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Cautionary Statement

The Business Review and certain other secuons of this
Annual Report contain forward looking statements that are
subject to nsk factors associated with, amongsc other things,
the economic and bustness circumstances occurnng from
time to tme in the countries and sectors in which the group
operates It 1s believed that the expectauons reflected in
these statements are reasonazble but they may be affected by
a wide range of varmables which could cause zctual resules to
differ materally from those currently anticipated
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THE GROUP AT A GLANCE

Johnson Matthey 1s a speciality chemicals company and a world leader
In advanced materials technology The group focuses on its core skills
In catalysis, precious metals, fine chemicals and process technology,
developing products that enhance the quality of Ufe for millions of
people around the world The group has operations in over 30 countries
and employs around 8,700 people Johnson Matthey's operations are
organised into three global divisions Environmental Technologies,

Precious Metal Products and Fine Chemicals & Catalysts

Scandanavia

UK
Europe
USA/Canada
Asia

Ceniral America Alrica

South America

Australia
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Environmental Technaologies

Precious Metal Products

Fine Chemacats & Catalysts

l

Emussion Control
Technologies

Process Technologies

Fuel Cells

Platinum Marketing and Distribution
Noble Metals
Pgrm Refining and Recycling
Colour Technologies

Gold and Silver

Catalysts and Chermicals
Macfarlan Smith

Pharmaceutical Materials
and Services

Research Chemicals

Emaronmental Technologies Division (s a
globat supplier of catalysts and related
technologies for applications which
benefit the environment such as
peliution control cleaner fuel, more
efficient use of hydrocarbons and the
hydrogen economy

Revenue £2,290m

Johnson Matthey has a longstanding
international reputation as a leader 1n the
application of precious metals Precious
Metal Products Dvsion 1s at the heart of
these activities focused on the marketing,
distribution, fabrication refining and
recycling of precous metals and their
products

Revenue E4,688m

Fine Chemicals & Catalysts Divsion (5 a
global supplier of fine chemicals catalysts
and other speciality chermical products
and services to a wide range of chemical
and pharmaceutical industry customers
and research instrtutes

Revenue £521m

Sales excluding
precious metals £1,140m

Sales excluding
prectous metals €£307m

Sales excluding
precious metals £302m




FINANCIAL HIGHLIGHTS - 2008

Johnson Matthey performed very well in 2007/08 with sales, profit
before tax and underlying earnings per share all well ahead of last year
All three divisions achieved good growth

Year to 31st March %

2008 2007 change

Revenue £7,499m £6152m +22

Sales excluding precious metals £1,750m £1454m +20

Profit before tax £262 3m £226 5m +16

Total earnings per share 88 5p 96 9p -9
Underlying*

Profit before tax €265 4m £229 3m +16

Earnings per share 89 Sp 82 2p +9

Dividend per share 36 &p 23 6p +9

* Before amartisation of acquired intangibles and profit on sale of Ceramics Divisien

Divisional Underlying Earnings per Share
Operating Profit!

Dividend per Share

)t G

22p
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Environmental £147 3m x
Technologes —
£1229m
364
B33 4p P
301 s
Precious Metal 244 27 7p P L \L
Products £102 1m q : \:.
£65 3m N S >~
Fine Chemicals
& Calatysts
£64 2m \ £671m \ \
2007 2008 2004 2005 2006 2007 2008
! Before amortisation of acquired intangibles 2 UK GAAP basis eamings per share before exceptional items and

goodwll amerusaton
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Jehnson Matthey

CHAIRMAN'S STATEMENT

Catalysed diesel particulate fikers.

| am very pleased to report that 2007/08 was another good year for Johnson Matthey
Your company has contnued to build on its strong postion in ervironmental technologies
and 1s seeing the benefit of the investments that it has made over many years n research
and development and in manufacturing facilities to serve growing markets around the world
During the year we have continued to make substantial investments to ensure future
growth These have included new production faciliies that have been completed in South
Korea, the Russian Federation and in the UK and the acquistion of Argllon which has
complemented our existing technology for controlling harmful emissions of oxrdes of
nitrogen, or NOx, from both mobile and stationary sources This will provide opportunities
in new markets as future legislation focuses on emissions from power generation and
other large scale sources such as ships As you will read later in this report we have also
announced the construction of additional manufactunng facilities and the expansion of
existing plants to serve growing demand for our hugh technology products around the world
Most importantly, the year has seen us continue to make excellent progress towards
achieving the board's main objectwe, that of delvenng superior value to you, our sharehelders




Your board 15 fully commutted to reporting on Johnson
Matthey's sustainability performance In my statement fast
year | wrote to you about the work that the management
team had been doing to develop a sustainability strategy
for the company This year has seen a great deal of work
being undertaken to define our wsion for a sustainable
future for our business and to begin to embed this in
all of our operations around the world A review of our
performance and activities in this important area duning the
year 15 included in pages 29 to 35 of this Annuat Report
Our first full Sustainability Report will be published on our
website at wwwmattheycom this July

Our non-executive directors play a wital role in the
governance of your company Johnson Matthey 1s extremely
fortunate to benefit from the knowledge and many years
of experience of its strong team of independent directors
Dunng 2007/08 we welcomed two new non-executve
drectors to the board, Dorothy Thompson who 1s
currently the Chief Executive of Drax Group plc, and
Michael Roney, who 1s currently Chief Executive of Bunzl
plc Biographical details of Mrs Thompsen and r Roney
are presented in the Board of Directars information on
pages 36 and 37 of this Annual Report.

As | announced in my statement last year, Charles
Mackay and Mike Dearden retired from the board on
31st March 2008, having both served nine years as
non-executive directors of Johnson Matthey Charles Mackay
jomned the board m January 199% and served as our Senior
Independent Director from July 2003 until his retirement
He was also Charman of the Management Development
and Remuneration Committee Mike Dearden joined the
board in April 1999 During their time on the board
Charles and Mike both made invaluable contributions to
the strategic development of the company as the group
was refocused on its core skills in catalysis, precious metals,
fine chemicals and process technology and emerged as a
world leading specialty chermicals company We are very
fortunate to have had the benefit of their vast expenence
of business in the UK and around the world and we wail
miss their strong contribution to the work of the board
and their wise counsel On behalf of all of us at johnson
Matthey, | would like to thank both Charles and Mike for
the important contributions that they have made to the
success of Johnson Matthey and to wish them all the very
best for therr retirement.

Following Charles Mackay's retirement, Alan Thomson
has been appointed as Senior Independent Director and
Robert Wabvis as Chairman of the Management
Development and Remuneration Committee Alan Thomsen
remains Chairman of the Audd Committee

Qur employees at all levels of the organisation never
fall to impress me with ther enthusiasm professionalism
and dedication Cn your behalf | would like to thank all
of them around the world for their contribution to the
success of the company during the past year

In conclusion, Johnson Matthey 1s in excellent shape
and continues to make good progress towards delivering
superior shareholder value Our strategy bas placed us in
a very strong pasition to maintain growth despite the
challenges presented by the state of many of the world's
economies Indeed, | believe that the company 15
exceptionally well positioned to make a significant
contribution as rapidly developing economies such as
China and India seek to tackle the major 1ssues that they
face in reducing ar pollution and in responding to the
escalating prce of ol

| am confident that Johnson Matthey will continue
to achieve good growth for many years ahead and | look
forward to reporting on further success in 2008/0%

Y

Sir Joehn Banham
Chairman

Annual Report & Accounts 2008
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CHIEF EXECUTIVE'S STATEMENT

Neil Carson

Chief Executive

Johnson Mattheys new manufactuning faciity and technical centre 1n South Korea.

Johnson Matthey performed very well in 2007/08 Revenue and sales excluding precious
metals were more than 20% up on last year at £75 billion and £ 8 billion respectively
Profit before tax and amortisation of acquired intangbles was |6% higher at £265 4 mifhon

All three of our divisions achieved good results Our new Environmental Technologies
Drvision increased its operating profit before amortisation of acquired mtangibles by 20%
to £147 3 million Desprte the slowdown in the US economy and the likely impact on the
rest of the world, we believe that the division will continue to deliver strong growth over
the next few years The division's Erussion Contro! Technologies (ECT) business
performed very well with sales excluding the value of precious metals 32% up on last
year This performance was driven by strong growth In sales of catalysts for heavy duty
diesel vehicles, diesel particulate filtters in Europe and autocatalysts in Asia The Process
Technologies business also had a good year Sales excluding the value of precious metals
were 0% up with high energy prices continuing to underpin dermand for our catalysts,
purification materials and process technologies

Precious Metal Products Diviston's operating profit was 20% up at £102 | milion
The division’s Platinum Marketing and Distnibution business achieved strong growth,
benefiting from high platinum group metal (pgm} prices and good demand for the pgms
lts manufacturing businesses also saw good growth and high metal prices boosted demand
for our pgm recycling services

Johnson Matthey




Our new Fine Chemicals & Catalysts Division acheved
good growth i 2007/08 Sales rose by 13% and operating
profit by 6% on a constant currency basis to £67 1 miflion
The dwision’s Catalysts and Chermicals business was well ahead
in Asra, particularly in China and India. The Pharmaceutical
Materials businesses achieved steady growth and Research
Cherrcals also performed well, particularly in Asia

The acquistticn of Argilfon Group, which was concluded
in February 2008 following the receipt of German regulatory
approval, 1s a further step In our strategy of long term
investment. Argllon brings to the group leading catalyst
technology to control emissions of oxides of nitrogen
{NO») Its products include catalysts for mobile and
staticnary emission control including heavy duty diesel
vehicles, stationary diesel engines marine applications and
coal, ol and gas fired turbines for power generation This
acquisition has added to our portfolio of emission control
technologies to meet increasingly challenging regulations to
control harmful NOx emissions With increasing concern
about the effects of poor ar quality on human health and
the environment, legislation to control NOx emissions from
an expanding range of sources will continue to tighten
around the world

Sustainability 2017

Jehnson Matthey 1s a world teader in environmental
technologies and with more than 50% of our profits
generated by products that directly benefit the
environment, sustamability 1s a key element of our strategy
for the future growth of our business Sustamnability 1s
fundamentally about the best long term way to run a
business It gives us the opportunity to be more profitable
through being more careful with the world’s resources For
Jehnson Matthey there are two main sustainability thrusts
The first 1s about being more efficient with the resources
that we use as a business, the cost of which will inevitably
continue to nse and the second 1s about designing new
products that will help our customers to be more
sustainable and competitive

In December 2007 we launched Sustainability 2017
a long term wiston for the whole group that Is playing an
important role in helping all of us at johnson Matthey to
set our directton and aspirations for what we want to
achieve 1n the future Our aims for Sustainability 2017 are
to at least double our earmings per share whilst achieving
zero waste to landfill, zero acaidents and halving the key
resources that we consume per unit output by 2017 the
year marking the 200th anniversary of the founding of
the company This s the first time that we have set out a
vision in this very important area and we wanted it to be
challenging and long term | know that every member of
the Johnson Matthey team will nse to the challenge

Outlook

Environmental Technologies achieved strong growth in
2007/08 We are currently seeing a slowdown in the US
economy which might have an adverse effect on growth n
the rest of the world Despite this more difficult economic
backdrop we still expect Emission Control Technologies
to deliver another year of double digit growth in sales
and profits Global car sales are expected to grow with
weakness in the USA more than offset by growth in Asia,
Eastern Europe and South America in Europe, fitment of
diesel particulate filters will also continue to nse ahead of
the legislation We expect sales of trucks to grow agan in
the USA in the second half of our financial year, particularly
in the final guarter partly as a result of pre-buying ahead
of the introduction of the next level of emissions legistation
ECT's operating profit should also benefit from a corinuation
of the mproved efficiencies achieved in the second half of
2007108

Qur Process Techrnologies business 1s also experiencing
strong demand, particularly for catalysts for synthesis gas,
methanol, ammonia and hydrogen production Prospects
for Process Technologies are encouraging, driven by the
very high ol pnice and the need to make cleaner and more
sophisticated hydrocarbon products from dirter and more
intractable feedstocks

Precious Metal Products Division enjoyed strong
growth in 2007/08, benefiting from buoyant trading
conditions in platinum group metals and good growth in its
manufacturing businesses If the current favourable market
condiions continue we expect the division to show further
growth n 2008/09 Fine Chemicals & Catalysts should
deliver another year of steady growth Many of the markets
in which the division operates, such as genenc
pharmaceuticals, are unlikely to be particularly adversely
affected by a general economic slowdown

Overall, the group should continue to perform weli in
2008/09 Although Johnson Matthey 1s not immune to the
effects of a recession, prospects for all our businesses are
good, particularly for Environmental Technologies where
global concerns about pollution, chmate change and making
the most efficent use of energy resources will continue to
create significant opporturities for future growth

d

Neil Carson
Chief Executrve

Anmcal Report & Azcounts 2008 5



BUSINESS REVIEW

Top Left Active pharmaceutical ingredients
manufactuning at Macfarlan Srruth, UK

Top Right Platinum bar

Below New capacrty in Royston, UK to manufacture
catalysed diese! particulate filters
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Group Activities

Johnson Matthey ts a global speciality chemicals company We
serve our customer base from operations in over 30 countries
and employ around 8,700 people worldwide The group s
organised into three global dvisions Environmental Technologies
Precious Metal Products and Fine Chemicals & Catalysts

Environmental Technologies 1s a global supphier of catalysts
and related technologies for applications which benefit the
environment such as pollution control, cleaner fuel, more
efficient use of hydrocarbons and the hydrogen economy
The dwision compnses three businesses

= Emission Control Technologies s a global leader in catalytic
systems for emissions control from vehicles and industrial
processes

»  Process Technologies serves the world's chemical, oil, gas
and refining industries [t manufactures catalysts, provides
specialist services and designs and licenses chermical
processes

» Johnson Matthey Fuel Cells develops and rmanufactures
catalysts and catalysed components for a wide range of
clean energy fuel cell systems

Precious Metal Products’ activities comprise the marketing,
distribution refining and recycling of platinum group metals
fabrication of products using precious metals and refated
materials, and refining of gold and silver

Fine Chemicals & Catalysts 15 a global supplier of fine chermcals,
catalysts and other speciality chemical products and services to
a wide range of chemical and pharmaceutical iIndustry custormers
and research institutes

Strategy and Objectives

[ohnson Matthey s strategic intent 1s 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 continue to achieve consistent and above average
growth in underlying earnings per share

* o grow dmdends in Iine with underlying earmings while
mantaiing dividend cover at about two and a half times
to ensure sufficent funds are retained to support organic
growth

*  To deliver a return on investment above the group's cost
of caprtal We estimate johnson Matthey's post tax cost of
capital 1s currently about 8% (11 3% pre-tax} In addition we
have a long run pre-tax target rate for the group of 20%.

The board's strategies to achieve these financial objectives are

»  Focus the business on the groups core skills in catalysis
precious metals fine chermicals and process technology

= Postion the group In growth markets where our core
skifls are applicable Catalysis is a key technology in many
developing markets for the 2|st century, particularly those
concerned with protecting the environment such as in
emission controk, cleaner fuel, more efficcent use of
hydrocarbons and the hydrogen economy Ervironmentat
Technologies Division which combines our skills i catalysts
and process technology, 1s well positioned to serve these
emerging markets Catalysis 1s also important in the
manufacture of fine chemcals where Johnson Matthey
has a number of strong mche market positions Johnson
Matthey's expertise and intemational strength In precious
metals particularly platnum group metals, was the starting
pont for many of our businesses The market for platinum
has grown steadily for many decades and demand 1s
expected to grow significantly over the next ten years

+  Differentate ourselves by using our world class technology
We will continue to invest significantly in research and
development to develop new products and manufacturing
processes Technology is the key driver for most of our
businesses and Johnson Matthey has a strong science base
with techmical centres located in all our major markets

*  Mantain strong relatignshups with our major customers
suppliers, government bodies and other stakeholders by
Investing resources on jont projects to ensure the group
15 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

= Ensure the business is run in a sustanable way by using
resources efficiently, minimising waste in our manufacturing
processes and designing new products that help our
customers to be more sustainable and competitive

Anral Report & Accounis 2008
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Key Performance Indicators

The group uses a range of key performance indicators (KPls)
to monitor performance over tme in line with the financial
objectives and strategy summarised 1n the previous section
The prinaipal KPIs, together with the group's performance
against them in 2007/08, are descnbed below

Financial

Underlying eamings per share growth and return on invested
capital are two of the principal financial KPls we use to measure
the group's performance In calculating these measures we
exclude the following rterns which can distort the trend in
measuring results

*  Profits and losses on disposal of businesses

»  Amortisation of intangble assets ansing on acquisition of
businesses (acquired intangibles)

*  Major restructuring or imparment charges
«  Major tax items ansing frem changes in legislation

In 2007/08 the only adustment in calculating undertyng
earnings per share and return on invested caprtal was
amortisation of acquired intangibles, mamnly arising on the
acquisition of Argiflon Group in February 2008 Underlying
earnings per share were 8% 5 pence, 9% up on 2006/37 Total
earnings per share were 885 pence, 9% below 2006/07 which
included the profit on sale of Ceramics Division Over the five
years from 2003/04, underlying earnings per share have grown
at a compound annual rate of 9% pa The groups five year
fimancial record 1s shown on page 104

In accordance with our policy of increasing dividends in
line with earnings, the board 1s recommending a final drvadend

Johrson Matthey

of 26 0 pence taking the total for the year to 36 6 pence, a 9%
increase on 2006/07 Over the last five years dividends have also
grown at a compound annual rate of 9%, in line with earmings

We define return on invested capital (ROIC) for the group
as underlying operating profit divided by average caprtal
employed (equity plus net debt) ROIC for indmvidual dwvisions 1s
calculated using average segment assets minus average segment
Iiabiliyies as the denomnator

In 2007/08 the groups return on mvested caprtal increased
by 09% to 185%, well ahead of our long run pre-tax cost of
capital, which we estmate to be |1 3% on a pre-tax basis Cver
the five years from 2003/04, the groups RCIC has increased by
23% In 2007/08 Precious Metal Products Division achieved a
return of 54 3%, well ahead of the groups target of 20%
Environmental Technologies Dvision and Fine Chemicals &
Catalysts Dwvision achieved returns between our cost of capital
and the 20% target of 15 2% and 13 9% respectiely

In measuring sales growth and return on sales we focus
on sales excluding the value of precious metals Total revenue
can be distorted by trading actvity as wel as fluctuations in
precious metal prices and de not provide a good guide to
underlying growth or profitability As it happens in 2007/08
both revenue {£7 5 billion) and sales excluding precious metals
(£18 billon) grew at similar rates (22% and 20% respectively)
Over five years sales excluding precious metals have grown by
9% pa despite the sale of Ceramics Division

Johnson Matthey 15 a global business with operations :n
many countries around the world which report in different
currencies We report sales and operating profit translated both
at actual exchange rates and at constary rates (transtating last
year's results at this years rates) to measure underlying growth
We also monitor several key cash flow and caprtal ratios both for
the group and indvidual divisions More detalls of financial KPis
are given n the Financial Review on pages 10 to 13 and
Operations on pages |5 to 21
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Market Shares Employees

One measure we use to monitor the commercial performance
of our businesses 15 market share We arn to achieve a leading
position {usually number one or two) in the global markets in
which we operate In Emission Control Technologies we
estimate we have a 31% share of the avalable market
(excluding in house manufacture by car companies) for ight
duty catalysts Qur two major competitors have similar shares
with the remaining 5% of the market supplied by smaller
competitors {manly n China) In the new market for heavy duty
diesel catalysts to original equipment manufacturers Johnson
Matthey 1s the market leader with a share in excess of 45%

The market for sales of platinum group metals {(pgms) to
end customers 1s more fragmented and precise shares are
more difficult to estimate Johnson Matthey is the global market
teader We are also the leader in fabricated pgm products for
the industrial market with a worldwide share of about a third

In Process Technalogies and Fine Chemicals & Catalysts
we sell a wide range of products into niche markets Johnson
Matthey is the market leader in syngas catalysts used in the
manufacture of ammonia, methanol and hydrogen from
hydrocarbon feedstocks We are also the leader in the available
market for catalysts used in pharmaceutical production

Research and Development {R&D)

We monitor progress on all our R&D projects on a regular
basis against indvidual milestones One measure of ultmate
success 1s the proportion of new products i our sales
launched in the last four years as a resuit of R&D activity Most
of our R&D 15 concentrated in Environmental Technologies
Dvision We estimate that about 70% of the dvisions sales are
for products introduced in the last four years

Our employees are our most valuable resource We are
commuitted to recruiting high calibre employees and providing
thern with the information, trainmng and working environment
they need to perform at the highest standards Johnson Matthey
has a relatively low veluntary stafl turnover (7 6% in calendar
year 2007 compared with 7 5% in 2006) wrth many employees
staying with the company for the whole of ther careers More
detalls of the group's training and employment policies are
given on page 33

Health and Safety

We monitor health and safety performance very closely across
all our sites We collect data on near musses as well as actual
acadents using an electronic Airs\Web system Over the last five
years the rate of greater than three day accidents has reduced
from 9 | per 1,000 employees to 27 per 1000 in 2007/08
Further KPls relating to cur health and safety performance are
set out on page 32 and in our Sustainability Report on the
company s website at www mattheycom

Environment

Johnson Matthey 15 committed to running its business in a
sustainable way which includes munimising the impact of our
own activities on the environment. On pages 30 to 32 we set
out the company’s five year record for total acid gas emissions,
total global warming potential, energy consumption, water
consumption and total waste Many of Johnson Matthey's
products and technologies provide a significant positive benefit
to the environment and details of some these are descnbed in
our Sustainability Report on the company’s website For example,
the amount of pollutants removed from the atmosphere by the
company's autocatalyst products since their introduction in
1974 now amounts o over four billion tonnes

Annual Report & Accounts 2008 9
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BUSINESS REVIEW

John Sheldrick

Group Finance Cirector

Autocatalyst manufactuning facility

Financial Review

Introduction

Johnson Matthey achieved very good results in 2007/08, with revenue well ahead of last
year as a result of strong underlying volume growth and rising precious metal prices Sales
excluding the value of prectous metals increased by 20% with all three divisions achieving
good growth Demand for catalysts was strong with expanding sales of diesel particulate
filters and a fulf year's sales of heavy duty diesel (HDD) catalysts to original equipment
manufacturers in Eurcpe and North America The group alsc achieved strong growth in
Asia, particularly in China, both for emission control catalysts and process catalysts

On 6th February 2008 we completed the acquistion of Argllon Group for €214 million
Argillon 1s an international group specialising in catalysts and advanced ceramic materials,
with teading technology for the contro! of emissions of oxides of nrirogen (NOx) Within
iis portfolio Argllon has non catalyst businesses manufacturing ceramic nsulators and
alumina products which Johnsor Matthey has offered for sale Under International Financial
Reporting Standards {IFRS) these businesses are classified as “assets held for sale” and their
results shown in discontinued businesses below profit after tax in the income statement

Also under IFRS we are required to caprtalise certan intangible assets upon
acquisttion such as the fair value of customer relationships, technology and trademarks
and then amortise therr value through the income statement In presenting the group’s
resulis we have focused on operating profit before amortisation of these "acquired
intangibles” which we believe provides a better guide to the underlying performance
of the group

Johnson Matthey



Operating Profit for the Continuing Businesses
[before amorusation of acquired intangibles]

2007 &t 2008

Year tc 31st March exchange
2008 2007 change rates change
£ milhion £ mdion % £ miton %

Environmental Technologies 1473 1229 +20 1219 +21
Pracious Metal Products 1021 853 +20 B46 +21
Fine Chermicals 8 Catalysts 671 64 2 +5 634 +6
Corporate (197 (372 (173

Operating profit 2968 2552 +16 2526 +17

US Dollar Exchange Rates

$iE
22

Average
$2 007/

Average
$1896/€

17
March 2006

March 2007 March 2008

Sales

Revenue increased by 22% to £7 5 billon Precious metal
prices grew strongly over the year which boosted sales in both
Enwvironmental Technologies Dvision and Precious Metal
Products Division Sales excluding the value of precious metals
rose by 20% to £1,750 mithon reflecting good underlying
volume growth and increased non precious metal matenal
costs, some of which are a pass through for Johnson Matthey

Ervironmental Technologies Diviston grew (s sales excluding
precious metals by 27% to £1,140 million Emission Centrol
Technologies (ECT) provided most of the growth with sales up
32%. Sales excluding precious metals of HDD catalysts to onginal
equipment manufacturers trebled to £159 millon as new emission
standards applied for the full year Sales of light duty products were
also well ahead with good growth in diesel particulate filters in
Europe and autocatalysts in Asia Process Technologies had a
good year with sales excluding precious metals up 10%.

Precious Metal Products Dvision's sales excluding precious
metals increased by 6% to £307 milhion with good growth in
the manufacturing businesses Fine Chemucals & Catalysts sales
excluding precious metals increased by 13% to £303 million
The dmsion achieved good growth in Asia and sales were also
boosted by the high pnce of rickel

Return on Sales excluding Precious Metals

Retum on

Sales excludng sales excludng

precous metals precious metals®
2008 2007 2008 2007
€miion £ mdon % %
Environmental Technologras 1,140 896 129 137
Precious Metal Products 307 200 332 294
Fine Chemicals & Catalysts 303 268 221 240

Continuing businesses 1,750 1454 170 175

* Cperatng profit before amortsation of acquired ntangbles dvided by
sales excluding precious metals

We measure return on sales as operating profit before
amortisation of acquired intangibles divided by sales excluding
precous metals Return on sales for the group fell by 05% to
170% in 2007/08 as a result of increased materal costs

ECT's return on sales has fallen in each of the last two
years as a result of the rapid growth n sales of new products
particularly fiters The uncoated filter substrates are currently
very expensive The price 1s agreed between the car company
and the subsirate supplier and the cost is a pass through for
Johnson Matthey Filter costs are now coming down and we
expect ECT's return on sales to stabilise at current levels
despite continued growth in these new products

Operating Profit

Operating profit before amortisation of acquired intangibles
rose by 16% to £296 8 millon Exchange translabion was
again adverse The impact on indnidual divisions 1s shown
in the table above

Enwironmental Technologies Division had an excellent year
with operating profit before amortisation of acquired intangibles
up 20% at £147 3 millon Argillon, acquired in February 2008
contrbuted £2 9 million of this profit growth Excluding
acquisiions profits were | 7% higher ECT generated most of
the growth with profits up in all three regions More details of
the dmsion’s performance are set out on pages 15 to 17

Precous Metal Products Owision also had a strong year
with operating profit 20% up at £102 | millon The dwvisions
marketing and distnbution business benefited from the favourable
conditions In the plabnum group rmetal (pgm) markets with the
average price of platnum nsing by 20% in sterling terms The
manufacturing businesses also had a good year Precious Metal
Products Dmiston’s resufts are set out on pages 18 and |9

Fine Chemicals & Catalysts Division achieved mid single
digit growth in operating profit, 1In line with volume growth inits
underlying markets, with profits 5% higher than last year (6% at
constant exchange rates) at £67 | milllon The dvisions results
are set out in more detal on pages 20 and 2|
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Exchange Rates

The man mpact of exchange rate movements on the group’s
results comes from the translation of foreign subsidianes’ profits
into sterkng Around a quarter of the group’s profits are made
in North Amenca, mamnly in the USA The average rate for the
US dollar was $2 007/£ compared with 1 896/£ for 2006/07
Each one cent change In the average rate for the dollar has just
under a £04 million effect on operating profit in a full year The
fall of | I cents in the average exchange rate for the doliar in
2007/08 reduced reported group operating profit by £4 1 million
The South Afncan rand also weakened, from RI34/£ to R14 3/
However, the catalysts manufactured by our South African
business are ultimately for export and the benefit of a weaker
rand on margins more than offsets the translaticnal effect
Sterling weakened against a number of other currencies,
particularly the euro, which partly offset the translation loss on
the US dollar Overall, excluding the rand, exchange translaticn
reduced group profits by £2 6 milhon compared with 2006/07

Interest

The groups net finance costs rose by £35 milion to £30 3 milion
as a result of higher average borrowings, partly offset by the
benefit of lower US dolfar interest rates towards the end of
the year Average borrowings were higher than last year when
net debt fell towards the end of the year following the sale

of Ceramics Dvision In 2007/08 net debt increased by

£245 & milien with most of the nse occurnng in February 2008
followang the acquisition of Arglion Group Interest rates for
short term US dollar borrowing fell towards the end of the
year as the US government tried to stimulate the US economy

Profit before Tax

Profit before tax and amortisation of acquired intangibles rose
by 16% to £2654 milbon After amortisation, profit before tax
was also 16% up at £262 3 million Included in profit before tax
i5aloss of £1 | million in asscciates compared with a profit of
£09 million last year This relates to AGR Matthey the
Awustrahan gold refining business in which the group has a 20%
stake, which 15 taking a restructuring charge to reduce the cost
base of its business

Taxation

The group’s tax charge for the year was £77 2 million, an
increase of £125 milion on 2006/07 reflecting the growth n
profit before tax and a shghtly higher overall average tax rate
The average tax rate for the continuing businesses was 29 4%,
an mcrease of 0 8% on last year The increase in the rate partly
reflected higher taxable profits in countnes where marginal tax
rates are above the group average, such as Japan and the USA.
Tax pad was £71.5 millon which was below tax payable and
less than tax pad in 2006/07 The difference anses from timing of
tax payments We are expecting tax pad to nse again in 2008/09

Earnings per Share

Underlying earmings per share were 9% up at 89 5 pence The sale
of the group’s Ceramics Division in February 2007 and a shightly

Johrson Matthey

higher average tax rate have had the effect of slowing the growth
in earmings per share n 2007/08 compared with growth in profit
before tax. Total earnings per share were 885 pence 9% below
2006/07 which included the profit on sale of Ceramics Dvision

Dwidend

The board 15 recommending to shareholders a final dividend of
260 pence, making a total dvidend for the year of 36 6 pence,
an mncrease of 9%, which 1s in ine with the growth n underiying
earnings per share The dividend would be covered 2 45 umes
by underlying earnings per share

Pensigns

The surplus on the group’s UK pension schemes increased by
£19 6 millon to £65 | millon on an [FRS basis at 31st March
2008 This increase was attributable to the rise In the discount
rate from 54% to 6 5% which reflected market rates applying
at 3lst March 2008 Long term inflation expectations have also
risen, from 3 1% pa to 35% pa, gmvng an increase in* real”
interest rates (1 e inflation adjusted) from 2 3% to 3 0% which
has resulted in a reduction in the actuarial valuation of the
pension scheme’s liabilities under IFRS

Worldwide, including prowvisions for the groups
post-retirement healthcare schemes the group had a net
surplus of £17 2 millon on employee benefit obligations at
31st March 2008 compared with £09 milion at 31st March 2007

Return on Invested Caprtal

The group's return on invested capital (ROIC) increased by
09% to 18 5%, despite high capital expenditure to support
future growth and the acquisition of Argillon in February 2008
On a post tax bass the group’s return was 13 1% which 1s 5 1%
above our estimated cost of capital of 8%

Our long run group target for ROIC on a pre-tax basis Is
20% and we made good progress in 2007/08 towards that goal
All our dmsions were comfortably above our pre-tax cost of
capital of | | 3%. Precious Metal Products Dvision was also
ahead of the 20% target with a retumn of 54 3% Environmental
Technologies Divsion's and Fine Chemicals & Catalysts
Dwsion's ROICs were 152% and |3 9% respectively

Return on Invested Capntal

Average Returnon
mwvested  investad
capital capital

2008 2008

€ milion %

Environmental Technologies 970 152
Precious Metal Products 188 54 3
Fine Chermicals & Catalysts 483 139
Corpeeate / other (34) nfa
Total group 1,607 185

* Average of opening and closing segment assets less segment labiiities as
shown in note 1 on the accounts on pages 62 and 63 For the group the
average of opening and ¢fosing equity plus net debt

* Operaung proft before amortisaton of acquired intangibles drwded by
average invested capital




Cash Flow

Johnson Matthey had a net cash outflow of £239 0 milhon in
2007/08 After taking into account the impact of exchange
translation on foreign currency borrowings and debt acquired
with subsidianes the group’s net debt increased by £245 6 mullion
to £6104 milion

The group spent £159 9 millon on acquisisons and disposals
in the year and a net £44 é milhion on share buy-backs Excluding
these tems the group had a free cash outflow of £345 million

This outflow was the result of major iInvestments in the year
on capital expenditure and working capital to support the growth
of Environmental Technologies Dvision, particularty Emission
Control Technologes In addrion, working capital grew as a resuft
of the sharp nse in precious metal prices towards the end of the
finanaal year which affected both inventories and recevables
In total, the cash outflow on working caprtal was £905 miflion
aithough the ratio of working caprtal to revenwe fell once agan

Change in Net Debt

2008 2007
£ milipn £ mulion
Cash flow from operating actvities 2107 159 1
Net finance costs / dmdends (101 6) @19
Capex / asset sales (1436} (1215
Free cash flow (34 5) 54 3)
Acquisitions / disposals (1599) 1185
Shares bought (446} (50 4)
Net cash flow (238 O 138
Debt (acquiredd} / disposed with subsidianes {36) 191
Exchange on net debt 30} 143
Change in net debt (2456) 47 2

Capital expenditure for the year was £145 0 million which
was [ 9 times depreciation (excluding amortsation of acquired
intangibles) Most of the investment was focused on Emvironmental
Technologies Divistan where capex was 2 4 tmes depreciation

Capital Expenditure to Depreciation

Year to 318t March 2008

Capltal Capex /

Tl: miflion £ millken " [irnes)

Emaronmental Technologies 1058 445 24
Precious Matal Products 120 135 09
Fine Chemicals & Catalysts 250 173 14
Corporate 22 20 LR
Total group 1450 773 19

Excludes amorusation of acquired intangibles

Environmental Technologies spent £1058 milion i 2007/08
with major investments in new capacity Emission Control
Technologies completed three new factones in the year i
South Korea, the Russian Federation, and Royston, UK. Two
new factories are now under construction in Macedonia and
Pennsylvania USA to manufacture diesel catalysts Additional
capacity is being installed in India, China and Japan Process
Technologies 15 iInvesting in additional capacrty in Clitheroe UK
to manufacture the latest generation of synthesis gas catalysts

Fine Chermicals & Catalysts Division increased rts capital
expenditure in the year to | 4 tmes depreciation with the
investment above deprecatton focused on Catalysts and
Chemicals where a new factory was completed in Shanghai
Ching, and on Research Chemicals for a new facility :n Germany

Capital Structure

Johnson Matthey has excellent growth prospects in its major
markets The board's policy 1s to maintain a strong balance sheet
to ensure that the group always has sufficient resources to be
able to inwest in future growth We have a long term target
range for gearng (net debt / equity} of 50% to 60% athough in
any given year gearing may fal! outside this range depending on
future plans

In February 2007 we sold Ceramics Division for £1460
millon Gearing fell to 33 8% at the end of the 2006/07 financiai
year In the first half of 2007/08 the group purchased 24 milkon
shares into treasury for £3% | milien taking the total number of
shares acquired over two years to 6 milion at a total cost of
£91 7 million (an average price of £15 28 a share) In 2007/08
a further £5 5 mullon was spent on purchasing shares for the
groups employee share ownership trust (net of proceeds of
option exercises) On |0th December we announced we had
reached agreement to acquire Argllon Group for €214 milhon
That acquisition took us over the 50% gearing threshold and
we suspended the share buy-back programme With continued
heavy investment in capital expenditure and working caprial, net
debt increased by £245 6 milhon to £6104 million and geanng
rose to 52 6% at 3!st March 2008 Despite the increased
investment, return on invested capital for the group improved

In 2008/0% we plan to spend about | 8 tmes depreciation
on capital expenditure with further increases n working capital
likely to be needed to support sales growth We are also
planning to sell the Insulators and Alumina businesses acquired
with Argllon and expect to reinvest the proceeds in further
bolt-on acquisitions

Borrowings
318 March 2008 318t March 2007

£ miflion * £ mifion %
Five to ten ysars 2565 3% 3002 69
Two to five yaars 2611 37 1097 25
Ona to two years 729 10 06 -
Within one year 1220 17 275 6
Gmss bormowangs (net of swaps) 7125 100 4380 100
Less cash and deposits 1021 732
Net debt 6104 3648

The increase in borrowings m 2007/08 was manly funded
out of the group’s committed bank faclites At 3tst March 2007,
following the receipt of the proceeds of sale of Cerarmics
Dwsion we had only drawn £154 milon under these faclities
At 31st March 2008 drawings had risen to £2307 millon out
of total commutted faciities of £ 3100 milon To increase our
headroom we have recently agreed a further £/100 million
long term loan facilty from the European Investment Bank
whuch 15 provided to support the group's investment in research
and development.

Annual Repart & Accounts 2008

13



BUSINESS REVIEW

Left Platinum rings
Above Catalysts research and development

Below Catalysed diesel particulate fiiter manufacturing
Royston, UK.
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Operations - Environmental Technologies Division

Year to 31st March %

2008 2007 % at constant

£ million £ mithion change rates

Revenue 2,290 1864 +23 +24
Sales excluding precious metals 1,140 894 +27 +29
Operating profit* 147 3 1229 +20 +21

* Before amortisatron of acquired intangibles

Description of the Business

Ervironmental Technologies Dmsion 1s a global suppher of
catalysts and reiated technologies for applications which benefit
the environment such as pollution control cleaner fuel, more
efficient use of hydrocarbons and the hydrogen economy The
division consists of three global businesses

Emussion Control Technologres (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 ermissions from
industrial processes Manufacturing takes place in the UK,
Germany, Belgiumn, Russia, USA, Mexico, Argentina, South Africa,
Japan, Malaysia, India China and South Korea R&D faclities are
in the USA, UK, Germany, Sweden Japan South Korea and Brazil

Process Technologies

Process Technologies manufactures process catalysts for the
syngas, methanol, ammonia, hydrogen, gas / coal to products,
ol refinenes and gas processing industries Davy Process
Technology develops chemical process technologies and
licenses them to customers in the oil, gas and petrochemical
industres Our Tracerco business 1s an industrial leader in
specialist technology for the diagnostics, measurement and
analysis of process plant conditions across the hydrocarbon
chan Process Technologes 1s a global business with
manufacturing sites in the UK India and China, supperted by
several UK based technology centres and technical offices

in key centres around the world

Fuel Cells
Johnson Matthey is a world leader in catalysts and catalysed
components for fuel cells

Key Statistics

Return on sales excluding precious metals 12 9%
Return on invested capital (ROIC) 152%
Caprtal expenditure £105 8m
Capex / depreciation 24 times
Average invested capnal £970m
Employeses 4730

Performance in 2007/08

Cur new Environmental Technologies Division achieved strong
growth in the year Revenue rose by 23% to £2,290 million
sales excluding precious metals were 27% up at £1,140 miflion,
and underlying operating profit (before amortisation of acquired
intangbles) increased by 20% to £147 3 milhon Translated at
constant exchange rates, sales excluding precious metals increased
by 29% and underlying operating profit was 21% higher

Emission Control Technologies

Eruission Control Technologies' sales excluding precious metals
grew by 32% to £903 millon Sales of heavy duty diesel (HDD)
catalysts to original equipment manufacturers (CEMs) accounted
for £105 millon of the increase rising from £54 million n
2006/07 to £159 milhon in 2007/08 Sales of Iight duty products
were also well ahead with good growth in Asia and increasing
fitment of particulate filters on new diesel cars in Europe
The acquisition of Acgillon added £11 4 millkon to sales and
£29 milion to operating profit before amortsation of acquired
intangibles i the last two months of the year Profit growth was
stronger in the second halfl of the year than the first with the
drision benefiting from improved eflicencies

Return on sales (operating profit / sales excluding precious
metals) for ECT i 2007/08 was lower than in 2006/07 reflecting
the change i product mix with rapid growth in products using
expensive filter substrates (which are a pass through cost for
johnson Matthey) The cost of substrates for these new products
15 now beginning to come down Going forward, ECT's return
on sales 15 expected to stabiise at current levels desprte the
continued growth in sales of new products
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In Johnson Matthey’s financial year to 31st March 2008
global light duty vehicle sales increased by 4 5% to 700 midlion
Production rose by 5 7% reflecting an overall increase in
mventories Around half of the growth in preduction came in
Asia, which was 8 4% up on last year Within Asia, sales grew by
20% in China and 12% in India Other markets showing strong
growth include South America, Eastern Europe and Russia ECT
15 well represented in afl these focations Light duty vehicle sales
in North America were 3 9% down in our financial year

Estimated Light Vehicle Sales and Production

Year to 31st March
2008 2007 change
milllons mions. %
North Amenca Sales 1986 204 39%
Production 147 150 -20%
Total Europe Sales 224 214 +4 7%
Production 223 212 +52%
Asia Sales 179 164 +8 1%
Production 270 249 +8 4%
Global Sales 700 670 +4 5%
Production 704 666 +57%

Source Global Insight

We continue to see Increasing demand from many of the
leading car companies in Europe for diesel particulate filters
{DPFs) to remove particulates from diesel exhaust emissions
Although legislation requinng such ermission control devices does
not come into full force in Europe until October 2010, most car
manufacturers have started to fit these dewvices earhier Nearly
8 million diesel cars were sold in Western Europe last year of
which less than half were fitted with DPFs Over the next two
and a half years the DPF market « set to double as all new diesel
cars will require fitment. In 2007/08 we constructed a new
factory in Royston, UK to manufacture catalysed DPFs doubling
our existing capacrly to meet the anticipated market growth

During the year we alse completed 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

Johnson Matthey

ermissions legislation requinng autocatalyst fitment in Russia in
the spring of 2006

Qur business in Asia contnues 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 2007/08 we
achieved strong volume growth in China, Indra and Japan and our
operation in Malaysia also continued to perform well Our new
plant in South Korea (our fifth in the Astan region) was opened in
February 2008 This new plant will manufacture catalysts for both
diesel and petrol powered vehicles and will carry out research
and development actmvities to support the rapidly growing Korean
motor industry Further capacrity expansions are planned for each
of our factories in China, India and fapan

Despite continued weakness in the domestic car market,
our North American business achieved good growth in the
year with the introduction of new diesel products Most of the
growth was for HDD products but light duty diesel catalyst
sales for pick up trucks alsc increased significantly

We expect the value of the global market for HDD catalysts
to grow from an estimated US $700 million (excluding precious
metals) by the end of 2008 to approximately US $3 bilion by
the end of 2014 New standards are scheduled to be mtroduced
in Europe in October 2009 and North Amenica and Japan in
2010 which wiil require the use of additional catalysts Legislation
i1s also planned in South Korea, China India and Brazil In 201 |
legistation wall start for non road vehicles in Europe and North
Amenca To meet this rapid growth in demand and further
expansion in the light duty diesel market Johnson Matthey 15
constructing new factonies n Macedonia and Pennsylvania, USA
whuch should be operational by the end of 2009

The acquisiion of Argllon in February 2008 adds valuable
technology to ECT's exsting erussion control capabilities for
controlling oxdes of nitrogen (NOx) As well as products for the
HDD truck market, Argllon manufactures catalysts for power
plants, ndustnal applications and waste ncineration plants These
products have application in coa! fired power stations to reduce
harmful NOx emissions This could become a major market in a
few years tme as coal 15 Increasingly used to produce electncity
and people around the world become more concerned about air
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quality The acquisition of Argillon also adds to ECT's existing
business selling NOx control systems for large stationary engines
and in marnne apphcations

Process Technologies

Process Technologies sales excluding precious metals grew by 10%.
The Ammonia, Methanol, Oil and Gas (AMOG) business was
well zhead of last year with continued strong demand for catalysts
and purification matenals for industries where hydrogen or
synthesis gas are key intermediates Demand for methanol
catalysts was strong and, with new capaaty for methanol coming
on stream or under construction, the outlook for future growth
of catalyst sales continues to be encouraging In China a significant
number of projects are based on utilising the countrys targe
coal reserves and thereby reducing its reliance on expensive
imported ol

The high pnee of oll s encouraging the use of more catalysts
for hydrogen production in oll refinenes and increased sales of
punfication materals to remove pollutants such as sulphur and
mercury Sales of ammonia catalysts were also buoyant in 2007/08
with growth stimufated by significantly increased demand for
ammonia used 1n the production of fertihser

Davy Process Technology, which develops and licenses
chemical process technologies, had another good year Major
licensing contracts ncluded oxo alcohel projects in China and
India, a methylamine and choline chlonde project in Thailand and
a methanol hcence for a coal to methanol project in the USA,

Tracerco Process Technologies' ol services business, also
achieved good growth In the year, successfully integrating Quest
TruTec which was acquired in Aprid 2006 The tigh ol price
continued to stmulate strong demand for Tracerco's specialist
diagnostic services and equipment for ail production ptatforms
and refineries

A major expansion programme Is underway at our UK
factory in Citheroe to manufacture the latest generation of
catalysts for AMOG We are also continuing to nwvest heavily
In research and development on new products including novel
catalysts and technologies for converting gas and coal nto
petrochemical intermediates and fuels

Oman Methanol Company LLC Plant, Oman

Fuel Cells

The net expense of our Fuel Cells business continues to fall as
demand for its products grows In 2007/08 the net expense fell
by £09 million to £6 4 millon The order book for its products
I1s strong and reflects an ncreasing range of applications as
customers start to commercalise niche fuel cell products Sales
of membrane electrode assemblies {(MEAs) grew over a broad
base to companies that are commercizhising fuel cells using
hydrogen, methanol and natural gas as fuels

Fuel cells fuelled directly by methanol (BMFC) sustained
the growth seen last year and the number of companies
supplying this type of technology also grew Applications include
portable power supplies and battery rechargers that remove
the dependence of battenes on mains charging Ths 1s useful
not only In areas remote from the grnid but also 1 situations
when the time taken to recharge a battery offine affects
productvity

Dunng the year many automotive compantes were publicly
robust in their view that hydrogen powered fuel cell cars were
the way forward and the Califorria Authorities have confirmed
that the timescale for zere emission vehicle introduction 15
unchanged The combination of fuel cells with batteries that can
be recharged from the mains 15 attractve to car compantes and
legislators alike

In a significant development, the use of natural gas
powered fuel cells to provide combined heat and power to
commercal buldings has progressed well and we have seen
growth in sales of both catalysts and MEA components to this
sector this year Interest m these products 15 supported by the
Increasing concemn over carbon dioxade emissions from
buldings and the sensitiwity of developers and major comparies
to this 1ssue
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Operations - Precious Metal Products Division

Year to 31st March %
2008 2007 % at constant
€ million £ miltion change rates
Revenue 4,688 3824 +23 +26
Sales excluding precious metals 307 290 +6 +7
Operating profit 1021 853 +20 +21
Description of the Business Key Statistics
Precious Metal Products Drvision 18 orgarised into five businesses Retwrn on ssles excludng precious matals 32 2%
Return on nvasted capital [ROIC) 54 3%
Piatnum Marketing and Distnbution Caprtal expenditure £120m
Capex / depreciation 09 times
The business consists of our worldwide platinum marketing and Average wasted capral c188m
distribution activities Marketing 1s headquartered in Roysten, Employees 1,059

UK with support facilities in Philadelphia, USA and Hong Kong
We are the world's [eading distnbutor of platinum group metals
(pgms) and the sole marketing agent for Anglo Platinum, the
world's largest producer of platinum

Noble Metals

Noble Metals produces a wide range of precious metal and
other fabricated products for industrial and medical applications
Johnson Matthey 1s the market leader In pgm fabncated
products for industral applications Manufacturing takes place in
the UK and USA.

Pgm Refining and Recycling

Qur Pgm Refining and Recycling business includes the recovery
of pgms from spent catalysts and other secondary materials and
refining pnimary pgms from global mining operations We have
facilities in the UK and USA

Colour Technologies

Headguartered in the Netherlands, our Colour Technologies
business manufactures black obscuration enamels and siver
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 Manufactuning takes
place in the Netherlands, USA and South Korea

Gold and Siver

Gold and Silver compnses our gold and siver refining and
bullion manufacturnng operations The business serves the
world's mining industnies and recycles secondary scrap material
Gold and silver refining operations are located m the USA

and Canada

Jehnion Masthey

Performance in 2007/08

Precious Metal Products Dvisions revenue increased by 23%
to £4 688 millon, boosted by higher prices for pgms In sterling
terms the average price of platinum rose by 20% Sales excluding
the value of precious metals were 6% up at £307 million with
good growih in the dvision's manufactuning businesses
Operating profit grew by 20% to £102 | millon Translated at
constant exchange rates, sales excluding precious metals
increased by 7% and operating profit grew by 21%

Platinum Marketing and Distnbutian

The Platinum Marketing and Distribution business achieved

" strong profit growth in favourable market conditions Global

demand for platinum in vefume terms rose by 9% in the
calendar year 2007 Demand for platinum in autocatalysts also
increased by 9% with much of the growth generated in Asia
Heavy duty diesel emission control catalysts also contributed
addrtional dermand Off-take from jewellery manufacturers was
surprisingly resiient, only shghtly down in the face of the nsing
price of platinum which encouraged de-stocking and recyching
of old jewellery

The pnce of platinum was greatly influenced by supply side
concerns in 2007/08 The first nine months of the financial year
saw a steadily nsing price supported by a series of production
problems in South Africa In january 2008, the price began to
ncrease dramatically as power shortages threatened to severely
curtal South Afncan platinum production Platinum peaked at
an all time high of $2 276/0z n earty March, averaging
$1.474/0z for the year Supples of platinum declined in 2007/08
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due to these production problems in South Africa The platinum catalysts used in the abatement of mitrous oxide, a powerful
market was therefore in significant supply / demand deficit, greenhouse gas produced as a by product in the manufacture
adding to the pressure on the price of nitnic acid has continued to develop Early sales have been
The palladium price also reached its peak in March 2008, made and we have developed a strong positron in this market
touching $588/0z Although South Africa 1s only the world's which should generate good revenue growth in the future
second largest palladium producer, the bullish platinum
sentiment arising from production problems spilled over to its Pgm Refining and Recycling
sister metal The average price for the year was $38 l/oz.
Physical demand for palladium rose by 4% in 2007 Qur Pgm Refining and Recycling business had another good
Autocatalyst demand increased due to higher gasoline vehicle year assisted by higher pgm prices and increased intakes of
production outside Europe However; demand from Chinese secondary matenal especially autocatalyst scrap Due to process
jewellery manufacturers fell after pipeline filing In previous improvements and better utlisation of global refining capacities
years Palladium supply was higher than m 2006 due to an the business delivered further reductions i the amount of pgms
increase in Russian sales increasing the substantral surplus of held in the refining cireuit The business continues to work dosely
supply aver demand with key customers to develop processes and refining services
The price of hodium rose sharply in 2007/08, touching a that will support them in being successful in their markets
peak of $9 425/0z in March 2008 The average pnce increased
significantly for a third successive year to reach $6 753/oz Colour Technologtes
Steady derand from the automotive and glass fabrication Colour Technologies achieved further good growth in 2007/08
ndustries left little metal to be offered in the spot market The business maintaned its reputatron for innovation by
Supply showed a shght increase as South African producers commeraalising several new products during the year These
sold more metal from refined rhodium stacks but this was included some highly chemically resistant obscuration enamels
insufficient to ehiminate a supply / demand deficit and relieve for the automotive industry and a range of ervironmentally
pressure an a market which was already ilhquid friendly decorative enamels and porcelain colours New
After the dramatic nise last year, ihe price of nuthenium products for the fire retardant and photovoltaic markets also
declined steadily in 2007/08 as demand from the electronics achieved inttsal sales and these are expected to contnue to
industry for hard disk memory storage was met by adeguate grow strongly In the near future
supply and expanded recycling capacity
Gold and Silver
Noble Metals On 4th May 2007 we sold our small Hong Kong gold refinery
Johnson Matthey's Noble Metals business had a very good year to Metalor Technologies The group’s remaining gold and stver
Our operations in the UK and USA both enjoyed good refining operations are now located in Salt Lake City, USA and
demand for high quality wires and fabricated products Sales of Brampton Canada These operations had a good year benefiting
catalyst gauzes for nitnc acid proguction also grew Sales ta the from the high gold and silver prices which sumulated good
medical industry from our three sites in California were shghtly flows of primary and secondary matenals
down as custormers experienced lower demand The market for
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Operations - Fine Chemicals & Catalysts Division

Year ta 31st March %
2008 2007 % at constant
£ milion £ million change rates
Revenue 521 463 +13 +15
Sales excluding precious metals 303 248 +13 +15
Operating profit 871 642 +5 +b
Description of the Business Key Staustics
Fine Chemicals & Catalysts Dwision is 2 global supplier of fine :e"-'”‘ on salgs ::"'“d'“gl F(’F"Bt;‘g;'s metals 22 ;:
eturn on invested capital 1
chemicals, catalysts and other speciality chermical products and Capital axpenditure €95 0m
services to a wide range of chemical and pharmaceutical Capex / depreciation 14 times
industry customers and research institutes Average invested capita! £483m
Employees 1,713

Catalysts and Chermicals

The Catalysts and Chemicals business manufactures precious
and base metal catalysts, fine chemicals and electrochemical
products The business sells its products to customers in the
specialty chermucal, pharmaceutical, fine chernical and other
markets Manufacturing takes place in the UK, USA, Germany
India and China

Macfarlan Smith

Macfarfan Smith manufactures active pharmaceutical ingredients
(APIs) and intermediate products for the pharmaceutical
industry The business specialises n APls for controlled drugs
particularly opiate products Most of Macfarlan Smith's
customers are genenc pharmaceutical comparies The business
1s headquartered in Edinburgh, UK

Pharmaceutical Matenals and Services

The Pharmaceutical Materals and Services business manufactures
APls and provides services to the pharmaceutical industry The
business specialises in the manufacture of plabinum based
anticancer APIs and controlled drugs and provides a full range
of commercial scale manufacturing services for APls to both
genenc and branded pharmaceutical companies The business
has operations in the USA and Ireland

Research Chemucals

The Research Chemicals business is a globally integrated
catalogue based supplier of speciality inorganic and organic
chemicals f operates under the Alia Aesar brand name and 1s
based in the UK, USA, Germary, China and India

ohnsen Machey

Performance in 2007/08

Cur new Fine Chemicals & Catalysts Division achieved good
growth n the year Revenue increased by 3% to £521 million
sales excluding precious metals rose by 13% to £303 milkon
and operating profit grew by 5% to £67 | milhon Translated
at constant exchange rates, sales excluding precious metals
increased by 5% and operating profit grew by 6%

Return on sales (operating profit / sales excluding precious
metals) was below last year but sull sabsfactory at 22 1% The
dvision achieved good growth in sales of nickel containing
catalysts where the high pnce of nickel boosted sales value but
reduced the overall percentage returm on sales

The integration of the new division has gone well with a
number of inatives to cross sell products and services as well
as to capitalise on the common, key competencies that run
across the drision which should support future sales growth
The majority of the speciality chemicals markets into which the
dmasion sells continue to expand and most of the dwston's
pharmaceutical industry customers are generic drug
manufacturers who are also currently enjoying good sales growth

Catalysts and Chemicals

The Catalysts and Cherrecals business performed well in the
year generating about 40% of the division’s sales excluding
precious metals The business expenenced strong growth in the
Asian region notably in China, and in heterogeneous catalyst



sales in India, supporting the rapidly expanding pharmaceutical
ndustry there We completed an expansion of capacity in
China for platinum chemicals and catalysts and we are investing
in a number of other new facilities in China for rmanufacturng
sponge mickel catalysts for the local market in India to provide
improved service levels, and alse in Germany for catalyst
production

Our faciities in Germany achieved good volume growth
with increased sales of catalysts used in the manufacture of
edible oils and chemical products Cur business developing
chiral ligands, which are used in highly specialised catalysts for
the pharmaceutical industry, aiso showed good growth from a
low base and offers good prospects for the future

Macfarlan Smith

Macfarlan Srith's sales of specialist opiates particularly
oxycodane, showed good growth, more than offsetting a
dechne in hydromorphone as a result of increased competition
The world market for opate drugs, which are pnmanly used to
treat pain continues to grow Use of these products increases
as the world's population ages and health care improves in
developing economies In additton growth s supported by the
introeduction of new applications and new dosage forms,
particutarly for specialist opiates, which enable broader, more
controlled use of these medications

Pharmaceutical Materials and Services

In North Amenica, the dwsion’s Pharmaceutical Materials and
Services business achieved steady growth in revenue Sales of
platinum based anticancer APls were shightly below last year but
sales of opiate products showed good growth Revenue from
contract research also continued to Increase

Johnson Mattheys new chemical and catalyst manufactunng facilty in Shanghar China.

There 15 an opportunity for additional growth from the
launch of new products, including the agreed launch in Apnl
2009 of Barr's genenic version of ADDERALL XR® We expect
10 see steady growth in sales of APls for generic controlled
drugs particularly those used in the treatment of pan which
15 a growing market, and in speciality niches like prostaglandins
Prostaglandin AP!s manufactured by the business have been
used by customers in developing new generic products and
several of these are in the process of review for regulatory
approval

Research Chemicals

Research Chemucals achieved good growth in the year with
increased sales in North Amenica, Europe and Asta. The business
receved a good contnbution from its jont venture in China
which started operation last year achieving rapid growth from a
low base With increasing demand for its products. the business
15 Investing i the expansion of faclities in India and Europe

Research Chemicals’ main brand name 15 Alfa Aesar which
sells through a globally recognised catalogue In Janwary 2008,
Alfa Aesar launched the latest edition of the catalogue The
catalogue includes 30,000 chemicals metals and other matenals
of which 3,000 were new compared with the last edition
These new products included many novel fine organics, fuel cell
components, pure metals and catalyst / Iigand kits Under [FRS
the costs of prepaning the catalogue are expensed when the
catalogue 1s 1ssued to customers, aithough the catalogue itself
will fast two to three years This has the consequence of
reducing the business’ reported margins in the year of launch
and increasing them in the following years
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Left Electron probe microanalysis image showing the
distribution of metals in an autocatalyst

Above SuperSTEM (scanring transmission efectron
micrascopy) image showing the location of promoter
atoms in Fischer Tropsch catalysts

Below Materals preparation facilities at the Johnson
Matthey Technology Cenire
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Research & Development

Research and development 1s an mtegral part of Johnson
Matthey s high technology businesses One of the group's
strategies 1s to differentate ourselves by using our world class
technology and we invest significantly in research and
development to develop new products and manufactunng
processes In 2007/08 Johnson Matthey spent £730 million
gross on R&D

\We have a group technology centre located at Sonning
Common in the UK which 1s focused on longer term research
and has a worldwide reputation for excellence in catalysis and
precious metals technology [n addition we have important
research centres at Royston, Bilingham and Stockton-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 Technology Centre

The Johnson Matthey Technology Centre (JMTC} 1s the group's
central resource for longer term research and employs over
180 world class scientists it supports the research and
development of new products and technology across all of
Johnsen Matthey's businesses and has expertise In catalysis
precious metals, materials science and many other fields in
which Johnson Matthey operates

JMTC has state of the art faclibes and resources for the
development and testing of catalysts as well as one of the most
advanced analytical science groups in the werld, equipped with
the latest tools for materiats charactensation

Collaboration 1s important and [MTC works closely with
the group's global network of business specific technology
centres and development groups it also participates in external
collaborative research and development programmes
worldwide

Many projects at JMTC are sponsored by the operating
dwisions to meet their longer term objectives alongside which
run a number of core science projects to address the
fundamental science that hes at the heart of many of our
businesses Qur core science projects also address sustainabslity
1ssues such as energy efficiency, waste reduction, resource
thrifing and low carbon technology These projects focus on
improving the sustainabiity performance of our own operations
and on developing the next generation of sustainable products
and technologes for our customers Knowledge gained in the
core science programmes Is used to accelerate and improve
product development across the group reducng tme to
market and improving our ability to design products to meet
cusiomers’ needs

Materals charactenisation 1s a key component of all our
R&D programmes We have state of the art facilities and unique
expertise in house as well as access to some of the worlds
most advanced equipment. These techniques provide us with
an insight into the structure of matenals at an atomic level
which gives us the ability to refate the chemical structure of our
products to their performance This provides knowledge and
information which is wital to the design and opumisation of new
and enhanced products for our customers

Three examples of how this approach 15 being used to
deliver advanced new catalysts for the Environmental
Technologies Dvision are outlined below

Fischer Trapsch Chermistry at the Nano Scale

Fischer Tropsch (FT) catalysis 1s a key step in gas to hquids
{GTL) processes and will be a key enabler in the conversion
of coal and biomass to hquid fuels Although FT catalysis was
discovered rearly one hundred years ago, 21st century
applicauons will require the design of caialysts with specific
functionalities Johnson Matthey has pioneered the use of
advanced charactensation techniques to examine the structure
of FT catalysts from mucron scale catalyst particles nght through
to indmdual atoms at the nano scale

Using our in house expertise and working in collaboration
with werld leading academic groups, johnson Matthey has been
able to fully characterise FT catalysts at the nano scale This
detaled understanding 1s enabling us to assist customers in the
design of advanced FT catalyst systems with speafic functionalities,
tallored to ther individual requirements

Fuel Cell Catalyst Desigh

In fuel cell catalysts, the specific arrangement of surface and bulk
atoms holds the key to optimising catalytic actvity and selectrvity
Determining the detalled structure of catalyst particles is
therefore fundamental to developing the optimum fuel cell
catalyst Johnson Matthey has been working in collaboration
with a number of academic partners to study the arrangement
of atoms within ndmvidual fuel celi catalyst particles Advanced
techniques such as solid state nuclear magnetic resonance and
x-ray absorption spectroscopy have been used to provide wital
information about the arrangement of atoms and their nearest
neighbours In addition a specially designed fuel cell allows us to
characterise catalysts in situ under realistic operating conditions
Scientific knowledge gained from these advanced techriques will
enable Johnson Matthey to destgn and manufacture optimum
fuel cell catalysts of the future

Advanced Charactensation of Autocatalysts

johnson Matthey’s Emission Control Technologies business
manufactures platinum group metal (pgm) contamning catalyst
systems to remove harmful poflutants from automaotive
exhausts Catalysts must perform to meet legislated limits for
exhaust emissions but must also have the durability and
longewity to operate effectively under the harsh operating
conditions of a vehicle

Understanding how and why these catalysts deactvate
over time 1s key to the manufacture of the next generation
of highly active, highly durable products Deactvation of the
catalyst 1s usually due to a reduction in surface area of the
active metal species caused by particle size enlargement. At
JMTC we are using our characterrsation expertise to examine
the sizes of pgm nanoparticles in autocatalysts and the routes
by which they intermix over time

In our laboratornes we subject catalysts to accelerated
ageing and use a range of advanced techniques to charactense
the aged materals The data obtained enables us to exarmine
and understand how metal particles aggregate over tme This In
turn can be related to catalyst performance Further developing
our understanding of the relationship between metal particle
aggregation and catalyst ageing enables us to design more
effecuve products for our customers
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Risks and Uncertainties

There are a number of potential nsks and uncertainties which
could have a matenal impact on the groups fong term
performance

Technological Change and Patents

Much of the group's business is focused en selling products
which are technologically advanced or employ technolegcally
advanced processes in therr manufacture In most cases these
products are subject to continuous improvement as new
technology 1s developed The group 15 exposed to the nisk that
if it does not keep up with changes in the market place its
products will no longer be competitive This 1s both a threat
and an opportunity since Johnson Matthey can gain business as
well as lose it. The group's strategy to meet this nisk 1s to invest
significantly In research and development to mamntain 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 maintamns, as well as the nisks ansing from new third party
patents and the benefits that anse from the expiry of third
party patents All the groups divisicns have significant registered
intellectual property The pharmaceutical matenals businesses
supply 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
chaflenged, this can affect the group’s resufts 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 infringement

Legislation

Much of the stimulus for the development and growth of
Johnson Matthey's products arises from new legislation
governing the environmental or health impact of its customers’
products in different jurisdictions werldwide This s most
significant for Emission Control Technologies where historic and
future growth depends on global tightening of emissions imits
for on road and non road vehicles tegistation 1s also relevant
for some of the group’s other businesses Process Technologies
and Fine Chemuicals & Catalysts manufacture products to
remove contarminzants or to produce particularty pure
chermicals Colour Technologies 1s supported by legislation
phasing out lead, cadmium and other heavy metals from glass
and ceramic glazes The development of the fuel cells industry
I1s also impacted by clean air regulations and the drive towards
zero emissions within both locat and national legislabon

johrson Macchey

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 significantly
Johnson Matthey monitors the development of legislation
globally and coordinates ts development work to ensure it can
achieve greatest advantage from each new requirement. Regular
reviews are undertaken at the business and group level to
montor growth and to investigate other areas of potential if
legislation slows

Global, Political and Economic Conditions

Johnson Matthey operates in over 30 countnes around the
world including several within Africa, Asia and Latin America
While benefiting from the opportunities and growth in these
regions the group 1s exposed to the economig, poliiical and
business risks associated with such international operations The
group encounters different legal and regulatory reguirements
including those for taxation environmental, operational and
competitive matters It 1s exposed to the effect of political nsk
which can include sudden changes in regulations, expropnation
of assets imposition of trade barriers and wage controls lirmits
on the export of currency and volatiity of prices, taxes and
currencies The group I1s exposed to possible natural catastrophe
risk, for example through major earthquake or flood and
possible terrorist action Management menitor such risks,
maintaining adequate insurance cover and amending business
procedures as appropriate to mitigate any exposure while
rernaning i compliance with local and group requirements

Environmental Liabilitres

The environmental laws of various jursdictions 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 out on the company’s website at
www mattheycom The group incurs costs annually in meeting
these obligations and also mantains prowisions for potential
habiliies [f existing provisions are inadequate io cover any
habilities or the associated costs anising from environmental
obligations this coutd materially impact the group’s results

Commerciai Relationships

Johnson Matthey benefits from close commercial relationships
with a number of key customers and supplers The loss of any
of these key customers or suppliers, or a significant worsening
n commerual terms could have a material iImpact on the
group’s results

Johnson Matthey devotes significant resources to
supporting these relationships to ensure they continue to
operate satsfactonly From time to tme the group undertakes
surveys of customer satisfaction which are reviewed by the
board Some of the relationships are supported by long term
contracts, notably the group's relationship with Anglo Platinum




Heavy duty diese! catalyst manufactunng in the LISA

Foreign Exchange

Johnson Matthey operates globally with the majonty of the
groups operating profit eamed outside the UK. it has sigruficant
investments outside the UK with the single largest investment
being in the USA. As such the group 15 exposed to movements
In exchange rates between steriing 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 n more detal on pages 27
and 90

Precious Metal Prices and Controls

A large proportion of the group’s activities involve managing
precious metals which have inherent risks assocated with them
in addition to brnging valuable business opportunities

While the group could be vulnerable to a global disruption
in the supply of platinum group metals « has access to world
markets for these metals and is not dependent on any one
source for ohtaning supples for operations

Precrous metals have high pnces which can fluctuate
significantly and thvs can have a matenal impact on Johnson
Matthey's results The group's policies for managing this risk are
set out n more detait on page 27 The high value of precious
metals means that any process losses could be matenal and
there remains the possibility of theft or fraud Johnson Matthey
has extensive expenence in operating with precous metals and
employs strict secunty, assay and other process controls and
reviews to minimise any exposure Pohices are reviewed
regularly by the Chief Executive s Commuttee and reported to
the Audit Commuttee.

Platinum gram

Pensions

The group's defined benefit pension funds are well funded with
a net surplus at 31st March 2008 of £46 | mikon However,
this position 15 exposed to the risk of changes in interest rates
and the market values of investments as well 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 pages 71 and 72 These nisks are miigated by
paying approprate contributions into the funds and through

an nvestment asset allocation policy which has a high fevet of
probability of avoiding a material defiat based on the results
of an asset / kability matching study

Customer Market Dynamics

The group sells products to manufacturers who in turn use
these products to serve a diverse range of end markets The
group's performance s 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 custormer could negatively iImpact the group’s
results The group also has exposure to the wider automotive
sector as a whole which 1s 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 techrucal
demands from catalysts play a more significant role

Rusks are mittgated by monrtoring both industry
developments and market share at customers to prevent the
group from becoming unduly dependent on any single customer
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New autocatalyst manufacturng facility sn Krasnoyarsk, Russian Federation

Competitor Risk

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

Litigation and Investigations

The group 15 subject to a broad range of laws regulations and
standards in each of the junsdictons in which it operates
Fallure 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 1s subject to
inspections and monrtoring by certain regulatory or
enforcement bodies and by the quality departments of some of
its major customers If existing provisions are inadequate to
cover any labilies ansing from such investigations this could
materally impact the group’s resulis
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Process catalysts

Energy and Raw Materials

The group’s products contan a broad array of raw materrals
and 1ts operations require significant levels of energy, notably
electriaty and natural gas Any increases or volatility in prices
and any significant decrease in the avarlability of energy or raw
matenials could affect the group's results Johnson Matthey
coordinates its global purchasing actvities to obtain the best
possible prices and uses hedging and other contractual means
where appropnate 1o minimuse this nsk and to benefit where
possible The high price of ol also benefits the group by
stimulating demand for new catalysts and technelogies supplied
by Process Technologies

Credit Risk

The group derwes a significant proportion of its revenue from
sales to major customers, particutarly in Emission Control
Technologies Sales to indvidual customers are frequently high if
the value of precious metals 1s included in the price The falure
of any such company to honecur its debts could matenally
impact the group's results

Johnson Matthey derves significant benefit from trading
with s large customers and manages the risk at many levels
Each business and dvision has a credit commuttee that regularly
montors its exposure The Audit Committee receives a report
every six months that details all significant credit lirmits, amounts
due and amounts overdue within the group and the relevant
actions beng taken As at 3lst March 2008 no single outstanding
balance exceeded 2% of the group’s market capitalisation
Further details of the group's credit control procedures are set
out on page 89




Plaunum and Palladium Prices
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Treasury Policies

Financial Risk Management and Treasury Polictes

The group uses financial instruments in particular forward
currency contracts and currency swaps to manage the financral
risks associated with its underlying business actvities and the
finznaing of those activiies The group does not undertake any
trading actvity in financial instruments Our treasury department
IS run as a service centre rather than a profit centre

Interest Rate Risk

At 31st March 2008 the group had net borrowings of
£6104 milion Some 30% of this debt was at fixed rates with
an average interest rate of 5 20% The remaining 70% of the
group’s net borrowings was funded on a floating rate basis

A 1% change in all interest rates would have a | 6% impact
on profit before tax and amorusation of acquired intangbles
This 15 within the range the board regards as acceptable

Liquidity

The group's policy on funding capacity 1s to ensure that we
always have sufficient long term funding and commutted bank
facilities in place to meet foreseeable peak borrowing
requirements At 3[st March 2008, the group had borrowings
under committed bank faciities of £230 7 milhion Total
committed bank facilities amounted to £3100 million of which
£79 3 millon was undrawn at 31st March 2008 To increase our
headroom we have recently agreed a further £100 million long
term loan faciity from the European Investment Bank. The
group also has a number of uncommitted facilities, ncluding
metal leases, and overdraft lines at s disposal

The ' credit crunch” and continued turbulence in the
financial markets so far has had little direct impact on Johnson
Matthey We do not invest in nisky financial instruments or

financial denvatives and the group's strong balance sheet and
financial performance mean that all the normal credit markets
are still open to us

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. In order to protect the group's sterling balance
sheet and reduce cash flow risk the group has financed maost
of its investment in the USA, Europe Japan and China by
borrowing US dolfars, eures, yen and renminbi respectively
Although an element of this funding 1s cbtained by directly
borrowing the relevant currency, a large part i1s 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 wn foreign currencies Currency
options are occasionally used to hedge foreign exchange
exposures usually when the forecast receipt or payment
amounts are uncertain Detals of the contracts outstanding

on 31st March 2008 are shown on pages 86 and 87

Precious Metal Prices

Fluctuations in precious metal prices can have a significant
impact on johnson Matthey's finanaal results Qur pohcy for all
manufacturing businesses 1s to hmit this exposure by hedging
against future pnce 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 sitver are fully hedged by
leasing or forward sales Currently the majority of the group's
platinum stocks are unhedged because of the lack of hiquidity in
the plattnum market.
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Top Left School children leam about catalyst
manufacturing during 2 visit to johnson Matthey s
Bilingham UK facility

Top Right A zerc emission hydrogen powered fuel
cell bus

Below Emission control catalyst manufacturing at

Johnson Matthey's new facility in South Korea.
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Sustainability

For a number of years, Johnson Matthey has adopted the pnnciples
of corporate social responsibility (CSR), embedded these into its
rsk management processes and reported on its performance in
this important area. In 2006/07 the Chief Executve launched an
snitiztive to broaden the companys definiton of these principles
to ensure a more sustanable business for the future

Sustanabiity 1s fiundamentally about the best long term way
to run a business There s growing concern globatly including
among our employees, our customers, our communities and
others with whom we work closely, about the way countries
companies and people are using the world's resources This Is
affecting people now In many ways and our decisions and actions
today will affect future generations for a long time to come

Work continued throughout 2007/08 and we have made
considerable progress in a number of areas In the early part
of the year we considered the implications for sustainability
through discussions at the company’s management conference
and a senes of high level serminars across the group which
sought to reach a consensus on how best to manage this
emerging toprc The conclusions stemming from this work were
reviewed and adopted by the Chief Executive s Committee
(CEC) and gained the full support of the board

One of the key conclusions 1s that sustanability should be
fully embedded into our routine management processes and
the CEC has agreed that this will apply from the 2008/09
budget year It was also concluded that If we are to make sold
progress we need to further refine our measures of
performance, set more challenging targets and measure our
achievement against these targets

In Becember 2007 the Chief Executive launched Johnson
Matthey's Sustainability 2017 Vision to all employees which sets
out the group's aspirations for the next ten years The full
staternent 1s avallable on the company's website at
www miattheycom and 1s presented in summary below

*  We are committed to the principles of sustainable
development and strive for outstanding resource efficiency
and carbon neutrality

*  We am to further develop and enhance sustanability as a
core competence and key driver of competrtiveness for
our business

*  We seek to encourage suppliers and customers to adopt
the values of sustanability which we uphold

*  We will apply our expertise to the development of a new
generation of sustainable products and services.

*  We am to more than double our earnings per share whilst
achieving zero waste to landfill and halving key resources
that we consume per unit output by 2017, our 200th
anniversary

The Sustanability 2017 Vision encompasses the commitments
aims and targets which will drive the business forward into ris
third century of operation For Johnson Matthey, there are two
key thrusts to the wision The first 1s about being more efficent
with the resources we use as a business and the second 15
about designing new products that help our customers to be
more sustanable and compettive Some of the ways in which
we are working towards achieving the vision are presented in
summary in this report,

Sustamnability 1s a challenging area for business but also
a very excring one for Johnson Matthey It presents an
opportunity to improve the efficiency of our offices nternal
operations and processes whilst also developing current and
future products and services to meet the sustanabity needs of
our customers There 1s a burgeoning market, n which we already
particspate, for products which benefit the environment There is
also a nascent market for a new generation of products which
enable the more efficient use of materals and other resources |
This represents a key opportunity for us Our active participation
In this emerging area also helps us to identify and manage the
risks of sustainability

Since the launch of the vision we have begun the process of
embedding sustamability into every aspect of our business From
2008/09 all businesses will be required to include their plans for
sustainability as an integral part of the annual financial budgeting
process These plans were presented and discussed with
management then agreed by the CEC at the budget discussions
n February 2008

We have also begun an extensive training programme for
employees designed to help them put the Sustainabilty 2017
Vision into practice in their day-to-day work The first session
was held in March and workshops will continue in 2008/09

During the next year, businesses will be working towards
their plans and setting approprate targets We expect this
process to evolve over a number of years and will be working
very hard to refine our measures of performance so as to
monitor our progress aganst the business level targets and group
targets n the wision Further work 1s amed at developing the tools
of sustainability Including those necessary to better estimate the
carbon intensity of our products and their complete life cycle

We will continue to report on our plans targets and
performance in this area As in previous years we will publish
a separate mare detaled report on-iine duning July 2008 This
year's report will be our first Sustainability Report and waill
provide more detai on our wision for 2017, what sustanability
means for us and how we will delver this for our customers
and society through better products and fewer impacts

Managing Improverent and Compliance

Johnson Matthey embraces a culture of continuous improvement
in all aspects of sustainability Continuous improvement is driven
through corporate pelicies, a comprehensive management system
and the commitment of our employees Johnson Matthey has
three key policy areas which provide the framework for the
management of ervironmental social and governance matters.
Ervirenment, Health and Safety (EHS), Employment, and Business
Integrity and Ethics

QOur ethical socal and environmental policies are well
established and over the last year further intiatives have been
undertaken to improve our operational performance In these
areas Details of these polices intiatives and our progress can
be found in Johnson Matthey's Sustainability Report and are
presented here in summary The full report can be found on
the company’s website at www mattheycom

As outlined In the Corporate Governance section (page 42)
the board has embedded environmental social and governance
matters into its sk management processes and formally reviews
the area once a year These matters are monitored by the CSR
Compliance Committee which 15 a sub committee of the CEC
A description of the committee can be found on page 42
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Stakeholder Engagement Environment, Health and Safety
Johnson Matthey undertakes a wide range of engagement Environmental, Health and Safety Policy Statement
activities focused on communication with individuals and The Chief Executive’'s Committee formulates and agrees a
organisations who are impacted by its operations or who may written policy statement which forms the basis of the group
impact on 1ts business both at corporate and divisional level EHS management system The board approves this policy
These include shareholders, fund managers, employees, statement which 1s signed by the Chief Executive and 1s
customers communities and national and international trade avalable at each site throughout the group as well as being
assocations The company plays an active role within the published externally This policy s presented in full n the
Chemical Industries Association (CHA) with representation on Sustanabilty Report and on the company'’s webste at
the CIA Council and other strategy boards Johnson Matthey www mattheycom
has also continued to play a leading adwvisory role through its
participation in a number of sector trade associations and
Environmental, Health and Safety Management
national and local government organisations The company Is
also actwely involved more broadly with other international lohnson Matthey s firmly committed to managing its activities
trade and government bodies to inform the development of throughout the group so as to prowvide the highest levet of
polcy in areas where Johnson Matthey's technology and protection to the environment and to safeguard the health and
products can play a pivotal role, for example 1n tmproving air safety of ts employees, customers and the community Our EHS
qualty and enabling the shift towards more sustanable policies prowvide the guding principles that ensure high standards
consumption and production Neil Carson, Chief Executive of are achieved at all sites around the world and are used to
Johnson Matthey, chairs the UK government's Business Taskforce promote continuous improvement based on careful rsk
on Sustainable Consumption and Production and 15 a assessment and a comprehensive EHS management system
prominent member of the Corporate Leaders Group which The group EHS management system Is reviewed regularly
has prowided valuable suggestions to UK government and the to ensure that it reflects international best practice and our
European Commussion on climate change issues A number of growing understanding of the practical application of sustainable
the companys senior management are involved In the UK development.
government's sustanability and chrmate change initiatives The corporate objectives, policies and group EHS
In addition to our work with the UK government, last management system define accountability and set the standards
Cctober Neil Carson was invited to give testimony on Business against which conformance audits are assessed This system 15
Opportunities in a Low Carbon Econemy in the US House of avallable to all employees via the company intranet All faciliies
Representatives Select Committee on Energy Independence have developed local policies to meet the requirements of
and Global Warming This was very welt received and resulted these corporate policies
n a number of follow up questions from members of the EMS compliance audits are an integral part of Johnson
committee Matthey's corporate EHS management system and are wital for
Further detals of Johnson Matthey's stakeholder the achievement of continuous improvement in all aspects of
engagement actnties can be found in the Sustanability Report EHS All Johnson Matthey operated manufacturing and research
on the company s websrte at www mattheycom and development faciliies are included n the audit programme
The audnt frequency for each facility 1s determined by the
scale, inherent risk and past performance of the operation
30 Johnson Matthey
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Audits review conformance with the group EHS management Regulation

system and compliance with national legislation, as well as
providing an cpportunity to share best environmental, health
and safety practices

The Group Occupational Physician undertakes business
health management reviews to provide consulting adwice 1o
guide the priortisation and planning of programmes to optimise
workplace health protection and promote workforce
sustainability The final year of the three year programme to
implement a revised corporate health management strategy
throughout the business was completed successfully All business
units now undertake annual heafth management continuous
improverent planning as a formal exercise to structure
appropriate programmes and services that meet changing
business needs

All audit reports (including health management reviews})
are reviewed by the CSR Complance Committee and
approprate follow up 1s taken on any outstanding ssues A total
of 42 detalled compliance audits were completed in 2007/08

Acadents and incidents are investigated to gain shared
learning and drive continuous EHS improvement. We also
monitor relevant events in our ndustry sectors to derive
additional learrung and assurance that we are working to the
highest standards and best practices Following the pubkcation
of the investigation reports on the inadents at BP's Texas City
refinery and at the Buncefield ol storage facility, we reviewed
these reports with a view to integrating any relevant learning
Into our existing EHS management systems. The review
generated a number of actions that will be completed dunng
the next financial year

IS0 14001

Over the past year continued progress has been made with the
implementation of ISO 1400+ in ine with our target of
achieving registration at ali major manufacturing sites by 2010
Three manufacturing sites two 1n India and one 10 South Korea,
achieved ISO 14001 registration duning the last year

The REACH regulation which intreduces the new EU chemucal
management framework 1s now in force and Johnson Matthey
has been preparing for its implementation since the final shape
of the legislation became clear several years ago This included
establishing a centrally coordinated REACH compiiance
programme covering all of cur operating urits and products
within the scope of the regulation Key objectves of the
programme are to assure uninterrupted product flows to
customers and ensure our high rate of product innovation
15 not affected To avoid unnecessary testing and reduce the
cost and technical burden of compliance, the company 1s
collaborating with other industrial companies under the
auspices of key trade associations Considerable effort has been
made to mantan dialogue and mformation flow throughout
the supply chain so that product and process materials and
their uses are well characterised Indmidual Johnson Matthey
business units wall be progressing substance pre-registration
and registration actions i line with REACH timelines from
June 2008 onwards

The company has also commenced its preparation {or the
anticipated widespread international rollout of the Glabally
Harmonised System for hazard classification of chemicals

Tramnng

Training 1s vital to ensunng continuous improvement in
environmental, health and safety performance A number of
seminars on high priority health and safety topics were
completed during the year across the group A senes of project
management traning courses have been completed in the US
and Europe, in which facility managers and engineers were able
to gan greater understanding and share best practice on how
to improve the EHS aspects and impacts of significant
development projects This traiming wilt be extended to Asia
during 2008/09
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Enviranmental, Health and Safety Performance

Jehnson Matthey undertakes a comprehensive annual review of
group environmental performance covening all manufacturing
and research and development faclies Where necessary past
environmental data has been restated to reflect changes in the
business, for example divestments and site closure The group
sold its Ceramics Division on 28th February 2007 and as such,
the data presented in this Sustainability section excludes any
contribution from Ceramics Omston

All of the manufactunng facilities across the group made
progress against their Indwidual environmental improvernent
targets duning the year and our five year performance 1s shown
In the tables on pages 30 to 32 The group’s total energy
consumption and total global warming potential reduced by 3%
and 2% respectively during the year Relative 1o sales excluding
precrous metals, both decreased by 24% compared to the
previous year Total ermussions of acd gas (primanly oxides of
nitrogen NOx) reduced by 8% in absolute terms and by 28%
relative to sales excluding precious metals The total amount
of waste generated during the year increased by 8% across
the group although relative to sales excluding precious metals,
waste generated decreased by 16% Durnng the year water
consumption for the group Increased by 7% as a direct result
of increased production by our Emission Control Technologies
business When calculated relative to sales excluding precious
metals, water consumption reduced by 17% across the group

There 1s a group reporting system to record and investigate
occupational llness inaidents ansing as a result of exposure to
workplace health hazards An overall reduction of more than
25% has been achieved in the annual Incidence of occupational
Mlnesses since the reporting scheme was introduced in 2005

Accidents are actvely monitored and detailed statistics are
compiled monthly at group level In April 2006 the CEC set a
new group target of zero greater than three day acadents

Our safety performance has improved dunng the past year
with the inadence of greater than three day acaidents at [ohnson
Matthey calcutated as 2 65 per |,000 employees in March 2008,
a reduction of 39% from 4 38 reported in March 2007 The total

Johnson Macthey

number of acaidents that resulted in lost time was 68,an | 1%
reduction compared 1o the previous year (76 restated) During
the same time period, the total accident rate reduced by 8%
from 877 to 805 per 1,000 employees per year

In 2007/08 the number of days lost per | 000 employees
per year was 68, a reduction of 12% compared with 2006/07
All acadents were thoroughly investigated to determine root
causes and assign appropnate preventative and corrective actions

On 27th July 2007 Avocado Research Chemicals Uimited,
a subsidiary of the company, was fined £60C and ordered to
pay £100 costs afier pleading guilty at the City of London
Magistrates’ Court to the unlawful exportation of a controlled
chemical substance Following the incident, the business has
improved Its automated ordenng system and recrutted a
dangerous goods compliance specialist to prevent recurrence

Environmental, Health and Safety Targets

Johnson Matthey continually monitors environmental, health
and safety performance in order to rdentify those 1ssues most
pertinent to the business and to drive Improvement

Sustaining the continued reduction in the :ncidence of
occupational ilinesses particularly those attrbutable 1o exposure
to chemical hazards remains the highest priority health
protection issue for the business Each business is now also
addressing the development of health and wellness programmes
to secure and enhance the longer terrn health, wellbeing and
work ability of employees as part of the people and communities
element of the new corporate sustainabilsty strategy

All stes within the group will am to continue to make
progress against the target of zero greater than three day
acadents Leading and lagging indicators are now an integral
component of site improvement plans in order to better
monitor performance against these improvemnent condriions

We will continue our process risk management review of
Johnson Matthey facilities and analyse our resulis In conjunction
with external experts to ensure that the policies, guidance and
traming that we develop are both robust and appropriate to
those hazards with:n our business




We will complete new environmental, health and safety
guidance to support the existing polices within the group EHS
management system This guidance will be 1ssued to all sites and
appropnate traming will foltow

Human Capital Management

Johnson Matthey's people are the group’s most valuable

resource We are committed to recrusting 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 all our employees to develop
to therr maximum potential and we are commuitted to
supporting them with effective human resources policies and
practices that are strategically Iinked to the needs of our
business and our customers

implementation of Johnson Matthey Human Resources Policies

Johnson Matthey's human resources policies are implemented
through the corporate human resources standards which set
requirements for operations throughout the group to follow
These standards, which are generally in advance of legal
requirements, provide internal consistency and are supported
esther by detaled 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 both
regional best practice and local legislation Site specific human
resources policies and procedures are communicated to staff
at inductions and through staff handbocks Human resources
policies and nsks are examined by the Chief Executive’s
Commitiee and the CSR Compliance Committee

Key Employment Policies

Equal Opportuntties

It 15 the policy of the group to recrutt, train and develop
employees who meet the requirements of the job, regardless of
gender, ethnic ongin, age, religion, sexual orentation or disability
The policy recognises that people with disabilitres are often
deried a far chance at work because of misconcepuons about
their capabilities and seeks to enhance the opportunities
avallable by attempting wherever possible to avercome obstacles,
such as the need to modify equipment, restructure jobs or to
improve access to premises, provided such action does not
compromise health and safety standards Equally, employees who
become disabled are offered employment consistent with ther
capabiittes The business values the dversity of its people and
employment applications are weicomed and encouraged from
all sections of the community including minonty groups

Training and Development of People

The Management Development and Remuneration Committee
of the board takes a special interest in ensunng complance with
the Traming and Development of People Palicy objectives to

«  Ensure highest standards in the recrutment of employees
+  Assess traming needs in the light of job requirements
*  Ensure relevance of training and link with business goals

*  Employ and evaluate effective and efficient trairing 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 mantain 1ts ability
to recrurt well qualified staff te support the development of the
business in new and emerging markets This challenge will be
met through approprate manpower planning, local recrutment
and the encouragement of mternational mobility

Cross dvsional management development activities are
coordinated worldwide to ensure longer term management
succession and the retention of high potential employees
Included are programmes providing key skills interactive Tearming
and Johnson Matthey business awareness at career foundation,
middie and senior manager levels These are delvered at Johnson
Matthey faciities throughout Europe the USA and Asia to meat
current and future management requirements worldwide and
are being extended in number and vanety to meet the growing
needs of the business Presentations from senior executives
anchor these programmes to the comparny’s progress and
priories and align attendees with our strategic intent.

A continuing high level of attendance by employees from
Asia, particularly from our operations in Japan, China, Korea
and Indra, reflects the increasing importance of this region
Attendance from acquired businesses 1s also encouraged as a
well proven way of exposing individuals tc the wider company
culture and assisting rapid integration with the rest of the group

Johnson Matthey has a steady requirement for high calibre
graduate recruits to meet immediate technical and commercial
job needs and for development to meet fuiure management
requirements The combination of direct scaentific contact with
key university departments and a streamlined recruitment
procedure ensures a reliable supply of high calibre applicants
worldwide A vanety of career foundation traiming, including a
new technology awareness programme, quickly engages new
recruits in intellectual challenge and early responsibility

Employee Relations and Commumcatien

The quality of its employee relationships 15 a prionity for Johnson
Matthey The company has a low voluntary staff turnover (7 6%
in the calendar year 2007 see page 9} with many employees
staying with the company for therr whole careers

Johnson Matthey recognises the importance of effective
employee communications and particularly the value of face
to face dialogue Information and comment 1s exchanged with
employees through the company’s in house magazine, regular
news bulleuns presentations to staff and team briefings
Employees are also encouraged to access the company’s
intranet and website

Johnson Matthey continues to mantain good and
constructive refatons with all recognised trade urions which
collectively represent 34% of all group employees worldwide
From 12th to 25th September 2007, production was affected
at the company s emission control catalyst plant i Germuston,
South Africa by a 14 day national strike in the components
industry, led by NUMSA (National Union of Metatworkers of
South Africa) Other than this event no working tme was lost
within the group due to employee action
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The company supports employee share ownership and
where practicable offers employees the opportunity to
participate 1n share ownership plans which provide the facility
to purchase company shares with a company funded matching
component Employees in six countries worldwide are able to
contribute to a company share ownership plan or a 401k
approved savings investrnent plan Through these ownership
plans Johnsen Matthey current and former employees collectvely
held | 55% of the company's shares at 3 1st March 2008

Jehnson Matthey also spensers 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 prowvide appropriate retirement
benefits based on local laws, custom and market practice

Acuvittes over the Last Year
There have been a number of key inttratves at Johnson Matthey
sites duning the past year with a strong emphasis on sustainabrlity
employee recognition, pecple development and wellbeing
Improvements to employee communications and engagernent
have contrued to focus on the use of ste satisfaction and
attstude surveys as a means of strengthering and enhancing the
two way dralogue with employees Based on the success of a
piot survey, during the year a decision was taken to run a global
employee atttude survey within each of the group's operating
dmsions on a rotatonal basis The first global business to run the
survey will be Emission Control Technologies f will be conducted
during the summer of 2008 using a confidential and independent
survey administrator and a combination of web hosted and
paper survey questionnaires The results of the survey will be
published and 1t 1s hoped that its findings will help to identfy
1ssues for action and guide management to bulld the optimum
working ervronment for ermployees

Cross dwisional movernent of employees as part of therr
career development 1s encouraged and monitored as an
important part of the annual management development and
successton planning review process The further development

Johnson Matthey

of the management skilis inventory database provides the group
with a powerful means of helping to identify and match surtably
qualfied internal candidates to promotional and development
opporturities both cross divisionally and globally

Continuing prionty is gwen to manager and employee
understanding of Jehnson Matthey's policies and commitment
to ther mplementation to mantain and enhance the reputation
of the company Approprate compliance training for managers
In their responsibilities for employees, commercaal contracts and
company assets has been maintained during the year through
on-line learning programmes and seminars where appropniate

The reduction i sickness absence rates across the business
over the last three years has been sustained in the past year
through continued focus on attendance management and
rehabilitation support programmes There has alsc been an
increased mvestment In programmes to improve employee
health and wellbeing and promote attendance and work
performance

Going forward, the commitment of Johnsen Matthey's
employees will be key in delivenng our Sustainability 2017
Vision During the year we have commenced a global
programme of employee engagement activities and
management seminars to enhance employees’ understanding,
promote local action and spread best practice across the group
This wiil continue in 2008/09 to support our employees in
working towards achieving the vision

Social and Ethical Matters

Business Integnty and Ethics

A reputation for integrity has been a cornerstone of Johnson
Matthay's business since Percivai Norton johnson founded 1t
in 1817 [t gives custorners 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 Mattheys 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 [ntegrity and Ethics Policy Statement
which is presented here In summary and available in full on our
website at wwwmattheycom It 1s 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 15 also the responsibility of directors and senior
management 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 ang sub-committees of the boarg

Johnson 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
helpiine was established in 2006 to give employees an
additional means to raise any issue of personal concern These
confidential reporting arrangements have been extended to all
Johnson Matthey employees worldwide duning 2007

Supply Chain
Management of the supply chain and contractor activities 15 a
core component of the 15O 9000 and 1SO 14000 seres of
standards Supply chain and contractor management
questionnaires are a requirement of achieving and maintaining
registration and as such 15O registered Johnson Matthey sites
require the completion of appropnate questionnaires For those
sites without 150 registration, the group EHS management
system prowides policy and guidance on both supply chain
management and contractor control

Whilst we are confident of the human rights performance
of our own operations we recogrise that business practices in
the supply chan are not always transparent and represent a risk
that must be managed We support the pnnciples defined
within the United Nations Universal Declaration of Human
Rights and the International Labour Organisation Core
Conventiens including the conventions in relation to child
labour, forced labour, non-discrimination, freedom of association
and collective bargaining

Community Engagement Activities
Johnson Matthey s actvely nvolved in programmes woridwide
that promote good community relations to foster a relationship
of understanding, trust and credibility Guidance on site
requirements 1s detalfed in the group EHS management system
An annual revew of community engagement activities
across the group has been carned out and shows that 100%
of Johnson Matthey operations with over 50 employees
participate in actvihies within their local communities These
activities are wide ranging and include charitable gving, support
for educational projects, the advancement of science and
economic regeneration projects Johnson Matthey employees
alse participate in actvities or hold community related roles
outside of the work environment. The company 1s supportive
of this broader community engagement, allowing employees
trme off dunng working hours as appropriate The review also

demonstrates that a higher proportion of sites are setting
objectves for theirr community engagement activities and
planning specific activities in their commurity programrmes

Sustainability 1ssues are also important to the communities
in which Johnson Matthey operates As such, businesses are
encouraged to integrate cormmunity elements into their
sustainability plans for the coming year We will continue to
offer further support to sites in developing and implementing
meaningful community programmes and facilitate the sharing
of best practice across the group A review of site community
engagement activities will be conducted once agan and we will
continue to focus on how best to measure and smprove the
mmpact of our community involverment

Charitable Programmes
Johnson Matthey's long history of support for charitable causes
15 matched today through programmes at both a group and a
business untt level The causes supported are aligned to ssues
to which the Johnson Matthey business makes a contnbution
and ssues on which employees are passionate

In 2007/08, Johnson Matthey supported 36 chantable
causes through its corporate annual donatiens programme
These included support for organisations working in the areas
of arts and the environment, medical and health, soence and
education and social welfare 50% of these corporate donations
were in support of sogial welfare causes A total of 78
additiona! charitable causes receved one-off donations through
the corporate 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 chanty EveryChild was
chosen as our charity of the year for 2007/08 and further
details on the partnership are avallable n the Sustanability
Report Johnson Matthey sites around the world alse lend
support to many other charities locally and nationally through
donations, employee tme or loans of comparty faciities

In the financial year to 31st March 2008 Jehnson Matthey
donated £415,000 to chantable orgarsations This figure only
includes donations made by Johnson Matthey and does not
include payroll gving, donations made by staff or employee
time The company made no political donations in the year

We will continue to support a wide range of chantable
causes i 2008/09 In particular we are developing a specfic
programme of support focused on promoting the understanding
and awareness of science ameng children and young people
Johnson Matthey believes that encouraging the next generation
of scientists s very important to the sustainability of our industry
and we will continue to contnbute our resources and expertise

Venfication

The board, Audit Committee Chief Executive’s Committee and
CSR Comphiance Committee review sustainability 1ssues as part
of the company's risk management processes The board
betieves that the internal measures taken to review the
sustainability information provide a high level of confidence
However, for the first tme third party venfication of our full
Sustainability Report has been commissioned The full
Sustainability Report will be published on the company's
website at wwwmattheycom in July 2008
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BOARD OF DIRECTORS

| SirJohn Banham
2 NAP Carsen
3 | N Sheldnck

4 A MThomson
S R )W Walvs

& D W Morgan

7 1 C Strachan

8 ™| Roney

9 D CThempson
G PN Hawker

I LCPentz

Sir John Banham 0L, MA, HonLLD

Charrman age 47 joined Johnson Matthey as Chairman Designate
in January 2006, appointed Chairrman on |st Aprl 2006 Currently
Chairman of Spacelabs Healthcare Inc and the Senior Independent
Director of Invesco Inc and Cyclacel Pharmaceutcals Inc He was
previously a director at Mciinsey & Company the first Controller
of the Audrt Commission and 15 a former Director General of the
Confederation of British Industry Previously a director of National
Power and National Westrminster Bank, and Chairman of Tarmac
plc Kingfisher plc Geest plc Whitbread PLC and Cydacel Pic

M, N

N AP Carson BSc

Chief Executive, age 51, joined Johnson Matthey in | 980; appointed
Dwision Director Catalytic Systems in 1997 after having held
seruor management positions in the Precious Metals Division as
well as Catalytic Systems in both the UK and the US Appomnted
to the board as Managing Director, Catalysts & Chermucals in
August 1999 and addrtionally assumed board level responsibility
for Precious Metals Drision in August 2002 Appointed Chief
Executrve in July 2004 Currently Chairman Business Taskforce on
Sustainable Consumption and Production

J N Sheldrick MA, MSc, FCMA, FCT

Group Finance Director age 58 joined Johnson Matthey as
Executive Director, Finance in September [9%0 and assumed
current job title In September 1995 Prewiously Group Treasurer of
The BOC Group ple 2nd a non-executive director of APl Group
Plc Currently a non-executive drector of GKIN plc

Jehraon Marthey

A M Thomson MA, CA

Age 6| appointed a non-executive director In September 2002
Currently Chairman of Bodycote International Ple and 2
non-executive director of Alstom SA (France) Until his retirement
1n 2006 he was Finance Director of Smiths Group plc Mr Thomson
15 also Jumior Vice President and Chairman of the Technical Policy
Board of the Instritute of Chartered Accountants of Scotland
AMN

R J W Walwis

Age 6| appointed z non-executive director in September 2002
Currently a non-executive director of British Energy Group plc
Associated British Ports Holdings Ltd, Balfour Beatty plc and
Chairman of the Supervisory Board of Allanz Nederland Group
NV He was previousty Chairman Global Corporate Centre Shell
Intermational Limited and prior to that held a senes of semior
management positions within the Royal Dutch Shell Group
AMN

D W Maorgan MA, ACA

Executve Dhirector Group Corporate Development, age 50 joined
Johnson Matthey i 1988 as a Division Finance Director
Appotnted an executive director in August 1999 Responsible for
the groups corporate development actrvities and legal and
secretanal affars In addiion assumed board level responsibility
for the company s central research actvities m August 2002
Currently a member of the Interational Adwisory Board of
Condutt Ventures Limited



| € Strachan

Age 65, appointed a non-executive director in January 2002 Currently
a non-executive director of Transocean Inc Xstrata plc Rolls Royce
Group plc and Carthness Petroleum Limited Previously Chairman of
Instinet Group Inc Chief Executve of BTR plc and Deputy Chief
Executve of Rio Tinto plc AM N

M J Roney

Age 53, appointed a non-executive director on st June 2007 Currently
Chief Executive of Bunzl plc Joned Bunz! ple as a non-executive
director 1n 2003 Prior to joning Bunzl he was Chief Executive Officer
of Goodyear Dunlop Tires Europe BV and had an extensive career
with the Goodyear Tire and Rubber Co holding a number of senior
management positions with responsibiliies in Latin Amenca Asia
Eastern Europe the Middle East and Afnca. ALM, N

[ C Thompseon

Age 47 appointed a non-executive director on |st September 2007
Currently Chief Executive of Drax Group plc Joined the board of
Drax Group ple as Chief Executve in 2005 Prior to joning Drax she
was head of the European business of the global power generation
firm InterGen First starting her career in banking she has had senior
mznagement roles in the UK Asta and Africa A M N

P N Hawker BSc, PhD, FRSC

Executve Director Process Technologies and Fine Chermicals &
Catalysts, age 55, joined Johnson Matthey in 1985 as Research &
Development Manager and was subsequently Managing Director
Autocatalysts Europe and Dmsion Director Environmental Catalysts and
Technologies Appointed Executive Director Envirpnmental Catatysts
and Technologies in August 2003 He was appointed Executive Director
Process Catalysts and Technologies in July 2004 and assurmed addtional
responsibility for Pharmaceutrcat Matenals Dvision in Apnl 2006

L C Pentz BS ChE, MBA

Executrve Director Emission Conitrol Technologies, age 53 joined
johnson Matthey In 1984 apponted Daision Director Process Catalysts
and Technologies in 2001 after having held a seres of senior
management positions within Catalysts Dvision in the US Appointed
Executive Director Process Catalysts and Techrologies in August 2003
and to his current posttion in July 2004

Committees of the Board

A Audit Committee
M Management Development and Remuneration Committee
N Nomination Commitiee

OTHER SENIOR MANAGEMENT

Environmental Technologies
$ M Christley Omision Finance Directer Emussion Control Technologies
A M Myers President Emission Control Technologres, North Amenica

D W Prest Technology and Business Development Director,
Ermission Control Technologies

J F Walker Managing Director, Emission Control Technologies, Europe
JV Zubrickas Monoging Director Emission Cantrol Technologies Asia
N Whitley Oraisienc! Director, Process Technologies

G L McGregor Dmisional Finance Director Process Technologies

P C Framp Business Development Director Process Technologres

A C Hutst Managing Oirectar, Tracerca and Vertec

D JTomhnson Presrdent, Davy Process Technology

€ Frost Director Fuel Cells

Precious Metal Products

W F Sandford Division Director

B M O'Connell Dnisien Finance Director

M Bedford Director, Precious Metals Marketing

C C Howlett General Monager, Noble Metals, Europe

J D Malanga General Monoger, Noble Metals, North Amenca
A J McCullough General Menager, Gold North Amenca

JJ W Murkens Managing Director Colour Technologies

G P Otterman Managing Directar, Pgm Refinng and Recycling

Fine Chemicals & Catalysts ‘

N P H Garner Oiectar, Finance and Plonning, Process Technologies and
Fine Chemicals & Catalysts

M T Durney Prestdent, Catalysts and Chemicals

J B Fowler President, Pharmaceuucal Materals and Serices

R M Kilburn Managing Director, Macfarian Smith

F K Sheffy Director Business Development Fine Chemicals & Catatysts
B C Singelais President, Global Research Chemicals

Corporate

& J Coates Group Treasurer

S Farrant Sroup Legal Director and Compony Secretary

| D Godwin Director investor Relations and Corporote Communicotions
VE Gough Group Reporting Controller

THassan Group Business Development Director

B A Murrer Director Technology Centre

S P Robinson Director of Tax

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

MV Twigg Chief Screntist
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DIRECTORS" REPORT

The directors submit to shareholders ther ¢ne hundred and
seventeenth Annual Report, together with the audited accounts of
the group for the year ended 31st March 2008

Principal Activities

A review of the group's pancipal activities and an ndication of likety
future developments for the company and its subsidianes are set
out on pages 5 to 21 and a description of the group’s actmties in
research and development can be found on page 23, both of which
are incorporated into this directors' report by reference

Business Review

The company 1s required te set out in this report a far review of the
business of the group dunng the financial year ended 31st March
2008 and of the position of the group at the end of that financial
year and a descrption of the pnncipal nsks and uncertanties facing
the group, consistent with the size and complexity of the business
(known as a ‘Busmess Review’) The Business Rewview 15 set out on
pages 6 to 35

Dividends

The mtenm dwidend of 10 6 pence per share (2007 9 9 pence) was

paid in February 2008 The dwectors recommend a final dwidend of

26 0 pence per share In respect of the year ended 31st March 2008
(2007 23 7 pence), making a total for the year of 36 6 pence per share
(2007 33 6 pence), payable on 5th August 2008 o sharehclders on

tha register at the close of business on 13th June 2008

A Dividend Reinvestment Plan is in place which allows shargholders
to purchase additional shares in the company with therr dvidend
payment Further information and a mandate can be obtamned from
the company's registrars, Equiniti, whose details are set out on
page 109

Share Caprtal

As at 31st March 2008, the company’s authonsed share capital was
£291,550 000 dvided into 291 550 000 ordinary shares of €1 00
each The issued share capital of the company at 31st March 2008
was 214,675,736 ordinary shares of £1 00 each, excluding
5,997,877 shares held as treasury shares

During the year 196,330 crdinary shares of £1 00 each were alfotted
pursuant to the exercise of executive share options

At the 2007 annual general mesting (AGM} shareholders renewed
the company's authorty to make market purchases of up to
21,707,361 ordinary shares (representing 10% of the 1ssued share
capital of the company (excluding treasury shares) as at 31st May
2007)

Dunng the year the company purchased 2 397,877 of iis own
ordinary shares of £1 each (representing 1 1% of the called-up
share capital of the company as at 31st March 2008} for an
aggregate consideration of £39 1 milkon All such purchases werg
made on-market and all of the purchased shares are held by the
company as treasury shares Authonty to purchase up to
19,309,484 shares remained in place at 31st March 2008 At the
forthcomung AGM the board will again seek shareholders' approval
to renew the annual authonty for the company to make purchases
of its own shares through the market

38 Jehnien Matthey

Rights and Obligations Attaching to Shares

The holders of ordinary shares are entitled to receive dmdends whean
declared, the company's report and accounts to attend and speak
at general meetings of the company to appomnt proxies and to
exercise voting nghts

There are no restnctions on transfer or limitattons on the holding of
ordinary shares and no reguirements to obtan pror approval to any
transfers except where the company has exercised its nght to
suspend ther voting nghts, withhold a dvdend or prohibit therr
transfer following the falure by the member or any other person
appeanng to be nterested 1n the shares to prowide the company
with information requested under section 793 of the Companies Act
2008 The directors may, In certain circumstances, also refuse to
register the transfer of a share in certificated form which s not fully
paid up, where the instrument of transfer does not comply with the
requirements of the Articles of Association or if entitled to do so
under the Uncertificated Securties Regulations 2001 No ordinary
shares carry any special nghts with regard to control of the
company and there are no restrictions on voting nghts except that
a shareholder has no nght to vote in respect of a share unless all
sums due In respect of that share are fully pad There are no known
agreements between holders of secunties that may result In
rastnctions on the transfer of secunties or on voting nghts and no
known arrangements under which financial nghts are held by a
person other than the holder of the shares

Shares acquired by employees through the Johnson Matthey
employee share schemes rank equally with the other shares in 1ssue
and have no special nghts

Annual General Meeting

The notice of the 2008 AGM of the company to be held on Tuesday
22nd July 2008 at 11 00 am at The Institution of Engineenng and
Technology {The Lecture Theatre), 2 Savoy Place London, WC2R 0BL
is contained n the AGM circular accompanying this Annual Report
together with an explanaton of the resolutions to be considered at
the meeting

Employee Share Schemes

At 31st March 2008 5,487 current and farmer employees,
representing approximately 56 9% of employees worldwide, were
shareholders in Johnson Matthey through the group’s employee
share schemes which held 3,329,070 shares (1 55% of 1ssued
share caprtal, excluding treasury shares) A total of 791 current and
former executives held options over 4,946 246 shares through the
company's executwve share option schemes

Directors

The names and biographical detalls of the directors of the company
are shown on pages 36 and 37 Dunng the year, Mr M J Roney and
Mrs D C Thompson were appointed as non-executive directors and
Mr M B Dearden and Mr C D Mackay retved as non-executive
drectors In accordance with the prowvisions for retirement by
rotation in the company's Articles of Association, Mr D W Morgan,
Mr A M Thomson and Mr R J W Wahs retire by rotaton at the
forthcoming AGM and, being eligible, offer themselves for re-election
Mrs D C Thompson, who was appointed to the board as a
non-executive director on 1st September 2007, offers herself

for election

Details of the constitution of the board and its commitiees are set
out on pages 40 and 41




DIRECTORS’ REPORT

Appointment and Replacement of Directors

The Artictes of Associabion provide that the nurnber of directors 1s
not subject to any maximum but must not be less than six, unless
otherwise determined by the company by ordinary resolution
Directors may be appointed by an ordinary resolution of the
members or by a resolution of the directors A director appointed by
the directors must retire at the next folfowing AGM and 1s not taken
into account in determining the directors who are to retire by
rotation at the meeting

At every AGM at least one third of directors must retire by rotation
The directors to retire by rotatton must in¢lude any director who has
not been subject to electron or re-election at the tame of the two
preceding AGMs, and {if 0 required to constitute one thed of
directors) those directors who have been longest in office since ther
last appointment or re-appoiniment

A director may be removed by an extraordinary resolution of the
company In addition, a director must automatically cease to be a
director f (i} he ceases to be a director by virtus of any prowision of
the Companies Acts or he becomes prohibited by law from being a
director, or (i) he becomes bankrupt or makes any arrangement or
compaosttion with his creditors generally, or (i) he s suffenng from a
mentat disorder, or {v) he resigns from his office by notice in wnting
1o the company or in the case of an executive director, his
apposntment 1s terminated or exprres and the directors resolve that
his office be vacated, or (v) he 1s absent for more than sx
consecutive months without permission of the directors from
meetings of the directors and the directors resolve that his office be
vacated or (w) he 15 requested in wnting or by electronic form by all
the other directors to resign

Powers of the Directors

The powers of the directors are determined by the company's
Memorandum and Articles of Association, the Companies Act 1985
and Companies Act 2006 and any drectons given by the company
in general meeting The directors have been authonsed by the
Articles of Association to 1ssue and allot ordinary shares and to
make market purchases of shares These powers are referred to
shareholders at the AGM for renewal Any shares purchased may be
cancelled or held as treasury shares

Directors' Interests
Details of directors’ remuneration, senice contracts and interests in

the shares of the company are set out i the Remuneration Report
on pages 45 to 51

Other than service contracts, no director had any interest in any
matenal contract with any group company at any tme dunng the year

Major Shareholders

As at 30th May 2008, the following information had been disclosed
to the company under Rule 5 of the Financial Services Authonty's
Disclosure and Transparency Rules in respect of holdings exceeding
the 3% notification threshold

Total % of total
votng fignig™  voung nghts?
Prudential plc 21,548,111 1003
Aviva plc 13 749 083 641
BlackRock Inc 10,984,350 511
Uoyds TSE Group plc 10,490,545 489
Legal & General Group Pl 8,879,144 413

" Includes direct and / or ndirect voting nghts
@ Total voting nghts attaching to the tssued ordinary share capital of the
company (exciuding treasury shares) at the date of disclosure

Change of Cantrol

The company and its subsidianes are party to a number of
commercial agreements that may allow the counterpartes to atter or
terminate the arrangements on a change of control of the company
followang a takeover bid Other than the matters referred to below,
these are not deemed by the company to be significant in terms of
ther potentizl effect on the group as a whols

The group has a number of loan notes and borrowing facilities
which may require prepayment of principal and payment of accrued
interest and breakage costs if there 1s change in control of the
company The group has also entered into a senes of financial
instruments to hedge s cumency, nterest rate and commeodity
exposures which provide for termination or ateration if a change

of control of the company materally weakens the creditworthiness
of the group

The company 1s party to a marketing agreement with a subsichary
of Anglo Platnum Limited, onginally entered nto v 1992, under
which the company was appointed as sales and marketing agent
for refined platinum group metals worldwide excluding the US and
the company agreed to provide certain marketing services The
agreement contains provisions under which the counterparty may
have the nght to terminate the agreement on a change of control of
the company

The rules of the company's employee share schemes set out the
consequences of a change of control of the company on
participants’ nghts under the schemes Generally such nghts will
vest and become exercisable on a change of control subject to the
satisfaction of relevant performance conditicns

The executive directors’ service contracts each centan a provision
to the effect that if the contract 1s terminated by the company within
one year after a change of control of the company, the comparny will
pay to the director as higuidated damages an amount equivalent to
one year's gross basic salary and other contractual benefits less the
pencd of any notice gven by the company to the director

isabled Persons

Details of the company’s policy rélating to the ernployment and
traning of disabled persens can be found on page 33

Use of Financial Instruments

Informatien gn the company’s financial nsk management and
policies and its exposure to price nsk, credit nsk, hguidty nsk and
cash flow nsk can be found on pages 87 to 91

Employee Involvement

Information on the action taken by the company dunng the year
relating to employee involvement can be found on pages 29 to 35

Policy on Payment of Commercial Debts

The group’s pobcy i relation to the payment of all supphers (set out
n its Group Control Manual, which 1s distnbuted to all group
operations) 1s that payment should be made within the credt terms
agreed with the supplier subject to the supplier having performead its
obligatons under the relevant contract At 31st March 2008, the
company’s aggregate level of ‘creditor days’ amounied to 5 days
Creditor days are calculated by dmding 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 by suppliers dunng the year and muttiplying by 365 to
express the ratio as a number of days

Chartable Donatons

Dunng the year the group donated £415 000 (2007 £330.000) to
chantable organsatons worldwide, of which £264,000 (2007 £259,000)
was in the UK
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Chartable Donaticns [continued)

Further detalls of contnbutions made by the group worldwide are
gven on page 35 and in the Sustanabilty Report which can be
found on the company’s website at www matthey com

Political Donations and Expenditure

It 15 tha policy of the group not to make political donations Dunng
the year to 31st March 2008, no donations were made to EU
political organisations (2007 £ ni} no EU poltical expenditure was
incurred (2007 £ nil} and no contnbutions to political parties outside
the EU wera made within the meaning of Part XA of the Companies
Act 1985 or Part 14 of the Companies Act 2006 (2007 £ nil)

Directors’ Indemnities

The company has granted indemnities in favour of directors under
Deed Polls These provisions were i force dunng the year ended
31st March 2008 and remain in force as at the date of this report
Copies of the Deed Polls and the company’s Articles of Association
are avalliable for inspection dunng normal busmess hours at the
company's registered office and will be avalable for inspection at
the AGM

Going Concern

The directors have a reasonable expectation that the group has
sufficient resources to continue in pperational exastence for the
foreseeable future and have, therefore, adopted the going concern
basis i prepanng the accounts

CORPORATE GOVERNANCE

Statement of Comphance with the Combined Code

The company has apphed all of the pninciples set out In section 1 of
the Combined Code on Corporate Governance {the Code) relating
to the structure and composition of the board, the remuneration of
the directors, relations with shareholders and procedures for
financial reporting, nternal control and audit This statement
descnbes how the pnnciples of the Code have been applied

The group was in compliance with the provisions of the Code
throughout the year except that the board has taken the view that it
15 not necessanly practical, efficient or desired by shareholders for
the Senior Independent Director to attend meetings with major
shareholders in order to learn therr tssues and concerns unless such
discussions are requested by shareholders The methods by which
major shareholders’ views are communicated {o the board as a
whole are discussed under ‘Relations with Shareholders™ on pages
41 and 42

Directors and the Board

The board s responsible to the company's shareholders for the
group’s system of corporate governance, s strategic objectves and
the stewardship of the company’s resources and 1s ultimately
responsible for social, environmental and ethical matters The board
held seven mestings in the year and »n addition met separately to
review the group’s long iesm strategy The board delegates spectic
responsibilities to board committees, as described below The board
reviews the key actmties of the business and receves papers and
presentations to enable it to do so sffsctively The Company
Secretary 1s responsible to the board, and is avatable to indvidual
directors, n respect of board procedures

ZI-U Johnson Matthey

Corporate Governance and Remuneration

The board's statement on corporate governance mattars 1s gven on
pages 40 to 42 and 1ts report on directors’ remunération 1s set out
on pages 45 to 51

Auditors and Disclosure of Information to Auditors

In accordance with section 489 of the Companies Act 2006, a
resolution ts to be proposed at the forthcoming AGM for the
reappointment of KPMG Audit Plc as auditors of the comparny and
to authonise the directors to determine therr remuneration

So far as each person serving as a director of the comparny at the
date this report 1s approved 1s aware, there 1§ no relevant information
needed by the company’s auditors i connection with prepanng its
report set out on page 53 (audt information) of which the company's
auditors are unaware Each director hereby cenfirms that ha or she
has taken all the steps that he or she ought to have taken as a
director in order to make himself or herself 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 3rd June 2008
and (s signed on its behalf by

&

Simon Farrant
Company Secretary

The board compnses the Charrman, the Chief Executve, four cther
executive directors and five independent non-executive directors
Mr N A P Carson s the Chief Executve Sr John Banham is the
Charman Sir John's other commitments are disclosed on page 36
The roles of Charman and Chief Executve are separate The
Chairman leads the board, ensuning that each director, parbcularty
each non-executive director, 1s able to make an effective contnbution
He monitors, with assistance from the Company Secretary, the
information distributed to the board to ensure that it 18 sufficient
accurate, tmely and clear The Chief Executive maintains day-to-day
management responstbxlity for the company's operations, implementng
group strategies and policies agreed by the board

The role of non-executive directors ts to enhance independence and
objectivity of the board’s deliberations and decisions Mr M J Roney
and Mrs D C Thompson joined the board as non-executive directors
on 1st June 2007 and 1st September 2007 respactively Mr C D
Mackay and Mr M B Dearden both retired from the beard on

31st March 2008 Mr C D Mackay was the Semor independent
Director until his retirement from the board He has been succeeded
n this rote by Mr A M Thomson with effect from 1st Aprd 2008 All
non-executive directors are independent of management and free
from any business or other relationstup which could matenally
interfere with the exercise of ther Independent judgment The
executve directors have specific responsibilities, which are detaled
on pages 356 and 37, and have direct responsibilty for all operations
and actvities
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Directors and the Board (continued)

in accordance with the company's Articles of Assocration, all
directors subrmit themnselves for re-election at least once every three
years The beoard composition allows for changes to be made with
minimum disruption

The board has undertaken a formal evaluation of its performance
and the performance of ts committees and the indwviduat directors
Questonnarres, prepared by the Chaimnan with the assistance of
the Company Secretary, were completed by all directors The
questionnares focused on the operation of the board and its
committees and on indmidual directors’ contnbutions In addition,
the Chairman and the Senior Independent Director held a senes of
cne-to-one discussions with every director, which prowided each
director with the opportunity both to expand on therr questionnaire
responses and to raise any broader 1ssues relating to the company’s
strategy and governance A summary of the responses was prepared
by the Company Secretary and discussed at a board meeting

One area covered by the board evaluation related to the traning
needs of the executive and non-executive directors Regular
business presentations from semor managers at board mestings
assist the non-executive directers in familtansing themsebves wath the
group’s businesses The board also usually holds at least one board
meeting per year at one of the group’s operaticnal sites and takes
the opportumty to tour the stte and drscuss 1ssues with local semor
and middle management Indmdual non-executive directors also
undertake site wisits Such presentations, meetings and site visits
help to give a balanced overview of the company They enable the
non-executve directors to build an understanding of the company’s
bustnesses the markets in which the company operates and its
main relationships and to buld a ink with the company's employees
This 1s important in hefping the non-executive drrectors to continuatly
develop and refresh therr knowledge and skills to ensure that ther
contnbution to the board remains informed and relevant

Led by the Senior Independent Directer, the non-exsecutive directors
met without the Charman present to consrder evaluation of the
Charrman’s performance

Committees of the Board

The Chief Executive’'s Committee 1s responsible for the
recommendation to the board of strategic and operating plans and
on decisions reserved to the board where appropriate It 1s also
responsible for the executive management of the group's business
The Commuttee 1s chared by the Chief Executive and meets
monthly It compnses the executive directors and five serior
executives of the company

The Audit Committee 15 a sub-committea of the board whose
purpose 1s to assist the board in the effective discharge of its
responsibilities for financial reporting and corporate control The
Commuttee meets quarterly and s chaired by Mr A M Thomson

It comprises afi the independent non-executive directors with the
group Charman, the Chief Executve, the Group Finance Director
and the external and interal auditors attending by mvitation A report
from the Committee on its actmties 1s given on page 44

The Normination Committee 1s a sub-committee of the board
responsible for adwising the board and making recommendatons on
the appointment of new directors The Committee 15 charred by Sir
John Banham, the group Chairman, and also compnses all the
independent non-executive directors A report from the Committes
on its actraties 1s given on page 43

The Management Development and Remuneration Commitiee
{MDRC} 15 @ sub-committee of the board which determunes on
behalf of the board the remuneration of the executive directors The
Committes was chared by Mr C D Mackay untl his retrement from
the board on 31st March 2008 He was succeeded by Mr R J W
Walwis with effect from ist Apnl 2008 It compnses all the
independent non-executive directors of the company together with
the group Chairman The Chiet Executive and the Director of Human
Resources attend by invitation except when therr own performance
and remuneration are discussed Further detalls are set out in the
Remuneration Report on pages 45 to 51

Attendance at the board and board committee meetings in 2007/08 was as follows

Ful Board MCRC Nomination Committee Audt Committee

Dector Eligbile to Elgible to Efigible 10 Eligibie to

attend Attended attend Antended attend Attended attend Attended
Sir John Banham 7 7 4 4 1 1 - 4
N A P Carson 7 7 - 4 - 1 - 44
M B Dearden 7 6 4 2 1 1 4 2
P N Hawker 7 7 - - - - - -
C D Mackay 7 7 4 4 1 1 4 4
D W Morgan 7 7 - - - - - -
L C Pentz 7 7 - - - - - -
M J Roney 6 5] 2 2 1 1 3 3
J N Sheldnck 7 7 - - - - - 40
| C Strachan 7 6 4 3 1 1 4 4
D C Thompson 3 3 2 2 1 1 2 2
A M Thomson 7 7 4 4 1 1 4 4
R J W Wakvis 7 7 4 4 1 1 4 4

9 Includes meetings attended by inwtation for all or part of meetng

Directors’ Remuneration

The Remuneration Report on pages 45 (o 51 includes details of
remuneration pohicies and of the remuneration of the directors

Relations with Shareholders

The board considers effective commuracation with shareholders,
whether institutional Investors, private or employee shareholders
to be extremely important

The company reports formally to shareholders twice a year, when its
half year and full year results are announced and a half-yearly report
and a {ull report are 1ssued to shareholders These reports are
posted on Johnson Matthey's website {www matthey com) At the
same time, executive directors give presentations on the resutts to
institutional Investors, analysts and the media in London and other
intarnational centres Copies of major presentations are also posted
on the company’s webste
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Relations with Shareholders [continued)

The company's annual general meeting (AGM) takes place in
London and formal notification 1s sent to shareholders at least
20 worlong days in advance of the meeting The directors arg
avallable for questions, formally dunng the AGM and informally
afterwards Details of the 2008 AGM are set out In the notice
of the meeting accompanying this Annual Report

Contact wath major shareholders 1s pnncipally maintained by the
Chief Executive and the Group Finance Director who ensure that
ther views are communrcated to the board as a whole The
Charrman also discusses governance and other matters directly with
major shareholders The board believes that appropnate steps have
been taken dunng the year to ensure that the members of the
board, and in particular the nen-executive directors, develop an
understanding of the 1ssues and concerns of major shareholders
about the company The board 1s prowidad with brokers’ reports and
feedback from shareholder meetings on a six-monthly basis The
canvassing of major shareholders’ views for the board In a detaled
investor survey ts usually conducted every two years by external
consultants The board has taken the view that these methods,
taken together, are a practical and efficient way both for the Chairman
{0 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 to develop a balanced understanding of
therr 1ssues and concerns The Senior Independent Director 18
avadlable to attend meetings with major shareholders if requested

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 52

I its reporting to shareholders, the board ams to present a
balanced and understandable assessment of the group’s financial
positicn and prospects

The group’s organisational structure s focused on its three divisions
These are all separately managed but report to the board through a
board director The executve management team recewves monthly
summanes of financial results from each dmvision through a
standardised reporting process

The group has in place a comprshenswve annual budgeting process
including forecasts for the next two years Vanances from budget
are closely momitored

The board bas overall responsibiity for the group's systems of internal
control and for reviewing therr effectiveness The internal control
systems are designed to meset the group s needs and address the
nsks to which 1t 1s exposed Such systems can provide reasonable
but not absolute assurance aganst matenal misstatement or loss

There 1s a continuous process for identfying, evaluating and
managing the significant nsks faced by the company, which has
been In place dunng the financial year and up to the date of
approval of the Annual Report and Accounts The board regularty
reviews this process

The assessment of group and strategic nsks s reviewed by the
board and updated on an annual basis At the business level, the
processes to identfy and manage the key nsks are an integral part
of the control environment Key nsks and internal controls are the
subject of regular reporting to the Chief Executve's Committee

The Group Control Manual, which 1s distnbuted to all group
operations, clearly sets out the composition, responstilities and
authorrty Imits of the vanous board and executive committees and
also spectfies what may be deaded without central approval It s
supplemented by other specialist pohcy and procedures manuals
1ssued by the group, dwvisions and indvidual business units or
departments The high ntnnsic value of many of the metals with
which the group 1s associated necesstates stringent physical
controls over precious metals held at the group's sites

(&2 Johnson Matthey

The internal audt function i1s responsible for monitenng the group’s
systems of nternal financial controls and the control of the integnty
of the financial information reported to the board The Audit
Committes approves the plans for internal audit reviews and
receves the reports produced by the internal audit function on a
regular basis Actions are agreed with management in response o
the internal audit repornts produced

In addition, significant business units prowide assurance on the
maintenance of financial and non-financial controls and comphance
with group policies These assessments are summarnised by the
intgrnal aucht function and a report 1s made annually to the Audit
Committee

The directors confinm that the system of internal control tor the year
ended 31st March 2008 and the period up to 3rd June 2008 has
been established in accordance with the Turnbull Guidance included
with the Code and that they have reviewed the effectveness of the
system of internal control

Corporate Social Responsibility

Measures to ensure responsible business conduct and the
identification and assessment of nsks associated with social, ethicat
and enwronmental matters are managed in conmunction with all other
business nsks and reviewed at regular meetings of the board and
the Chief Executive's Committee

A review of the group's policies and targets for corporate social
responsibiity (CSR) 15 set out in the Sustanability section of the
Business Review on pages 29 to 35 A full version of the
Sustainabilty Report 15 avallable on the company’s website

The dentrfication, assessment and management of environment,
health and safety {EHS) nsks are the responsibilty of the CSR
Compliance Committee which 1s a sub-committee of the Chief
Executive’s Committeg it compnses the dwvision directors, the
Director of EHS, the Company Secretary and senior representatives
of Group Legal Internal Audit and Group EHS and has specific
responsibility for setting and overseeing compliance with the
standards for group CSR performance through the development,
dissemination, adopticn and implementation of appropnate group
policies and other operational measures Performance 1s monitored
using monthly statistics and detalled stte audt reports EMS
performance is reviewed on a regular basis by the Chief Executive's
Committee and an annual review i1s undertaken by the board

Risks frem employment and people 1ssues are dentified and
assessed by the Chref Executive’s Committee and reported to the
board

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

The Audit Committee rewews nsks associated with corporate social
responsibility ¢n an annual basis and monitors performance through
the annual control self-assessment process conducted by the
internal audit function
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Role of the Nomination Committee

The Nomination Committee 1s a sub-committee of the board whose
purpose (s 10 advise the board on the appointment 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 www matthey com

Composition of the Nomination Committee

The Nomination Committee compnses all the independent
non-executve directors together with the group Charman The
quorum necessary for the transaction of business 1s two, each of
whom must be an independent non-executive director Biographical
details of the independent directors and the group Charman are set
out on pages 36 and 37 Ther remuneration 1s set out on page 48

The group Chairman acts as the Chairman of the Committee,
although tha group Chairman may not charr the Committee when 1t
ts dealing with the matter of succession to the Charrmanship of the
company A non-executive director may not char the Committes
when 1t 1s dealing with a matter relating to that non-executive
director

Only members of the Committee have the nght to attend Commitiee
meetings However, other individuals, such as the Chief Exgcutive,
the Birector of Human Resources and external adwisers, may be
invited 10 attend for all or part of any meeting as and when
appropnate

The Company Secretary I1s secretary to the Committee

The Committee has the authonty to seek any information that it
requires from any officer or employee of the company or s
subsidranes In connection with its duties, the Commuttee is
authonised by the board to take such independent adwvice (ncluding
legal or other professional advice, at the company's expense) as 1t
considers necessary nchuding requests for information from or
comimissioning investigations by external adwsers

Main Activities of the Nomination Committee

The Nomination Committee met once dunng the financial year
ended 31st March 2008 On 2nd October 2007 the Nomination
Committee met to consider non-executive succession given the
pending retrement from the board of two of the independent
non-executive directors, Mr Mackay and Mr Dearden, on

31st March 2008 The meeting considered further terms for each
of Mr Strachan, Mr Thomson and Mr Waks, who would reach

six years' service on the board on 22nd January, 23rd September
and 23rd Septernber 2008 respectively After review, taking into
account the need to ensure the planned and progressive refreshing
of the board and {0 maintain an appropnate batance of skills and
expenence, the Commitiee agreed to recommend to the board that
Mr Strachan, Mr Watvs and Mr Thomson be appointed at the end
of their then current terms for further terrns to 31st March 2009,
23rd September 2010, and 23rd September 2011 respectively
The board approved the recommendations at its meeting cn

27th November 2007 The Committee went on to consider the
requrement for the appointment of a new non-executive director
on the proposed retirement of Mr Strachan on 31st March 2009
gven the need to ensure that at least half the board, excluding the
Charman should compnse non-executive directors determined by
the board to be independent The Committee also considered the
process to be followed for the board to appoint one of the
independeant non-executive directors to be the Senior Independent
Director in the place of Mr Mackay on his retrement from the board
on 31st March 2008 and to identify a replacement for Mr Mackay
as Charrman of the Managemenit Development and Remuneration
Committee

The Nomination Committee met on 1st April 2008 to discuss and
make recommendations to the board for the appontment of a
Senior Independent Director and Chairman of the Managemant
Development and Remuneration Committee following the retirement
of Mr Mackay After fuli discussion taking into account all relevant
factors and considenng the corporate governance and Combined
Code background to the proposed appointments (including the role
of the Semor Independent Director under the Combined Code}, the
Committee agreed to recommend to the board that Mr Thomson be
appointed Senor Independent Director and that Mr Wahas be
appointed Chairman of the Management Development and
Remuneration Committee The board approved the recommendations
at ts mesting on 1st Apnl 2008 and the appointments were
announced on that day The Commitiee went on to discuss

and agree the process for the selection and appointment of a
replacement for Mr Strachan, who will be retinng from the board on
31st March 2009, including the proposed use of search consultants
The Committee discussed the relevant factors which would be
important in bringing expenence to and ensunng balance on the
board The Nominaton Committea met agan on 28th Apnl 2008

to review the selection process further

On behalf of the Committee

e

Sir John Banham
Chairman of the Nomination Commuittee
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Role of the Audit Committee

The Audit Committee s a sub-committee of the board whose
responsibilities include

* Rewviewing the hali-ysarly and full year accounts and results
announcements of the company and any cther {ormal
announcements relating to the company’s financial performance
and recommending them to the board for approval

* Rewviewing the group’s systems for mternal financial contro! and
nsk management

* Monitonng and reviewing the effectiveness of the company's
internal audit funchon and considenng regular reports from
internal audit on internat financial controls and nsk management

* Considering the appointment of the external auditors, overseeng
the process for ther selection, and making recommendations to
the board in relation to their appointment to be put to
shareholders for approval at a general meeting

* Monitoring and reviewing the effectrveness and independence of
the external auditors, agreeing the nature and scope of ther
audit, agreeing their remuneration, and considenng therr reports
on the company's accounts, reports to shareholders and their
evaluation of the systems of internal financial control and nsk
management

The full terms of reference of the Audit Committee are provided on
the company’s website at www matthey com

Composition of the Audit Committee

The Audit Committee compnses all the iIndependent non-executve
directors Biographical detaills of the independent directors are set
out on pages 36 and 37 Ther remuneration 1s set out on page 48
The Chairrman of the Audit Committee 1s Mr A M Thomson, who
was formerty Finance Director of Smiths Group plc and s currentty
chairman of the Technical Policy Board of the Institute of Chartered
Accountants of Scotland {CAS) The group Chawrman, Chigt
Executve, Group Finance Director, Head of Internal Audit and
external auditors (KPMG Audit Pic) attend Audit Committee
meetings by mvitation  The Committee also meets separately with
the Head of Internal Audit and with the external auditors without
management being present The Company Secretary i1s secretary to
the Audit Committee

Main Actrvities of the Audit Committee

The Audt Commrttee met four times dunng the financial year ended
31st March 2008 At its meeting on 31st May 2007 the Committee
reviewed the company's preliminary announcement of ts results for
the financial year ended 31st March 2007, and the draft report and
accounts for that year The Commitiee recewved reports from the
external auditors on the conduct of ther audit, ther review of the
accounts, Including accounting policies and areas of jJudgment, and
therr comments on nsk management and control matters The
Committee also reviewad shareholder resolutions to be proposed at
the forthcoming AGM

The Audt Committee met on 23rd July 2007 to receve reports on
nternal controls from both the internal and external auditors The
external audiors also presented ther proposed fees and scope for
the forthcoming year's audit The Committee also reviewed the
performance of both the internal and external auditors The group's
Corporate Social Responsibility Report 2006/07 was also reviewed,
which 1s avalable on the company's website at www matthey com

At its mesting on 26th November 2007 the Audit Commitiee
reviewed the company’s half-yearly results, the half-yearly report and
the external auditors' review
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At Iits meeting on 23rd January 2008 the Audrt Committee reviewed
management's and internal audit's reports on the effectiveness of
the company’s systems {or internal financial controf and nsk
management The Committee reviewed the group’s credit control
procedures and nsks, contrals over precious metals and IT controls
The group's corporate social responsibility reporting arrangements
and whistleblowing procedures were also reviewed Changes to the
Group Control Manual were ratfied

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’
objectvity and independence could be compromised QOur policy in
respect of services provided by the external auditors 1s as follows

s Audit related senices ~ the external auditors are inwted 10
provide services which, in thesr positicn as auditors, they must or
are best placed to undertake This includes formalities relating to
borrowings shareholders’ and other circulars, vanous other
regulatory reparts and work in respect of acquisitions and
disposals

» Tax consultng — m cases where they are best suited we use the
external auditors All other significant tax consulting work s put
out to tender

* General consulting — in recegnition of public concern over the
effact of consulting senvices on auditors’ independence, our
policy 1s that the external auditors are not inwted to tender for
general consuiting work

The spit between audit and non-audt fees for the year ended
31st March 2008 and information ¢n the nature of non-audit fees
appear n note 4 on the accounts

Internal Audit

Bunng the year the Audit Cammittee reviewed the performance of
the internal audit functron, the findings of the audits completed
dunng the year and the departrment’s resource requirements and
also approved the internal audit plan for the year ending 31st March
2009

Internal audit Independently reviews the nsks and control processes
operated by management It cames out independent audits In
accordance with an internal audit plan which 1 agreed with the
Audit Committee before the start of the financial year

The plan provides a high degree of financial and geographical
coverage and devotes significant effort to the review of the nsk
management framework surrounding the major business nsks

Internai audit reports Include recommendations to /mprove internal
contrals together with agreed management action plans to resolve
the 1ssues raised Internal audit follows up the iImplementation of
recommendations and reports progress to senior management and
the Audit Committee

The Audit Committee receves reports from the Head of Internal
Audit on the department’s work and findings

The effectveness of the internal audit functron 1s reviewed and
discussed on an annual basis with the Head of Internal Audrt

On behalf of the Committee

| 4 Y

Alan Thomson
Charman of the Audit Committee




REMUNERATION REPORT

Remuneration Report to Shareholders

Management Development and Remuneration Committee and
its Terms of Reference

The Management Development and Remuneration Committae of the
board compnses all the independent non-executive diectors of the
company as set out on pages 36 and 37 and the group Charman
The Chairman of the Committee throughout the year was Mr C D
Mackay Mr Mackay retired as a non-executive director of the
company and as Chairman of the Committee on 31st March 2008
Mr R J W Walvis was appointed Chairman of the Committee on

1st Apn? 2008

The Committee's terms of reference include determination on behalf
of the board of far remuneration for the Chief Executive, the other
executive drectors and the group Charrman {in which case the
group Chairman does not participate), which, while set in the
context of what the company can reasonably afford, recognises ther
ndmiciual contnbutions to the company's overal! performance In
addron, the Commities assists the board in ensunng that the senmior
management of the group are recrutted, developed and
remunerated in an appropriate fashion The Director of Human
Resources, Mr | F Stephenson, acts as secretary to the Committee
The full terms of raference of the Committee are availlable on the
company’s website at www matthey com

Non-executive directors’ remuneration 13 determined by the board
within the mits prescnbed by the company s Articles of Association
The remuneratton consists of {ees which are set following advice
taken from independent consultants and are reviewed at regular
Intervals

Executive Remuneration Policy

The Committee believes strongly that remuneration policy should be
closely aligned with shareholder interests The Committee recogmises
that, in order to maximise shareholder value,  1s necessary to have
a compettve pay and berefits structure The Committee also
recognises that there 1s a highly competitive market for successful
executves and that the provision of appropnate rewards for supencr
performance 1s vital to the continued growth of the business To
assist with this, the Committee appoints and recenves advice from
ndependent remuneration consultants on the pay and incentive
arrangements prevaiing in comparably sized industnal companies
each country In which Johnson Matthey has operatons Dunng the
year, such advice was receved from the Hay Group, which also
prowided adwice on job evaluation, and PncewaterhouseCoopers LLP
PrcewaterhouseCoopers LLP also provided expatnate tax advice,
tax audit work, completion of overseas tax returns, adwice on set up
of new overseas operaticns and some gverseas payroll services
The Commuttee also receves recommendations from the Chief
Executive on the remuneration of those reporting 1o him as well as
adwvice from the Director of Human Resources Total potential
rewards are earned through the achievement of demanding
performance targets based on measures that represent the best
interests of shareholders

The remuneration policy 1S reviewed by the Committee annually
and a formal review 15 undertaken every three years Remuneration
consists of basic salary, annual bonus, long tern incentives and
other benefits Salanes are based on median market rates with
ncentives providing the opportunity for upper quartile total
remuneration but only for achieving outstanding performance

To ensure the interests of the executive directors remain ahgned
with those of the shareholders, they are encouraged t© build up
over time and ho'd a shareholding in the company equal to at
least therr basic salary As at 31st March 2008 all of the executive
directors held shares in the company approximately equal to or in
excess of ther basic salary

Johnson Matthey and FTSE 100 Total Shareholder Return rebased to 100

The following graph charts total cumulative shareholder return of the company for the five year pencd from 31st March 2003 to 31st March 2008
against the FTSE 100 as the most appropriate comparator group rebased to 100 at 1st Apnl 2003 Johnson Matthey was ranked 61st In the

FTSE 100 as at 31st March 2008
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Executive Remuneration

Dunng 2006/07 the Commitiee undertook a formal comprehensive
tnennial review of the executive drector and senior management
Incentive arrangements within the group, which included advice from
independent external consultants PncewaterhouseCoopers LLP and
consultation with the company's major mstitutional shareholders and
representatve organisations

Through the review the Committee sought to ensure that the
Incentive arrangements within the group support the objectives of
the business, based on the following principles

*  Motvation of management ~ by having performance measures
with strong line of sight to therr performance and targets that are
realistically achievable

* Simplicity — through a single long term incentve plan with easily
understood performance targets

* Close alignment with shareholders — by requinng outstanding
performance for full vesting and encouraging share ownership

s Cohesion within the organisation - through the parhicipation of all
800 of the group’s senior and middle management in the same
programme and by maintaming far and appropnate reward
differentials throughout the business

Under the new arrangements resulting from the review, which were
approved at the company’s annual general meeting n 2007, these
prnciples have all been achieved within the Committee’s objective
not to increase the overall expected accounting costs of the
remuneration arrangements

The Committee reviewed the total value and structure of
remuneration for all executive directors and senior management and
also considered the objectives of the business going forward
Owerall, the Committee {found that the potential value of
remuneration and the proportion of fixed and vanable pay were
approprate Accordingly, the new arrangements proposed by the
Committee broadly maintained the levels of overall remuneration and
the balance between fixed and vanable remuneration However, the
Committee considered that improvements could be made to the
structure and performance measures of both the short and long
term ncentives tn order to-align them with Johnson Matthey's
objectrve of delvenng consistent and above average earnings per
share growth over the long term As a result of the revew changes
wera proposed to remuneration relating to annual bonus, long term
incentve plan and share options Proposals in respect of the
introduction of & new long term incentve plan and the cessation of
the granting of share options were submitted 10 and approved by
shargholders at the company's annual general meeting in 2007

Executive directors’ remuneration consists of the following

+ Basic Satary - which is In ine with the median market salary for
each director’s responsibilities as determined by independent
surveys Basic salary 1s normally reviewed on 1st August each
year and the Commuttee takes into account indmdual
performance and promotion dunng the year Where an internal
promotion takes place, the median salary relatve to the market
would usually be reached over a penod of a few years, which
can give nse to hligher than normal salary increases while this is
being achieved
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Annual Bonus — which 1s paid as a percentage of basic salary
under the terms of the company's Executve Compensation Plan
{which also apples to the group’s 170 or so most senior
executives) The executive directors’ bonus award s based on
consolidated underying profit before tax (PBT) compared with
the annual budget The board of directors ngorously reviews the
annual budget to ensure that the budgeted PBT 1s sufficiently
stretching An annual bonus payment of 50% of basic satary
([prevaiing at 31st March) 1s paid if the group meets the annual
budget This bonus may nse on a straight ne basis to 75% of
basic salary if the group achieves PBT of 105% of budget and a
maximurn 100% of basic salary may be pad if $10% of budgeted
PBT s achieved PBT must reach 85% of budget for a minimum
bonus of 15% to be payable The Committes has discretion to
vary the awards made The bonus awarded to executive drectors
for 2007/08 was 88 5% of sa'ary at 31st March 2008 based on
an achieved PBT of 107 9% of budget

Long Term Incentive Plan (LTIP) — which 1s designed to achieve
above average performance and growth

Share Allocatiens made in 2007 and onwards — share allocations
made in 2007 and onwards, under the terms of the Johnson
Matthey Long Term Incantive Plan 2007 (which also applies to
the group’s 800 senior and middle managers), are subject to an
earnings per share (EPS) performance target Aithough the plan
allows share allocations of up to a maxmum of 200% of basic
annual salary each year (to take account of evolution of market
practice f regured) 1t ts the Committee's current intention that
allocations wall Intially be no higher than 150% of basic salary
each year which 15 considered appropnate based on current
market conditions It 15 intended that this level of allocation
should normally onty be made to the Chief Executive The
Committee would not seek to make awards above 150% of
basic salary without first consulting major shareholders

The allocation :n 2007 was 150% for the Chief Executve and
120% of basic annual salary for executive directors The release
of the share allocation 1s subject to the achievement of a
performance target measured over a thres year performance
penod commencing in the year of allocation The performance
target 18 based on the compound annual growth in the
company's EPS The minimum release, of 15% of the allocation,
will commence at EPS growth of 6% compound per annum over
the three year penod, with no retesting of the performance
target For the maxamum release of 100% of the allocation, EPS
must have grown by at least 15% compound per annum over
the three year performance penod The number of allocated
shares released will vary on a straight ine basis between these
points Allocations will lapse if EPS growth Is less than 6%
compound per annum over the three year performance penod

Although growth in EPS 15 the primary financial measure 15
also a key obyectve of the company to achieve earmings growth
only in the context of a good performance on return on invested
capital (ROIC) Accordingly, the Committee 1s required to make
an assessment of the company’s ROIC over the performance
penod to ensure EPS growth has been achieved with ROIC in
line with the company’s planned expectatrons The Committee
may scale back vesting to the extent that ROIC has not
developed appropnately
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Share allocations made prior to 2007 - Share allocations made
prior to 2007 were made under the Johnson Matthey Long Term
Incentrve Plan winch was established in 1998 The last allocation
of shares under this plan was made in 2006 No further
allocations will be made under this ptan The outstanding
allocations under this plan are subject 1o a relative total
shareholder return (TSR} performance target This compares the
company’s TSR over a three year performance penod
commencing in the year of allocation with that of a comparater
group which comprises those companies placed 51-150 in the
FTSE Index Al of the allocated shares are released if the
company ranks in the 76th percentile 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 EPS must be at least equal to the
increase N UK RPI plus 2% per annum over the three year
perforrmance pencd before any release 1s made

s Share Options — the Johnson Matthey Long Term Incentive Plan
2007 1s now the company's single means for the provision of
long term awards and from 2007 replaced the granting of share
options under the Johnson Matthey 2001 Share Option Scheme
{the 2001 Scheme) Accordingly no share options were granted
In 2007 From 2001 to 2006 optens were granted each year
under the 2001 Scheme Options were 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 pendd Options
may be exercised upon satisiaction of the relevant performance
targets Approximately 800 employees were granted options
under the 2001 Scheme each year

Opuons granted from 2004 to 2006 - Grants made n 2004,
2005 and 2006 are subject to a three year performance target of
EPS growth of UK RPI plus 3% per annum [f the performance
target 1s not met at the end of the three year performance

period the options williapse There 1s no retesting of the
performance target In addition, to reduce the cost calculated
under the International Financial Reporting Standard IFRS 2 —
‘Share-based Payment’, gains made on the exercise of options
are capped at 100% of the grant price

The Cormmittee had the discretion to award grants greater than
100% of basic annual salary Grants which have been made
above this threshold are, 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 between 125% and 150% of
basic annual salary are subject to EPS growth of UK RPI plus
5% per annum The executive directors were granted options
equal to 150% of basic annual salary

Directors’ Emoluments 2007/08

Options granted prior to 2004 — Prior to 2004 options granted to
the executive directors under the 2001 Scheme were up to a
maximum of 100% of basic annual satary each year Such
ophons can only be exercised f the company’s EPS has grown
by at least UK RPI plus 4% per annum over any threa
consecutive years during the Ife of the option These oplions are
subject to annual retesting until they lapse on the tenth
anniversary of grant

Thera are also options outstanding under the Johnson Matthey
1895 UK and Overseas Executve Share Option Scheme The
last option grant under this scheme was made in 2000 All
options were granted in annual tranches up to the maximum
permitted of four tmes earrngs and were subject to a
performance target of EPS growth of UK RPI plus 2% over the
three year performance period Option grants were not made to
executve directors in the years 1998, 1899 and 2000

Pensions - All the executive directors are members of the
Johnson Matthey Employees Pension Scheme (JMEPS) in the
UK Mr Carson and Dr Hawker ceased to accrue pensionable
service 1 JMEPS on 31st March 2006 and Mr Sheldnck ceased
to accrue pensionable service on 31st March 2008 Mr Pentz, a
US citizen, joined JMEPS on 1st January 2006 Pror to this he
was a member of the Johnson Matthey Inc Salaned Employees
Pension Plan in the US None of the non-executive directors are
members of JMEPS

Under JMEPS, members are entitled to a pension based on therr
pensionable service and fina! pensionable salary JMEPS also
provides life assurance cover of four timaes annual salary The
normal scheme pansion age for directors 1s 60 Details of the
indmclual arrangements for executive directors are given on
pages 50 and 51

QOther Benefits -~ Cther benefits avallable to the executive
directors are private medical insurance, a company car and
membership of the group’s employee share incentve plans which
are open to all employees In the countnes in which the group
operates such schemes

Service Contracts - The executve directors are employed on
contracts subject to ong year's notice at any tme On early
termination of therr contracts the directors would normally be
entitted to 12 months’ salary and benefits

Total prior
Payment Total vear
Date of Basic in fieu of Annugl exctuding exciuding
serice Date of salary pensiont bonus Benefits pension Penson
agreement appontment £ 000 £ 000 €000 £ 000 £ 000 £ 000

Executive
N A P Carson 1899 1899 630 157 573 29 1389 1,080
P N Hawker 1803 1803 308 77 282 21 688 532
D W Morgan 1899 1899 310 - 282 28 618 473
LC Pentz? 1106 1803 308 - 282 . 184 774 71
J N Sheldrick ® 241197 3990 410 - 3n 14 795 612
Total 1,966 234 1,790 274 4,264 3,408
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Birectors’ Emoluments 2007/08 [continued)

Total pnor
Total year
Daze of exchudng exchding
lotter of Date of Fees pengon pension
appointment appoutrment £ 000 £ 000 £ 000

Non-Executive*
Sir John Banham {Chairman) 1012 05 11086 250 250 250
M B Dearden 5199 1489 45 45 40
C D Mackay 5199 27199 S 50 45
M J Roney 29307 1807 388 38 -
| C Strachan 10120 23102 45 45 40
D C Thompson 22507 1907 269 26 -
A M Thomson 1802 24802 507 50 45
R J W Walvs 1802 24802 45 45 40
Total 549 549 460

Notas

“

o

Dir

Mr Carson and Dr Hawker ceased to acerue pensionable servce in the Johnson Matthey Employees Pension Scheme with effect from 31st March 2006 They
receive an annual cash payment in leu of pension equal to 25% of basic salary Thus s taxable under the PAYE system

Mr Pantzs emoluments from 1st January 2008 are based on UK satary and benefits Prior to that Mr Pentz’s emoluments were based on US basic salary
adiusted for the cost of Ivng different:al In the UK including UK taxation Associated with his locahisation to UK salary and benefits and the purchase of a UK
residence Mr Pentz was prowded with a package of transitional assistance including 2 housing allowance and relocation expenses commensurate with the
company’s relocatron policy

Mr Sheldnck 1s a non-executive director of GKN pic His fees for the year wers £55,750 This amount 1s excluded from the table above and retained by him

Non executive fees (pther than far the Chasrman) were reviewed on 1st May 2007 for the penod from 1st Apnl 2007 to 33st March 2010 The fees are

£45 000 per annum, with the fee for chairmanship of committees being £5 000 per annum The Chaimman and tha non-execuitive directors do not recene any
pension benefits LTIP allocations share option grants or bonus payments The Charman's fees mclude £25 000 per annum to cover his adrministrative and
secretanal support costs

Includes £5 Q00 per annum for chairmanship of the Management Development and Remunerahion Committee
Fees pad dunng the year from date of appointment to the board

Includes £5,000 per annum for chairmanship of the Audit Committee

ectors' Interests

The interests {in respect of which transactions are notfiable to the company under Rule 3 of the Financial Services Authorty's Disclosure and
Transparency Rules) of the directors as at 3ist March 2008 in the shares of the company were

1

48

Ordinary Shares
31st March 31st March
2008 2007
Sir John Banbam 8,000 8,000
N AP Carson 85,710 61,310
M B Dearden 2,000 2,000
P N Hawker 15,835 15327
C D Mackay 12,500 12,500
D W Morgan 40,843 40,582
L C Pentz 18,214 18,526
M J Roney 1,000 =
J N Sheldrick 97,195 74,517
| C Strachan 1,000 1,000
D C Thempsen 3.721 3,721
A M Thomson 2,256 2,213
R J W Walvis 1,000 1,000

Al date of appontment

All of the above interests were beneficial The executive directors are also deemed to be interested in shares held by two employse
share ownership trusts (see note 31 on page 93}

Directors' interests as at 31st May 2008 were unchanged from those listed above, other than that the trustees of the Johnson Matthey
Share Incentve Plan have purchased on bahalf of Messrs Carson Hawker, Morgan and Sheldrick a further 36 ordinary shares each
and on behalf of Mr Pentz a further 39 ordinary shares

Jobnsen Marchey
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Directors' Interests {continued)

2

Share Options

As at 31st March 2008, indmdual holdings under the company’s executive share option schemes were as set out below Options are not

granted to non-executive directors

Orclinary
shares under

Exerose

Date fom

Total ramber of

Date ot pnce which Expury ordinary shares
grant opbon {pence) exercisable™ date under option
N A P Carson 147 98 15 964 524 00 147 1 14708
22789 18,035 585 50 22702 22709
18704 19,391 1,083 00 18704 187 11
17702 28,901 865 00 17705 7712
i7703 33,407 898 00 17 7 08 17713
20705 77102 1,070 00 20708 20715
267 06 71,378 1,282 00 26709 267 16 264,178
(2007 339.856)
P N Hawker 20705 37,850 1,070 00 207 08 207158
267 06 34,518 128200 26709 26716 72,368
(2007 156,131)
D W Morgan 18701 18.098 1,083 00 i87 04 8711
17702 25,433 865 00 17705 17712
17703 26 726 898 00 17708 17713
20705 39,252 1,070 00 20708 20715
267 06 35,104 128200 267 09 26716 144,613
2007 189.010)
L C Pentz 22799 12158 585 50 22702 2270¢
197 00 8,224 942 00 18703 19710
18701 12,852 108300 18704 187 11
17702 17730 865 00 177 05 17712
17703 22,185 898 00 17706 17713
207 05 37,850 1,070 0C 20708 20715
26708 34 518 1,282 00 26709 26716 145,617
{2007 180,474)
J N Sheldrick 18701 25,854 1,083 00 18704 18711
17 7 02 34 682 865 00 177056 17712
17703 35,191 898 00 17706 17713
20705 52,570 1,070 00 20708 20715
267 06 46,804 1,282 00 26709 26716 186,101
{2007 254,962)
@ Subyect to meestng the relevamt performance targets
Between 1st Apnl 2007 and 31st March 2008 the following options were exercised
Exercise Market pnce
Date of Date of Options price on exercise
grant EXEICISE exerasad {pence) ({pence}
N A P Carson 21704 9807 75678 8920 1,784 0
P N Hawker 21704 9807 36.746 8920 17840
17703 11807 21,168 8980 1,644 0
17702 11807 15,606 8650 1644 0
1870 11607 10,253 10830 1,644 0
D W Morgan 21704 89807 44,397 8920 1,784 0
L C Pentz 21704 9807 34 857 8920 1,7840
J N Sheldnck 21704 8807 58,861 8920 17840

Gains made on exercise of options by directors dunng the year totalled £2,571,737 (2007 £39,293)
The closing market price of the company's shares at 3ist March 2008 was 2,005 pence The highest and lowest closing pnces dunng

the year ended 31st March 2008 were 2,031 pence and 1,529 pence respectivety
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REMUNERATION REPORT

Directors’ Interests jcontinued)

3 LTIP Allocations
Share allocations made pnor to 2007
Number of allocated shares

Shares Allocations

Asal Abocat eased lapsad As st

318t March dunng the during dunng 31st March

2007 year the year the year 2008

N A P Carson 187,999 - 44,937 18,336 124,726
P N Hawker 73,233 - 17,456 7,122 48,655
D W Morgan 79,717 - 21,091 8,805 50,021
L. G Pentz 71969 - 16,558 6,756 48,6565
J N Sheldnck 106.231 - 27,961 11,409 66,861

Cn 2nd August 2007 the 2004 LTIP allocation was released to participants  The release of this aflocation was subject to the achiovement
of a relatve TSR performance target further details of which can be found on page 47 The company’s TSR performance relatve to the
comparator group qualified for a release of 71 02% of the allocated shares This resulted in the following gans

Number of Share prica when Gan

shares reloased released [pence) £

N A P Carson 44,937 1,675 44 752 892
P N Hawker 17 456 1,675 44 292,465
D W Morgan 21,091 1,675 44 353,367
L C Pentz 16,558 167544 277,419
J N Sheldrick 27,961 167544 468,470

Share allocations made in 2007 under the Johnson Matthey Long Term Incentive Plan 2007
Number of allocated sharss

Market prce

As at Allocanong at date Agat

315t March tunng the of alocation 31st March

2007 year (pence) 2008

N A P Carson - 56 704 1,693 0 56 704
P N Hawker - 22,327 1,6930 22,327
D W Moargan - 22,327 1,693 0 22,327
L C Pentz - 22,327 16930 22,327
J N Sheldnck - 29,415 1,6930 28415

Pensions

Pensions and life assurance benefis for the executive directors are prowded through the company's final salary occupational pension scheme
for UK employees — the Johnson Matthey Employees Pension Scheme (JMEPS} — which 1s constituted under a separate Trust Deed JMEPS 15
an exempt approved scheme under Chapter | of Part XIV of the Income & Corporation Taxes Act 1988 1t 1s a registered scheme for the
purposes of the Finance Act 2004

The Finance Act 2004 introduced changes to the taxation of benefits payable from registered UK pension schemes Unless protected under
transitional airangements, retirement benefits that exceed a capital value — called the Life Time Allowance — will be subject to an additional tax
charge Any such tax charge ansing out of membership of JMEPS wilt be paid by the trustees at the point of retirement and the member's
benefits will be reduced accordingly Executive directors whose retirement benefits ara valued in excess of the Life Time Allowance may
withdraw from pensionable service in JMEPS and receve instead a supplemental payment of 25% of basic satary each year Mr Carson and
Dr Hawker withdrew from JMEPS and ceased paying member centributions on 31st March 2006 and Mr Sheldnck did so on 31st March 2008
No pengsionable serice in JMEPS has been accrued by these directors since those dates The increase in accrued pension in the tables below
15 attributable to the increase in basic salary The supplemental payments receved by Mr Carson and Dr Hawker are reflected in the table on
page 47 Supplemental payments to Mr Sheldnck commenced with effect from 1st Apni 2008

The Finance Act 2004 also enables authonsed schemes to remove the restnction imposed by the ‘earmings cap’ under the Finance Act No 2,
1989 As a result, the accrued pensions for Messrs Morgan and Sheldnck {or service from 6th Apnl 2006 are calculated by reference to normal
JMEPS rules and actual basic salary Their accrued pensions in respect of service pror to that date remain restncted by reference to the
‘earrungs cap’ {see note 5 below)

From 1st Apnl 2007, member contnbutions paid by executive directors to JMEPS increased from 4% to 5% of pensionable pay {te basic
salary) From 1st Apnl 2008 member contnbutions increased from 5% to 6% of pensionable pay and there will be a further mcrease to 7% on
1st Apnl 2009

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

SU fohnson Matchey




REMUNERATION REPORT

Penstons [continued)

a United Kingdom Listing Authonty Listing Rules
Transter
Increase n value of
Years of Dreciors accrued Tatal Total Increase n
JMEPS  centnbubong pensian accrued accrued accrued
pensionable 1o JMEPS dunng the pension at pension at  pension fless
gt service at n the year (net of 31st March 31st March directors
31st March 31ist March year™ nfigon® 20089 2007  contrbutions)®
2008 2008 £000 £ 000 pa £000 pa T 900 pa £ 000
N A P Carson 50 25 - 3 301 287 33
P N Hawker 54 20 - 4 148 138 59
D W Morgan ® 50 19 16 4] 55 47 53
LC Pentz® 52 23 15 6 52 46 72
J N Sheldrick @ 58 17 21 8 66 55 138
b  Directors’ Remuneration Report Regulations 2002
Transter Transter InGrease
Dwectors Total vahe of vatug of 10 transter
contnbutions Increase accrued accrued accrued valug
to JMEPS in accrsed pension at penson at persion &t (net of
In the pension In 31st March 31st March 31st March directors
yearft 1he year 20087 2008+ 2007"  contributions)
£ 000 £000 pa £000 pa £000 £ 000 £000
N AP Carson® - 14 301 3 368 3,431 {63)
P N Hawker - 10 148 2,477 1,954 223
D W Morgan® 16 8 55 582 533 27
LC Pentz® 15 7 52 497 411 71
J N Sheldnck @ 21 i1 66 1,235 907 307
Notes

n

a}

Member contnbutions were patd at the general scheme rate of 5% of pensionable pay This general rate increased to 6% on 1st Apnl 2008 and a further
increase to 7% will become effectve on 1st April 2009

The increase in accrued pension dunng the year excludes any increase for inflation
The entitiement shown under ‘Total eccrued pension at 315t March 2008 1s the pension which would be pad annually on retirement based on pensionable

service to 315t March 2008 {except in the case of Mr Carson and Dr Hawker whose pensionable service ceased on 31st March 2006) The pension would,
however, be subyect to an actuanal educton of 0 3% per month for each menth that retrement precedes age 60

The transfer values have been calculated on the basts of actuanal advice in accordance with Actuanal Guidance Note 11 No allowance has been made in the
transter values for any discretionary benefits that have been or may be awarded under JMEPS The transfer values in the Directors’ Remuneraton Repont
Regulations 2002 have bean calculated at the start and the end of the year and therefore also take account of market movernents The JMEPS' trustees
changed the actuanal assumptions used for calculating transfer values dunng the year The transfer values shown have been celculated using the actuanal
assumptions which applied at each reporting date Part of the increase in transfer value over the year therefore 15 due to the change of actuanal basis

The JMEPS' benefits ard contnbutions for Messrs Morgan and Sheldnck in respect of pensionable servce up to 5th Apnl 2006 are restncted by reference to
the *earnings cap' imposed by the Finance Act No 2 1989 Batween 15t Aprd 2000 and 31st March 2006 contnbutions were pad to Funded Unapproved
Retirernent Benefit Schermes IFURBS) to provide retirernent and death benefits in relabon to basic salary v excess of the eamings cap  FURBS were not
exempi approved under Chapter | of Part XIV of the Income & Corporation Taxes Act 1888 and so payments wera 8lso made to meet the tax liabilitres in
respect of these contnbutions No FURBS payments have been made after 31st March 2006 Benefits and contnbutions in respect of service from 6th April
2006 have been provided by JMEPS in accordance with the normal scheme rules

Mr Pentz 13 a US ctizen but became a member of JMEPS on 1st January 20068 Prior to that he was a member of the Johnson Matthey Inc Salaned
Employees Pension Plan (a non-¢ontnbutory defined benefit amangement) and & US savings plan {40114 He also has benefits in a Senior Executve Retrement
Plan The pension values reported abiove are the aggregate for his separate memberstup of the UK and US pension schemes and the Serwor Executive
Retrerment Plan US entittements have been converted to stering by reference to exchange rates on 31st March 2007 and 31st March 2008 Mr Pentz's US
pension was fixed on 31st December 2005 The sterling equnalent of it has fluctuated over the year as a resutt of exchange rate movements Thes 1s reflected
in the transfer values

The transfer value in respect of Mr Carson decreased dunng the year Transfer values for members age 50 are based on equity yields which progressively

change to a bond yield basis over ten years Transfer values for members aged 60 and over are based entirely on bond yelds Towards the end of last year
equity yields increased signdicantly pushing down the transfer values for members more than ten years away from retrement

The Rempuneration Report was approved by the Board of Directors on 3rd June 2008 and signed on s behalf by

Annal Report & Accourts 2008 | 911




RESPONSIBILITY OF DIRECTORS

Responsibility Statement of the Directars in Respect of the
Annual Repert and the Accounts

Each of the directors as at the date of the Annual Report whose
names and functions are set out on pagas 36 and 37, confims that

Responsibility of Directors for the Preparation of the Annual
Report and the Accounts

The directors are responsible for prepanng 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 to prepare the group accounts in accordance with
International Financial Reporting Standards (IFRS) as adopted by the
European Union (EU) and applicable law and have elected to
prepare 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 farly the financiai postion of
the group and the parent company and the performance for that
penod, the Companies Act 1885 provides in relation to such
accounts that references in the relevant part of that Act to accounts
gmng a true and far view are references to therr achreving a farr
preseniation

In prepanng each of the group and parent company accounts, the
directors are required to

* gelect sutable accounting policies and apply them consistently,
* make jJudgments and estmates that are reasonable and prudent,

* state whather they have been prepared in accordance with IFRS
as adopted by the EU, and

* prepare the accounts on the gong concern basis unless it 1s
inappropnate to presume that the group and parent company will
continue in busmness

The directors are responsible for keeping proper acgcounting records
which disclose with reasonable accuracy at any time the financial
position of the parent company and enable them to ensure 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 other irregulanties

Under applicable law and regulations the directors are also
respeonsible for prepanng a Directors’ Report, directors’
Remuneration Report and Corporate Governance statement that
comply with that law and those regulations

The drectors are responsible for the mantenance and integnty of
the corporate and financial information included on the company’s
website Legislation in the UK governing the preparation and
dissemination of accounts may difier from legislation n other
wnsdictions

52 Johnson Matthey

to the best of their knowledge

the group and parent company accounts, prepared in !
accordance with applicable UK taw and in conformity with IFRS,

gve a true and far view of the assets, iabities, financial postion

and profit or loss of the company and theé undertakings included

In the consoldation taken as a whole and

the management report (which compnses the Directors” Report
and the Business Review} iIncludes a far review of the
development and performance of the business and the positon
of the company and the undertakings included In the
consclidation taken as a whole, together with a descnption of the
pnancipal nsks and uncertanties they face

This responsibility statement was approved by the Board of Drrectors
on 3rd June 2008 and 1s signed on its behalf by

A

Sir John Banham
Chairman




INDEPENDENT AUDITORS” REPORT

to the members of Johnson Matthey Public Limited Company

We have audited the group and parent company accounts {the 'accounts’) of Johnson Matthey Plc for the year ended 31st March 2008

which compnse the Consolidated Income Statement, the Consolidated and Parent Company Balance Sheets, the Consolidated and Parent

Company Cash Flow Statements, the Consoldated and Parent Company Statements of Recogmsed Income and Expense and the related

notes These accounts have been prepared under the accounting policies set out therein We have also audited the tabulated information and '
refated footnotes set aut in the directors’ Remuneration Report on pages 45 to 51 disclosing the directors” emoluments and compensation,

share options, long term incentive plan, pensions and other matters specified by Part 3 of Schedule 7A to the Companies Act 1985

This report Is made solely to the company s members as a body in accordance with saction 235 of the Companies Act 1985 Our audit work
has been undertaken so that we might state to the company’s mernbers those matters we are required to state to them in an auditor's report
and for no other purpose To the fullest extent 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 this report, or for the opinions we have formed

Respective Responsibilities of Directers and Auditors

The directors’ responsibilities for prepanng the Annual Report, the directors’ Remuneration Report, the Corporate Governance statement and
the accounts i accordance with applicable law and International Financial Reporting Standards (IFRS) as adopted by the EU are set out in
the Responsibility of Directors statement on page 52

Our responsibiity 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 International Standards on Auditing (UK and Ireland}

We report to you our opinion as to whether the accounts give a true and far view and whether the accounts and the part of the directors’
Remuneration Report to be audited have been property prepared in accordance with the Companies Act 1985 and, as regards the group
accounts Article 4 of the [AS Regulation We also report t0 you whether in our opinion the information given in the Oirectors’ Report 1s
consistent with the accounts The information given in the Directors’ Report includes that specific information presented in the Business
Review as cross referenced from 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 recewed all the information
and explanations we require for our aud, or if nformation specified by law regarding directors’ remuneration and other transactions 1s not
disclosed

We review whether the Corparate Governance statement reflects the company’s compliance with the nine provisions of the 2006 Combined

Code speciiied for our review by the Listing Rules of the Financial Services Autharity, and we report if st does not We are not required to .
consider whether the board's statements on internal control cover all nsks and controls, or form an opiion on the effectiveness of the group's
corporate governance procedures or its nsk and control proceduras

Wae read the other information contained in the Annuat Report and consider whether it 1s consistent with the audited accounts We consider
the implications for our report if we become aware of any apparent misstatements or matenal inconsistencies with the accounts Qur
responsibilties do not extend to any other information

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Audriting Practices Board An
audit ncludes exarmination, on a test basis, of evidence relsvant to the amounts and disclesures in the accounts and the part of the directors’
Remuneration Report to be audited It also incluges an assessment of the significant estmates and judgments made by the directors in the
preparation of the accounts, and of whether the accounting policies are appropnate to the group’s and company's circumstances,
consistently applied and adeguately disclosed

We planned and performed our audrt so as to oftan all the nformation and explanations which we congidered necessary n order to provide
us with sufficient evidence to give reasonable assurance that the accounts and the part of the directers’ Remuneration Report o be audited
are free from materal misstatement whether caused by fraud or other irregulanty or error In forming our opinion we also evaluated the overall
adequacy of the presentation of iInformation in the accounts and the part of the directors’ Remuneration Report to be auditad

Opinton
In our opinien

+ the group accounts give a true and fair view, N accordance with IFRS as adopted by the EU, of the state of the group's affars as at
31st March 2008 and of its profit for the year then ended,

« the parent company accounis give a true and far 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 parent company's affars as at 31st March 2008,

+ 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, Ariicle 4 of the IAS Regutaton and

+ the information given In the Directors’ Report 1s consistent with the accounts

L7 e Sh

KPMG Audit Plc
Chartered Accountants
Registered Auditor
London

3rd June 2008
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CONSOLIDATED INCOME STATEMENT

for the year ended 31st March 2008

2008 2007
restated
Notes £ miliion £ miion
Revenue 12 7,4987 68,1517
Cost of sales (7,006 7) {5,713 7}
Gross profit 492 0 4380
Distribution costs (89 2) {81 8}
Administrative expenses (106 0) (101 )
Amortisation of acquired intangibles 3 31 {28
Operating profit 1,5 2937 252 4
Finance costs [ 39 9) 36 0)
Finance income 7 96 92
Share of {loss) / profit of associate 18 {1 1) 09
Profit before tax 2623 2265
Inceme tax expense 8 (77 2) 84 7)
Profit for the year from continuing operations 1851 1618
Profit for the year from discontinued cperations 40 03 437
Profit for the year 1854 2055
Attnbutable to

Equity holders of the parent company 186 2 206 5
Minonty interests 34 (0 8) (1
1854 2055
pence pence

Earnings per ordinary share attnibutable to the equity holders of the parent company

Continuing operations
Basic g 883 765
Dilutad g 869 753
Total

Basic 9 885 969
DCiluted g 871 854

The notes on pages 62 to 103 form an integral part of the accounts
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CONSOLIDATED AND PARENT COMPANY BALANCE SHEETS

as at 31st March 2008

Grour Parent comparty
2008 2007 2008 2007
restated
Notes £ mellion £ mion £ millon £ mifion
Assets
Non-current assets
Property plant and equipment 4 7063 6007 2833 2432
Goodhwill 15 4828 399 2 2495 2495
Cther intangible assets i6 1103 401 556 55
Investments in subsidianes 7 - - 3885 3481
Investment in associate 18 37 48 - -
Deferred income tax assets 30 223 89 150 -
Avallable-for-sale investments 18 52 48 - -
Swaps related o borrowings 25 126 - 126 -
QOther recevables 22 04 04 3777 297 4
Post-employment benefits net assets 13 685 492 651 455
Total non-current assets 1,4121 1,108 1 1,397 2 1,196 2
Current assets
Inventories 20 38C 4 3627 96 3 g9 2
Current mcome tax assets 62 70 - 31
Trade and other recenvables 22 654 9 527 3 1,4197 10168
Avallable-for-sale investments 8 - 02 - -
Cash and deposits 25 1021 732 252 99
Other financial assets 28 60 32 87 33
Other current assets - 71 - 71
Assets classified as held for sale 24 44 6 04 71 -
Total current assets 1,194 2 9811 1,554 0 1,130 4
Total assets 2,606 3 2,080 2 29512 23356
Liabilities
Current abilities
Trade and other payables 28 (481 6) (416 0) {1,144 §) {f737)
Current income tax habilities (76 5) 52 7) {24 4) -
Borrowings and finance ieases 25 (122 0) (27 5) {54 6) (201)
Other financial labities 27 (19 2) 20 {120) 23
Provisions 29 51) 7n (50 (26)
Liabilitres classified as held for sale 24 (21 5) - = -
Total current habihties (725 9) {505 9) (1,257 5} {798 7)
Non-current lrabiities
Borrowings. finance leases and related swaps 25 (603 1) 410 5) (597 6) {405 1)
Deferred income tax labilities 30 (49 4) (36 5) - (14 1)
Employee benefits obhgations 73 (51 3) (48 3} {11 0} 117
Provisions £ (13 3) 87 77 (58)
Other payables 23 {30) (12 (126 5) {837)
Total non-current habilities 7201) ’ (505 2) (742 8) {620 4)
Total iabilities (1,446 0) (1,011 1) (2,000 3) (1,319 1)
Net assets 1,160 3 1,0781 950 9 1,016 5
Equity
Share capital 31 2207 2205 2207 2205
Share premium account 33 148 3 146 3 1483 146 3
Shares held in employee share ownership trusts 33 (68 6) 619 (68 4) {61 5}
Qther reserves 32 (20 6) (12 9) {0 4) 84
Retaned earnings 33 8791 7837 6507 7028
Total equity attnbutable to equity holders of the parent company 33 1,158 9 1,075 7 9509 10165
Minenty tnterests 34 14 24 - -
Total equity 1,160 3 1,078 1 9509 1,016 5

The accounts were approved by the Board of Directors on 3rd June 2 igned on its behalf by

c (T e A,
N AP Carson ﬁ"? =
J N Sheldnck Drectors My -

The notes on pages 62 to 103 form an integral part of the accounts
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CONSOLIDATED AND PARENT COMPANY CASH FLOW STATEMENTS

for tha year ended 31st March 2008

Cash flows from operating activities
Profit / (loss) before tax
Adustments for
Share of loss / (profit) in associate 18
Discontinued operations 40
Depreciation, amortisation and prefit on sale of non-current assets
and investments
Share-based payments
Dacreass / (increase) n inventones
increase in recevables
{Decrease) / Increase in payables
{Decrease) / Increase n provisions
Employee benefit obhigations charge less contnbutions
Changes in fairr value of financial instruments
Net finance costs / (income)
Income tax pad

Net cash inflow from operating actvities

Cash flows from investing activities

Dmdends receved from associate 18
Purchases of non-current assets and nvestments 35
Proceeds from sale of non-current assets and investments

Purchases of businesses and minonty interests 35
Net proceeds from sale of businesses and minonty interests 35

Net cash outflow from investing activities

Cash flows from financing activities

Net purchase of cwn shares 35
Proceeds from / {repayment of} borrowings and finance leases 35
Dmdends pad to equity holders of the parent company 10
Interast pawd

Interest receved

Net cash inflow / {outflow) from financing activities

{Decrease) / ncrease in cash and cash equivalents in the year
Exchange differences on cash and cash squivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year 35

Reconciliation to net debt
{Decrease) / increase In cash and cash equivalents in the year
(Proceeds from) / repayment of borrowings and finance leases

Change i net debt resutiing from cash flows
Borrowings acquirad with subsidianes
Borrowings disposed of with subsidianes
Exchange differences on net debt

Movemnent i net debt in year
Net debt at beginning of year

Net debt at end of year 25

The notes on pages 62 to 103 form an integral part of the accounts
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Group Parent comparry

2008 2007 2008 2007
regtated

£ mititon £ milhion £ millon £ miflion
262 3 2265 451 (53 6)
11 {09 - —
03 159 - -
820 77 az22 1758
43 69 25 36
83 (82 5) 170 208
(87 1} (136 5) {330 6) @7
117 104 6 2601 286
{31) 59 03 25
68 91 )] (66)
23 52 54 {01
303 268 100 08
{71 5) (81 4) (33) (322
2107 1591 343 128 4
04 05 - -
(1451) (125 0 (105 8) (439}
15 . 35 10 01
(168 1) 8 6) - (51}
{18) 1271 (12) 41
(303 1) (2 5) (106 ) (44 8)
{44 6) (50 4) (45 4) {50 4)
208 0 (71 8) 2117 14 2
723) 66 Q) (72 3) {66 0
{39 4) 313) {87 5) (66 9)
97 49 778 680
614 {214 6) 843 o1 1
31 0) (58 0} 126 (17 5)
95 71 - _
600 i251 {7 5) 00
385 600 51 (75
(31 0) {68 0) 126 {17 5}
{208 0} 718 {211 7) (142}
{239 0) 138 (199 1) @317
(36) - - -

- 191 - -
(30) 143 - 24
{245 6) 472 {199 1) 29 3)
(364 8) 4120 (415 3) (386 0)
610 4) (364 8) (614 4) (415 3)




CONSOLIDATED AND PARENT COMPANY STATEMENTS

OF RECOGNISED INCOME AND EXPENSE

for the year ended 31st March 2008

Group Parent
2008 2007 2008 2007
restated
Notas £ muiion £ mibion £ mitlion £ mifion.
Currency translabion differences on foreign currency net investments
and related loans 307 (67 3) 01 14
Currency translaton differences - transferred to profit on sale of
discontinued operations - (3 8) - -
Far value gain on available-for-sale investments transferred to profit on sale {0 1) - - -
Cash flow hedges - (losses} / gains taken to equity (122 31 {11 9) 27
Cash fiow hedges - transferred to Income statement in the year {¢1) 12 01 14
Far value (losses) / gains on net Investment hedges (37 5) 233 - -
Fatr value gains on net investment hedges - transferred to profit on sale of
discontirnued operations - 20 - -
Actuanal gain / {loss) on post-empioyment benefits assets and habilbes 13 162 (32 3) 130 32 2)
Tax on above items taken directly to or transferred from equity 69 135 {0 8} 88
Net income / {expense) recognised directly in equity 39 (64 3) 05 {18 1)
Profit / (oss) for the year 1854 2055 449 (75 1)
Total recognised income and expense relating to the year 189 3 1412 454 (93 2)
Change In accounting policy — retained earnings - - 66 -
1893 1412 520 93 2)
Total recogmised income and expense attnbutable to
Equity holders of the parent company 1901 142 2 454 ©@32)
Minonty interests {0 B) 10) - -
1893 1412 45 4 {83 2)

The notes on pages 62 to 103 form an integral part of the accounts
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ACCOUNTING POLICIES

for the year ended 31st March 2008

The group s and parent company’s significant accounting policies, together with the judgments made by managernent in applying those
policies which have the most significant effect on the amounts recognised In the accounts, are

Basis of accounting and preparation

The accounts are preparad In accordance with International Financial Reporting Standards (IFRS) and interpretations 1ssued by the
International Finangial Reporting Interpretations Comimittee (IFRIC) or the Standing Interpretations Committes (SIC) as adopted by the
European Union For Johnson Matthey, there are no differences between IFRS as adopted by the Eurapean Union and full IFRS as published
by the International Accounting Standards Board and so the accounts comply with IFRS

The accounts are prepared on the histoncal cost basis, except for certan assets and labilities which are measured at far value as explaned below

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

Basis of consolidation

The consolidated accounts compnse the accounts of the parent company and all its subsidianes, including employee share ownership trusts,
and nclude the group's interest in associates

Entities over which the group has the ability to exercise control are accounted for as subsidianes Enttigs that are not subsidianes or joint
vantures but where the group has significant influence e the power to participate i the financial and operating pelicy decisions) are
accounted for as associates

The results and assets and liabilities of associates are included in the consolidated accounts using the equity method of accounting

The results of businesses acquired or disposed of in the year are consolidated from or up to the effective date of acquisition or disposal
respectively The net assets of businesses acquired are incorporated in the ¢onsolidated accounts at thesr far values at tha date of acquisition

Transactions and balances between subsidianes are eliminated No profit 1$ taken on transactions between subsidianes and the group's share
of prefits on transactions with associates 1s also ebminated

In the parent company balance sheet, businesses acguired by the parent company from other group comparues are ncorporated at book
value at the date of acquisition Where the consideration given exceeds the bocok value of the assets acquired this difference 1s accounted for
as goodwill

Revenue

Revenue compnses all sales of goods and rendenng of services at the far value of consideration recerved or recevable after the deduction of
any trade discounts and excluding sales taxes Revenue is recognised when it can be measured refiably and the significant nsks and rewards
of ownership are transferred to the customer With the sale of goods this occurs when the goods are despatched or made available to the
customer, except for the sale of consignment products located at customers’ premisas where revenue 1s recognised on notification that the
product has been used With the rendenng of services revenue Is recogrised by reference to the stage of completion as measured by the
properton that costs incurmed to date bear to the estimated total costs With royalties revenue s recogrused in accordance with the
substance of the relevant agreement

Construction contracts

Where the outcome of a construction contract can be estmated reliably, revenus and costs are recognised by reference to the stage of
completion This 1s measured by the proportion that contract costs incurred to date bear to the estmated total contract costs

Where the outcome of a censtruction contract cannot be estimated reliably, contract revenue i1s recognised to the extent of contract costs
incurred that it 1s probable will be recoverable Contract costs are recognised as expenses in the penod i which they are incurred

When it 1s probable that the total contract costs will exceed total contract revenue, the expected loss 1s recognised as an expense
immediately

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 habilities are retranslated into the relevant functional currency at the exchange
rate at the balance sheet date

Income statements and cash flows of overseas subsidianes, associates and branches are translated into sterling at the average rates for the year

Balance sheets of overseas subsidianes, associates and branches, including any far value adjustments and including related goodwil, are
franslated into sterling at the exchange rates at the balance sheet date

Exchange differences arising on the translation of the net investment in overseas subsidanes, assoclates and branches, less exchange
differences ansing on related foreign curency financial instruments which hedge the group’s net investment in these operations, are taken

to a separate component of equity The group has taken advantags of the exemption alowed in IFRS 1 - 'First-time Adoption of International
Reporting Standards’ to deem the cumutatve translation difference for all overseas subswdianes, assocrates and branches 1o be zero at

1st Apnl 2004

Other exchange dfferences are taken to operating profit

Finance costs and finance income
Finance costs and finance income are recogmsed 1n the .ncomea statement in the year incurred
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Research and development
Research expenditure 1s charged to the income statement in the year incurred

Development expenditure Is charged to the income statement in the year incurred unless it meets the IFRS recogmition critena for
capitalisation When the recognibion critena have been met any further development expenditure 1s capitalsed as an intangible asset

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

Depreciation 1s provided using the straight line method to write off the cost less estimated residual value over the useful Iife of the asset The
estmated useful iives vary according to the class of the asset, but are typically leasehold property 30 years {or the ifg of the lease if shorter),
freehold buldings 30 years and ptant and equipment 4 to 10 years Freehold land 1s not deprecrated

Goodwill
Goodwil anses on the acguisiion of a business when the far value of the consideration given exceeds the far value attnbuted to the net
assets acquired (including contingent iabilities} 1t 1s subject to arnual imparment reviews

The group and parent company have taken advantage of the exemption allowed under IFRS 1 and so goodwill ansing on acguisstions made
before 1st Apnl 2004 1s iIncluded at the carrying amount at that date less any subsequent mparrments Up to 31st March 1988 goodwill was
gliminated against reserves

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and any provisions for impairment They are amortised in accordance with
the relevant income stream or by using the straight ine method over ther useful lives from the tme they are first available for use The estimated
useful Iives vary according to the specric asset but are typically 1 to 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 capstalised development currently being amortised

Intangible assets which are not yet being amortised are subject to annual iImparment reviews

Investments in subsidiaries

Investments in subsidianes are stated in the parent company's balance sheet at cost less any provisions for imparment Any distnbutions from
pre-acquisition profits are recognised as a reduction to the cost of the investment

Leases

Leases are classfied as finance leases whenaver they transfer substantially all the nsks and rewards of ownership to the group The assets '
are micluded in property, plant and equipment and the capital elements of the leasmng commitments are shown as obligations under finance

leases The assets are depreciated on a basis consistent with similar owned assets or the lease term f shorter The interest element of the

lease rental 1s included in the Income statement

All other leases are classified as operating teases and the lease costs are expensed on a straight ine basis over the lease term

Grants
Grants related to assets are included in deferred incorne and released to the income statement in equal instalments over the expected useful
Ives of the related assets

Grants related to income are deducted in reporting the related expense

Precious metal inventories

Inventones of gold, siver and platinum group metals are valued according to the source from which the metal 1s obtaned Metal which has
been purchased and committed to future sales to customers or hedged in metal markets 1s valued at the pnce at which it 1s contractually
committed or hadged, adusted for unexpired contango and backwardation Other precious metal inventones owned by the group, which are
unhedged, are valued at the lower of cost and net realsable value using the weighted average cost formula

Other inventories

Non precious metal inventones are valued at the lower of cost including attnbutable overheads and net realisable value Except where costs
are specriically identified. the first-in, first-out or weighted average cost formulae are used to value inventones

Cash and cash equivalents

Cash and deposits compnse cash at bank and in hand, inciuding short term deposits with a maturty date of three months or less irom the

date of acquisihon The group and parent company routinely use shart term bank overdratt facilities, which are repayable on demand as an
integral part of ther cash management policy Therefore cash and cash equivalents in the cash flow statements are cash and deposits less

bank overdrafts Offset armangernents across group businesses have been applied to arnve at the net cash and overdraft figures
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Denvative financial instruments

The group and parent company use demvative financial instruments, in particular forward currency contracts and currency swaps, to manage
the financial nsks associated with their underying business actvities and the financing of those activites The group and parent company do
not undertake any trading actnity in denvative financral instruments

Denwvative financial nstruments are measured at their far value Denvatve financial Instruments may be designated at inception as far value
hedges, cash flow hedges or net investment hedges if appropnate

Changes in the far value of any dervative financial nstruments that are not designated as or are not determined to be effective hedges are
recognised immediately in the incoms staternent

Changes in the far value of denvatve financial nstruments designated as faw value hedges are recogrised in the income statement, togsther
with the related changes 10 the far value of the hedged asset or hability Fair value hedge accounting 1s discontinued if the hedging instrument
expwes or is sold, terrminated or exercised, the hedge no longer meets the critena for hedge accounting or the designation s revoked

Changes in the farr value of denvative financial mstruments designated as cash flow hedges are recognised in equity to the extent that the
hedges are effective Ineflecteve portions are recogrised in the ncome statement immediately If the hadged item results in the recogrition of a
non-financial asset or lability, the amount recognised 1n equity 1s transferred out of equity and included in the initial carrying amount of the
asset or kability Otherwise, the amount recognised in equity 1s transferred 1o the iIncome statement in the same penod that the hadged item 15
recognised in the ncome statement I the hedging nstrument expires or 1s sold, terminated or exercised, the hedge no longer meets the
cntena for hedge accounting or the designation s revoked, amounts previously recognised in equity remain i eguity untt the forecast
transaction occurs if a forecast transaction i1s no longer expected to occur, the amounts previously recognised in equrty are transferred to the
income statement

For hedges of net investmenis m foreign operations, the effective portion of the gan or loss on the hedging instrument 1s recognised in equity,
while the ineffective portion 1s recogrised In the Income statement Amounts taken to equity are transferred to the income statement when the
foreign cperations are solkd

Other financial instruments
All other financial Instruments are inbially recogrised at far value plus transaction costs Subsequent measurement 1s as follows

+ Unhedged borrowings are measured at amortised cost

* Avalable-for-sale investments are measured at far value with changes in fair value recogmsed directly in equity On disposal of the
nvestment the amount recognised in equity will be transferred to the iIncome statement at the trade date

s Alf other financial assets and liabilties, ncluding short term recevables and payables, are measured at amortised cost less any impairment
provision

Taxation

Current and deferred tax are recognised in the income statement, except when they relate to tems recognised directly 1n equity when the
related tax 1s also recognised In equity

Current tax 1s the amount of mcome tax expected to be paid in respect of the taxable profits using the tax rates that have been enacted or
substantively enacted at the balance sheet date

Deferred tax 15 provided in {uli, using the liabilty method on temporary diferences ansing between the tax bases of assets and liabilities and
their carnang amount in the balance sheet It 1S provided using the tax rates that are expected to apply in the period when the asset or lability
I1s settled, based on tax rates that have been enacted or substaniively enacted at the balance sheet date

Deterred tax assets are recognised to the extent that it 15 probable that future taxable profts will be avalable against which the temporary
differences can be utiised No deferred tax asset or lability 1s recogrised m respect of temporary differences associated with investrnents in
subsidianes, branches and associates where the group I1s able to control the timing of the reversal of the temporary difference and it 15
probable that the temporary difference will not reverse in the foreseeable future

L]
Prowisions and contingencies
Prowisions are recogrised when the group has a present obligaticn as a result of a past event and a rellable estmate can be made of a

probable adverse outcome, for example warranties, environmental clams and restructunngs Otherwise, matenal contingent rabiities are
disclosed unless the transfer of economic benefits 1s remate Contingent assets are only disclosed if an inflow of economic benefits 1s probable

The group considers financial guarantees of its share of the borrowings and precious metal leases of its associates to be insurance contracts
The parant company considers financial guarantees of its subsidianes’ borrowings and precious metal leases to be insurance contracts
These are treated as contingent liabilites unless it becomes probable that t will be required to make a payment under the guarantee

Share-based payments and employee share ownership trusts {ESOTs)

The far value of outstanding share options granted to employees and shares allocated to employees under the long term incentive plans after
7th November 2002 15 calculated using an adjusted Black-Scholes options valuation model and the resulting cost 18 charged to the mcome
statement over the relevant vesting penods, adjusted to reflect actual and expected levels of vesting where appropnate

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 to the mcome statement The cost of shares held by the ESQTs are deducted in armving at equity until they vest unconditronalty
In employees
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Penstons and other post-employment benefits

The group operates a number of contnbutory and non-contnbutory plans, manty of the defined benefit type, which require contributions to be
made to separately adminustered funds

The costs of the defined contnbution plans are charged to the income statemant as they fall due

For defined benefit plans, the group and parent company recogrise the net assets or labiities of the schemes in their balance sheets
Chligations are measured at present value using the projected unit credit method and a discount rate reflecting yields on high quality
corporate bonds Assets are measured at therr far value at the balance sheet date The changes in scheme assets and iabiities, based on
actuanal advice are recognised as follows

* The current service cost Is spread over the penod during which benefit 1s expected to be denved from the employees’ services based on
the most recent actuanal valuation and s deducted in arrving at operating profit

« The interest cost, based on the discount rate at the beginrung of the year and the present value of the defined benefit obligation dunng the
year, 1s included In operating profit

+ The expected return on plan assets, based on market expectations at the begnning of the year for retumns over the entire Ye of the related
obligation and amended for changes in the far value of plan assets as a result of contributions paid in and benefits paid out, 1s included in
operating profit

+ Actuanal gains and losses, representing dfferences between the expected return and actual return on plan assets and rembursemert nghts,
differences between actuanal assumptions underlying the plan labriities and actual expenence dunng the yaar, and changes in actuanal
assumnptions, are recogrnised In the staternent of recognised income and expense In the year they occur

» Past senice costs are spread evenly over the penod in which the increases in benefit vest and are deducted In amving at operating profit
If an Increase i benefits vests immediately, the cost is recognised immediately

* Gans of losses anging from settlements or curtalments are included mn operating profit

Standards and interpretations adopted in the year

The standards and nterpretations which were adopted dunng the year were IFRS 7 — *Financral Instruments Disclosures’, Amendment to
International Accounting Standard ({AS) 1 — ‘Capital Disclosures’ and IFRIC 10 - 'Intenm Financial Reporting and Imparment’ There were no
changes i accounting policy and no effect on current or pnor year results or net assets of the group and parent company

IFRIC 11 - IFAS 2 — Group and Treasury Share Transactions was also adopted duning the year There were no changes i accountng policy
and no effect on current or pnor year results or net assets of the group In the parent company the cost of share-based payments granted to
its subsidianes’ ermployees (to the extent that it 15 not recharged) 1s accounted for as an additonal nvestment in subsidianes The cost has
been recharged to its subsidianes this year and so this 1s the only change to the results for the year ended 31st March 2008 The parent
company has restated its comparatives for the year ended 31st March 2007 and so investments in subsidianes and equity at 3ist March
2007 have been increased by £6 6 milkon

Standards and interpretations 1ssued but not yet applied

IFRS 8 — 'Operating Segments’ was 1issued in November 2006 and 1s required to be applied for annual periods beginning on or after

1st January 2009 I replaces IAS 14 — ‘Segment Reporting’ and requires the identification of operating segments based on intemal reporting
to the chief operating deciston 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 wil not affect the reported results or net assets of the group and parent cormnpany

IFRIC 12 - ‘Service Concession Arrangements’ was ssued in November 2008 and ts required to be applied for annual penods beginning on
or after 1st January 2008 This will not affect the reported results or net assets of the group and parent company

IAS 23 - ‘Borrowing Costs' was revised in March 2007 and 15 required to be applied for annual penods begnning en or after 1st January 2008
it requires that borrowing costs that are directly attnbutable to the acquisition, construction or production of an asset which takes a substantial
perod of time to get ready for its ntended use are capitalised as part of the cost of that asset The effect on the group and parent company
1s still being evaluated

IFRIC 13 — ‘Customer Loyalty Programmes’ was 1ssued in June 2007 and is required to be appled for annual penods beginning on or after
1st July 2008 This will not atfect the reported results or net assets of the group and parent company

IFRIC 14 = ‘'The Limit on a Defined Benefit Asset Minimum Funding Requirements and their Interaction” was 1ssued in July 2007 and is
required o be apphied for annual penods beginring on or after 1st January 2008 The effect on the group and parent company 1s sitll being
evaluated

IAS 1 - 'Presentabon of Financial Statements’ was rewised in September 2007 and s required to be applied for annual penods beginning on
or after 1st January 2009 It requires a number of presentational changes but will not affect the reported results or net assets of the group and
parent company

IFRS 3 - ‘Business Combinations was revised and IAS 27 - ‘Consolidated and Separate Financial Statements’ was amended in January 2008
and are required to be applied for annual penods beginning on or after 1st July 2009 They require changes to the accounting for future
business combinations and the accounting in the event of the Joss of control over a subsidiary and so will not resuit in any restatement of
reported results or net assets of the group and parent company

Armendment to IFRS 2 - ‘Vesting Conditions and Cancellatons’ was issued n January 2008 and is required to be apphied for annual penods
beginning on or after 1st January 2009 The effect on the group and parent company Is still being evaluated
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1 Segmental infermation

By business segment

As descnbed in the Annual Report and Accounts for the year ended 31st March 2007, the group recrganised s dwisional structure on
1st Apnl 2007 creating a new Environmental Technologies Dvision and a new Fine Chemicals & Catalysts Division Fine Chemicals &
Catalysts was created by adding the businesses which serve the speciality chemicals and pharmaceutical markets previously reported
in Catalysts to Pharmaceutical Matenats Environmenta! Technologies 1$ made up of the remaining Catalysts’ businesses Hence, for
management purposes ihe group 1s now organised into thres operating dvisions — Environmental Technologies Precious Metal
Products and Fine Chemicals & Catalysts Ther pnncipal actmties are descnbed on pages 15 to 21 Sales between segments are
made at market pnces aking into account the volumes involved

Year ended 31st March 2008

Precious Fine
Environmental Metal Chemicals
Technologies Prod & Cataly Elimunations Total
£ million £ milhon £ million £ million £ million
Sales to external customers 22897 4,688 1 5209 - 7,4987
Inter-segment sales 66 1,170 3 101 3 {1,278 2) -
Total revenue 2,296 3 5,858 4 6222 {1,278 2) 7,498 7
External sales excluding the value of precious metals 1,1396 307 4 303 2 - 1,750 2
Underying segment result 147 3 1021 671 - 316 5
Amortisation of acquired intangibles (note 3) @1 - - - (31}
Segment result 144 2 1021 671 - 3134
Unallocated corporate expenses e
Operating profit 2937
Net finance coslis (30 3)
Share of loss of associate 11 11)
Profit before tax 2623
Income tax expense 772
Profit for the year from continuing operations 1851
Profit for the year from discontinued operations 03
Profit for the year 1854
Segment assets 1,486 5 2814 5439 {781) 2,2337
Investment in associate - 37 - - 37
Cash, deposits and swaps related to borrowings 1147
Current and deferred income tax assets 285
Post-employment benefits net assets 685
Assets classified as held for sale 446
Unallocated corporate assets 1126
Total assets 2,606 3
Segment habilites 346 6 1115 630 {78 1) 4430
Borrowings, finance leases and related swaps 7251
Current and deferred income tax liabilities 1258
Employee benefits obligations 513
Liabiities classified as held for sale 215
Unallocated corporate iabilities 792
Total labuties 1,446 0
Segment caprtal expenddure 1058 120 250 - 1428
Caorporate caprtal expendrture 22
Total capital expenditure 1450
Segment depreciation and amortisaton 47 6 135 173 - 784
Corporate depreciation 20
Total depreciation and amortisation 804

Significant non-cash expenses other than depreciation - - - - -
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1 Segmental information [continued)
By business segment [continued}

Year ended 31st March 2007 {restated)

Precious Fine
Erndronmental Metal Chemicals

Technologes Products & Catalysts Eliminations Total

£ milion £ milllon £ milion £ milion £ mifion

Sales to external customars 1,864 3 3,824 4 4630 - 61517
Inter-segment sales 24 1,162 6 734 (1,238 4) -
Total revenue 1,866 7 49870 5364 (1238 4) 61517
External sales excluding the value of precious metals 896 2 2900 2680 - 1,454 2
Underlying segment result 1228 853 64 2 - 2724
Amortisation of acquired intangibles (note 3) (28 - - - (28)
Segment result 1201 853 64 2 - 269 6
Unallccated corporate expenses (17 2)
Operating profit 252 4
Net finance costs (26 8)
Share of profit of associate 0% 09
Profit before tax 2265
Income tax expense 64 7)
Profit for the year from continuing operations 1618
Profit for the year from discontinued operations 437
Profit for the year 2055
Segment assets 1.097 0 208 4 5381 {54 9} 18786
Investment in associate - 48 - - 48
Cash and deposits 732
Current and deferred ingome tax assets 159
Post-employment benefits net assets 492
Unallocated corporate assetls 675
Total assets 2,089 2
Segment labiities 297 8 921 532 (54 9) 3882
Borrowings, finance leases and related swaps 4380
Current and deferred iIncome tax labilities 8g2
Employee benefiis obligations 483
Unallecated corporate labities 47 4
Total kabiities 1.0111
Segment capital expenditure 824 112 198 - 1134
Capital expendrture on discontinued operations 45
Corporate capital expenditure 19
Total capital expenditure 1198
Segment depreciation and amortisation 393 134 17 2 - 699
Depreciation on discontinued operations 55
Corporate depreciation 21
Total deprectation and amortisation 775
Significant non-cash expenses other than depreciabon 15 13 - - 28
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b4

Segmental information [continued)
By geographical segment

All the dwisions of the group have a presence in each of the geographical segrments

Year ended 31st March 2008

North Rest of

Evrope Amenca Asia the World Eliminations Total

£ mifflon £ milkon £ million £ million £ million £ miliion

External sales by geographical destination 3,070 1 23259 14089 693 8 - 7,4987

Carrying value of segment assets by location 1,524 6 4186 254 3 1711 {134 9} 22337

Capital expenditure by location of assets 884 322 165 79 - 1450
Year ended 31st March 2007

North Rest of

Europe Amenca Asia tha World Elirminatons Totat

£ million £ mifion € mullion € milion £ mifliors £ miffon

External sales by geographical destination 2,654 5 14963 1,338 66811 - 6,151 7

Carrying value of segment assets by location 1,154 5 478 6 176 7 1412 vz 4) 18786

Capital expenditure by location of assets 617 298 175 108 - 118 8

Revenue

2008 2007

£ milllon £ mition

Sale of goods 7,361 4 60215

Rendenng of services 1181 1098

Rovalties / lcence meome 192 204

Total revenue - continuing operations 74987 61517

Amortisation of acquired intangibles

The amortisation of ntangible assets which anse on the acquistion of businesses has been separated from administrative expenses
and 1s now shown separately on the face of the ncome statement The income statement for the year ended 315t March 2007 has

been restated accordingly It 1s excluded from underying operating profit

Fees payable to auditors

2008 2007
£ million £ millon £ milion £ million
Fees payable to the company's audttor for the audt of the company's
annual accounts 05 04
Fees payable to the company's auditor and s assocrates for other services
- the audt of the company's subsidianes, pursuant to legislation 07 07
- other services suppled pursuant to legislat:on 01 01
- tax services 02 03
- due diligence 01 02
Total fees payable to the company's auditor and rts associates for other services 11 13
Total fees payable to the company's auditor 16 17
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5 Operating profit

2008 2007

restated

£ milion £ million

Operating profit 1s amved at after charging / {crediting)

Total research and development expenditure 730 665
less development expenditure capitalised 90 (7 8)
Research and devselopment charged 640 587
less external funding receved — from government grants 19 (19
- from other organisations 30 {2 B}

Net research and development - continuing operations 591 582
Net research and development ~ discontinued cperations - 15
Net research and development 591 557
Inventories recognised as an expense - conttnuing operations 6,551 3 53000
Inventones recognised as an expense — discontinued operations - 949
. Inventones recogrised as an expense 6,551 3 53949
Wnte-down of inventones recognised as an expense 57 32
Reversal of wrnte-down of inventones ansing from increases in net realisable value {0 5} {0 5)
Net (gans) / losses on foreign exchange — continuing cperations (13) 17
Net losses on foreign exchange — discontinued operations - 05
Net (gains) / losses on foreign exchange {13) 22
Net gains on foreign currency forwards held for trading - 02
Cash flow hedges transferred from equity - revenue 22 (29
- cost of sales {22) 17

- administrative expenses 01 -
~ total 01 (12

Depreciation of property, plant and equipment - continuing operations 683 631
Deprecration of property plant and equipment - discontinued cperations - 55
Depreciation of property. plant and equpment 683 686
Amortisation of internally generated intangible assets included in cost of sales 53 25
Amortisation of other intangible assets included in - cost of sales 22 21
— distnbution costs 01 o1

— administrative expenses 14 14

- amortisation of acquired intangbles (note 3) 31 28

Qperating lease rentals payable — minmum lease payments — continuing operations 86 83
Operating lease rentals payable - mnimum lease payments ~ discontinued operations - 03
Operating lease rentals payable - minmum fease payments 86 B6
Operating lease rentals payable — sublease payments receved 01) -

Unless ctherwise specified the tems above are for both continuing operations and total group
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Finance costs

Remaining foss on remeasurement of net nvestment hedging instruments to far value
Net loss on remeasurement of far valus hedges and related hedged items to faw valug

Net losses on financial assets and liabilities classified as held for trading
Interest payable on financial labtittes measured at amortised cost
Unwinding of discount on prowvsions

Total finance costs ~ continuing operations

Finance income

Interest recevable on interest rate swaps
Net gain on remeasurement of farr value hedges and related hedged items to fair value
Net gain on remeasurement of foreign currency swaps held for trading

Net gains on financtal assets and habilities classified as held for trading
Interest recevable ¢n loans and recevables

Total finance ncome — continuing operations

Taxation

Current tax
Corporation tax on profits for the year
Adjustment for pnor years

Total current tax

Deferred tax

Orngination and reversal of tempaorary differences

Changes in tax rates and laws

Recognition of previcusly unrecogrised deferred tax assets

Adjustment to estimated recoverable amouni of defarred tax assets ansing n pnor years

Total deferred tax

Income tax expense - continuing operations

The tax charge for the year can be reconcied to the profit per the ncome statement as follows

Profit before tax

Tax expense at UK corporation tax rate of 30% {2007 30%)
Effects of

Owverseas tax rates

Expenses not deductble for tax purposes

Net utiisation of tax losses and tax holidays

Adjustments for prior years

Research and development creciis

Other

Tax expense for the year

2008 2007

£ million £ rmillon
17 02
06 -
23 02
375 358
o1 -
389 360
2008 2007

£ milllon £ mdGion
36 50

- 03

05 01
41 54
55 38
g6 g2
2008 2007

£ milion € million
969 608
06 ©s)
875 604
(16 3) 39
{01 04
{05) -
34 -
(20 3) 43
772 647
2008 2007

€ million £ mullen
2623 2265
787 680
33 -
10 39
17 67
(28} -
(33) 29
20 t4
772 64 7

In July 2007 the UK government enacted a change in the UK carporation tax rate from 30% to 28% effective from 1st Apnl 2008 and

s0 the UK deferred tax balances at 31st March 2008 have been recalculated at the new rate
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Earmings per ordinary share

2008 2007
pence ponce:
Total
Basic 885 96 9
Diluted 871 954
Contiruing
Basic B8 3 765
Diluted 869 763
Discontinued
Basic 02 204
Diluted 02 201

Earnings per ordinary share have been calculated by dviding the profit attnbutable to equity holders of the parent company by the
weighted average number of shares in 1ssue during the penod

2008 2007
£ mitlion £ milfon

Earnings

Profit for the year from contnuing operations atinibutable to equity holders of the parent company 1859 1630

Profit for the year from discontinued operations attnbutable to egurty holders of the parent company 03 4356

Profit for the year attnbutable to equity holders of the parent company 186 2 206 5

Profit for the year from discontinued operations attributable to equity holders of the parent company is after taking account of the
rnonty interests of discontinued operations of £ mil {2007 £0 2 milion)

2009 2007
restaled
Werghted average number of shares in 1ssue
Basic 210,502,894 213,219,273
Diution for share options and long term incentive plans 3,313,868 3,398,990
Drluted 213,816,762 216,618,263
Undertying earnings per ordinary share are calculated as follows
2008 2007
restated
£ milien £ miion
Profit for the year attnbutable to equity holders of the parent company 186 2 206 5
Amortisation of acquired intangibles 31 28
Profit on disposal of discontinued operations - (34 4)
Tax thereon {09 ¢3
Undertying profit for the year 1884 1752
2008 2007
restated
pance pence
Undertying earnings per share
Basic 895 822
Diluted 881 809
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Owidends

2005/08 final ordinary dwidend paid - 21 0 pence per share
2006/07 intenm ordinary dvidend paid - 9 9 pence per share
2006/07 final ordinary dmdend paid - 23 7 pence per share
2007/08 intenm ordinary dvidend paid — 10 6 pence per share

Total dividends

A final dvidend of 26 0 pence per ordinary share has been proposed by the board which will be pad on 5th August 2008 to

2008 2007

£ miliion £ milhon
- 449

- 211

500 -
223 -
723 660

shareholders on the register at the close of business on 13th June 2008 The estimated amount to be pad 1s £54 7 millon and has not

been recogmised In these accounis

Employee and key management personnel costs
Employee numbers

Group Parent company

2008 2007 2008 2007
restated restated

The average monthly number of employees dunng the year was
Environmental Technalogies 4279 3711 1,349 1,212
Precious Metal Products 1,957 1,882 852 720
Fine Chemicals & Catalysts 1,664 1,689 400 500
Corporate and Central Research 315 292 281 280
Average number of employees - continuing operations 8,215 7574 2,882 2,692
Discontinued operations 155 618 - 53
Average number of employees - total 8,370 8,183 2,882 2,745
Actual number of employees at 31st March - continuing operations 8,722 7,795 2,924 2791
Discontinued operations 927 - - -
Actual number of employees at 31st March - total 9,649 7,795 2,924 279

The number of temporary employess included above at 31st March 2008 was 303 (2007 178) for the group and 58 (2007 49) for the

parent company

Employee benefits expense

Group Parent cormparny

2008 2007 2008 2007

£ mililon £ miBon £ million £ miion

Wages and salanes — conthuing operations 2496 2292 1053 976
Social secunty costs - continuing operations 249 22 4 98 86
Pension and other post-employment costs — continuing operations 232 227 137 104
Share-based payments — continuing operations a8 109 67 99
Total employee benefits expense - continuing operations 307 5 2852 1355 1265
Wages and salanes - discontinued operations 18 19 - 13
Social secunty costs - discontinued operations 02 31 - 01
Pension and cther post-employment costs - discontinued operations g1 0 8) - 08
Share-based payments — discontinued operations - 09 - 09
Total employee benefits expense - discontinued operations 21 151 - 15
Total employee benefits expense 3096 3003 1355 1280

Termination benefits of £1 2 millon (2007 £1 2 mulion) for group continuing cperations and £ 2 million (2007 £1 3 mdlion) for the group
are not mcluded above Termination benefits of £1 1 million (2007 £0 2 milien) for parent cormpany continuing operations and £1 1 milkon

{2007 £0 3 milion) for the parent company are not included above

Johnson Matthey
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Employee and key management personnel costs [continued)

Key management personnel

The key management of the group and parent company consist of the board of directors and the members of the Chief Executve’s
Committee {CEC) The CEC has ten members {2007 eight members) Ther compensation charged in the year was

2008 2007

£ million £ milicn

Short term employee benefits 59 44
Pensioon and other post-employment costs 05 03
Share-based payments 14 17
Non-executive directors’ fees and benefits 05 05
Total compensation of key management personnel 83 69

Other than the compensation above there were no transactions with any key management perscnnel There were no balances
outstanding at the year end

Information on the directors’ remuneration 15 given in the Remuneration Report on pages 45 0 51

Share-based payments

Share options

Equity settleg share options were granted to employees at the average of the market value of the company's shares over the three
days prior to the date of grant and are subject to performance targets over a three year penod and have a mawamum life of ten years
The number of shares over which options were granted was based on a percentage of the employee’s salary and from 2001 to 2006
appraximately 800 employees have been granted options each year (n 2007 a new long term incentve plan was introduced and
atlocations of shares under this plan replaced the granting of share opticns No share options were granted in the year ended

31st March 2008

Options granted in 2004 to 2006 are subject to a mnimum three year performance target of earnings per share (EPS) growth of UK
RPI plus 3% per annum Cther performance targets are EPS growth of UK RPI plus 4% per annum and EPS growth of UK RPI plus
5% per annum K the performance targets are not met at the end of the three year performance period, the opbions will lapse Also
gans are capped at 100% of the grant price

Options granted wn 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 consecutve years during the kife of the options They are subject to annual retesting until they lapse on the tenth annversary
of grant Since the targets have been met all these options are exercisable

Some options granted in 200¢ and before are stil cutstanding These were subject to a performance target of EPS growth of UK RPI
plus 2% over the three year performance period Since that target has been met all these options are exercisable

Long Term Incentive Plan (LTIP)

The new LTIP also replaced share allocations made under the previous LTIP Under the new LTIP, shares are allocated to approximately 800
employees based on a percentage of salary and are subject to perfornance targets over a three year penod At 31st March 2008, shares
allocated in 2007 were outstanding w respect of which the performance penod has not expired The minkmum release of 15% of the
allocation 1s subject to the achievernent of a EPS growth of 6% compound per annum over the three year penod For the maximum release
of 100% of the allocation, EPS must have grown by at least 15% compound per annum The number of allocated shares released will
vary on a straight line basis between these ponts Allocations will lapse d the EPS growth 1s less than 6% compound per annurm over the
three year performance penod

Under the old LTIR, shares were allocated to directors and certain key executives of the group based upon a percentage of satary and
are subject to performance conditions over a three year penod At 31st March 2008, shares allocated in 2005 and 2006 (at 31st March
2007, shares allocated in 2004, 2005 and 2006) were outstanding in respect of which the performance penod has not exptred The
release of shares Is subject to a relatve total shareholder return (TSR) compared to those compantes ranked 51 to 150 in the FTSE
index over a three vear penod All shares are released if the company ranks n the 76th percentle or above None of the shares are
released If the company ranks in the 50th percentile or below If the company ranks between these percenbles 35% and 100% of the
shares are released on a straxght ine basis In addition EPS growth must be at teast equal to UK RPI plus 2% per annum over the three
year performance pencd before any release 1s made

Share Incentive Pian (SIP) — UK and Overseas

Under the SIP, all employees with at least one year of service with the group and who are employed by a participating group company
are entitled to contnbute up to 2 5% of basic pay each month, subject to a £125 per month imit The SIP trustees buy shares
{partnership shares) at market value each month with the employees’ contnbutions 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
partnership shares within three years from the date of allocation, the inked matching shares are forfested [n the Overseas SIF,
partnership shares and matching shares are subject to a three year holding penod and canniat be sold or transferred dunng that tme
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401k approved savings investment plans (401k plans)

In the US there are two 401k plans, one for salaned employees and one for hourty employees Sataned employees may contribute up
to 50% of ther base pay and hourly employees up to 20% of ther base pay, both subject to a statutory rnit Salaned employees choosing
Johnson Matthey Plc shares matching are matched 100% of the first 4% contributed and hourly employees are matched 50% of the
first 2% contributed Employees may contnibute after one month of service and are eligible for matching after one year of service

Further detais of the directors’ remuneration under share-based payment plans are given in the Remuneration Report on pages 45 to 51

Actvity relating to share options was
2008 2008 2007 2007

Weightad Weghted
average average
exercise exercise

Number of price Number of pnce

options pence options pence

Quistanding at the start of the year 9,383,762 1,017 26 8,189,652 948 23
Granted during the year - - 1,991,140 1,277 92
Forfeted dunng the year (112,788) 1,086 53 (548,057) 999 14
Exercised dunng the year (4,324,728) 922 20 (248,973) 87105
Outstanding at the end of the year 4,946,246 1,098 81 9,383 762 1,017 26
Exercisable at the end of the year 1,387,814 908 05 364,641 771171

Qptions were exercised on a regular basis througheut the year The average share prce duning the year was 1,727 49 pence (2007
1,411 78 pence)

Details of share options outstanding at the end of the year are

2008 2008 2007 2007
Weighted Weighted
average average
Number ot remainung lite Number of remaining life
options years options years

Range of exercise pnce
300 pence to 400 pence 300 10 601 20
400 pence to 500 pence - - 307 23
500 pence to 600 pance 80,383 11 163,282 18
600 pence to 700 pence - - 262 33
800 pence to 900 pence 954,269 50 4,324 370 64
900 pence to 1,000 pence 73,446 23 200,189 33
1,000 pence to 1,100 pence 2,105,540 68 2,802,497 72
1,200 pence to 1 300 pence 1,732,303 83 1,892,254 93
4,946,246 68 9,383,762 71

The far value of share options granted dunng the year ended 31st March 2007 was 234 3 pence per option An adjusted Black-
Scholes optich pricing model was used to determine the fair value of the options granted The inputs to the model were ghare price
1,289 pence exercise pnce 1,282 pence, expected volatility 18 7%, expected option Iife 5 years, expected dmdend rate 2 32% and
nsk free interest rate 4 77% Expected volatility was determmned by calculating the histoncal volatility of the company'’s share pnce over
the previous three years The expected optron Jfe took into account the effects of expectedt early exerctse restnctions and behavioural
considerations based on the history of previous ophion grants Given the low employee turmnover and the consistency of the histoncal
average option Iife Black-Scholes was considered to be a sutable stochastic model to use for far valuing Johnson Matthey's share
options The Black-Scholes option pricing model was adjusted to take account of the cap which reduces the benefit and cost
appeanng n the accounts
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Share-based payments [continued)

The farr value of the shares allocated duning the year under the LTIP was 1,613 5 pence per share allocation (2007 504 7 pence per
share allocation) The farr value was based on the share price at the date of allocation of 1,711 0 pence (2007 1,283 0 pence} adjusted
for the preseni value of the expected dvidends that will not be receved at an expected dvidend rate of 1 96% (2007 2 35%) The far
value of the shares allocated n the year ended 31st March 2007 was adjusted to take account of the TSR performance condition

Actity relating to the LTIP was

2008 2007

Number of Number of

aflocated atiocated

shares shares

Qutstanding at the start of the year 1,108,258 1,221,994
Allocated dunng the year 627,429 336483
Forfeited dunng the year (9,607) (14,808)
Released during the year {296,096} {198,730}
Expired duning the year (120,788) (235,681)
Cutstanding at the end of the year ' 1,310,196 1,109,258

223,335 (2007 289,696} matching shares under the SIP and 58,876 (2007 71,879) shares under the 401k plans were allocated to
employees dunng the year They are nil cost awards on which performance conditions are substantially completed at the date of grant
Consequently the farr value of these awards is based on the market value of the sharas at that date

The total expense recognised dunng the year in respect of equity settled share based payments, taking into account expected lapses
due to leavers and the probability that EPS performance conditions will not be met was £9 8 mifhon {2007 £11 8 milhon)

Post-employment benefits
Group

The group operates a number of post-employment benefits plans arcund the world, the forms and benefits of which vary with
conditions and practices in the countries concerned The majonty of the plans are defined bensfit which require contributions to be
made into separately administered funds and retrement benefits are based on facters such as employees’ pensionable salary and
length of service Some of the plans are defined contnbution, where the retrement benefits ara determined by the value of funds ansing
from contnbutions paid In respect of each employee The group also makes payments to employees personal pension plans The
amount recognised as an expense for defined contnbution plans was £3 1 million (2007 £2 8 rmillion)

The major defined benefit plans are pension plans and post-retirement medical plans 0 the UK and the US The pensicn plans are
fina! salary plans except for the new section of the UK plan which is a career average salary plan and the US hourty plan which 1s a
fixed benefit based upon years of service Full actuanal valuations were carned out at 1st Apnl 2008 for the main UK pension plan and
30th June 2007 for the US pension plans and the valuations of all of the UK and US plans were updated to 31st March 2008 by
gualfied independent actuanes

The main assumptions were

2008 2008 2008 2007 2007 2007
UK plans US plans Other plans UK plans US plans Other plans

% % % % % %

Rata of increase in salanes 500 425 29 460 425 352
Rate of increase in pensions in payment 350 - 220 310 - 213
Discount rate 6 50 650 545 540 600 487
Inflation 350 275 157 310 275 234
Current medical benefits cost trend rate 7 50 800 4 00 710 8900 400
Uttimate medical benefits cost trend rate 750 500 400 710 500 400

The group uses certain mortality assumptions when calculating plan obligations The current mortalty assumptions for all major plans
retain prudent allowance for future iImprovements n longevity and take account of expenence
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Post-employment benefits [continued)

Group (continued)

The mortality tables used for the group’s largest plan, which 15 1n the UK, at ts last full actuanal valuabion were PMAS2C2006 with a
one and a half years positive age rating or male members retinng in normal heatth and PFAS2C2006 with a one and a half years
positive age rating for female members retiring in normal health Allowarnce for future mortalty Improvements was made in ling with the
medium cohort versions of these tables Shorter longevity assumptions are used for members who retire on grounds of l-health These
tables have been camed through into the 31st March 2008 update allowing for the expected improvements over the intervening two
years These tables lead to a future Ifetime of average members currently at age 63 (the plan's normal retirement age for the majonty of
its members) and 65 and average members at age 63 and 65 In 23 and 25 vears time (1 @ members who are currently aged 40 years)
respectvely of

Currently Age 63 Currently Age 65
age 63 in 23 years age 65 In 25 years

Male 209 224 190 206
Female 240 254 221 236
The mortahity tables used for the other larger plans were
us RP-2000 projected to 2010 using Scale AA
Netherlands GXAGD0550 set back by one year for males and one year for females
Canada UP 94 generationa! {including allowance for future mortality improvements)
South Afnca PA(90) rates down two years

A one percentage point change in the assumed medical cost trend rates would have the following effects on

One percentage point Increase One percentage point gecrease
UK ptan US plan UK plan US plan
£ mifion £ million £ milicn € million
At 31st March 2008
Post-retirement medical plan expense 01 03 01) 02
Post-retirement medical plan defined benefit obhgation 17 27 {14} 22)
At 31st March 2007
Post-retirement medical plan expense 02 03 o1 02
Post-retirement medical plan defined beneftt oblgation 18 31 (15) 24

A O 1% change in the discount rate and rate of Increase in salanes would have the following effects on the UK pension plan’s defined
benefit abligation at 31st March 2008 -

0D1% 01%
increase decrease
£ million £ miltion

Effect of discount rate (125 128
Effect of rate of Increase n salanes 31 31)
The farr values and expected rates of return for plan assets were
UK pensiong US pensons Other
Expected rata Expacted rate Expected rate
of reurn Value of return Value of return Vaue
% £ milkon % £ mifon % £ mulon
At 31st March 2008
Equities 800 3972 300 5§57 a79 86
Bonds 575 3641 480 228 499 51
Property 675 48 2 - - - -
Insurance policies - - - - 511 134
69 8095 707 785 626 271
At 31st March 2007
Equitres 775 4406 500 573 75 84
Bonds 430 3496 510 222 399 62
Praperty 625 563 - - 400 01
Insurance policies - - - - 425 116
647 B46 5 719 795 523 263

The defined benefit pension plans do not invest directly in Johnson Matthay Plc shares and no property or other assets owned by the
pension plans 1s used by the group The overall expected rate of return is determuned on a country by country basis by reference to
market expectations for each class of asset It 1s based upon the forecasts of actuanes and market professionals
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Post-employment benefits [continued)
Group (continued)
Movements in the defined benefit obligation dunng the year were
UK posst- US post
retrement relrement
ux medical us medical
pensions benefits PONSoNS benefits Othar Total
£ milkon £ mibion £ milion £ miion € miflion £ mition
At 1st Apnl 2006 (736 4) (119 (90 4) (20 2 {309 {889 B)
Current service cost - in operating profit (24 8) 02 43 05} 20) 318
Current service cost — capitalised o1 - - - - o1
Past service cost — vested 03 - 07) 08 (1t O) 12
Past service cost = non-vested - - - 29 - 29
Interest cost (35 5) {0 6) 4 6) 08 (i 4) (42 9)
Employee contnbutions 34 - - - 02 {3 6)
Actuanal (loss) / gan (25 9) Q8 (10 14 16 29 1)
Curtalment gans 09 - - - - 09
Benefits pad 245 Q3 29 04 11 292
Exchange adjustments - - 107 23 25 i55
At 31st March 2007 {801 0) {11 6) (B7 4} (16 5) (33 5) {950 0)
Current service cost — in operating profit (24 2} 02 41 e 9 (30 8)
Current service cost — caprtalised 01} - - - - 01)
Past service cost - vested 07 - - - c1) {8
Interest cost (42 9) {C6) (51 (10 (18 (507
Employee contributions 4 1) - - - ©32 43
Agctuanal gain 995 12 63 18 51 1138
Acquisitions - - - - @1 @)
Benefits paid 287 03 28 04 22 344
Exchange adjustments - - 11 03 44 B0
At 31st March 2008 {744 4) (109 (86 4) {15 6) (38 2) (895 5)
Movements in the farr value of the plan assets during the year were
UK post- US post
retirernent retirement
UK rnacical us medical
pensions benefits pensions benefits GCther Total
£ milon € millon £ miton £ mifion £ rrellion £ mifion
At 1st Apnl 2006 805 1 - 790 - 251 a09 2
Expected return on plan assets 50 4 - 52 - 13 569
Actuanal {loss) / gain (8 4} - 23 - 25 36)
Employee contrbutions 34 - - - 02 36
Company contrbutions 205 03 54 04 21 287
Benefits paid {24 5) {0 3} {2 9) {C 4} (11 (292
Assets distirbuted on settliements - - - - 09 09
Exchange adjustments - - 9 5} - (29 (12 4)
At 31st March 2007 8465 - 785 - 263 952 3
Expected return on plan assets 546 - 56 - 15 617
Actuanal loss {87 7} - (€9 - 28 (97 4)
Employee contributions 41 - - - 02 43
Company contributions 207 03 41 04 16 271
Benefits paid 28 7) {0 3) {2 8 04 22 (34 4)
Exchange adjustments - - {10} - 25 15
At 31st March 2008 8095 - 785 - 271 9151

The actual return on plan assets for UK plans was a £33 1 milon reduction (2007 £42 1 millon increase) and for US plans was a

£1 3 million reduction (2007 £7 5 millon increase)
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Post-employment benefits (continued)

13a Group [continued)

74

Movements in the rewmbursement nghts dunng the year were

UK post US post
rgurement retrament
UK medical us medcal
pensions benefits pensiong benefits Other Total
£ mifion £ miflion £ milion £ million £ mion £ méflion
At 15t Apnl 2006 - - - 26 - 286
Expected return - - - 01 - 01
Actuanal gain - - - 04 - 04
Exchange adjustments - - - 03 - {03)
At 31st March 2007 - - - 28 - 28
Expected return - - - 02 - 02
Actuanal loss - - - {C3) - 03
Exchange adjustments - - - Q 1} - (O}
At 31st March 2008 - - - 26 - 26
The net post-employment benefits assets and kabilities shown in the balance sheet are analysed as
UK post LIS post
retirement retirement
UK medical us medical
pensions benefits pensions. benefits Crher Total
£ mifion £ milion £ rmllicn £ metbon £ mifion £ milion
At 31st March 2008
Present value of funded obligations (744 4) - (86 4) - {30 4) {861 2}
Present value of unfunded chligatons - (109) - {156) (7 8) {34 3}
Defined benefit obligaton (744 4) {10 9) (86 4) (1586) {382) (895 5)
Far value of plan assets 8095 - 785 - 271 9151
Rexmbursement nghts - - - 26 - 26
Unrecognised past service credit - non-vested - - - 295 - (2 5)
Net post-employment benefits assets and liabilities 651 {10 9} (79) (15 5) {111) 197
At 31st March 2007
Present value of funded obligations (801 0) - (87 4) - (302) {018 6)
Present value of unfunded obligations - {11 6} - (16 5) {33) (31 4)
Defined benefit obligation {801 Q) (11 8) {87 4) (16 5) {33 5) {950 Q)
Fair value of plan assets 8465 - 795 - 263 952 3
Reimbursement nghts - - - 28 - 28
Unrecognised past service credit — non-vested - - - (28 - (28)
Net post-employment benefits assets and habilittes 455 {11 6) 7 9} (16 5) 72 23
These are included In the balance sheet as
2008 2008 2008 2007 2007 2007
Post- Post
employment Employee employment Employee
benefits benefits. benefts benefis
net assats obligations Tow net assets obbgations Total
£ rmuflion € miltion £ miltion £ miion £ rmilfions £ mason
UK pension plans 651 - 651 455 - 455
UK post-retirement medical benefits plan - {10 9) {109) - (11 86) (11 6}
US pension plans - (7 9) {7 9} - 79 {7 9)
US post-retrement medical benefits plan - {15 5) (15 5) - (16 5) {16 5)
Cther plans 34 {14 5) (t11) 37 109 {72)
Total post-employment plans 685 (48 8) 197 492 (46 9) 23
Other long term employee benefits I {2 5) (14)
Totat long term employee benefits obligations {51 3) (48 3)
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13 Post-employment benefits [continued)
13a Group [continued)
Amounts recognised in the Income statement in respect of these plans were

UK post- US post
retirgment retrement
UK medical us medical
pensions benetls pensions benafis Cther Total
£ miltion £ miion £ mifkon £ milion £ mifion £ mifion
Year ended 31st March 2008
Current service cost (24 2) (0 2) {41) (0 6) an {30 8)
Interest on plan habilities 42 5) {0 6) 51) (10) (15 (50 7)
Expected return on plan assets 546 - 56 - 15 617
Expected return on rembursement nights - - - 02 - 02
Past service cost — vested {07) - - - 01) {08}
Past service cost - non-vested - - - 03 - 03
Charge to income (12 8) 08 (3 6) (11} (18} {20 1}
Year ended 31st March 2007
Current service cost {24 8) 02 4 3) 05 (2 0} (318)
Interest on ptan labilties {35 5) 08 4 8) 08 (14} {42 9)
Expected return on plan assets 504 - 52 - 13 569
Expected return on resmbursement nghts - - - 01 - 0t
Curtaiment gains 0g - - - - 09
Settlement losses - - - - 09 09
Past service cost 03 - o7 o8 10 {12
Charge to iIncome 983 08 {4 4) {04 40 {18 9}

Of the total charge for the year, £12 2 millon {2007 £12 5 milion) has been included within cost of sales, £2 3 mihon (2007 £2 4 millon) in
distnbution costs, £5 6 million (2007 £4 8 million) n admirvstrative expenses and £ n (2007 £0 8 millien credit) n the profit for the year
from discontinued operations

The cumulative amount of actuanal gans / (losses) recognised in the statement of recognised ncome and expense were

UK post US post

ratirement retirement

UK meckcal us medical
pensons benefits pensions benefits Other Jotal
£ mdhon £ milion £ milion £ million £ million £ miTion
At 1st Apnl 2006 144 {16) 53 01 4 1) 35
Recognised in year (34 3) 08 13 (10 c9 (32 3)
At 31st March 2007 (199) 0 8) {40 09 32 (28 8)
Recognised in vear 118 12 {© &) 15 23 162
At 31st March 2008 81) 04 {4 6) 06 {09 (126)

It 15 estimated that the group will contnbute about £28 million to the post-employment defined benefit plans dunng the year ending
31st March 2009
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Post-employment benefits (continued)
Group [continued)

History of the plans and expenence adjustments are

Year ended 31st March 2008

Prasant value of defined benefit obligation
Farr value of plan assets

Reimbursement nghts

Surplus / (deficit) in the plan

Expenence adjustments ansing cn plan kabiities
Expenence adjustments ansing on plan assets

Year ended 31st March 2007

Present value of defined benefit obligation
Farr value of plan assets

Reimbursement nghts

Surplus / (deficit) in the plan

Expenence adustments ansing on plan kabilities
Expanence adjustments ansing on plan assets

Year ended 31st March 2006

Present value of defined benefit obligation
Far value of plan assets

Reimbursement nghts

Surplus / {deficit) in the plan

Expenence adjustments ansing on pfan liabiities
Experience adjustments anising on plan assets

Year ended 31st March 2005

Present value of defined benefit obligation
Fair value of plan assets

Rembursement nights

Surplus / (deficit) n the plan

Expenence adjustments ansing on plan abilities
Experience adjustments ansing on plan assets

Johnson Macthey

UK post US post-

ratrement retirement

UK medical us medical
pensions benefits penskns benefits Cther Total
£ milion £ milion £ million € milion £ milion £ miion
{744 4) (109) {86 4) {15 6) {38 2) {895 5)
8095 - 785 - 271 8151
- - - 26 - 26
651 (109) 79 (130) ER)] 222
30) - 59 18 (0 4) 43
877 - 69 - {2 8) (97 4)
(801 0 (11 6} {87 4) (16 5) (33 8) {950 0)
B46 5 - 795 - 263 952 3
- - - 28 - 28
45 5 (118 (79) (13 7) {72} 51
(44 4) 05 (10) 0 8) 28 {42 9)
(83) - 23 - 03 (57)
(736 4) (i19 {20 4) 202) 309 {889 8)
805 i - 790 - 251 909 2
- - - 26 - 28
687 (119 (i 4 (17 6) {58 220
o7 17 (12} a3 {i0) 05
797 - 10 - {0 2} 805
613 6) {100) {757} (179 21 3) {738 5)
657 4 - 641 - 148 7364
- - 20 - 20
438 (100} {11 8) (159 (6 4) @1)
08 04 08 09 (11 (4
260 - (11) - 04 253
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Post-employment benefits (continued)
Parent company

The parent company 1s the sponsonng employer of the group's UK defined benefit pension plan and the UK past-retirement medical
benefits plan There 15 no contractual agreement or stated policy for charging the net defined benefit cost for the plan to the indmdual
group entities The man assumptions used for these plans are disclosed in note i3a

The farr values and expected rates of return for defined benefit pension plan assets were

Equities
Bonds

Property

2008 2008 2007 2007
Expected rate Expected rata

of return Value of return Value

% £ muthon % € milon

800 3972 775 44086

575 3641 4 80 3496

675 482 625 563

691 8095 647 8465

The defined benefit pension plan does not invest drectly In Johnson Matthey Ple shares and no property or other assets owned by the
pentsion plan 1s used by the company The overall expected rate of return 1s determined by reference to market expectations for each

class of asset If 1s based upon the forecasts of actuanes and market professionals

Movements in the defined benefit obligation dunng the year were

At beginning of year

Current service cost - in operating profit
Current serice cost — capitalised

Past service cost — vested

Intarest cost

Employee contnbutions

Actuanal gain / (oss)

Curtaiment gains

Benefits paxd

Transfer of plan fom subsidiary

At end of year

Maovements in the fair value of the plan assets during the year were

At beginning of year

Expected return on plan assets
Actuanal loss

Employee coninbutions
Company contributicns
Benefits pard

Transfer of plan from subsichary

At end of year

The actual return on plan assets was a £33 1 million reduction (2007 £42 7 million increase}

2008 2008 2007 2007
Post- Post
retirement retirement
medical medical
Penslon benefits Pension benefts
£ mithgn £ million £ milion £ mition
(801 Q) (11 6) (703 3) (119
{24 2) 02 (23 9) 02
(0 1) - o1 -
o7 - ©3 -
(42 5) (0 6) (34 7) (08)
@) - 32 -
99 5 12 (26 &) 08
- - 09 -
287 03 24 4 03
- - (34 3) -
(744 4) {10 9) {801 0} {116)
2008 2008 2007 2007
Post- Post
retirerment retrement
medical megdical
Pension benefits Pension bengfits
£ milion £ milion  mllion £ milkon
B46 5 - 7739 -
546 - 492 -
877 - (6 5) -
41 - 32 -
207 03 199 03
{28 7} {03 (24 4) {03}
- - 312 -
8095 - B46 5 -
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13 Post-employment benefits [continued)
13b Parent company {continued)

The net post-employment benefits assets and kabilibes shown in the balance sheet are analysed as

Present value of funded obligations
Present value of unfunded obligations

Pefined benefit obligaton
Fair valus of plan assets

Net retirement benefits assets and labilities
Other long term employee benefits

Total long term employee benefits obligations

The cumulateve amount of actuanal gains / (losses) recognised In the statement of recognised ncome and expense were

At beginning of year
Recognised n year

At end of year

2008 2008 2007 2007
Post- Fost

retirement rslrement

medical meadical

Penslon benefits Pension beneits
€ million £ milhon £ mifien £ million
(744 4) - {801 Q) -

- {10 9) - {116)

(744 4) (109) (801 Q) (11 6)
809 5 - 8465 -

651 (109) 455 {11 6)

01) O 1

110 (11 7)

2008 2008 2007 2007
Past- Post

retirernent retirement

medical medical

Pension benefits Pension benefits
£ million £ milion £ milion £ mifion

21 3) (0 8) M7 (6
118 12 330} 08

{9 5) 04 (213} 08

it 1s estimated that the company will contnbute about £20 milion o the post-employment defined benefit plans dunng the year ending

31st March 2009

History of the plans and expenence adjustments are

Presant Experence Expenence
valua of Surplus / adjustiments adjustments
defined benefit Faur value of {deficrt) ansng on arising on
obligation plan assets in plan plan Eabiftes pan assets
£ miflon £ milion £ mdhon £ milion € mifkon
Year ended 31st March 2008
Pension (744 4) 8095 651 (30) 877
Post-retirement medical benefits (109) - {10 9) - -
Year ended 31st March 2007
Pension (801 0) 8485 455 (410 {65
Post-retirernent medical benefits (11 8) - (i1 6) Q5 -
Year ended 31st March 2006
Pension {703 3} 7739 706 08 752
Post-retrement medical benefits (119 - (11 9) 17 -
Year ended 315t March 2005
Pension {613 6) 657 4 438 08 260
Post-retirement medical benefits (100 - (100) 04 -
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14a

Property, plant and equipment
Group

Cost

At 1st Apnl 2006

Additions

Acquisitions

Reclassifications

Transferred to non-current assets classified as held for sate
Disposals

Disposal of businesses {note 40)

Exchange adjustments

At 31st March 2007
Additions

Acguisitions {note 39)
Reclassifications
Disposals

Exchange adjustments

At 31st March 2008

Accumulated depreciation and rmpairment

At 1st Aprii 2006

Charge for the year

Reclassifications

Impairment losses (note 24)

Transferred to non-current assets classified as held for sale
Disposals

Crsposal of businesses (note 40)

Exchange adjustments

At 31st March 2007
Charge for the year
Rectasstfications
Disposals

Exchange adjustments

At 31st March 2008

Carrying amount at 31st March 2008
Carrying amount at 31st March 2007

Carrying amount at 1st Apnl 2006

Assetls
Freehold land tong & short Plam & the coursa:]f
& bulldngs leasehold rmachinery construchon Total
£ mution £ mitlion £ milllon £ miion £ miion
2691 175 7821 552 11239
100 09 634 358 1101
a1 - 06 - 07
31 02 408 (43 9) -
- - 4 5) - (4 5)
(1 6} 1) (10 5) - (122
(27 4) (0 4} 64 9) 53 98 0)
{16 3) (0 8) {50 1) {38 (710
237 0 i73 7567 380 1,0490
130 02 750 451 1333
198 - 78 38 318
49 03) 268 (31 5) -
{18 - {17 5) - (83
64 20 122 16 222
2793 192 8611 571 1.2167
663 73 3862 - 462 8
Ty 08 601 - 686
07 - 07 - -
- - 09 - 09
- - {4 1) - @1
07 {03 ®8) - (7 6)
52 o {36 1) - 41 4)
{4 5) 03 {26 1) - {30 9)
629 76 3778 - 448 3
80 08 595 - 683
- 03) 03 - -
n1 - (15 6) - {16 7)
17 09 79 - 105
715 90 4299 - 5i04
207 8 102 431 2 571 7063
1741 g7 378¢ 380 BOO 7
2028 102 3929 552 661 1

The carrying amount of plant and machinery mcludes £2 7 milion (2007 £3 2 mullion) in respect of assets held under finance leases

Compensation recerved for imparred or lost property, plant and equipment was £ mil (2007 € nify
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i4b

80

Property, plant and equipment [continued)
Parent company

Cost

At 1st Apnl 2006
Additions

Acquisitions
Reclassiications
Disposals

Disposal of businesses

At 31st March 2007
Additions
Reclassifications
Disposals

At 31st March 2008

Accumulated deprecitation and impairment
At 1st Apnl 2006

Charge for the year

Reclassfications

Disposals

Disposal of businesses

At 31st March 2007
Charge for the year
Reclassiications
Disposals

At 31st March 2008

Carrying amount at 31st March 2008
Carrying amount at 31st March 2007

Carmpng amount at 1st Apnl 2006

Asseals In

Freehoid land Long & shor Plam & the course of
& bulidngs leasehold constucton Total
£ mdlion £ milicn £ mifion £ million £ milion
789 19 2018 50 3876
56 - 248 130 434
- - 03 - ¢3
13 - 147 {16 O} -
03 - @4 - (37
12 - 29 - 37
843 19 3257 120 4239
87 - 46 0 131 658
g2 {0 3) 109 {10 8) -
(11} - 74 - (8 5)
921 16 3752 123 481 2
240 18 128 2 - 1520
24 - 245 - 269
(4] - Q7 - -
©2 - (29} - B
02 - ©9) - nn
253 18 147 6 - 174 7
34 - 260 - 294
- 03) 03 - -
086 - (56) - 62
28 1 15 168 3 - 1979
640 01 2069 123 2833
580 01 1781 120 2492
549 (V] 1658 150 2356

The carrying amount of plant and machinery ncludes £2 7 millior (2007 £3 2 milon) in respect of assets held under finance leases
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Goodwill
Parent
Group COmparny
£ maion £ milion
Cost
At 1st Apnl 2006 403 i 2482
Additions, far value adjustments and adjustments to consideration {note 39) 43 13
Drisposals (note 40) 04 -
Exchange adjustments 7 8) -
At 31st March 2007 399 2 2485
Additions farr value adjustments and adjustments to consideration {note 39) 726 -
Exchange adjustments 110 -
At 31st March 2008 482 8 2495
Impairment
At 1st Apnl 2006, 31st March 2007 and 31st March 2008 - -
Carmying amount at 31st March 2008 482 8 2485
Carrying amount at 31st March 2007 3992 249 5
Carmying amount at 1st Apnl 2006 4031 248 2

Goodwill ansing on the acquistion of bustnesses 1s aflocated at acquistion, to the cash-generating unts (CGUs) that are expected to
benefit irom that business combination As a result of the change in dwisional structure (note 1) the cash-generating units have been
rearganised onto the same basis Goodwill is allocated as follows

Group Parant company
2008 2007 2008 2007
restated restated
£ miflion £ miliion £ million £ milion
Ermvironmental Technologles
Argillon Group 776 - - -
Process Technologies 2230 2169 1324 1324
Other Environmental Technologies 26 34 - -
Precious Metal Products 42 39 - -
Fine Chemicals & Catalysts
Macfarlan Smith (including the business of Unted Farmaceuticals Limited) 1171 1171 1171 1171
Catalysts and Chemicals 196 190 - -
Phamma Senvces / Ireland 174 176 - -
Research Chemicals 213 213 - -
482 8 3992 249 5 2495

The group and parent company test goodwill annually for impairment or more frequentty if there are indications that goodwill might be
wnpared The recoverable amounts of the CGUs are determined using value in use calculations which use cash flow projections based
on financial budgets and plans approved by management generally covenng a three year penod The budgets and plans are based on
a number of key assumptions including market share, expected changes to seling prices product profitability, the likethood and timing
of new product launches, foreign exchange rates, precious metal prices and other direct input costs Market share, changes in seling
onces, product profitabilty, precious metal prices and other direct nput costs are based on past expenence and management's
expectations of future changes in the markets using external sources of information where appropnate Foreign exchange rates are
based on actual rates at the time the budgets were prepared and are held constant over the three years New product launches are
based on management’s best astimate of what may happen Apart from as discussed below 1t & 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 industnes and countnes in which the CGUs operate
The cash flows are discounted at the group’s estimated pre-tax weighted average cost of capital of 11 3% (2007 11 2%) asthis s
considered to be a discount rate a typical third party purchaser would also use to value the significant CGUs

For Process Technologies the long term average growth rate 1s 8% (2007 5%), for Research Chemicals 5% {2007 5%), for Catalysts
and Chemicals 5% (2007 4%) for Macfarian Smith 5% (2007 5%} and for Argifon Group 10%

For Pharma Semvices / lreland, where its cash flows are expected to grow significantly due to new prostaglandin product launches
over the next few years, cash flow projections cover a four (2007 five) year penod and then a long term average growth rate of 5%
(2007 6%) 15 used to extrapolate these cash flows |f some of these product taunches do not happen as expected an iImpairment
loss may arise
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Other intangible assets

Group

Cost

At 1st Apnl 2006
Additions

Acquisitions

Disposals

Disposal of businesses
Exchange adjustments

At 31st March 2007
Additions

Acquisitions (note 39}
Disposals

Exchange adjustments

At 31st March 2008

Accumulated amortisation and impatrment

At 1st Apni 2006
Charge for the year
Disposals

Disposal of businesses
Exchange adjustments

At 31st March 2007
Charge for the year
Disposals

Exchange adjustments

At 31st March 2008

Carrying amount at 31st March 2008
Carrying amount at 31st March 2007

Carmying amount at 1st April 2006

Customer Paterts Acqured

oonracts and Computer trademarks research and Development
refatonships softwarg and bcences technology expenditure Total
£ million £ milion { miflon £ miffion £ méffion £ mison
69 311 26 - 2687 67 3
- 19 - - 78 97
04 - - - - 04
- {07 - - - a7
- {0 1) - - - o)
1 (1 4) - - 2 1} 3 6)
72 308 26 - 324 730
- 25 02 - g0 My
351 04 79 166 54 654
- ©8 06 - - {4
23 11 05 12 11 62
44 6 340 106 178 47 9 154 9
10 201 - - 49 260
30 31 63 - 25 89
- 08 - - - 06
- 01 - - - 1)
1 (10) - - 02 {13)
38 2i5 03 - 72 329
26 32 10 - 53 i21
- 8 0 e - - 14
02 07 - - 01 10
67 24 6 Q7 - 126 44 8
379 94 99 178 353 1103
33 93 23 - 252 401
59 110 26 - 218 413

The carrying amount of development expenditure includes £23 @ milkion (2007 £11 1 mulhon) which s not yet being amortised as the
assets are not yet avalable for use The acquired research and technology Is not yet being amortised as it 1s not yet available for use
These assats are tested for mpairment annually and no imparrment has been found
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17

Other intangible assets {continued)
Parent company

Cost

At 1st Apnl 2006
Additions
Disposals

At 31st March 2007
Additions

At 31st March 2008

Accumulated amortisation and impairment
At ist Apnl 2006

Charge for the year

Disposals

At 31st March 2007
Charge for the year

At 31st March 2008

Carmrying amount at 31st March 2008
Carrying amount at 31st March 2007

Carrying amount at 1st Apnl 2006

The carrying amount of development expenditure includes £1 4 millien (2007 £0 6 mdiion) which is not yet being amortised as the
assets are not yet avallable for use These assets are tested for mpaiment annually and na imparrment has bean found

Investments 1n subsidianes

At 1st Apnl 2006 (restated)

Additions

Cost of share-based payments granted to subsianes’ employees
Capital reduction of subsidiary

Impawrment loss

At 31st March 2007 (restated)
Additional shares 1ssued by subsichary

At 31st March 2008

The principal subsidianes are shown on pages 103

Computer Development

software expenddure Total
£ mflion £ mition £ mithor
127 37 164
09 03 12
o2 - 2
134 40 174
08 o8 17
143 48 191
82 21 103
14 04 18
©32 - ©2)
94 25 119
13 04 17
107 29 136
36 19 55
40 15 55
45 16 61

Cost of
inestments in Accumuiated Carrying
subsidianes mpaiment amaount
£ milion € milion £ mitbon
497 8 20 4958
02 - 02
33 - 33
@7 - 27
- {147 5) (147 5)
498 6 (149 5) 3491
394 - 394
5380 (149 5} 3885

In the year ended 31st March 2007, as a result of group restructunngs the parent company wrote down its investments in subsidianes
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18 Investment in associate

2008 2007
£ millvon £ million
At begnning of year 48 43
Group’s share of {loss) / profit of associate {for the year 11 (03]
Group's share of assocate's cash flow hedging movement 1) -
Dmdends paid ©04) {0 5)
Exchange adjustments 05 01
At end of year 37 48

The group s associata 1s AGR Matthey, which (s a partnership operating in Australia In which the group has a 20% nterest
Summansed financial information in respect of the group’s associate 1s

2008 2007
' £ million { milion
Total assets 430 47 8
Total habilibes (30 3) (30 8)
Net assets 127 170
Total revenue 227 237
Total (loss) / profit for the year {55) 47
19  Available-for-sale investments
2008 2007
€, million £ milion
Non-current
Unguoted investments 52 48
Non-current available-for-sale ihvestments ' 52 48
Cumrent
Investments quoted on the London Stock Exchange - 02
Current availlable-for-sale investments - 02
20 Inventonies
Grow Parent company
2008 2007 2008 2007
£ million £ milion £ million £ milon
Raw matenals and consumables 759 832 263 263
Work in progress - precious metals 704 852 - 84
- other 688 525 344 340
Finished goods and goods for resale 1653 1418 356 305
3804 3627 963 992
The group also holds customers’ matenals in the process of refining and fabncation and for other reasons
21 Construction contracts
Group
2008 2007
£ milion £ milion
Contract revenue recognised 457 481
Contracts in progress at the year end
Costs incurred plus recogrised prolits less recognised losses to date 454 457
Amount of advances receved 267 155
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23

24

Trade and other recervables

Current

Trade recevables

Amounts recenable from construction contract customers
Amounts recenvable from subsidiares

Amounts recenvable from subsidianes classified as held for sale
Prepayments and accrued income

Other recevables

Current trade and other receivables

Non-current

Amounts recenvable from subsidiaries
Prepayments and accrued income
Other recewvables

Non-current trade and cther receivables

Trade and other payables

Current

Trade payables

Amounts payable to construction contract customers
Amounts payable to subsidianes

Accruals and deferred income

Other payables

Current trade and other payables

Non-current

Amounts payable to subsidianies
Accruals and deferred income
QOther payables

Non-current trade and other payables

Assets and liabilities classified as held for sale

Insulators and alumina business’ assets (note 40}
Land at Merr, UK
Hong Kong refinery business® plant and machinery

Insulators and alumina business” iabilities {note 40)

Group Parent comparty
2008 2007 2008 2007
£ milion £ milon £ milhon £ miion
5689 469 5 2341 1850
88 103 - -
- - 1,159 5 8140
82 - - -
419 296 221 108
271 179 40 70
6§54 9 5273 1,4197 10168
- - 3777 297 4
03 a2 - -
01 o2 - -
04 04 3777 297 4
Group Parent compairy
2008 2007 2008 2007
£ million £ rmillion £ million £ milion
2240 2431 56 2 591
259 204 - -
- - 9790 B56 7
166 6 1204 713 447
651 321 380 132
481 6 4160 1,144 5 7737
- - 1265 837
19 - - -
11 12 - -
30 12 1265 837
Group Parent company
2008 2007 2008 2007
€ mulhon £ mimon £ milhon £ miion
375 - - -
71 - 71 -
- 04 - -
44 6 04 71 -
215 - - -

On 9th January 2008 the parent company agreed to sell some surplus land in Mer, UK subject to the purchaser being granted planning

PBITTUSSION

At the end of March 2007 a contract was signed to sell the Hong Kong refinery business and this was completed on 4th May 2007 At
31st March 2007 the plant and machinery had been wntten down to far value less costs to sell and transferred to non-current assets
classified as held for sale The impatment of £0 @ million was charged to other cost of sales n the year ended 31st March 2007
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25 Netdebt
Group Parent compary
2008 2007 2008 2007
€ million £ milion € milhon £ mdion
Non-current borrowings, finance leases and related swaps
Bank, other loans and related swaps
5 67% US Dollar Bonds 2016 813 754 B13 754
4 95% US Dollar Bonds 2015 107 0 g8 9 107 0 989
5 55% WS Dollar Bonds 2013 503 510 503 510
5 17% Stering Bonds 2013 400 400 400 400
4 935% US Dollar European Investment Bank (EIB) Lean 2011 503 510 503 510
4 25% US Dollar Bonds 2010 151 153 151 153
Interest rate swaps designated as far value hedges - 33 - 33
Cross currency interest rate swaps designated as cash flow hedges 68 77 68 77
Cther repayable after five years 254 255 251 255
Other repayable from four to five years 02 486 - -
Other repayable from three to four years 45 187 - 185
Other repayable from two to three years 1652 157 1649 154
Cther repayable from one to two years 541 03 539 -
Finance lsases repayable
After five years 17 20 17 20
From four to five years 03 02 03 02
From three to four years 03 03 03 03
From two to three years ' 03 03 03 03
From one to two years 03 03 03 03
Non-current borrowings, finance leases and related swaps 603 1 4105 597 6 405 1
Current borrowings and finance leases
Bank overdrafts 636 132 201 17 4
Other bank and other loans 581 140 343 24
Finance leases 03 03 02 03
Current borrowings and finance leases 1220 275 54 6 201
Total borrowings, finance leases and related swaps 7251 4380 6522 4252
Less interest rate swaps designated as far valug hedges 126 - 126 -
Less cash and deposits 1021 732 252 99
Net debt 6104 364 8 6144 4153

Of the 4 95% US Dollar Bonds 2015, US $35 0 million have been swapped into sterling at 5 15% and US $165 0 millicn have been
swapped into floating rate US dollars All the 4 25% US Doftar Bonds 2010 have been swapped nto sterling at 4 93% All the 5 67%
US Dollar Bonds 2016 have been swapped into floating rate US dollars The interest rate implicit n the finance leases 1s 5 9% and the
lease term ends in 2017 Apart from the bonds, EIB loan and finance leases shown separately above, all the loans overdrafts and bank
deposits are denominated 1n vanous cutrencies and bear interest at commercial floating rates

26  Other financial assets

Group Parent comparty

2008 2007 2008 2007

£ millign € mibon £ million £ milion

Forward foresgn exchange contracts and options designated as cash flow hedges 16 12 0g 13

Forward forexgn exchange contracts and currency swaps held for trading 26 1M 42 15
Foreign exchange swaps designated as hedges of a net nvestment in foreign

operations 13 04 - -

Embedded dervatves 06 a5 06 05

60 32 57 33
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28

28a

28b

Other financial liabilities

Group Parent company

2008 2007 2008 2007

£ million £ millen £ million £ mion

Forward foreign exchange contracts and options designated as cash flow hedges 133 - 131 02

Forward foregn exchange contracts and currency swaps held for trading 14 19 59 21
Foreign exchange swaps designated as hedges of a net investrent in forergn

operations 15 01 - -

192 20 190 23

Financial nsk management

The group’s and parent company's activities expose them to a vanety of financiat nsks including market nsk, credit nsk and quidity nisk
Market nsk includes ¢urrency nsk interest rate nsi and prnce nsk The mamn financial nsks managed by the group and parent company.
under policies approved by the board, are fore:gn currency nsk, interest rate nsk, iquidity risk and credit nsk The group and parent
company use dervatrve financial instruments, In particular forward currency contracts and currency swaps, to manage ther financial
rsks associated with therr underlying business actvities and the financing of those actvities Some derivative financial instruments used
to manage financial nsk are not designated as hedges and so are classified as 'held for trading’ The group and parent company do not
undertake any trading actmty In financial nstrurments

Interest rate risk

The group’s and parent company's interest rate nsk anses from therr fixed rate borrowings (farr vatue nsk} and floating rate borrowings
{cash flow nsk) Ther policy 1s to optimise interest cost and reduce volatility in reported earnings and equity They manage their nsk by
reviewing the profile of their debt regularly and by selectively using interest rate and cross currency swaps to maintain barrowings in
appropnate currencies and at competitive rates The group and parent compary have designated the US dollar fixed rate to US dollar
floating rate swaps as far value hedges as they hedge the changes in far value of bonds attnbutable to changes in interest rates The
group and parent company have designated the US dollar fixed interest rate to stering fixed interest rate cross currency swaps as cash
flow hedges as they hedge the movement in the cash flows of the hedged bonds attnbutable to changes in the US dollar / sterling
exchange rate The cash flows are expected to occur n 2010 and 2015 when the respective bonds which they hedge mature The
interest element of the cash flow hedges 15 realised in the Income statement each year and the exchange effect 1s expected to be
realised In the iIncome statemeant in 2010 and 2015 At 31st March 2008, 30% {2007 51%,; of the group's net debt and 30% (2007
45%) of the company’s net debt was at fixed rates with an average interest rate of 5 20% (2007 5 20%) The remaining debt 1s funded
on a fioating rate basis Based on the group's nat debt furded at floating rates after taking into account the effect of the swaps, a 1%
change in all interest rates would have a £4 3 milton (2007 £1 8 milion) mpact on the group’s profit before tax This 1s within the range
the board regards as acceptable

Liqurdity nsk '

The group’s and parent company s policy on funding capacty 1s to ensure that they always have sufficient long term funding and committed
bank faciities in place to meet foreseeable peak borrowing requirements At 31st March 2008, the group and parent company had
borrowings under committed bank facilities of £230 7 mulion (2007 £15 4 million) The group and parent company also have a number
of uncommitted facilties, including metal leases, and overdraft ines at thewr disposal

Group Parent company

2008 2007 2008 2007
£ million T mifion £ milion £ milhon

Undrawn commtted borrowing facilities
Expinng within one year 607 - 607 -
Expiring in more than one year but not maore than two years - 500 - 500
Expiring in more than two years 186 2446 186 2446
793 2946 793 2046

After the year end the group and parent company have agreed a further £100 millon long term loan facility from the EIB which 1s
provided to support the group's investment In research and development
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Financial risk management {continued)
Liquidity nsk {continued)

The maturtty analyses for financial labilities showing the remaining contractual undrscounted cash flows, including future interest

payments but excluding unamortised transaction costs, werg

Group as at 31st March 2008

Bank overdrafts

Bank and cther loans - pnncipal

Bank and other loans - interest payments

Interest rate swaps — payments

Interest rate swaps — receipts

Finance lease obligatons

Financal kabilities In trade and other payables

Foreign exchange forwards, options and swaps — payments
Foreign exchange forwards, options and swaps — receipts

Group as at 31st March 2007

Bank gverdrafts

Bank and othey ioans — pnncipal

Bank and other loans - interest payments

Interest rate swaps - payments

Interest rate swaps - receipts

Finance lease obligations

Financial labilities in trade and other payables

Foreign exchange forwards, options and swaps — payments
Foreign exchange forwards, options and swaps — recepts

Parent company as at 31st March 2008

Bank overdrafts

Bank and c¢ther loans — principal

Bank and other loans - Inierest payments

Interest rate swaps - payments

interest rate swaps — receipts

Finance tease obligations

Financial habtlities in trade and other payables

Foreign exchange forwards, options and swaps — payments
Foreign exchange forwards, options and swaps — receipts

Parent company as at 31st March 2007

Bank overdraits

Bank and other loans — pnncipal

Bank and other loans — interest payments

Interest rate swaps — payments

Interest rate swaps - receipis

Finance lease oblgations

Financial kabiites in frade and other payables

Foreign exchange forwards options and swaps — payments
Foreign exchange forwards, options and swaps — receipts

Johnson Martthey

Within 1 year 11to 2 years 2to 5 years Aftar 5 years Total
€ mullien £ milllon £ millien £ milton £ mitlion
636 - - - 636
2585 153 1139 2517 639 4
218 19¢g 504 n7 1238
a0 281 243 47 2 108 6
{99) {25 0} (27 8) {44 7} {107 4)

05 04 13 19 41
3150 - - - 3180
955 2 1124 - - 1,067 6
(948 3) (112 4) - - {1,060 7)
6654 387 1621 2878 1,154 0
Withe 1 year 110 2 years 2 ta 5 years Alter 5 years Total
£ milion £ mifion £ milion £ milion € rmdbon
132 - - - 132
294 03 8ag 2950 4146
211 203 560 481 1455
114 114 512 622 1362
{10 0) (10 0) (44 1) (54 7} {118 8)
05 05 13 22 45
2056 - - - 295 6
726 6 1680 - - 894 6
(735 0) (169 5) - - (904 5)
3528 210 1543 3528 B8O 9
Within 1 year 1 to 2 years 2to 5 years After 5 years Total
£ milfion £ million £ militon £ million € million
201 - - - 201
2347 151 108 8 25156 6101
218 199 504 37 1238
90 281 243 47 2 1086
99) {25 Q) (27 8) {44 7) (107 4)

04 04 13 19 40
1,076 § 33 100 148 2 1,238 ¢
1,109 6 1124 - - 1,222 0
{1,103 9) {112 4) - - (1,216 3)
1,358 3 418 1670 4358 2,0029
Within 1 year 1 to 2 years 210 5 years After 5 years Total
£ million £ milion £ million £ rmillion £ million
17 4 - - - 17 4
178 - B4 8 2050 3076
208 203 554 481 144 4
114 114 512 622 136 2
(10 0) {100} (44 1) 54 7) (118 8)
05 Q5 13 22 45
7330 40 i20 1137 8627
7508 1680 - - 9188
{758 8) (169 5) - - (928 3)
7829 245 160 6 4665 1,434 5
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Financial nsk management [continued)
Credit nisk

Within certain businesses, the group and parent company derve a significant proportion of therr revenug from sales to major customers
Sales to Indmdual customers are frequently figh if the value of precious metals 15 Included in the pnce The fadure of any such company
to honour its debts could matenally impact the group's and parent company’s results The group and parent company desve significant
benafit from trading with therr large customers and manage the ngk at many levels Each business and dwision has a credit committee
that regularly monitors ts exposure The Audit Commitiee receves a report every six months that details all significant credit imits,
amounts due and amounts overdue within the group and the relevant actions being taken At 31st March 2008 trade recevables for the
group amounted to 568 9 millon (2007 £469 5 mulion) (parent company £234 1 million {2007 £185 0 milion)) £382 5 million (2007
£286 7 millon) of these recevables at group level (£161 5 milion {2007 £124 2 mallion) at parent company level) arase in Emission Control
Technologies (ECT) which 1s part of Environmental Technologies Dmsion and mainly supplies the automotive industry including car and
truck manufacturers and component supphers Although ECT has a wide spread of the avallable customers the concentrated nature of
this Industry means that amounts owed by indwdual customers can be Jarge Other parts of the group tend to sell to a larger number of
customers and amounts owed tend to be lower As at 31st March 2008 (and at 31st March 2007} for the group as a whole, no single
outstanding balance exceeded 2% of the company’s market capitalisation No assets have been taken possession of as collateral

The credit profiles of the group’s and parent company’s customers are obtained from credtt rating agencies and closely monitored The
scope of these reviews ncludes amounts overdue and credt imits Generally, payments in the automotive industry and in the other
markets in which the group operates are made promptly

Trade recewables are considered impaired when the amount 1s N dispute customers are In financial difficutty or for other reasons which
impty there 15 doubt over the recoverability of the debt Trade recenvables can be analysed as

Group Parent company
2008 2007 2008 2007
£ milllon £ milbon £ million £ milipn
Amounts neither past dug nor impared 494 7 4033 2108 1647
Amounts past due but not impaired
less than 30 days 530 514 160 147
30 - 80 days 133 111 54 41
rmore than 90 days 84 45 20 15
Total past due but not mpared 747 670 234 203
Amounts impaired ! 57 32 12 08
Specific allowances for bad and doubtful debis &5 {29 1) {0 6)
Carrying amount of impaired recenables 02 03 o1 03
General allowances for bad and doubtiul debts [(Urg!} o 02 {0 3)
Trade recevables net of allowances 568 9 469 5 2341 1850
Movements in the allowance for mpairments were
Group Parent company
2008 2007 2008 2007
£ rmillion £ milion £ million £ mihon
At 1st Apnl 2007 40 64 09 12
Charge for year 23 3 04 01
Utihsed 02} 05 - 03
Disposal of businesses - {19 - ©1)
Exchange adjusiments 01 03) - -
At 31st March 2008 62 a0 13 09

Financial assets included in sundry recevables are afl current and not imparred

The credtt nsk on ¢ash and deposits and dervative financial instruments 1s hmited because the counterparties with sigruficant balances
are banks with rugh credit ratings {not less than AA} As at 31st March 2008, the maximum exposure with a single bank for deposits
was £36 3 milion (2007 £11 3 mulion} for the group and £13 O milkon: (2007 £7 0 mifhon) for the parent company, whilst the largest
mark to market exposure for forward foreign exchange contracts to a single bank was £1 8 milion (2007 £0 & milton) for the group and
parent company The amounts on depost at the year end represent the group’s and parent company's maxmum exposure to credit nsk
on cash and deposits

The group guarantees its share of the borrowings and precious metal leases of its associates and s exposure at 31st March 2008 was
£1 1 mifion {2007 £0 8 milion} At 31st March 2008 the group and parent company guaranteed £ nil (2007 £3 3 milion) of the borrowings
of subsidianes of Endeka Ceramics, former subsidranes of the group {note 40} The parent company also guarantees some of its
subsidianes’ borrowings, partly through interest netting arrangements, and precious metal leases and its exposure at 31st March 2008
was £62 1 million {2007 £16 1 milhon)
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28

Financial nsk management (continued)

28d Fair value of financial instruments

28e

g0

The {farr value of financial Instruments 1s approximately equal to book value except for

2008 2007
Carrying Fair Carmyng Far
amount value amount vaue
Group £ milhon £ million £ milhlon £ million
US Dollar Bonds 2010, 2013, 2015 and 20i6 {253 7) (244 2) {240 6) {242 8)
US Dotblar EIB Loan 2011 (50 3) (51 7} B10) (50 9)
Steriing Bonds 2013 {40 0) (38 8} oo {38 5)
2008 2007
Cartying Fair Carryng Fair
amount value amount value
Parent company £ mulikon £ million £ million £ milllon
Amounts recewvable from subsidianes 1,537 2 1,544 3 1,111 4 1,1097
US Dollar Bonds 2010, 2013, 2015 and 2016 (253 7) {244 2) {240 6) {242 8)
US Dollar EIB Loan 2011 (50 3) (51 7) (51 Q) (50 9)
Sterling Bonds 2013 (40 0) {38 6) {40 ) 38 5)

The farr values are calcutated by discounting {uture cash flows to net present values using appropnate market interest rates prevaling
at the year end It 1s not possible to determine reliably the far value of the group’s unguoted avatable-for-sale investments which have a
book value of £5 2 milion {2007 £4 8 milion) as there 1s no active market These are investments in a company that 1s in the start up
phase and n an nvestment vehicle that invests in start up cornpanes and so there 1s a wide range of possible values Given ther size it
would be overly onerous to provide additional detal

Foretgn currency risk

The groun operates globally with the majonty of its profits earned outside the UK In order to protect the group’s sterling balance sheet
and reduce cash flow nsk the group has financed most of its Investment in the USA, Europe, Japan and China by borrowing US dollars,
euros, yen and renminbi respectively Although an element of this funding ts obtained by directly borrowing the relevant currency, a large
part 18 achieved through currency swaps which can be more efficient and reduce costs and credit exposure The group has designated
the currency swaps and one loan (fair value £18 1 million (2007 £15 4 miion)) as hedges of net investments 1n forawgn operatons as
they hedge the changes in values of the subsidianes' net assets against movements in exchange rates

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

Group Groug Parent company Parent compary
Borrowings Bomowings Cash Cash Borrowings Borowings Cash

2008 2007 2008 2007 2008 2007 2008 2007

€ million £ muliion £ mulion £ milion £ miltion £ mufion £ milllon £ mBon

Sterling 1307 1053 1775 1927 126 8 102 1 1733 186 4
Us dollar 166 7 1705 139 121 1575 164 6 56 11
Euro 4216 2322 - - 446 9 2502 - -
Japanase yen 58 3 579 - - 618 603 - -
South Afncan rand 485 248 - - 55 154 - -
Hong Kong dollar - - 262 17 4 - 24 118 -
Canadian dollar - 10 73 - - 20 71 -
Chinese renminbi 160 72 21 41 60 55 - -
Swiss franc - - 73 59 - - 09 22
Indhan rupee 59 - 18 06 - - - -
Swedish krone 66 02 - - 68 05 - -
Other currencies 54 64 132 79 26 24 08 04
8597 6055 2493 2407 8139 605 4 1995 1901

The group and parent company use forward exchange contracts, and occasionally currency options to hedge foreign exchange exposures
ansing on forecast receipts and payments i foreign currencies These are designated and accounted for as cash flow hedges The majponty
of the cash flows are expected 1o ootur and the hedge effect realtsed i the income statement in the year ending 315t March 2009

The main impact of movements in exchange rates on the group’s results anses on translation of overseas subsidianes' profits into
stering The group’s largest exposure s 1o the US dollar and a 5% (10 0 cent (2007 9 5 cent)) movement in the average exchange rate
for the US dollar against stering would have had a £3 6 milkon (2007 £3 7 millon) impact on operating profit The group 1s also
exposed to the euro and a 5% (7 1 cent (2007 7 4 cent)) movement in the average exchange rate for the euro against stering would
have had a £1 7 milfion {2007 £1 5 milkon) smpact on operating profit This exposure s part of the group's economic nsk of operating
globally which 1s essential to remain competitive In the markets in which the group operates

Johrson Matthey
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28e

28f

29
29a

Financial nsk management [continued)
Foreign currency nisk [continued)

For financial nstruments the main exposures are to the US dollar and euro and are due to loans, swaps and cash flow hedges on forecast
receipts and payments A 5% (9 9 cent {2007 9 8 cent)) movement in the closing exchange rate for the US dollar aganst stering would
have had a £1 9 miion {2007 £2 4 milion) impact on operating profit and an £11 4 milhon {2007 £8 8 millon} iImpact on equity for these
instruments A 5% (6 3 cent {2007 7 4 cent)) movement in the closing exchange rate for the euro aganst stering would have had a

£2 4 million {2007 £3 4 milion) impact on operating profit and a £28 0 milion (2007 £14 1 million) mpact on equrty for these instruments
However, the impact in operating profit relates pnmarily to the cash flow hedging instruments hedging the forecast rece:pts and
payments whose cash flows have occurred in the year and so would be offset by sumilar movements in the hedged tems Similarly, the
impact on equity relates pnmarily to foreign exchange positions used to hedge the subsidianes’ net assets and so would be offset by
an eqgual and opposita movement in the value of the relevant subsiianes’ net assets The remaiming impact on equity of £3 7 million
{2007 £1 & miflion) for the US dollar and £6 7 million (2007 £2 4 milion) for the euro relates to cash flow hedging instruments hedging
the forecast receipts and payments whose cash flows have yet to occur

Caprtal management

The group’s policy for managing captal 1s to maintain a strong balance shest to ensure that the group always has sufficient resources
to be able to invest In future growth The group has a long term target range for geanng (net debt / equity) of 50% to 60% although In
any given year geanng may #all outside this range depending on future plans See the section on capttal structure i the financial review
on page 13 for more inforrmation

Group Parent comparny
2008 2007 2008 2007
restated
£ rnitlion £ milion £ million £ rrelion
Net debt 6104 3648 614 4 4153
Equrty 1,160 3 10781 9509 101686
Capital employed 1,770 7 1.442 9 1,5653 1,431 8
Geanng 526% 33 8% 64 6% 40 9%
Provisions and contingent liabilities
Group
Warranty &
Restructuring technology Other
provisions provisions ProOVISIONS Total
£ million £ milion £ milion £ milficn
At 1st Apnl 2007 22 73 69 164
Charge for year 03 40 07 50
Utiksea {16} (32) (22) (7 0)
Released . - 06) 03 09
Acquisitions - 35 11 46
Unwinding of discount - - 01 01
Exchange adjustments - 02 - 02
At 31st March 2008 09 12 63 184
2008 2007
€ milion £ miflion
Current 51 77
Non-current 133 87
Total provisions 184 164

The restructunng prowsions relate to all dvisions and are expected to be fully spent in 2009

The warranty and technology provisions represent management's best estimate of the group’s liability under warranties granted and
remedial work required under technology hcences, based on past expenence in Environmental Technologres Dvision Warranties
generally cover a period up to three years

The other provisions include environmental, legal and relocation provisions Amounts provided reflect management’s best estimate of
the expenditure required to settle the obligations at the balance sheet date 1t 1s possible that these and further contingent
emaronmental and legal labilities may give nse to expenditure above that prowded Further detals of environmental and legal provisions
and contingent kabilities are not provided to avord the potential of senously prejudicing the group’s stance In law

Detatls of guarantees gven by the group are disclosed in note 28¢
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30
30a

92

Provisions and contingent liabilities (continued)
Parent company

Restructunng Warranty GCther
provisions Prowvisions prowvisions Total
£ mifion £ mithon £ rrflion £ milhon
At 1st Apnl 2007 18 08 58 B4
Charge for year 02 02 155 i59
Utihsed (t 2) - 02 {14)
Released - - 2 02)
At 31st March 2008 08 10 209 227
2008 2007
£ miitioh £ millon
Current 150 286
Non-current 77 58
Total pravisions 227 84

The restructuring provisions relate to Precious Metal Products Division and Fine Chemicals & Catalysts Division and are expected to be
fully spent In 2009

The warranty provisions represent management's best estimate of the parent company's ability under warrantes granted based on
past expenence in Environmenta! Technolegies Division:

The other provisions include relocation prowisions and provisions to buy metal to cover positions created by the parent company selling
metal belonging to subsidianes Amounts provided reflect management's best estmate of the expenditure reguired to settle the
obligations at the balance sheet date

Details of guarantees given by the parent company are disclosed in note 28¢

Deferred taxation

Group
Translation
differences
Property Post on foraign
plant & employment currency
equipment benefits loans Inventones Other Total
£ million £ millicn £ mihion £ millior £ mihon £ mithon
At 1st Apnl 2006 702 33 8o (31 4) 112 453
{Credit) / charge to income 69 88 22 33) 81 45
Tax on #tems taken directly to or transterred
from equity - @ 5) G7 - B (18 3)
Disposals (31 - - 04 - 27
Exchange adjustments 03 - 01 ©8 - 12
At 31st March 2007 58 9 26 (16 Q) (35 1) 162 276
Charge / (credit) to income 53 G4 17 (24 4) 33 (20 3)
Tax on items taken directly to or transferred
from equity - 43 80} - ©1) (38)
Acquisitions 18 01 - {186) 217 220
Exchange adjustments 01 02) 05 02 14 16
At 31st March 2008 671 72 {21 8) (61 3} 359 271
2008 2007
£ millign £ milhon
Deferred tax assets 223 89
Deferred tax habilities 494 365
271 276

Deductible temporary differences. unused tax losses and unused tax credts not recognised on the balance sheet are £64 9 milion
{2007 £33 8 milion)

Deferred tax tiabilities have not been recogrised on temporary differences of £496 0 million (2007 £41C 4 milion) associated with
investments in subsidianes and assocrates, other than in the case of the group’s captve insurance company where cumnulative deferred
tax of £1 6 million (2007 £1 2 millon) has been prowvided ¢n an accrued dvidend

Johnson Matthey
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30 Deferred taxation [continued)
30b Parent company

Translaton
ddferences
Property, Post on 1orengn
ptant & employment currency
equpment benefits loans Inventones Cther Total
£ mfon £ milion € million £ milion £ million £ millon
At 1st Apnl 2006 366 212 (16) {26 8) 38 256
(Credit} / charge to Income 59 24 20 (5 3) a4 (14
Tax on tems taken directly to or transferred
from equity - 99) 29 - (31) {10 1)
At 31st March 2007 307 137 07 32 1) 25 141
Charge / {credit) to income 10 09 {10 1} (23 4) o1 (317}
Tax on tems taken directly to or transferred
from equity - 35 - - {09) 28
At 31st March 2008 N7 181 (10 8) (55 5) 15 {150}

Deductible temporary differences, unused tax losses and unused tax credits not recognised on the balance sheet are £4 € million
(2007 £3 6 million)

31 Share capnal
Authonsed Issued and fully paid

Number £ rmillon Number £ mitlion
Ordinary shares of £1 each
At 1st Apnl 2006 291,550,000 2016 220,228,310 2202
Share options exercised - - 248973 03
At 31st March 2007 291,550,000 201 6 220,477,283 2205
Share options exercised - - 196 330 02
At 31st March 2008 291,550,000 2916 220,673,613 2207

Details of outstanding share options and allocations under the company’s long term (ncentive plan which have yet to mature are
disclosed in notg 12

At the last annual general meeting on 24th July 2007 shareholders approved a resolution for the company to make purchases of its
own shares up to a maximum number of 21 707,361 shares The resclution remamns valid until the conclusicn of this year's annual
general meeting The company will purchase its own shares when the board believes it to be in the best interests of the shareholders
generally and will result In an increase n earnings per share

The group’s employee share ownership trusts (ESOTS) also buy shares on the open market and held them in trust for employees
participating In the group's executve share option schemes and long term incentive plan At 31st March 2008 the group’s ESOTS held
4,265 151 shares (2007 6,121,013 shares) which had not yet vested uncondtionally in employees Computershare Trustees (CI)
Limited, as trustee for the ESOTs, has wanved its dmdend entitiement At 31st March 2008 the parent company's ESOT held 4,241,462
shares (2007 6,056,432 shares) which had not yet vested unconditionally in employees
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32

Dther reserves

32a Group

32b

94

At 1st Apnl 2006
Cash flow hedges
Gains taken to equity
Transferred 10 mcome statement
Far value gans on net mvestment hedges
Farr value gains on net investment hedges transferred to
profit on sale of discontinued operations
Currency translation differences on foreign currency net
nvestments and related loans

Currency translation differences transferred to profit on sale

of discontinued ¢perations
Tax on tems taken directly to or transferred from equity

At 3ist March 2007

Cash flow hedges
Losses taken to equity
Transferred to income statement

Farr value of avalable-for-sale assets transferred to profit an sale

Farr value losses on net investment hedges

Currency translation differences on foreign currency net
investments and related loans

Tax on iterms taken directly to or transferred frcm equity

At 31st March 2008

Parent company

At 1st Apnil 2006
Cash flow hedges
Gains taken to egquity
Transferred to income statement
Currency translation differences on foreign cperations
Tax on tems taken directly to or transferred from equity

At 31st March 2007
Cash flow hedges
Losses taken to equity
Transferred to income statement
Currency translation diferences on forexgn operations
Tax on tems taken drrectly to or transferred from equity

At 31st March 2008

johrson Matthey

Captal Foregn Avalable- Towl
redemption CUmency for sale Hedging other
resernve transiabon reserve resene reserveg
£ miflion £ milion £ milion £ rnilbon £ milBon
65 242 01 23) 285

- - -~ 31 31

- - - 12 12

_ 233 - - 233

- 20 - - 20
- 67 3) - - (67 3)
- (38) - - <38

- 53 - 12) 41
65 {20 3) 01 08 (129
- - - (12 2) (12 2
- - - o1 (4}
- - Q1) - 1)
- (37 5 - - (37 &)

- 307 - - 307

- 84 - 31 115
65 87 - (8 4) (20 6)
Gapnal Forexgn Total

redempton curency Hedgng other

reserve trangiabion resarve reserves

£ mulkon £ milion £ million £ milbon

65 {0 4) ) 42

- - 27 27

- - 14 14

- 14 - 14
- - (13 {13}

65 10 09 84
- - {119 {119

- - 01 g1

- 01 - 01

- - 29 29
65 11 {80) {0 4)
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33
33a

Changes in equity — attnbutable to equity holders of the parent company

Group

At 1st Apni 2006

Profit for the year

Actuanal loss on post-employment benefits assets
and habilities

Dvidends paid

New share caprtal subscnbed

Purchase of treasury shares

Share-based payrments

Cost of shares transferred to employees

Cash flow hedges

Gains taken to aquity
Transferred to income statement

Far value gains on net investment hedges

Far value gains on net investment hedges transferred
to profit on sale of discontinued operations

Currency translation differences on foreign currency
net investments and related loans

Currency translation differences transferred to profit
on sale of discontinued operations

Tax on tems taken directly to or transferred
from equity

At 31st March 2007
Profit for the year
Actuanal gain on post-employment benefits assets
and habilities
Dwrdends paid
New share capital subscnbed
Purchase of shares for ESOTs
Purchase of {reasury shares
Share-based payments
Cost of shares transferred to employees
Cash flow hedges
Losses taken to equity
Transferred to Income statement
Farr value of avallable-for-sale assets transferred to
profit on sale
Fair value losses on net investment hedges
Currency translation differences on foreign currency
net nvestments and related loans
Tax on tems taken directly to or transferred
from equity

At 31st March 2008

Equity

attnbuiable

to equrly

Share Shares holaers of

Share premaum held in Cther Retaned parent
capitat account ESOTs ressrves earmngs comparny
£ muion £ milion £ milion £ miflion £ milhon £ mifion
2202 144 4 830 285 7080 10381
- - - - 206 5 206 5

- - - - (32 3 323)

— - - - (66 O} (66 Q)

03 19 - - - 22

- - - - 52 8) (52 6)

- - - - 118 118
- - 11 - 58 {4 5}

- - - 31 - 31

- - - 12 - 12

- - - 233 - 233

- - - 20) - 20)

- - - {67 3) - 67 3)

- - - {3 8) - (38)

- - - 41 139 180
2205 146 3 (619 (12 9} 7837 10787
- - - - 186 2 1862

- - - - 162 162

- - - - 723} 723

g2 20 - - - 22

- - 45 9) - - {459)

- - - - (39 1) {39 1)

- - - - a8 98

- - 392 - 65 327

- - - (122 - (122

- - - on - ©%
- - - o - 01
- - - 37 5 - (37 5)

- - - 307 - 307

- - - 115 11 126
2207 148 3 (68 6) (20 6) 8791 1,158 9

Dunng the year the company purchased 2,397,877 shares at a cost of £39 1 millon These shares are being held as treasury shares
bringing the total number of treasury shares to 5,897,877 at a total cost of £81 7 millon
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Changes in equity ~ attributable to equity holders of the parent company fcontinued)

33b Parent company

34

96

At 31st March 2008
Changes in accounting policy

At 1st April 2006 (restated)
Loss for the year
Actuanal loss on post-employment benefits assets
and habilties
Dmdends paid
MNew share caprtal subscnbed
Furchase of treasury shares
Share-based payments
Cost of shares transferred to employees
Cash flow hedges
Gans taken to equity
Transferred to Income statement
Currency transtation diferences on foraign operations
Tax on items taken directly to or transterred
from equity

At 3ist March 2007 (restated)
Profit for the year
Actuanal gain on post-employment benefits assets
and lrabtlities
Dmvdends pad
New share capital subscnbed
Purchase of shares for ESOTs
Purchase of treasury shares
Share-based payments
Cost of shares transferred to employees
Cash flow hedges
Losses taken to equity
Transferred to Income statement
Currency translation differences on foreign operations
Tax on items taken directly to or transferred
from equity

At 31st March 2008

Minonty interests

At 1st Apnl 2006

Share of loss for the year

Dmdends

Disposal {note 40)

Ansing on formation of subsichary
Share capital reduction of subsidiary

At 31st March 2007
Share of loss for the year
Dmdends

Acqussition (note 39)

At 31st March 2008

In Juty 2006 the group fermed a new subsidiary and entered into a joint venture with Dialog Systems Sdn Bhd Dialog contnbuted plant

Equity

attnbutablg

to equry

Sharg Shares holders. of

Share premium held in Other Retaned parent
capital account ESOTs resenves earnings company
£ mibon £ rmillion £ million £ million £ rmuion £ million
2202 144 4 82 6) 42 904 9 1,211
- - - - 33 33
2202 144 4 (62 6) 42 908 2 12144
- - - {751) 751
- - - - 32 2 {32 2}

- - - - (66 0) (86 0)

03 19 - - - 22

- - - - (52 6) (52 8)

- - - - 18 i18

- - 11 - 58 {45

- - - 27 - 27

- - - 14 - 14

- - - 14 - i4

- - - (13) 143 130
2205 146 3 {61 5) 84 7028 1,016 5
- - - - 44 9 44 9

- - - - 130 130

- - - - 72 3) {72 3)

02 20 - - - 22

- - (46 1} - - (46 1)

- - - - (39 1) 39 1)

- - - - 98 98

- - 392 - (7 1) 321

- - - {11 9) - {119

- - - 01 - 01

- - - 01 - 01

- - - 29 {13) 16
2207 1483 {68 4) 04 6507 950 9
£ mllion

64

{10)

03

27

03

03

24

08

04

02

14

and machinery of £0 1 millon and cash of £0 2 millon i return for a minonty interest of £0 3 mitkon
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3s
3%a

35b

35c

35d

35

36

Gross cash flows
Purchases of non-current assets and investments

Purchases ot property, plant and equipment
Purchases of intangble assets

Purchase of additional shares 1ssued by subsidiary
Purchases of avalable-for-sale investments

Purchases of businesses and minority interests

Purchase of businesses
Cash acquired with businesses

Net proceeds from sale of businesses and minority interests

Disposal of Ceramrcs {note 40)

Cash and cash equivalents disposed of with Ceramics {note 40}

Cash receved on capital reduction of subsichiary

Cash recerved from minonty interest on formation of subsidiary (note 34)

Net purchase of own shares

Issue of ordinary share capital
Purchase of own shares

Proceeds from / [repayment of ] barrowings and finance leases

Increase / ([decrease} in borrowings faling due within one year
Increase / {decrease) In bormowings faling due after more than one year
Capital element of finance lease rental payments

Cash and cash equivalents

Cash and deposits
Bank overdrafts

Cash and cash equivalents

Group Parent company
2008 2007 2008 2007
£ million £ million £ million £ mifion
1326 1151 647 427
118 a7 17 12
- - 394 -
07 o2 - -
1451 1250 1058 439
Group Parent comparry
2008 2007 2007
£ mition £ millon £ million £ mifion
1607 86 - 51
{26) - - _
1581 86 - 51
Group Parent company
2008 2007 2008
€ millien £ mibon £ million £ milhon
{18) 1413 {12 14
- (i4 4) - -
- - - 27
- o2 - -
{18} 1271 {12 41
Group Parent company
2008 2007 2008 2007
£ milkon £ millon £ million £ millon
22 22 22 22
(46 8) 526) (47 6) {52 6)
(44 6) {50 4) {45 4) (50 4)
Grouo Pargnt company
2008 2007 2008 2007
£ milen £ mdlion € million £ miBon
330 {51 6) 319 {66 2)
1752 {199 1801 806
02 03 03) 02
2080 (71 8) 2117 142
Group Parent company
2008 2007 2008 2007
£ mithon £ milon £ miltlon £ milon
1021 732 252 99
(63 6) (132) {201) (17 4}
385 600 51 (7 5)
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37

38

39

8

Precrous metal operating leases

The group leases precious metals from banks for specified penods {typically a few months) and for which the group pays a fee These
arrangements are classified as operating leases The group holds sufficient precious metal Inventones to meet all the obkgations under
these lease arrangements as they fall due At 31st March 2008 precious metal leases were £86 1 milton (2007 £93 2 million)

Commitments

Goup Parent company

2008 2007 2008 2007
£ million £ mylion £ million £ million
Future caprtal expenditure contracted but not provided 173 92 79 53

Future minimum amounts payable under non-cancellable operating leases
Within one year a6 87 20 19
From one to five years 125 142 35 42
After five years 162 115 62 67
383 34 4 "7z 128

Future minimum amounts payable under finance leases

Within one year 05 05 04 08
From one to five years 17 18 17 18
After fiva years 19 22 19 22
11 45 40 45
Less future finance charges 09) {11) {0 9} (11
Present value of finance lease obkgations 32 34 31 34

Acquisitions

if all acquisitions had been completed on 1st April 2007 the revenue for the group would have been £7,561 4 mill:on and its profit for
the year for continuing operations £194 0 milion

Argillon Group

On 6th February 2008 the group acquired 100% of the 1ssued share caprtal of Argillon Group (Argilor) Argillon specialises In catalysts
and advanced ceramic matenals and sells a range of products into a number of different industnes

The goodwill ansing s atinbutable to the synergistic opportunity to take the existing Argillon technology tegether with Johnson
Matthey's capital resources, technological expertise and commercial teams in businesses across the world to develop new products to
service new markets There will also be synergies in combining the group and Argillon's complementary catalyst operations The
acquisition of Argllion adds valuable technology to Johnson Matthey's existing emission control capabilities for controling oxides of
nitrogen {NOx) As well as products {or the heavy duty diesel (HDD) truck market, Argillon manufactures catalysts for power plants,
industnal applications and waste incineration plants These products have application in coal fired power stations to reduce harmiul
NOx emissions This could become a major market in a few years' time as coal 15 Increasingly used to produce slectneity and people
around the world become more concemned about ar quality The acqusition of Argillon also adds to Emission Control Technologies’
existing business selling NOx control systems for large stationary engines and in manne applications Johnson Matthey estimates that
the HDD catalyst markst for mobrle applications will grow from approximately US $700 mulion of sales excluding precious metals in
2008 to US $3 billion by the end of 2014 driven by legislation requinng much reduced levels of emissions which s due to come into
force over the next six years Argilfon's products can be used to meet some of these legislative standards but they are more likely to be
used in combination with other technology which has been developed by Johnson Matthay By comturung Argidlon’s and Johnson
Matthey's technology, testing facilities and global sales capabilty sales of Argillon's products are lkely to be sigruficantly higher than
Argillon could achweve on its own In addiion, in the next decade the board believes there will be significant opportunities for new
products for NOx control to meet standards yet to be promulgated given global concerns about ar quality and global warming The
combination of Argillon’s and Johnson Matthey’s technology and research and development capabilities should prowide significantly
better opportunities for developing successful products for these markets than the sum of the two businesses on a stand alone basis

Johnsen Marthey
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39 Acquisitions [continued)

Argillon Group [continued)
The net assets acquired were

Carrying
amounis
under IFRS
wmmediately Falr value
prior to Fair value at time of
acquisition ad) 1ts isition
£ million £ million £ mlllion
Property, plant and equipment 215 99 314
Intangible assets — capitalised software 04 - 04
Intangible assets — patents and trademarks 16 63 79
Intangible assets - customer contracts and refatonships - 350 350
ntangible assets - research and technology - 166 166
Intangible assets — capitalised development 04 50 54
Assets classified as held for sale (note 40) 396 (0 6) 390
Liabilties classified as held for sals (note 40) {16 0) (81} 2471
Inventories 115 - 115
Trade and other receivables 224 77 301
Cash and cash equivalents 23 - 23
Current other borrowings {36) - {36)
Trade and other payables (26 0) - {26 0)
Current income tax habilities {48) - (4 8)
Deferred income tax liabidites 11 (20 9) {220)
Employee benefits obligations (51) - 5N
Provisions {28) {18) (46)
Total net assets acquired 403 491 894
Goodwill on acquisition 725
1619
Satisfied by
£ million
Purchase consideration — cash 1594
Costs incurred - cash 09
Costs incurred - accrued 16
1619
Net cash outflow ansing on acquisition was
£ million
Cash consideration and costs 1603
Less cash and cash equivalents acquired 23
Net cash outflow 1580
Borrowings acguired 36
Increase in net debt 1616

From 6th February 2008 Argilon’s results {excluding the held for sale business (note 40) are ncluded n Environmental Technologes

and were

€ miffion
Operating profit before amortisation of intangible assets recognised on acquisition by Johrison Matthey 29
Amertisation of intangible assets recogrised on acqusition by Johnson Matthey {1 8)
Profit before tax 11
Income tax expense {0 4)
Net profit 07
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40

100

Acquisitions [continued)
Qingdao Johnson Matthey Hero Catalyst Company Limited

in September 2007 the group acquired 48% of Qingdac Johnson Matthey Hero Catalyst Company Uimited (Hero) a Chinese catalyst
company for £0 2 milion and incurred costs of £0 2 milion The group controls Hero and so it Is accounted for as a subsidiary The far
value of the assets acguired were £0 1 milllon for a customer contract, ©0 1 milhon for plant and equipment and £0 3 million for cash
The minonty interest was £0 2 million, gving goodwill of £0 1 millon Since acquisition it has contnbuted £0 1 million to the group’s
profit for the year and its results are included n Environmental Technologies .

United Farmaceuticals Limited acquired in the year ended 31st March 2007

On 13th Apnl 2006 the group purchased most of the business of United Farmaceuticals bimited for £1 9 milkon plus costs of £0 1 milion
The farr value of the assets acquired were plant and machinery of £0 3 milion and inventones of £0 6 million gving goodwall of £1 1 million
The goodwill ansing s attributable to future synergies ansing from the combination It has been fully integrated with Macfarlan Smith
and s0 its post acquisition results are not dentfiable and are included in Fine Chemicals & Catatysts

Process dtagnostics business acquired tn the year ended 31st March 2607

On 21st April 2006 the group purchased the process diagnostics business of Quest TruTec for £3 8 millkon plus costs of £0 1 milion
The farr value of the assets acquired were customer contracts and relationships of £0 4 milion, property, plant and equipment of

£0 3 milkon gving goodwill of £3 2 millon The goodwill ansing ts atinbutable to future synergies ansing from the combinaton it has
been fully integrated with the group's existing processing services business and so its post acquistion results are not identfiable and
are included in Environmental Technologles

Discontinued operations
The resuits of the discontinued operations included in the consolidated income statement were

2008 2007
£ million £ milion
Ceramics Drvision
Sales of goods to external customers - 160 1
Inter-segment sales - 34
Expenses - {147 8)
Operating profit - 159
Finance costs - (05
Finance income - 09
Profit before tax - 63
Income tax expense - 57
Prefit on disposal - 333
Profit for the year {rom Ceramics Dvision - 439
Addional environmental warranty cbligations retaned on sale of Pigments & Dispersions - 02
Profit of the insulators and alumina business 03 -
Profit for the year from discontinued operations 03 437

Insulators and alumina business

As part of the acqussthon of Argillon the group acquired an insulators and alumina business which it 1s actrvely marketing and expects
to sell dunng 2008 [t has been classified as held for sale

Jehnson Macthey
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Discontinued operations (continued)

Ceramics Division sold in the year ended 31st March 2007

On 28th February 2007 the group sold its Ceramics Dwision to the Endeka Ceramics group established by Pamplona Captal
Partners |, LF, a pnvate equity investment fund

Ceramics Dmsion's net assets disposed of were

2007
£ milkon
Property, plant and equipment 566
Goodwill 04
Inventones 43 4
Trade and other recevables 612
Cash and deposits 201
Bank overdrafts &7
Current other borrowings 65
Group loans (12 6)
Current trade and other payables (37 0}
Current ncome tax habiities 29
Non-current trade and other payables o
Employee benefits obligations (15
Deferred income tax liabilities 27
1130
Minonty nterests @
1103
The profit on disposal of Ceramics Division was
2007
£ milion
Consideration — cash 1439
Consideration - refund outstanding {patd during the year ended 31st March 2008) 0 6)
Costs incurred — cash (2 6)
Costs incurred — non-cagh 04
Costs incurred — accrued (€1 2 million paid dunng the year ended 31st March 2008) 2 3)
1380
Less assets disposed of (110 3)
Pension curtailment gaun 09
Cumulative exchange gains deferred in equity 58
Profit on disposal before tax 344
Tax 1
Profit on disposal 333
The net cash flows of Ceramics were
2007
£ mition
Net cash inflow from operating actwities of discontinued operations 07
Net cash outfiow from investing actmvties of discontinued operations {4 5)
Net cash outflow from financing actmiies of discontinued operations (19}

The Ceramics Division had a presence in each of the geographical segments Its external sales by geographical destination were

North Rast of
Eurcpe Amenica Asa the Workl Total
£ millon £ milion £ millon £ milion £ mifion
Penod ended 28th February 2007 868 51 409 273 1601
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Transactions with related parties

Transactions between the parent company and its subsidianes which are related parties, have been elminated on consolidation and so

are only disclosed for the parent company’s accounts The group’s associate, as described n note 18, 15 a related party Guarantees of
subsidianes’ and associate'’s borrowings are disciosed In note 28¢

Group Parent companty
2008 2007 2008 2007
£ milllon € mition £ million £ miion
Trading transactions with associate
Sa'e of goods 02 - 02 -
Trading transactions with subsidranes
Sale of goods - - 1,252 0 9407
Purchases of goods - - 7169 196 8
Income from service charges - - 18 23
Amounts recewvable from subsidianes - - 712 437
Amceunts payable te subsidiaries - - 210 171
Loans to subsidiaries - - 1,466 0 1,067 7
toans from subsidianes - - 1,084 5 7233

The group's post-employment benefits plans are related parties and the group's and parent company's transactions with them are
disclosed in notes 13a and 13b respectively

The transactions with key management personnel are descnbed In note 11c¢

Key sources of estimation uncertainty

Determining the carmying amounts of seme assets and llabilities requires estimation of the effects of uncertain future events on those
assets and liabiities at the balance sheet date The group and parent company have made appropnate estmates when applying the
accounting pelicies, but the actual outcome may differ from those calculated

The key sources of estmation uncertainty at the balance sheet date which have a significant nsk of causing a matenal adjustment to
the carrying amounts of assets and labilities within the next financial year are

Post-employment benefits

The group’s and parent company’s defined benefit plans are assessed annually by qualfied independent actuanes The details of the
olans and assumptions used are descnbed In note 13

Goodwill
The group has capitaised goodwill of £482 8 million and the parent company has £249 5 milklon Annual impairment reviews are

periormed which require various assumptions More details are gven in note 15

Other intangible assets

Other intangible assets which are not yet being amortised (note 16) are also subject to annual mpament reviews based on discounted

cash flow projections No impairment has been found

Provisions and contingent liabilities

As descnbed in note 29 and the accounting policies, the group and parent company measure provistons and contingent liabiities at
rmanagement’s best estimate of the expenditure reguired to settle the obligations at the balance sheet date

Taxatign

The tax payable on profits 1s determined based on tax laws and reguiations that apply in each of the numerous junsdictions in which
the group operates Where the precise impact of these laws and regulations 1s unclear then reasonable estimates may be used to
determine the tax charge included in the accounts If the fax eventually payable or reclamable differs from the amounts onginally
estmated then the difference will be charged or credited in the accounts for the year in which it 15 determined

Johnson Matthey




PRINCIPAL SUBSIDIARIES AND ASSOCIATES

Europe
S A Johnson Matithey N V
Johnson Matthey Pharmaceuttcal Matenals
treland Limited
+ Avocado Research Chermucals Limited
+ Davy Process Technology bimited
+ Johnson Matthey Fuel Cells Limited (82 5%)
Johnson Matthey SAS
Johnson Matthey GmbH
Argilion GmbH
Johnson Matthey BV
Johnson Matthey AB
Johnson Matthey & Brandenberger AG

North America

The Argent Insurance Co Limited
Johnson Matthey Limited

Johnson Matthey de Mexico, SA de CV
Johnson Matthey Inc

Johnson Matthey Catalog Company Inc
Johnson Matthey Fue! Cells, Inc (82 5%)

Johnson Matthey Pharmaceutical Matenals, Inc

Country of
incorporation

Belgium

Eire
England
England
England
France
Germany
Germany
Netherlands
Sweden
Switzerand

Bermuda
Canada
Mexico
USA
usa
USA
USA

Except where otherwise stated, all companies arg wholly owned

* Associate {see note 18 on page 84)

+ Investments held directly by parent company

Asia

Johnson Matthey (Shanghai) Chemicals Limited

Johnson Matthey Hong Kong Limited
Johnson Matthey India Private Limited

Johnson Matthey Chemicals India Private Limited

Johnson Matthey Japan, Inc
+ Johnson Matthey Sdn Bhd (92%)
Johnson Matthey Catalysts Korea Umited

Africa
Johnson Matthey (Pty) Limited

Australasia
* AGR Matthey (20%)

South America
+ Johnson Matthey Argentina S A

All the subsidiaries and associates are involved n the prncipal activities of the group

Country of
incorporation

China

Hong Kong
Inclia

Incha

USA
Malaysia
South Korea

South Afnca

Australia

Argentina
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FIVE YEAR RECORD

UK GAAP
2004 2005 2006 2007 2008
£ mifon £ milion £ emiion € million £ milion
Revenue 44929 4626 2 47559 56,1517 74987
Sales excluding the value of precious metats 1,224 4 1,187 7 1,341 2 1,454 2 1,750 2
Undertying operating profit 2060 2166 2355 2552 2968
Goodwil amortisation {19 8) - - - -
Amortisation of acquired intangibles - - {8 {2 B} {31)
One-off tems 21 (36 7) 60 - -
Operating profit 1883 1799 2287 252 4 2037
Net finance costs (16 3) (13 0) {14 7) (26 8) {30 3)
Net raturn on retirement benefits assets and labiites 60 - - - -
Share of profit / (loss) of associates - o5 02) 09 1)
Profit before tax 1780 167 4 2138 2265 2623
Income tax expense (57 9) {46 5) 62 5) ©a7) 77 2)
Prcfit after taxation 1201 1209 1513 1618 1851
(Loss) / profit for the year from discontinued operations - (6 4} - 437 03
Minonty interests 17 10 08 i0 o8
Profit attnbutable to equity holders of the parent company 1218 1155 152 1 2065 1862
Underlying earnings per ordinary share 64 Op 67 Op 730p 822p 89 5p
Earnings per ordinary share 56 0p 53 2p 70 8p 96 9p 88 5p
Dividend per ordinary share 26 4p 27 7p 30 1p 336p 36 6p
Summary Balance Sheet
Assets employed
Goodwill 3771 3751 402 4 3992 4828
Property plant and equipment / other intangible assets 608 1 620 4 7024 68408 8166
Non-current investments / associates / joint ventures 55 87 102 986 89
Inventones 417 3 307 3 3458 3627 3804
Recevables / current nvestments / tax assets / financial assets 3890 3753 497 1 5492 7344
Payables / provisions / tax labiihes / financial latilities {534 4) (382 3) 520 2) {519 5) (669 6)
Post-employment benefits net assets / employee benefts obligations 35 30} 188 e3¢} 172
1,266 1 1,2995 1,456 5 14429 1,770 7
Financed by
Net borowings and finance leases 3945 3696 4120 3648 6104
Retamed earnings 5284 5945 7080 7837 8791
Share capstal, share premium, shares held in ESOTs and other reserves 3338 3279 3301 2920 2798
Minonty interests 94 75 64 24 14
Capital employed 1,266 1 1,2995 1,456 5 1,4429 1,770 7
Cumutative goodwill taken directly to reserves 40 6 - - - -
Retumn on invested capital 16 2% 16 7% 171% 17 6% 18 5%

{Underiving operating profit / 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 have been

prepared under UK GAAP
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SHAREHOLDER INFORMATION

Johnson Matthey Share Price Five Year Performance versus FTSE 100 and FTSE 350

80
260
Jehnson Matthey
20
— FISED
— FTSE350 220
' 200
180
140
140
120 E
100 :
80 :
March 2063 March 2004 March 2005 March 2006 March 2007 March 2008
Johnson Matthey Share Price as at 31st March
2003 2004 2005 2008 2007 2008
737p 879 5p 289p 1,396p 1,576p 2,005p
By Location
Rest of Warld Analysis of Ordinary Shareholders as at 30th Apnil 2008
05%
Asia | Unidenutied By location Nurniber of shares Parcentage
16% 29%
USA and Canaga UK and Eire 171 ,910.057 779
7% Continental Europe 16,748,185 76
Continental USA and Canada 21,403 060 97
Europe Asia 3,156,522 14
76% Rest of Word 987,335 as
Unidentsfied 6 468 444 29
U¥ and Eire 220,673,613 10000
77 9%
By Category
Treasury Shares and
Employee Share By category Number of shares Percentage
Schemes Other
diR— T Pension Funds 118,023,996 535
Indrviduals Insurance Companies 43,956,698 199
1% tnvestment and Unit Trusts 21,214,978 96
Inveas:':went Pensign Indnviduals 3613.553 17
Unit Trusts ?amsd: Treasury Shares and Employee Share Schemes 13,513,949 61
6% Other 20,350,439 92
2208673613 100 00
Insurance
Campanies
17 7%
By Size of Halding
i By size of holding Mumber of holdings Percentage Number of shares Percentage
5 006 001 1001 14000
a;: geer 2% 1000 1-1,000 9,347 730 3,832,164 17
Rt 1,001 - 10,000 2,747 214 6,983,628 32
10 001 - 100 00O 481 38 17,266,131 78
100 081 100,001 - 1 000,000 194 15 58,662,716 266
1900 20 1,000,001 - 5,000,000 29 02 62,732,849 284
5,000,001 and over 10 01 71,306,125 323
1 000 901 12,808 100 00 220,673 613 100 00
5 00C D90
20 4%
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SHAREHOLDER INFORMATION

Share Dealing Services

A tefephone and internet deakng service for UK shareholders i1s
provicded by the company's registrars, Equinitt For further details
including Equindi's terms and conditions log on to

www shareview co ul/dealing or call 08456 037 037

Dividend History — Pence per Share

2004 2005 2006 2007 2008
Intenm az 87 91 g9 106
Final 182 190 210 237 260
Total 264 277 301 336 366

Dividend Policy

It 1s Johnson Matthey's policy to grow dvidends in Iine with
underying earnings while maintaining dvidend cover at about two
and a half times to ensure sufficient funds are retained to support
organic growth Over the last five years from 2003/04, undertying
earnings per share have grown at a compound annual growth rate
of 9% p a The board ts proposing a final dwidend for 2007/08 of
26 0 pence to take the total for the year to 36 6 pence which 1s 9%
up In ine with growth in undertying earnings  The dmvdend will be
covered 2 45 times by undetlying earnings For {urther discussion
of the group's financial objectives see the Strategy and Cbjectves
section of the Business Review on page 7 of this Annual Report

Chividend Payments and DRIP

Dmvidends can be paid directly inte shareholders' bank or bullding
society accounts Shareholders wishing o take advantage of this
facility shou!d contact the company’s registrars, Equiniti, or complete
the dividend mandate form attached to therr dmvidend cheque A
Dmadend Reinvestment Plan (DRIP) is also avalable which allows
shareholdars to purchase additional shares in the company Further
information can be obtaned from Equinti, Aspect House, Spencer
Road, Lancing, West Sussex BNS9 BDA Telephone 0871 384 2268"
They can also be contacted via ther website at www shareview co uk

American Depositary Receipts

Johnson Matthey has a sponsored Level 1 Amencan Deposttary
Recaipt (ADR) programme which The Bank of New York administers
and for which t 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 dvidends
are paid to shareholders, the Depositary converts such dvidends
inte US dollars, net of fees and expenses, and distributes the net
amount to ADR holders For enquines, The Bank of New York can
be contacted on 1-888-BNY-ADRS (1-888-269-2377) toll free f you
are caling from within the United States Alternatively, they can be
contacted by e-mail at shareowners@bankofrny com or via thesr
website at www adrbnymellon com

Share Price and Group Information

Information on the company's current share pnce together with
copies of the group's annual and half-yearly reporis and major
presentations to analysts and nstitutional shareholders are avatable
on the Johnson Matthey websie www matthey com

The website's Investor Centre contains extensive information and a
number of tools which will be of assistance to investors ncluding
historic share pnce information downloads and a share price
charting facility

For capital gams tax purposes the mid-market price of the
company's ordinary shares on 31st March 1982 was 253 pence

104 Johnson Matthey

Enguiries

Shareholders who wish to contact Johnson Matthey Plc on any
matter relating to ther shareholding are Invited to contact the
company's registrars, Equinii, Aspect House, Spencer Road,
Lancing, West Sussex BNGS 6DA Telephone 0871 384 2344"
or via therr website www shareview ¢o uk

Sharehotders may also telephone the company on 020 7269 8400
or write to

The Company Secretary
Johnson Matthey Plc
40-42 Hatton Garden
London

EC1N 8EE

For other enguines shareholders may contact the Drector, Investor
Relations and Corporate Commumications at the above addrass and
telephone number

Calls to these numbers are charged at 8p per mnute from a BT landine Other telephory
providers costs may vary

Financial Calendar 2008/09

2008
11th June
Ex diwvidend date

13th June
Final dwidend record date

22nd July
117th Annual General Meeting {(AGM)

5th August
Payment of final dvidend subject to declaration at the AGM

26th November
Announcement of resulis for the six months ending
30th September 2008

3rd December
Ex dmdend date

5th December
Intenm dnadend record date

2009 (provisional)

3rd February
Payment of intenm dmdend

4th June
Announcement of results for the year ending 31st March 2002

10th June
Ex dwidend date

12th June
Final dmdend record date

21st July
118th Annual General Meeting (AGM}

4th August
Payment of final dwvidend subject to declaration at the AGM




GLOSSARY OF TERMS

ADDERALL XR®

ADR
AGM

Alta Aesar

AMOG
API
CEC
cGu
ClA
COy
CSR
DPF
DMFC
DRIP
ECT
EHS
EIB
EPS
ESOT
EU
Fuel Cell

FURBS

FT, Fischer Tropsch

Geanng

GTL

HDOD

Hydromorphone

IAS
IFRIC

IFRS
IS0 14000

IS0 9000

An extended release product used in the
treatment of Attention Deficit Hyperactivity
Disorder

Amencan Depostary Receaipt
Annuzl general meeting

Brand name of Johnson Matthey's Research
Chemicals business

Ammonia, Methano!, Oil and Gas
Active pharmaceutical ingredient
Chief Executive's Committee
Cash-generating unit

Chemical Industnes Association
Carbon dioxide

Corporate Social Responsibility
Dresel particulate fiter

Drrect methanol fuel cell

Dradend Reinvestment Plan
Emission Centrol Technologies
Environment, health and safety
European Investment Bank
Earnings per share

Employee Share Ownership Trust
European Union

Technology which converts hydrogen or other
fuels (methanol, natural gas) into clean electncity

Funded Unapproved Retirement Benefit Scherme

Catalytic process used to convert syngas or
gasified coal into sulphur free hydrocarbons,
incluchng diesel fuel

Net debt / equity

Gas to lquids — mulh stage catalytic process
used to convert stranded natural gas into
sulphur free hydrocarbons, Including diesel fuel

Heavy duty diesel

A semri-synthatic opiate with a potent
analgesic effect

international Accounting Standard

International Financial Reporting Interpretations
Committee

International Financial Reporting Standards

Internationally recognised series of standards
which specify the requirements for an
environmental management system

Internationallty recognised senes of standards
which specrfy the requirements for a guality
management system

JMEPS
JMTC
LTiP
MDARC

MEA
NOx
OEM
Oxycodone

PBT
Pgm

Prostaglandin

R&D
REACH

ROIC

RPI

sIC

SIP

30,
STEM
Syngas
TSR

UK GAAP

Johnson Matthey Employees Penston Scheme
Johnson Matthey Technology Centre
LLong term incentive plan

Management Development and Remuneration
Committee

Membrane electrode assembly
Nitrogen oxides
Onginal equipment manufacturer

An opiate used to releve medium to severe
pain

Undertying profit before tax
Platinum group metal

Synthetic analogues of hormone-like
substances

Research and development

Registration, Evaluation and Authonsation of
Chemicals EU chemical control legislation
which came mto force in June 2007

Return on nvested capital

Retail price index

Standing Interpretations Committee

Share incentive plan

Sulphur dioxide

Scanning transmission electron microscopy
A mixture of hydrogen and carbon oxides
Total shareholder return

UK Generally Accepted Accounting Principles
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INDEX

Accounting Policies

Acquisitions (note 39)

Amortisation of acquired intangibles {nete 3)
Associates {note 18)

Audit Committee Report

Audit fees {note 4)

Auditors’ report

Balance sheets

Board of Directors

Borrowings {note 25}

Business Review

Capital expenditure by segment (note 1}
Capital expenditure to depreciation
Caprtal structure and management {note 28}
Cash and cash equivalents {note 36)
Cash flow hedges transferred to income (note 5)
Cash flow statements (and note 35)
Charman’s Statement

Chantable programmes

Chiet Executive's Statament

Combined Code Complance
Commitments {note 38}

Company Details

Construction contracts {note 21)
Contingent hablities (note 29)

Corporate Governance

Deferred tax (notes 8, 30)

Depreciation and amartisation {note 5}
Directors’ Report

Discontinued operations (note 40)
Dividends (note 30}

Earmings per ordinary share (note 9)
Emission Control Technologes

Employee numbers and expense (note 11)

Employee share ownership trusts (ESOTs) {(note 31)

Employment policies

Environmental Technologies Dvsion
Environment, health and safety
Equrty (nots 33)

Finance costs / ncome {notes B, 7)
Finance leases (notes 25, 38)
Financial assets (note 26)

Financial Highhghts

Financial labiities {note 27)

Financial Review

Financial nsk management (note 28)
Fine Chemicals & Catalysts Dwsion
Five Year Record

Foreign exchange gans and losses {note 5)
Fuel Cells

Glossary of Terms
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10-13

27, 87-91
20-21
104

15,17
107

Goodwill (note 15)
Grants (note 5)
Group Actvities
Guaranteses (note 28)
Held for sale assets and labilities {note 24)
Income statement
Intangible assets {(note 16)
[nventones (notes 5, 20)
[nvestments in available-for-sale assets (note 19)
Key management personnel (note 11}
Key Performance Indicators
Key sources of estimation uncertanty {note 42)
Minonty interests (note 34}
Net debt {note 25)
Nomination Committee Report
Operating leases {notes 5, 38)
Operating prefit (note 5)
COperations
Qutlook
Payables (note 23)
Pensions and other
post-employment benefits {note 13}
Prectous metal operating leases {note 37)
Precious ietal Products Division
Process Technologies
Property, plant and equipment {note 14)
Provisions (note 29)
Recervables inote 22}
Recognised income and expense statements
Related parties (note 41)
Rermuneration Report
Research and development (note 5)
Reserves (notes 32, 33)
Responsibility of Directors
Retained earmings (note 33)
Return on invested capital
Revenue analysis (note 2)
Risks and Uncertanties
Segmental information (note 1)
Senior management
Share-based payments (note 12}
Share capital {note 31)
Shareholder tnformation
Social and ethical matters
Stakeholder engagement
Standards adopted in year
Standards not yet apphed
Strategy and Objectives
Subsichanes (note 17)
Sustanabiity
Taxation {notes 8, 30)
Treasury Policies

12,25 71-78
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15,17

79-80
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83, 103

5, 28-35
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