest TruTec for £3.8 million plus costs of £0.1 million.
The fair value of the assets acquired were customer contracts and relationships of £0.4 million, property, plant and eguipment of

£0.3 million giving goodwil of £3.2 milion. The goodwill arising is attributable to future synergies ansing from the combination. It has

been fully integrated with the group’s existing processing servicas business and so its post acquisition results are not identifiable and
are included in Catalysts.

Cascade Biochem Limited acquired in the year ended 31st March 2003

On 17th October 2002 the group acquired Cascade Biochem Limited. The outstanding deferred consideration of £2.5 million was paid
during the year ended 31st March 2007,

Dximet Srl acquired in the year ended 31st March 2006

(On 6th September 2005 the group acquired the remaining 67% of the share capital of Oximet SrL, which it did not already own for
£0.4 milion. The tair value of the net assets acquired wera inventories of £0.2 million, trade and ather receivables of £1.0 milion, trade
and other payables of £0.8 million and bank overdrafts of £0.1 milion, The fair value of the associate immediately prior to the acquisition
was £0.1 million resuting in goodwill of £0.2 million. The goodwill arising is attributable to fulure synergies arising from the combination.
The net cash outflow on acquisition was £0.5 millon, consisting of £0.4 million of cash consideration and £0.1 milion of bank overdrafts
classed as cash and cash equivalents. From 6th September 2005 it contributed no net profit to the group's prafit for the year and its
resulis are included in Ceramics.
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NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

39  Acquisitions [continued)
Davy Process Technology Limited acquired in the year ended 31st March 2006

On 1st February 2006 the group acquired 100% of the issued share capital of Davy Process Technology Limited (OPT). DPT develops
chemical process technologies and licenses them 1o customers in the oil, gas and petrochemical industries. Its revenus is generated
through the licensing of its proprietary technologies and from the sale of associated basic engineering packages, catalysts, specialist
equipment and other services. The goodwill disclosed in last year's accounts was provisional a1 £21,9 million. An add tional liability of
£0.5 million was discovered and additional costs of £0.2 million were incurred during the first year of cwrership and so the comparatives
have been restated. The goodwill arising is attributable to future rasearch and sales synergies arising from the combination.

The net assets acquired were:

BMOLNS.
under FRS
immadiately Fair value
prior 10 Fair valug &t tirmg of
Bacquisition adjustments BCAUISION
£ million £ mikon £ miion
Property, plant and equipment 114 0.8) 10.6
Intangible assets - customer contracts and relationships - B.7 8.7
Intangible assets - patents - 19 1.9
Non-current available-for-sale invesirments 34 - 3.4
Deferred income tax assets 08 0.7 041
Trade and other receivables 14.9 0.3) 14.6
Cash and depoesits 17.4 - 17.4
Trade and ather payables {20.5) (2.0 (22.6)
Current income {ax liabilities {1.4) - {1.4)
Non-current borrowings (1.4 - {1.4)
Employee benefit obligations 3.7 (1.0 4.7
Provisions (3.8} (2.6) (6.4)
Total net assets acquired 17.0 1.2 18.2
Goodwill on acquisition 226
40.8
Satisfied by: £ mition
Purchase consideration — cash 38.9
Costs incurred - cash 09
40.8
Net cash outflow arising on acquisition was:
2007 2008
£ million £ méfion
Cash considaration and costs 0.2 40.6
Less cash and cash equivalents actuired - 17.4
Net cash outflow 0.2 23.2
Borrowings acquired - 1.4
Increase in net debt 0.2 24.6
From 1st February 2006 its results are included in Catalysts and were:
2006
£ métion
Operating profit before amortisation of intangible assets recognised on acquisition by Johnson Matthey 1.6
Amortisation of intangible assets recognised on acquisition by Johnsen Matthey {0.8)
Operating profit 08
Net finance income 0.1
Profit before tax 0.9
Income tax expense 0.6

Net profit 03
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NOTES ON THE ACCOUNTS

for the year ended 31st March 2007

40 Discontinued operations

On 28th Febnuary 2007 the group sold its Ceramics Division to the Endeka Ceramics group estabiished by Pamplona Capital Partners |, LP,
a private equity investment fund.

Ceramics Division's net assets disposed of were:

£ million
Property, plant and equipment 56.6
Goodwill 0.4
Inventories 434
Trade and other receivables 61.2
Cash and deposits 20.1
Bank overdrafts (5.7
Current other borrowings {6.5)
Group loans (12.6)
Current trade and other payables (37.0)
Current income tax liabilities (2.0)
Non-current trade and other payables (0.7)
Employes benefits obligations (1.5)
Deferred income tax liabilities (2.7}
113.0
Minority interests (2.7}
110.3
The profit on disposal of Ceramics Division was:
£ million
Consideration — cash 143.9
Consideration - refund outstanding (0.6}
Costs incurred - cash (2.6)
Costs incurred - non-cash (0.4)
Costs incurred — accrued {2.3)
138.0
Less assets disposed of (110.9)
Pension curtaiiment gain 0.9
Cumulative exchange gains gdeferred in equity 58
Profit on disposal before tax 344
Tax {1.1)
Profit on disposal 33.3
The results of the discantinued operations included in the consclidated income statemeant wera:
2007 2006
€ million £ milion
Ceramics Division
Sales of goods to external customers 160.1 182.2
Inter-segment sales 34 4.4
Expenses (147.6) (165.3)
Operating profit 15.9 21.3
Finance costs (0.5) {0.2)
Finance incorme 0.9 1.2
Profit befora tax 16.3 223
Incoms tax expense (5.7} (7.8)
Profit on disposal 33.3 -
Profit for the year from Ceramics Division 43.9 145
Additional environmental warranty obligations retalned on sale of Pigments & Dispersions (0.2} -
Profit for the year from discontinued operations 43.7 14.5
Net cash inflow irom operating activities of discontinued operations Qa7 56
Net cash outflow from investing activities of discontinued operations {4.5) (6.4)
Net cash cutflow from financing activities of discontinued operations {1.9) (2.4)
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NOTES ON THE ACCOUNTS

o the year eaded 3151 March 2007

40 Discontinued operations [continued)
The Ceramics Division had a presence in each of the geographical segments. Its external sales by geographical destination wera:

North Rest of
Europe America Asia the Word Total
£ miion £ rrebion £ milion £ mition £ milkon
Pericd ended 28th February 2007 86.8 5.1 40.9 273 160.1
Year ended 31st March 2006 97.3 7.8 348 42.4 182.2

41 Transactions with related parties
Transactions between the parent comparny and its subsidianes, which are retated parlies, have been eliminated on consolidation and so
are only disclosed for the parent company's accounts. The groud's associates, as described in note 18, are related parties. Guarantees
of subsidiaries' and associates’ borrowings are disclosed in note 28d.

Group Parent company
2007 2006 2007

£ millon £ milion £ mitlion £ mition
Trading transactions with associates
Purchases of raw materials - 0.2 - -
Trading transactions with subsidiaries
Sales of goods - - 940.7 832.6
Purchases of goods - - 196.8 150.7
Income from service charges - - 23 22
Amounts receivable from subsidiaries - - 43.7 319
Amounts payable to subsidianies - - 171 9.6

The group's post-employment plans are related parties and the group's and parent company's transactions with them are disclosed in
notes 13a and 13b respectivety.

The transactions with key management personnel are described in note 11¢.

42  Key sources of estimation uncertainty

Datermining the carrying amounts of some assets and labilities requires estimation of the effects of uncertain future events on those
assets and liabilities at the balance sheet date. The group and parent company have made appropriate estimatas when applying the
accounting policies, but the aciual outcome rmay differ from those calculated.

The key sources of estimation uncertainty at the balance sheet date which have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are:

Post-employment benefits

The group's and parent company's defined benefit plans are assessed annually by qualified independent actuaries. The details of the
plans and assumptions used are described in note 13.

Goodwill

The group has capitalised goodwilk of £398.2 million and the parent company has £249.5 miflion. Annual impairment reviews are
performed which require various assumptions. More details are given in note 15.

Other intangible assets

Cther intangible assets which are not yet being amortised {note 16) are also subject to annual impaiment reviews based on discounted
cash flow projections. No impairment has been found.

Provisions and contingent liabilities

As described in note 29 and the accounting poligies, the group and parent company meastire provisions and contingant liabilties at
management's bast estimate of the expenditure required to settle the obligations at the balance sheet date.

Taxation

The tax payable on prafits is determined based on tax laws and regulations that apply in each of the nimerous jurisdictions in which
the group cperates. Where the precise impact of these laws and regulations is unclear then reasonable estimates may be used to
determine the tax charge included in the accounts. if the tax eventually payable or reclaimable differs from the amounts originally
estimated then the difference will ba charged or credited in the accounts for the year in which it is determined.
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PRINCIPAL SUBSIDIARIES AND ASSOCIATES

Country of Cauntry of
incorporation incorporation
Europe Asia
S.A. Johnson Matthey N.V. Belgium Johnson Matthey (Shanghai) Chemicals Limited China
Johnson Matthey Pharmaceutical Materials Ireland Johnson Matthey Hong Kong Limited Hong Kong
Lirnited Eire Johnson Matthey India Private Limited India
+ Avocado Research Chemicals Limited England Johnson Matthey Chemicals India Privata Limited  India
+ Davy Process Technology Limited England Johnson Matthey Japan, Inc. USA
+ Johnson Matthey Fuel Cells Limited (82.5%) England + Johnson Matthey Sdn. Bhd. (92%) Malaysia
Johnson Matihey SAS France
Johnson Matthey GmbH Garmarny
Johnson Matthey BV Nathertands
Johnson Matthey AB Swaden Africa
Johnson Matthey & Brandenberger AG Switzerland Johnson Matthey (Pty) Limitec South Africa
Australasia
“ AGR Matihey (20%}) Australia
North America
The Argent Insurance Co. Limited Bermuda South America
Johnson Matthey Limited Canada + Johnson Matthey Argentina S.A. Argentina
Johnson Matthey de Mexico, S.A. de C.V. Mexico
Johnson Matthey Inc. USA
Johnson Matthey Catalog Company Inc. USA
Johnson Matthey Fuel Celis, Inc. (82.5%) USA

Johnson Matthey Pharmaceutical Materials, Inc. USA

Except where otherwise stated, all companies are wholly owned,
* Associate (see note 18 on page 80).
+ Investments held directly by parent company.
All the subsidiaries and associates are involved in the principal activities of the group.
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TEN YEAR RECORD

UK GaaP
1098 1999 2000 2001 2002
£ meion £ migion £ miSion £ metion £ miton
Revenue
Parent and subsidiaries 31388 3,385.4 3.866.0 5,903.7 4,830.1
Share of joint ventures 128.8 - - - -
Total 3.267.6 33854 3.866.0 5.903.7 4,830.1
Operating profit before one-off items and goodwill amortisation 139.2 1471 146.2 175.0 193.3
Goodwill amartisation - - 0.2) 0.3 6.8)
One-off items (4.5) (1.9 (9.8) (0.6) {18.1)
Operating profit 134.7 145.2 136.2 174.1 168.4
Other one-off items 44 88 23.4 1.1 (5.6)
Profit before interest 138.1 154.0 154.6 175.2 162.8
Net finance costs 8.0 (15.9) (2.4) 53 6.1)
Net return on retirement benefits assets and liabilities - - - - -
Shara of profit / {loss) of associates - - ~ - -
Profit before tax 130.1 138.1 157.2 180.5 156.7
Income tax expense (28.5) {35.1) (47.3) {54.2) {50.2)
Profit after 1axation 101.8 103.0 109.9 126.3 106.5
{Lass) / profit for the year from discontinued operations - - - - -
Minority interests 0.3} 0.7 {0.2) (0.6) 0.3
Profit attributable to equity helders of the parent company 101.3 103.7 108.7 125.7 106.8
Earnings per ordinary share before one-off [tems and
goodwlll amortisation (graph 1) 42.8p 42.8p 46.6p 57.2p 60.4p
Earnings per ordinary share (graph 2) 46.7p 47 8p 50.5p 57.3p 49.0p
Dividend per ordinary share (graph 3) 17.8p 19.0p 20.3p 23.3p 24.6p
Summary Balance Sheet
Assets employed:
Goodwil - 4.2 5.1 8.6 182.8
Property, plant and equipment / other intangible assets 461.5 480.2 311.3 386.8 4951
Non-current investments / associates / joini ventures 42 1.8 1.0 1.0 27
Inventories 2448 243.7 253.2 2768.8 4143
Receivables / current investments / tax assets / financial assets 379.8 434.0 434.7 5229 456.0
Payables / provisions / tax liabilities / financial liabilities {400.8) {418.8) (452.5) {534.7) {584 .4)
Post-employment benefits net assets / employes benefits obligations - - - - -
680.5 745.1 552.8 6583.4 966.3
Financed by:
Net borrowings and fingnce leases / {cash) 2251 2216 (165.8) (139.9) 159.0
Retained earnings 130.9 2009 3890.2 4659 466.4
Share capital, share premium, shares held in ES0OTs and other reserves 3184 316.8 3249 332.8 337.0
Minority interests 6.1 58 45 46 39
Capital employed 680.5 7451 552.8 663.4 966.3
Cumulative goodwill taken directly to reserves 171.4 171.4 46.0 450 456.0
Return on assets 17.7% 16.6% 19.3% 26.8% 22.5%

[Operating profit before one-off items and goodwill amartisation /
average capital employed and cumulative goodwill taken directly to reserves)

Figures for 2006 onwards have been prepared under IFRS. Figures for 2005 have been restated for IFRS. Figures for 2004 and all prior years
have been prepared under UK GAAP. Figuras for 2003 have been restated for the adoption of FRS 17 - 'Retirement Benefits’ under UK GAAP,
but prior year figures have not been restated for FRS 17 because comparatives are not available. Apart from this, 2003 and prior years have
bean restated to reflect all changes in accaunting policies under UK GAAP.
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TEN YEAR RECORD

UK GAAP FRS

2003 2004 2005 2008 2007

¢ méion € mifion £ mition € miion £ million
43239 4,492.9 4.626.2 4,755.9 6,151.7
43239 4,492.9 4,626.2 4.755.9 6,151.7
189.2 206.0 216.6 234.7 252.4
(137 (19.8) - - -
{7.6) 21 (36.7) {6.0) -
167.9 188.3 179.9 228.7 252.4
49 - - - -
172.8 188.3 179.9 228.7 252.4
(13.2) {16.3) (13.0) 14.7) (26.8}
13.9 8.0 - - -

- - 0.5 0.2} 0.9

173.5 178.0 167.4 2138 226.5
(53.7) (57.9) {46.5) (62.5) (64.7)
119.8 1201 120.9 151.3 161.8
- - (8.4} - 437

0.4 1.7 1.0 [eX:] 1.0
120.2 1218 115.5 152.1 208.5
61.8p 64.0p 67.0p 72.7p 81.2p
55.4p 56.0p 53.2p 70.8p 96.9p
25.5p 28.4p 277 0.1p 33.6p
373.4 37714 3751 402.4 399.2
601.1 608.1 620.4 702.4 640.8
6.4 5.5 6.7 10.2 9.6
438.4 417.3 307.3 345.8 362.7
367.2 386.0 375.3 4971 549,2
(560.5) (534.4) {382.3) (520.2) {519.5)
(25.4) 3.5 (3.0 8.8 09
1,200.6 1.266.1 1,200.5 1.456.5 14429
402.5 3945 369.6 a412.0 364.8
4459 528 .4 594.5 7080 783.7
341.4 3338 3279 330.1 292,0
10.8 9.4 7.5 6.4 24
1,200.6 1,266.1 1,209.5 1,4568.5 14429
40.6 40.6 - - -
16.8% 16.2% 16.7% 17.0% 17.4%

1 Eamings per Qrdinary Share Befare One-off [tems and
Goodwill Amortisation
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SHAREHOLDER INFORMATION

== Johnson Matthey
——  FTSE 100
— FTSE 350

By Location

Resl of Waorld
15%

Unidentifiec
2%

Asia

11%

USaand Canada ]|
11.2%

Centnental ;

Europe
12%

UK and Ere
76.7%
By Category
Other
15 5%
Indwiduals
4.5%
Pension
Investment Funds
and 54.5%
Unit Trustx
78%
trsurance
Companies
17.7%
By Size of Holding
1-1.000
1.8%
$.000,0M | 1,00%- 10,000
and over — s 10,001~
% 100,000
1%
106,001
1,000,000
25 6%

1.000.001-
5.000.000
338%

i 00 Johnson Matthey

Johnsan Matthey Share Price Five Year Performance versus FTSE 100 and FTSE 350

150

140

40

March 2002 March 2003 March 2004 March 2005 March 2004 March 2007
Johnson Matthey Share Price as at 31st March
2002 2003 2004 2005 2006 2007
1.046p 7370 879.5p 989p 1,396p 1,576p
Analysis of Ordinary Shareholders as at 30th April 2007

By location Number of shares Percartage
UK and Eire 169,082,780 78.7
Continental Europe 15,842 696 7.2
USA and Canada 24,747,370 11.2
Asia 2,308,365 1.1
Rest of World 3,374,623 1.5
Unidentified 5,133,986 23
220,489,820 100.00
By category Number of shares Percentage
Pension Funds 120,200,203 545
Insurance Companies 39,083,857 17.7
Investment and Unit Trusts 17,147,957 78
Individuals 10,003,500 45
Other 34,044,503 15.5
220,489,820 100.00
By size of halding Number of holdings Percentage Number of shates Percantage
1-1,000 9,300 g 4,013,340 1.8
1,001 - 10,000 2,942 228 7,362,834 3.4
10,001 - 100,000 459 35 15,924,146 7.2
100,001 - 1,000,000 184 1.4 56,498,141 25.6
1,000,001 - 5,000,000 40 0.3 87,607,268 39.8
5,000,001 and over 7 0.1 48,993,091 22.2
12,832 100.00 220,489,820 100.00




SHAREHOLDER INFORMATION

Share Dealing Services

A telephone and internet dealing service for UK shareholders is
provided by Lloyds TSB Registrars. For further detalls, including
Lioyds TSB Registrars' terms and conditions, log on to
www.shareview.co.uk/dealing or call 0870 850 0852.

A low cost shars dealing service is available thmugh The Share
Centra, For further details, including The Share Centre's terms. contact
Tha Share Centre PO Box 2000, Aylesbury, Bucks HP21 878.
Telephone 01296 414141 (e-mall info@share.co.uk).

Dividend History — Pence per Share

2009 2004 2005 2008 2007
Interim 7.8 8.2 8.7 9.1 99
Final 17.7 18.2 19.0 21.0 23.7
Total 255 26.4 21.7 30.t 336

Dividend Policy

It is Johnson Matthey's polcy 1o grow dividends in line with earnings
while maintaining dividend cover at about two and a half times to
ensure sufficient funds are retained to support organic growth, Cver
the last ten years Johnson Matthey has increased its dividend at a
compound annual growth rats of 8% p.a. The board is proposing a
final dividend for 2006/07 of 23.7 pence 10 take the total for the year
to 33.6 pence, which is 12% up in ling with growth in underlying
earnings. The dividend will be covered 2.4 times by underlying
earnings (sea pages 98 and 99). For further discussion of the
group's financial objectives see the Strategy and Objectives section of
the Operating and Financial Review on page 7 of this Annual Report.

Dividend Payments and ORIP

Dividends can be paid directly into sharenolders' bank or building
sociaty aceounts. Shareholders wishing to take agvantage of this
facility should contact Uoyds TSB Registrars or complete the dividend
mandate form attached to their dividend cheque, A Dividend
Reinvestmant Plan (CRIP) is also available which allows sharehoiders
10 purchase additional shares in the company. Further information
can be obtained from Lloyds TSB Registrars, The Causeway,
Worthing, Wes! Sussex BNS9 6DA, Telephone 0870 600 3970,
They can also be contacted via their welbisite at www.shareview.co.uk.

American Depasitary Receipts

Johnson Matihey has a sponsored Level 1 American Depositary
Receipt (ADR) programme which The Bank of New York administers
and for which it acts as Depositary. Each ADR represents two
Johnson Matthey ordinary shares. The ADRs trade in the US
over-the-counter {OTC) market under the symbol JMPLY, When
dividends are paid to shareholders, the Depositary converts such
dividends into US dalars, net of fees and expenses, and distributes
the net amount to ADR holders. For enquiries, The Bank of New York
can be contacted on 1-888-BNY-ADRS (1-888-269-2377) toll free i
you are caling from within the United States. Alternatively, they can
be contacted by e-mail at shareowners@bankofny.com or via thair
website at www.adrbny.com.

Share Price and Group Information

Information on the company's current share price together with
copies of the group's annual and interim reports and major
prasantations to analysts and institutional shareholders are availabls
on the Johnson Matthey website: www.matthey.com.

The website's Investor Centre contains extensive information and a
number of tools which will be of assistance (o investors including
historic share prica information downloads and a share price
charting facifity.

Far capital gains 1ax purposes the mid-market price of the
company’s erdinary shares on 31st March 1982 was 253 pencs.

Enquiries

Shareholders who wish to contact Johnson Matthey Pic on any
matter relating 1o their shareholding are invited to contact the
company's registrars, Uoyds TSEB Registrars, The Causeway,
Worthing, West Sussex BNSS 8DA. Telephone 0870 600 3970.
Internet address www.shareview.co.uk.

Shareholders may also telephone the company on 020 7269 8400
or write to:

The Company Secretary
Johnson Matihey Pic
40-42 Hatton Garden
London

EC1N 8EE

For other enquiries shareholders may contact the Director, Investor
Relations and Corporate Communications at the above address and
telephone number.

Financiat Calendar 2007/08

2007

13th June

Ex dividend date

15th June

Final ordinary dividend record date
24th July

116th Annua! General Meeting (AGM)

7th August
Payment of final dividend subject to declaration at the AGM

28th November
Announcement of results for the six months ending
30th September 2007

5th December
Ex dividend date

7th December
Interim ordinary dividend record date

2008 [provisipnal
Bth February
Payment of interim dividend on ordinary shares

5th June
Announcement of results for the year ending 31st March 2008

11th June
Ex dividend date

13th June
Final ordinary dividend record date

22nd July
117th Annual General Meeting (AGM)

5th August
Payment of final dividend subject to declaration at the AGM
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GLOSSARY OF TERMS

Buprenorphine

CEC
cGU
CHP
ClA
co

DPT
DRIP
DM

ECT
{prior to 1st April 2007)

ECT
{from 1st Apnl 2007)

EHS
EB
EPS
£50T
Ev
EUETS
FRS 17

Fuel Call

FURBS

Gearing
GTL

HC
HDD

IFRIC

IFRS

I 02 Johnson Matthey

An immediate release product used in the
treatment of Attention Deficit Hyperactivity
Disorder

American Dapositary Receipt
Annual general mesting
Ammonia, Methanol, Qil and Gas
Active pharmaceutical ingredient

A synthetic derivative of thebaine, used as an
analgesic. Also used in drug addiction therapy

Chief Executive's Committee
Cash generating unit

Combined heat and power
Chemical Industries Association
Carbon moenoxide

Carbon dioxids

Continuousty regenerating trap
Catalysed soot fiter

Corporate Social Responsibiiity
Direct methano! fuel call

Diesel oxidation catalyst

Davy Process Technology
Dividend Reinvestment Plan
Department of Trade and Industry
Environmanial Catalysts and Technologies

Emission Control Technologies

Environment, health and safety
European Investment Bank

Earnings per share

Employes Share Ownership Trust
European Union

European Emissions Trading Scheme

UK GAAP pension financial reporting standard
previously adopted by the group

Technology which converts hydrogen or other
fuels (metharol, phosphoric acid) into clean
elactricity

Funded Unapproved Retirsment Benefit Scheme
Net debt / equity
Gas to liquids - multi stage catalylic process

used {o convert stranded natural gas into sulphur

frea hydrocarbons, including diesel fuel
Hydrocarbon

Heavy duty diesel

Internaticnal Accounting Standard

Internaticnal Financial Reporting Interpretations
Commitiea

Internaticnal Financial Reporting Standards

ISO 14000

IS0 9000

JMEPS
JMTC

LTP
MDRC

MEA
Methyiphenidate

MTO
N;O

NDA

NOx

OEM

OFR
Oxycodone
PBT

PCT

Pgm

PM
Prostaglandin
R&D
REACH

Return on sales
ROA
RPI
Satraplatin
SIC
sSiP

2
Syngas
TSR
UK GAAP
WACC

Internationalty recognised senas of standards
which specify the requirements for an
emvironmental managemsnt system

Internationalty recognised series of standards
which specify the requirements for a quality
management system

Johnson Matthey Employees FPension Scheme

Johnson Matthey Technology Centre, based in
Sonning Common, UK

Long term incentive plan

Management Development and Remuneration
Committee

Membrane electrode assembly

Synthetic controlled drug used in the treatrment
of narcolepsy and Attention Deficit Hyperactivity
Disorder

Methangl to olefins

Nitrous oxide, a greenhouse gas with a potency
310 times that of CO,

New drug appiication

Nitrogen oxides

Original equipment manufacturar

QOperating and Financial Review

An oplate used to relieve medium to severs pain
Consolidated profit before tax and one-off items
Process Catalysts and Technologies

Platinum group metal

Particulate matter

Synthetic analogues of hormone-lke substances
Research and development

Registration, Evaluation and Authorisation of
Chemicals. European chemical control legislation
which comes inio force from June 2007

QOperating profit / revenue

Return on assets

Retail price index

A potential new drug to treat prosiate cancer
Standing interpretations Committes

Share incentive plan

Sulphur dioxide

A mixture of hydrogen and carbon oxides
Total shareholder return

UK Generally Accepted Accounting Principles
Waeighted average cost of capital




INDEX

Accounting Policies

Acquisitions {note 39)

Associates (note 18)

Audit Committee Report

Audit fees (nota 5)

Auditors’ report

Balanca sheets

Board of Cirectars

Borrowings (note 25}

Capital expenditura by segment (note 1)
Capital expenditure to depreciation
Cash and cash equivalents (note 36)
Cash flow statemenis

Catalysts Division

Chairman's Statament

Charitable programmes

Chiaf Executive's Statement
Combined Code Compliance
Commitments {note 38)

Company Details

Construction contracts (note 21)
Contingent liabilities (note 29}
Corporate Governance

Corporate Social Responsibility
Deferred tax {notes 8, 30)
Depreciation and amortisation (note 4)
Directors’ Report

Discontinued cperations {note 40)
Dividends (note 9)

Earnings per ordinary share {nate 10)
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