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Inspiring science, enhancing life



Johnson Matthey

Our vision is for a world that's cleaner and healthier,
today and for future generations.

As a global leader in sustainable technologies, we use our cutting edge
science to create solutions with our customers that make a real difference
to the world around us.

Acting today

We face complex challenges on a global scale; the need
for cleaner air, the drive for improved health and a
responsibility to be smarter and more efficient in the
way we use our planet's finite natural resources.



For the future

Through using our expertise in science at the atomic
scale, JM is developing solutions that create value for
our customers and have an impact at the global scale,
making our world cleaner, healthier and fit for

future generations.

Inspiring science,
enhancing life.

in doing this we are

+ Takirg action for sustainable
devefopment

= Shaping a new era for
clean energy

¢ Achleving more from less
* Providing clean alr for ail

= Helping people Lve lorger
and healthier lives



Taking action for
sustainable development

The world is faced with an unprecedented set

of challenges. As the global population rises,
communities must overcome issues such as air
pollution, climate change, scarcity of natural
resources and ever increasing demands for clean
energy, water, food and access to healthcare.

The challenge

The UN Sustainabie Development
Geals (SDGs) provide a blueprint for
meeting the worid's challenges and an
opportunity for governments, industry
and individuals to work together to
create a better future for pecple and
the planet

17

The UN 5DGs set out 17 main goals
with 169 sub targets to achieve the
action needed to make a difference

Our response

|M's peopie and inspiring science are
contributing to achieving the UN SDGs
In 2018/19 87 3% of our sales came
from products and services that had

a positive impact on the goals

Meeting the demand for new
solutions for cleaner energy

Making the most of the planet s

resources by achieving more

from less

* Enabling a once n a hfetime
transition to low emission
automotive sofutions

+ Improving the effectiveness

and accesstbility of

healthcare treatments
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The challenge

The warld 15 seeking soluticns to the
energy trilermima - the need for a
secure supply of clean, affordable
and universally accessible energy
Hydrogen ticks the box And with
Increasing recognition that hydrogen
will be an important energy vector
comes the challenge of deploying
technofogy at scale 10 support the
shift to a hydrogen economy

10x

Ten times current global production
of hydrogen will be required to meet

future predictions for 1ts use

Our response

|M 15 putting its science at the heart
of solutions that support a cost
effective transition to a secure

and environmentally sustainable

energy system

An estabhished portfoho of market
leading technolegies for hydrogen
production

Scale up of fuel cell technologles
Lhat enable hydrogen to be directly
converted to electricity with water
as the only by preduct

Shaping a new era
for clean energy

Woe are at the start of an energy transition, an
event that hasn’t happened since the industrial
revolution when the use of fossil fuels drove
growth and prosperity. Rapidly growing
demands on the world's energy resources are
driving the need for new and innovative
solutions to achieve more sustainable energy
generation and storage.



The challenge

Global demand for ‘more’ requires
a circular way of thinking New raw
materials angd resources will be
required, and new challenges in
how to access and transform or
recycle those matenals efficiently
must be overcome

>25°/o

Of the world's annual use of platinum
comes from recycied sources

Qur response

IM aiready helped create cne of the
world's earhest circular economies

in the use, reclaiming, refining and
reuse of platimum With our scientific
expertise, we are helping our customers
transform purify, recycle and use
key natural resources such as od

gas, bliomass and platinum group
metals {pgms} Into materials that
build and fuel the modern world,
while reducing the impact of this
activity on the environment

= Catalysts and process technologies
that drive efficiency in chemicals
production

+ Commercialising technology to
convert murncipal waste into (et fuel

* Innovating and investing to enable
the shift to biobased feedstocks and
renewables

.

Investing in our world leading pgm
recycling capability

* Applying our expertise In recycling
and efficient transformations to
create soluttons to new challenges

Achieving more from less

In a world where population growth is putting
increased pressure on our natural resources,

the efficient transformation and use of those
natural resources has never been more important.



Providing clean air for all

Air quality remains a major global issue.
Pollution from vehicles is a contributor and
governments around the world continue to set
tighter limits on emissions from transportation.
This, together with heightened public awareness
of vehicle emissions, puts us firmly on the
journey to pollution-free roads.

The challenge

These environmental and social
factors are driving a once In & lifetime
transition !N the automotive Industry
Governments, car companies and
consumers are demanding optiors for
cost effective technological selutions
that will drastically reduce emissions
from our vehicles and deliver cleaner
arr for us all

Tonnes ¢f pollutanis removed by |M's
emisston control catalysts in 2018/19

Our response

JM (s at the very Torefrant of science
that 1s enabling fower and zero
emssion vehicles And we've
translated that science into the
broadest range of solutions for
automative industry customers.,

+ Extending our technology
leadership and manufacturing
capacily i emission control
catalysts for cars, buses and trucks,
gasohine, diesel and hybrid

Innovating and commercialising
eLNO® qur class leading ultra nigh
energy density battery cathode
material, suppaorted by our
sigruficant ongo ng mvesiment

to build manufacturing capactty

* Ramping up production of fuel

cell technologles



Helping people live longer
and healthier lives

With a growing and increasingly wealthy
population comes the expectation from
individuals that they will lead a longer and
healthier life. And while new healthcare
innovations and individualised treatments can
provide the solution, there is an increasing need
to manage the impact on healthcare costs.

The challenge

Strong demand means an attractive

market and so for pharmaceutical producers
the prize 15 high and the competition 1s
tough That's why they look to partners

who can develop their complex active
pharmaceutical sngredients (APls) and
manufacture them as flexibly and efficently
as possible

>180,000

Lives positively impacted in 2018/19
as a result of recently launched drugs
containing JM's APl products

Our response

IM 15 a go-to partrer for both innovator
and genenc pharmaceuticat companies
we don't specialise in sclutions for
specific treatments and came into

our own when lasked with complex
AP! development We can work at all
stages of the drug development cycie,
from conception rnight through to

scale up and commercial manufacture

Enabling a life enhancing cancer
treatment 1n a new strategic
partnership with Immunoemedics

.

Contsnuing investment of circa
£25 rullion p & In our new product
pipeline to bring new APIs to market

Optsmising our manufacturing
footprint in the US, Scotland and
Chsna to maximise the flexibiity
and efficiency of our assets
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2018/19 - continued strong performance

Investing in our science

Gross R&D
spend

£190m

(201718: £193m)

Delighting our customers

Revenue
up 5%*

£10,745m

{2017N8: £10,274m")

Alconstan’ raies (see w2 3
ot page 77)

T Retater seennte 3 on page 220

Supporting our people

Lost time injury and
iliness rate!

0.53

(201718: 0.52%)

Cobaodefiitia s naq 234
Restatog, s prge /4

Sales®
up 10%’

£4,214m

(2017/18: £3,846m)

T Sales exclaci g oreaous reta s
27 debrulion see page 173
Al LoasTant rates {see role 3
o paye 775

Running our business better

Average working
capital days"

59

(2017118: 62 days)

Exe bl nig prec Los metals

Free cash
outflow'? of

£13m

{2017N18: inflow of £136m)

Y Far delndion see pay-= 244

Creating value for our shareholders

Attractive return on
invested capital

16.4%

(2017118: 17.0%}

Fordef rimen sec note 31 onpage A4

Earnings per share
up 39%

215.2p

(2017/18: 155.2p}

Employee engagement
index score?

59%

{62% in 2016 employee opinion survey}

2 Ferdsimton s pane b4

Underlying® operating
profit up 8%

£566m

(2017/18: £525m)

*lordel miticn see page 174

Operating profit
up 48%*®

£531m

{2017/18: £359m)

" At constanl rates (se= note 3

e B
o page 77 © AL ons*aat rzles [see ote 4

o page //}

Operational carbon footprint
('000 tonnes CO, equivalent)

414

(2017/18: 445 tonnes)

Progressive dividend -
up 7% to

85.5p

(2017/18: 80.0p}

Underlying'* earnings
per share up 10%

228.8p

{2017118: 208.4)

tokardeonchian s eate Sonpagy Hf

We delivered what we said we would.

We strengthened our platform

for growth.
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Cautionary statement

The Strategic Report and certain other sections of this anrual report
contain forwa-d looking statements that are subject to nisk factors
associated w th, amongst other things, the economic and business
circamstances occurring from time to time i1 the countries and
sectors in which the group operates It 15 bel eved that the
expeclations reflected in these statements are reasonable but they
may be a*fected by a wade range of var.ables which could cause actual
results to d-ffer matenally f-om those currently anticipated

Johnson Matthey

APt A & e



Strategic Report

a.

Strateg
Report

Here we explain how we use our inspiring
science to enhance life

Johnson Matthey

Annual Report and Accounts 2019

The Strategic Report from page 2 to page 97 was approved
by the board on 30th May 2019 and 1s signed on its behalf by

Qc_f\-l\.\._u(-bo-l

Robert Macleod
Chief Executive
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Strategic Report

JM in profile

Johnson Matthey is a
global leader in science

that makes the world cleaner and healthier.

What we do Our key highlights

We use our cutting edge science to create

salutions to our customers' complex Sales’ Operating profit Operating profit
problems Our science has a global impact excludig precious metals reported underiying

in areas that include low emission transport,

pharmaceuticals and chemical processing b n m m
We apply it in a way that makes the most °

efficient use of the planet's natural resources

Qur major markets

We serve customers in the global automotive,  Sales by sector Operating profit {excluding corporate)
chemicals, pharmaceuvticals and other
industrial markets Through the guality of
our science, our preblem-solving ability and
strong custormner relationships, we hold
leading pesitions in all our major markets

excluding precious metals underlying

Our growth opportunities

We target high growth opportunities that will
delver attractive returns for our shareholders
over the medium term; mid to high single
digit compound annual growth in earnings
pershare, ROIC expanding to 20% and, as a
result, a progressive dividend

TH e group believes that sales ex luden precicus me ale s a betler vieasire of the uederlyin g peiformandce of the ¢ roup than revenee Torg reveriue can be heeviy distorted

by year on yedr fuctuabions if the rmackes prices of preqious retals and 1rnary oases e vafue of gres pons i etals b passed thres iy o6 1o our _ustoimers
S e - e
Our business Clean Air ' Efficient Natural Resources
Strategy to deliver sustained growth J " Strategy to deliver market
©, leading growth
|
= Aglobal leader in catalysts and +  Creates value from efficient use and
catalyst systems to reduce emissions transformation of critical natural
from vehicles and industry rescurces mcluding oil, gas, biomass

+  Creates value from high technoiogy and platinum group metals {pgms)

catalyst formulations and systems to * leading market positions across
reet legislated 1mits for emissions four global businesses Catalyst
arcund the world Technologies Pgm Serv-ces,
Advanced Glass Technologies and

« 13 manufacturing facilities in
Biagnestic Services

12 countries
18 manufacturirg faciities in

*  Nine technical centres in eight
eight countries

countries
+ Twatechrica centres in the UK
S e SHDa T ET o e e

- Soom g e Ar a T F Dee 0 dinatio

Jlohnson Matthey
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Crer

30

locations

Where we operate

North America

11 major manufactunng facilitres
33™ of group sales
23™ of employees

China

5 major manufacturing facilities

7% of group sates

9% of employees

Strategy to deliver break out growth

+  Leading provider of solutions to the
complex problems of both generic
and innovater companies

«  Develops and manufactures active
pharmaceutical ingredients {APIs)
for a vanety of treatments

*  Operates In the large and growing
outsourcee small molecute
APl market

= Four manufacturing facihties in
two countries

*  Three technical centres in three
countries

B - [ iiapd et norre

MUY

14,800

people

=
: ., 0T
s Loliad
N e
LA
- EE R .
l}? .
R
5
Europe

14 major manufacturing tacilities
47% of group sales
53% of employees

Rest of World

5% of group sal

e

Rest of Asia

6 major manufacturing faciities
8% of group sales

10 of employees

5 major manufactunng facihties

€3

5% of employees

New Markets
Strategy to deliver break out growth in

battery matenials, with market {eading
cathode matenal technology

*  Accessirng new areas of potential
growth afigned to glgba’
pricrities of cleaner air. improved
health and more efficient use of
natural resources

St uegzs Bl a W 25 mae per ve wn

i Group functions

*  Prowvide commer standards to
leverage efficiency and create value
across the group’s sectors

* Includes giobal science and
technology function which drives
innavation and leads R&D in core
sclence and business areas Supports
techno'ogy development in sectors

Johnson Matthey

Ly abepera b e
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Strategic Report

Chairman’'s statement

Making a huge contribution
to a more sustainable future

I’'m delighted to be writing to you — shareholders,
employees and other interested followers — for the
first time as Chairman of Johnson Matthey.

Johnson Matthey is a remarkable company.

In a world where many comparies are Just waking up to
sustainability, JM has been punching above 1ts weight on this
for years We make a huge contribution tc a more sustainable
future, through making the world cleaner and healthier. And
we are better qualified to do this than most other companies;
we have catalysts that make your car less poliuting, ground
breaking new technology to take your household waste and
turn it (nte pet fuel and molecules that help combat cancer
Balancing human prosperity with climate stabihity -
1t's the challenge facing us all and 1t needs nations, industry
and individuals to pull together It 1s clear that sustainable
techriologies play a huge part in tackling this and so will
JM with the werk we do at the leading edge of modern
catalysis, process engineering, electrochermistry and synthetic
crganic chermistry
We operate in today's technology hot spots and that's
why we will continue to make a measurable contribution
to a sustainable future The United Nations Sustainable
Development Goals {UN SDGs) provide us with that measure
and this year alone, over 87% of our sales came from products
that tackle those glabally shared goals Soit's not just talk.
JM's commitment 1s lived out through our contribution today
and through our investments in sustamnatle mnovaticns of
the future

Johnson Matthey

Spvcalbe vlan & vk il

One year in

I'm now one year intc my rode as Chairman. Before | joined JM
I knew it as a company with deeply talented, competent people
that transiate science into sustamable solutions. i'm pleased to
say that over the past year those prior perceptions have been well
and truly confirmed and JM is even better than ! had thaught

| have made 1t a prionty to really get under the siin of
IM over the last year | met the company's 80 or so serior
leaders at their recent annual conference | was struck by their
energy, enthusiasm and real engagement i the company and
its future And all this at a time when M is undergoing a
fundamental change; professionalising its core systems and
processes to drive efficiency and value, while continuing
to deliver this year's results and shape new business areas for
accelerated growth

I've alsc spent 1ime at our corporate R&D centre in
Sonning UK, visiting cur impressive iaboratories there and
gettirg into deep conversation with cur brilliant scientssts and
engineers about their research work |M 15 a community of
very innovative people. Their deep scientific knowledge and
how to use it to solve a customer’s problem s JM's unique
strength It 1s something that takes time to build, 1s extremely
difficult for others to replicate and its in our DNA



Patrick Thomas
Chairman

Customners choose to work with JM because of our world
class technologies and the relationships they have with our
people. That's how we've earned our leading positians n the
vast majority of the markets that we serve But JM does not
over shout about what 1t does We take great pride in being the
company behind the things our customers are most proud of.
We want to make heroes out of our customers - and that's
what we do

I've also met sharehoiders, which left me confident
that they are committed for the long term As you'd expect,
discussions covered a broad range of topics from how we are
looking at our culture, how we think about sustainabihty and
how we are balancing and priortising investments across our
business opportunities. | was pteased to hear about their
interest in our R&D and their support for the investments
and changes we are making to grow our business

We have good mechanisms in place for the beard to

understand the views of our shareholders and, alengside these,

Twill continue to be avaliable to our major sharehciders
throughout the year and look forward to meeting more of you
at our AGM 1n July

My first year — two minutes
to reflect on 365 days

Q. What makes JM special?

The massive contnibution 1t 1s already making to a
more sustainable future by applying its briliant
science And the potential this holds for the long term

Q. What are your top three highlights
from your first year?

*  Meeting JM's people, hearing their stories and
feeling their passion ana energy for what the
company 1s doing

*  Working as a board in which there is a real feenng
of a team effort

= Sustairung our year on year delivery of dividend
growth for our shareholders

Q. How many shareholders have you met?

About 30% of our sharehclding — a two way dialogue
and having the opportunity to understand their views
first hand 1s really crucial, particularly at this ume of
inflexion as we drive value 1n Clean Air ard invest
appropriately to maximise Cur success IN new areas
like battery matenals

Q. What are the board’s top three priorities
for next year?

*  Keep on supporting Robert, the Group Management
Commuttee and semor feaders in their execution
of strategy by asking the right questions of them
so that we challenge in a constructive way that
drives results

= Conuinue to evolve our risk management
approach by introeducing further ngour and more
ongoing discussion

= Getting across our role in monitoring and shaping
the culture of M by always thinking about the
tone we are setting and through incorporating
more formalised ‘cuiture health checks™ in the
board agenda

Scepage 104 for micie informian n

Johnson Matthey

Ga mbeproad &
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Chairman’s statement continued

The job of the board

Robert and the senjor managerment team have continved 10
deliver our strategy for sustained growth and value creation -
ana with that, a strong set of financial results Cur job as a
board is to actively engage m the development of strategy,
prowvide challenge and ask usefu! questions During the year
we have done so across a series of strategic tapics — in the
develepment of our Battery Materials business, for example,
wiere, by a process of iterative and constructive debate, we
have supported the team as they made huge advancements
this year, 1in hine with our strategic plans for this business

One area where we are placing increasing focus as a board,

1s more actwe and reguiar risk maragement In our meeting
agendas through the coming year. This will provide greater
rigour o ensure we are Jooking ai our business through a nsk
management lens at alt times and translating this through to
real business resuits

The board is deeply involved in upholding governance
We've spent tme this year looking at the evolving corporate
gavernance scene and at our business in the context of the
revised UK Corporate Governance Code Of particular interest
is corporate culture and | was pleased to learn that work was
aiready under way prior to my joining jM and ahead of the
revised code which we will report against next year

We have varied and well balanced expertise, experence and
diversity an our board which was boosted at the beginning of
April 2019 when we welcomed Xiaozi Liu as a Non-Executive
Director Her joyning contided with our board visit 1o JM's site
in Shanghar and was extremely well received by the local team
as a strong statement of our cormmitment to the Chinese
market, | am very pleased to welcome Xiaozhi to our board
We are already benetfiting from her experience and perspective,
and fram her deep knowledge and understanding of the
evolution of the powertrain i different markets of the world.

johnson Matthey
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With the current dyaamics and seisrruc shifts in the automotive
industry that {te ahead, it 1s great tc have Xiaozriin the team

At the end of the AGM in July, Odrie Desforges will step
down as a Non-Executive Director after six years as a member
of our board Cdile has contributed significantly, particularly
with her valuable automotive industry insights, we will miss
her and wish her wel! for the future.

More recently, in May 20719, we anrourced that
Doug Webb wil be joiring us as a Non-Executive Director from
2nd September 2019 Fram juy 2020 he will also chair aur
Audit Comrmttee, as Alan Ferguson wili be stepping down at
that point, after just over nine years on our board. Doug's strong
background in finance couplea with his deep understanding
of the technology ard engineenng sectors will camplement
the experience of our board and { look forward to working
with him

I'm pleased that Alan wi | be with us tor just over another
year as we wiil continue to benefit from his insight and ensure
a smooth handover to Doug Although sormewhat premature,
i'd fike to express gratitude to Alan on behalf of tre board for
his significant and valuable contributions, Alan will be
succeeded as Senior independen Diretior by Jokn O'Higgins

A culture for success

ln my expenence, the culture at |M 15 open and inclusive where
people really enjoy working together We place huge importance
on creating a culture of doing what's right and speaking out if
things are not We put peopie’s health and satety first and M.
like any company engaged in potentially hazardous operations,
must manage the assoctated risks Nothing we do 1s worth
gettirg hurt for and that is the tone I set - talking safety when
i visit our sites and not being afraid to challenge or question on
safety matters | want everyone in jM to be empowered to do
the same

JM Awards — January 2019

} was honoured to spend time with so many incredible |M people from
across the world and to celebrate their amazing achievements The setting
was awe Inspinng too - Londen’s Natural History Museum where we sat
underneath Hope, the iconic blue whale skeieton. What a fitting
environment to celebrate lalented people who are making a genuine and
tangible contribution 10 a more sustainable future

Explore more
Tindeulmare el st tb e 207 P A gt
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Along term view

JM 15 a company that delivers sustained growth and value,
driving strong returns. Growth comes through innovation and
1s supperted by our commitment to substantial investment in
R&D In a business ltke ours — one with 200+ years of history
- we take a long term view Our consigered investments over
many years in fuel cefl technology and, more recently in new
chemical process technalegies, pharmaceutical APIs and
battery matenals, exemplify this. In that sense we are not
tactical, but with the level and pace of change going on in our
major markets and with our customers, we are, as always,
responding with flexibility and agihty.

Underlying earnings per share grew 10% this year and
on a reported basis they were up 39%. In light of our strong
performance, continued delivery against our strategy and
confidence in the group’s future growth prospects, the board
15 proposing a 7% increase in the ordinary dmidend

Sustained year on year dividend growth 1s a hallmark of JM
| behieve we are one of only a handful of companies in the FTSE
that has delivered continued growth in 1ts dividend over the last
3Q years

A successful future ahead

I'd like to finish by personally thanking our shareholders

for placing their confidence in us — and that includes the
several thousand of our employees wha own company shares
I'm pleased to say that your company remains in good shape.
We have a clear strategy, grounded with the world class science
needed to tackle our planet's most important social and
environmental challenges That 1s why | am confident of a
successful future ahead for M

| also want to say a huge thank you to every single iM
employee around the world for steering JM through these times
of flux and change to deliver what we premised - growth for
our shareholders, brnihant products and services for our
customers and a continued contribution to a more sustainable
future for all.

My final message is to everyone on our planet, and one
which | make on behalf of the 14,800 people in JM. .

Tns year, we've made your world a cleaner and healthier place.

A m L,, ,
Patrick Thomas
Chairman

Strategic Report

Board visit to China — April 2019

We had a hugely valuable visit to some of |M's major operations in China

| really enjoyed spending time with our employees on tours of cur facilities,

in discussions on our business strategies and over lunchtimes and in the
evenings It's given me a much better understanding of JM's cutture and a

much deeper understanding of our markets in China Qur trip was timed to
perfection too, as it concided with Xiaozhi Liu, our newest Non-Executive

Director, joining the board

Jehnsan Matthey
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Chief Executive's statement

Using our science to make
the world cleaner and healthier

As 2018/19 drew to a close, we sat down with
Robert MaclLeod to ask him about progress during the
year, his expectations for 2019/20 and his perspective
on JM's relevance in today's changing world.

How have global megatrends developed for |M aver
the last year?

We have an inspiring vision at {M - for a world that 15 cleaner
and healthier, today and for future generations JM, and what
we bring to the world is arguably more relevant than ever before
Cver the last 12 months, we have seen public awareness of,
and action on, the world's global challenges increase The next
gereration is speaking out on globai issues such as chmate
change and air pollution, and 1t 1s these that JM can, and 1s, using
its science to solve

Focus continues on air quality and emissions -
how is M part of the solution?

The need to improve air quality across the world 1s leading to
tighter emissions standards in many countnes In the longer
term this will inevitably lead to a shift towards zero emission
transportation, with more customers moving 1o electric vehicles
However, in the short term the need to significantly reduce
emissions from gasaline and diesel vehicles 15 presenting an
opportunity for IM, we are part of the sciution

Cur Clean Air business is fabulous It performed strongly
this year despite the weaker giobal car market In response to
alr quahty concerns surrounding diesei cars car buyers in
Eurcpe are increasingly favouring petrol engines in addition
in Europe and Asia, tighter legisiation is coming o force for
petrot cars and we have reatlocated our R&D spend accordingly
in order that we can meet these more challenging requirements
Having said that, our R&[} investment in diesel technology n
prior years has reaped rewards as we have significantly
extended our leadership in the market for fight duty diese!
cars in Europe Now, around two thirds of all new diese! cars
produced in Europe have |M's catalysts on them Tighter
legislation and M technology means that diesel car emissions
are tower than ever befare and, 1N sOme cases, these cars
produce less harmful particuiate and NOx pollutants than
their petro! counterparts That means, those people for whom
driving a dhesel 15 the most econemic choice cando it ina 'ess
environmentslly damaging way

i China and India, our car and truck customers are also
getting ready for the introduction of new regulations whict
begin to be rmp'ermented from Juty this year

Johnson Matthey
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We are therefore expanding our manufacturing capacity
for ermission contre! cata 'ysts with major new plants in Eurcpe
China and india, the plants in Europe and China will come on
line in 2019/20.

The global automotive industry 1s going through a once
in a lifetime transition Consumer buying patterns are less
predictabie and the automotive supply chain, JM included,

15 being more considered in making investments With less
inherent flexibility throughout the supply chain and less
predictable consumer behaviour, M is supporting our
customers, the car companies, as we navigate this mobility
transiiton together

What impact is that having on your other automotive
facing businesses?

The technology used 1o power our cars is evolving and
diversifying, from primarity internal combusticn engines to
hybrids, battery electric and even fuel cells JM is very wefl
positioned with our broad portfolio of powertrain technoiogy
solutions — emission control, battery materials, fuel cell compornents
- and strong relattonships with vehicle manufacturers

tn our Battery Materials business we are using our sciernce
and technology expertise to enable the greater adoption of
long range pure battery electric vehicles {BEVs) that meet
consumers' performance expectations on range, charge time
and safety. We are doing this through great technology which
we are scaling up and commercialising in ine with the
predicted acceleration in EV ownership over the next decade

Our portfolio of leading, ultra high energy dersity cathode
battery materials, which we call eLNO, are next generatior -
so not designed to compete with materials our competttors have
on the market today — and will suit a range of EV applications

Over the past 12 months, we have made significant
progress In commerciahising eLNO We continue to test our
materials with our target customers and feedback remains very
positive They are ncreasingly looking for custemised solutions
to thewr prebiems and this plays night ta our strengths So we
have been ta1 oring eLNC and are building application centres
to suppart our customers’ {esting



Robert Maclecd
Chief Executive

In order to manufacture our matenals at scalte, we have
chosen a site 1n Kerin, Poland for eur first 10,000 metric tonnes
commercial plant as i1t 15 close to majer customers in the BEV
supply chain and we expect to start construction later in 2019/20
The site has the potential for expansion to 100,000 metric tonnes,
and we are carefully considering how we could scate our
business beyond our emstial 16,000 metric tonnes.

At the time we announced our plant location, we also
sacured our first long term supply agreement with Nemaska
Lithium for raw materials - another important step in the road
to commercialisation. And we are doing a iot of work to ensure
our raw materials sourcing 1s responsible and in line with cur
sustainability principles. At the other end of the value chamn,
we have R&D work under way on battery materials recycling
where we are combining our knowledge of battery materials
with our many decades of experience m recycling pgms

In additicn, we continue to invest in fuel cell technology
which can also be used to power electric vehicles Fuet cells
use hydrogen as a fuel to generate electricity with the only
by product being water and so tick the box as a so!ution for
low emission transport {M has strong technolegy in this space
and in September 2018 we joined the Hydrogen Council so we
could work with other industrial players in enabling the uptake
of hydrogen as an energy source in transportation, and a wide
range of other applications

So as you can see, we've come a long way and our customers
are happy - one of thern said that we were a "preferred cathode
material company to work with” because of our fast response,
witlingness to custormise the product and our ongoing Investment
in the science It's great to hear that we're adding vafue which
goes back to the core of our strategy - science and technology
that be!ps our customers solve complex prablems

S dues 2 ood S lorour kog U v

Have you delivered operational performance in line
with your plans this year?

Yes, we certainly have, 2018/19 has been another successful
year for Johnson Matthey. We have made further progress in
delivering our strategy of sustained growth and value creation
in line with the plans we laid out in 2017, and on strengthenirg
the platform that will enable further long term growth

We have continued to invest in our world class science and
scientists to deliver leading technoiogy into the attractive and
growing markets in which we play.

Delivery of cur strategy 1s underpinned by the fundamenta!
changes we are making across a | aspects of the group These
are making our business more agile and efficient, and giving us
greater capabiiity to deal with the fast changing world arcund
us We have invested in safety, our peopte, processes and
systerns while continuing to target further improvernent

We've delivered a strong set of numbers this year, in line
with what we promised. despite a more challenging external
environment This demonstrates the resilience of the group and
our abitity to adapt and flex to support our customers’ needs
It 1s also reflected in how we are effectively managing the
continuing uncertainty in relation to Brexit in our business and
with aur customers

If | look across owur four sectors. Clean Aur performed
strongly and we remain excited by the growth opportunity in
Battery Materials We made further investments in Health to
develop our pipeline of products In Efficient Natural Resources,
we continue to drive efficiencies while focusing on igh growth
market segments, although some unscheduled downtime at
our UK pgm refinery this year did impact our precicus metat
working capital To support our long term growth, and as we
broaden our presence in sustainable technologies, we are also
developing innovative sotutions for fuel cells and battery
materials recycling

See pegts 78 1o 85 for more anfermation

And on those ambitions, all geared to sustainable
technologies - what progress are you making there?

We are proud of our sustainable technologies and we have six
sustainable business goals to direct cur progress This year we've
continued to add to our portfolio of technologies and products,
not to mention all the work that we are deing in our existing
businesses which have a substantial impact upon building a
cleaner, healthier world

We've commercialised a new technology, developed
tegether with BP, to transform household waste into diesel and
jet fuels This 1s an exciting epporturity for us and we have a
licensing agreement with Fulcrum BioEnergy, a biofuel producer,
which plans to build a plant in the 1S using our technology

We also announced a new strategic partnership wih
Immunomedics for the large scale preduction of a drug linker
used in a treatment for breast cancer

See ueyes 1820 JU fer noureanforma o

All the work we do 15 about delivering outcomes that are
valued by our customers anc contribute to @ more sustainab e
future for people We measure our contrbution by aligning to
the UN SDGs and have set ourselves a goal to double 1t betweenr
2017 and 2025 We've done wel! this year, increasing our
contribution to over 87% of aur sales

ERTELTN IEN N LA
Johnson Matthey
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Chief Executive's statement continued

At the same time, our customers are getting more tuned
tn to sustainability. 50 we are broadening and deepening our
approach throughout our whole value chain. This not only
enables us to give reassurance 1o our customers but more
excringly, 1t unlocks further oppertunities for commercial
advantage through innovating new sustainable technologies

So you will see us up our ambtion further in this space -
right through the whole value chain

You tatked earlier about the changes you are making
to be more flexible and agile. Tel! us more?

Sure We have a number of what we call ‘strategy enablers’ -

a series of programmes that are fundamentally changing how
we work These are bringing consistent approaches and
standard processes across JM; delivering aperational efficiency,
allowing us to be more flexible and agile.

We are achieving this in many ways, for example, through
the deployment of a single global enterprise resource planning
{ERP) system (SAP) system The first implementation was
successfully completed during the year and we will roll it out
across the group over the next few years,

Our procurement programme 15 also enabling us to drive
further efficiencies and savings. Furthermore, through better
underlying data and standardised processes, we are gaining an
improved understanding of customer and product profitability.

At the same time, we are building capability, not only in
procurement, but in other areas including supply chain, capital
project delivery and change management which 1s supporting
the delivery of our strategy

And how are )M emplayees suppaorting the strategy?

IM s full of inspiring and talented people I've really enjoyed
spending more time at our sites this year talking to employees
about JM's strateqy and their work, answering their guestions
and listening to their feedback on what they think 1t's ike 1o
work at JM. In September 2018, we also repeated our employee
opinion survey. This gives us a good steer on where we are
doing well and not so well, and where we need to prioritise.
There were plenty of positives — our people told us that they
have a better understanding and more connection with our
strategy and that we take health and safety and doing the rnght
thing senously But overall, they told us they were less engaged
than two years prior As | reflected on these results, | am not so

surprised given the broad changes we are making, althcugh it 1s

something | am determined to reverse. We have actions under
way and we are going to check in on how we are doing by
conducting a pulse survey later this year.

Our people are key in delivering our strategy and vision,
and we are doing a Jot to create a culture of success It started
last year when we refreshed our values to support the delivery
of our strategy, create an inclusive environment and guide us
to act safely, ethically and more sustainably Since then, we've
been taking them deep into M, holding workshops with our
staff to explore the behaviours that support our values We've
also been embedding them into our people processes — from
performance management and our development programmes,
to recruitment and recogmtion - and we refreshed our code of
ethics this year to guide us all in doing the nght thing As we
move through different phases of our strategy, | also continue
ta evolve the shape and mix of skills 1 the management team
to ensure we have the rnight team to deliver on our ambitions

Johnson Matthey
Annual Repart and Accounts 2019

Drving the right behaviours in health and safety 1s a major
priority and despite our continued focus, disappointingly our
recordable incident rate has remained flat over the last year

We are injecting new focus on safety leadership and
engagement and will continue our efforts to manage our
process safety risks by building on the improvements we
achieved this year.

See pages 60 to 75

Finally, what is the group outlook and priorities for
2019/20 and beyond?

For the year ending 31st March 2020, we expect growth in
operating performance at constant rates to be within our
medium term guidance of mid to hugh single digit growth.

At current foreign exchange rates (£ $ 1 295, £€1 157,
£ RMB 8 72), translational foreign exchange movements for
the year ending 31st March 2020 are expected to adversely
impact sales and underlying operating profit by £6 million and
£2 million respectively.

Building on the board’s priorities outlined by
Patrick on page 7, our priorities for 2019/20
{pages 16 and 17) are to:

» Continue to develop our science and technology to
create the sustainable technologies of the future

* Debver in ine with our strategic plans for each of
our sectors so that we delight our customers with
our brilhant products.

«  Meet the milestones for our groupwide enabler
programmes to drive further efficiencies.

= Involve and engage all our peopie in building
our culture of success where we are safe, ethical
and more sustainable.

In doing this, we will continue to strengthen our
platform for growth.

We have an amazing vision, a winning strategy and the
global drivers of our business are fundamentally strong. Today we
face an unprecedented need for new technology to meet global
1ssues. Working together, inspired thinking and the apphcation
of scientific knowledge can help us to overcome these
challenges and shape a better future for all

Reobert MaclLeod
Chief Executive
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From left to nght john Walker Annette Kelleher, Jane Toogood, Robert Macveco Anna Manz, Jason Apter Simon Farrant

Group Management Committee (GMC)

John Watker, Sector Chief Executive, Clean Air
Joined the GMC and board' October 2013

John jotned JM in 1984 and has led our Clean
Asr Sector stnce 2009 after heading up its Aslan
business for rnany years John s directing our
strategy to delivar sustained growth in our
largest bustness sector

Annette Kelieher, Chief HR Officer
loined the GMC. May 2013

Annette is our Chief HR Officer, leading the
group’s people strategy Jonmng from Pilkington
Glass in May 2013, Annette 1s responsible for
the programmes to build talent and capabilities
across JM in iIne with our group strategy

jane Toogood, Sector Chief Executive,
Efficient Natural Resources

loined the GMC March 2016

jane joimed JM from Borealis in March 2016
and leads the Efficient Natural Resources
Sector, directing the strategy to deliver market
leading growth Jane alsc chairs the Brexit
workirg group

Our approach

o Out Our
a;" business sustainabihity
strategy model framewark

Robert MaclLeed, Chief Executive
Joined the GMC and the board June 2009

Hawving joined JM as Group Finance Director

in 2009, Robert has been leading |M since
June 2014 when ke became Chief Executive
Rabert also has executive level responsibility
for our New Markets Sector, environment,
health and safety and our sustainable business
framework Currently (s nce May 2019) our
corporate R&D function is reporting to

Robert while we are in t~e process of recrutting
a Chief Technology Gfficer

Anna Manz, Chief Financial Officer
Joined the GMC and the board October 2016

Anna joined [M as Chief Financial Officer in
October 2016 to lead the group's finance
activities risks and cantrols foining fram Diageo,
Anna also leads the group’s strategic pianning
and corporate development activities, IT function
and our operationat efficiency 1mitiatives

The following pages demonstrate how cur integrated
offer 1s connected from our strateqy to our KPis

Our ; Our

" stakeholders KPls

Jasen Apter, Sector Chief Executive, Health
Joined the GM{: March 2018

Jasor joined |M in March 2018 to lead the
Health Secter Bringing experience from the
healthcare ard Iife scrence industry from
MilliporeSigma jason leads the strategy

to celiver complex chemistry solutions for
our customears

Simon Farrant, General Counsel and
Company Secretary

Joined the GMC: July 2007

Semon joined |M in 1994 as Semor Legal Adwiser
and became Company Secretary in 2001

Simon heads up our company secretanal and
legal activities, including on ethics and
comphance He also acts as secretary to the
board and 1ts committees

Johnson Matthvey
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Our strategy

Creating long term value

and a better future

Our strategy is to use our world class science to solve
customers' complex problems. This creates long term value for
our shareholders and a cleaner, healthier planet for everyone.

A cleaner, healthier
world today and for
future generations

Use our world class
science to solve
customers’ complex
problems

Johnson Matthey
are o4 Fe aban & 0018 20E
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Delivered through four global sectors

Clean Air

Sustained growth

Efficient Natural Resources
Market leading growth

Health
Break out growth

New Markets

Break out growth 1n
battery materials
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Tty model framewark stakeholders
Enabled by Underpinned by being safe,

more sustainable and doing the right thing

By 2025 we will have.

Science and = Enhanced technology leadership in our targeted markets

technology «  Three substantial, growing sectors with sizeable new
opportunities reaiised through our New Markets Sector

«  Excellence in everything we do

Rigorous resource

allocation
Driving attractive returns:

— = +  Expanding returr on invested capita: (ROIC) to 20%
= Mid to high single digit EPS CAGR

Efficiency and
excellence «  Progressive dividend.

Values-driven culture

Have made the world a
cleaner and healthier place

Johnson Matthey
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Qur strategy continued

Cur strategy directs investment choices across the group so that our people can translate our world class science and technaology
as efficiently as possible to salve our customers' complex preblems and tackle major globai challenges

Clean Air

Sustained
growth

Efficient
Natural

Resources
Market
leading
growth

Health

Break out
growth

New
Markets

Break out
growth in |
batiery

materials
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Our focus areas

Strategic plan

* Maintain technoiogy teadership through R&D

* Market share gains (already secured) in Europe

* Tighter legisiation in Europe requining higher
value products

» Tighter legislation in Asia {China and India)

doiving sigiificantly higher vaiue per vehicle

Consistent growth in light and heavy duty catalyst

markets in North America

Operational efficiency activities that support

margin and ROIC

.

Cutcome

World class science creates substantial market
share gains for JM and, coupled with legisiative
change, drives sustained growth

Strateqgic plan

* Focused investment in R&D to marntain and
extend technology leadership

« Qutperformung in selected, high growth segments

* Increased efficiency across the business,
including investment in pgm refineres, to
enhance performance

* Extending capabiities into adjacent markets,
gecgraphies and technologies

Qutcome

Above market growth thrcugh leading positions
supported by world class science, enhanced
performance through more efficient operations

Strategic plan

« Enhancing our capabilities in particle engineering
to improve our position as a partner of choice with
Innovater customers

* Criving value from existing generics business

« Commercialising our pipeline of new genernc and
innovator products

Gutcome

Development partner of choice for customers
Cur pipeline of new generic products adds
¢irca £106 milhon to operating profit by 2025

Strategic plan

* Commercialising our feading eLNO ultra tugh
energy density next generation cathode matenal

= Scale up through demo, pilot and full production
scale, significant ongoing investment te build
manufacturing capacity

« Continued investment in next generation,
best in class high energy battery materials

Outcome
/M has market leading product and share of next
generation high energy density battery vehicte market

Johnsan Matthey
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Our progress and priorities

Progress in 2018/19 Priorities for 2019/20
* Grew light duty diesel market share = Maintain

in Eurcpe by 20 percentage points lo technology

circa 65% leadership to

Maintained margin of circa 14% through
optimised cost base and processes
Constructionr in Poland and China

to expand capacity under way

Have won expected business in China
light duty

Pages By and 81

Progress in 201819

Won first licences for new sustainable technologies «

including to convert waste to aviation fuel

Ran the business more efficiently through

~ Simplifying product portfolio,

- Operational improvements, including
procurement,

- Delivering cost savings from restructuring
programme.

Customer survey tc drive deeper engagement

and imprave customer experience

Weaker performance in Advanced Glass Technologies ~

due to market slowdown and !oss of market share

Weaker performance in precious metal working

capital due to unscheduled refinery downtime

+

- Pajs 87 and 83

Progress in 2018/19

* Grew generics APl pipeline to 46 products; .

including one new product which has

taunched

- Substantially an track although defays to
some products

Progressed innovator APt pipeline; three

nearing commercialisation

Optimised manufacturing footprint

- Completed closure of Rverside plant in US,

- Ramped up Annan UK plant and made
first commercial sales

[ - Jen 83 arnd 84

Progress in 2018/19%
Continued to test et NO materials and tatlor -
them far customers with positive feedback
Started to buwld the first of our three

announced customer application centres .
Scaled up eLNO manufacture from lab to
piiot plant

Selected site in Poland for first 10,000 metnic
tonnes commercial plant, site provides potential
for expansion up to 100,000 metnc tonnes
Signed first long term supply agreerment for
raw, materials with Nemaska Lithium

-

B poes 1 arwen

support future
growth.
Complete and
ramp up new
manufacturing
capacity.

Drive further
efficiencies.

Priorities for 2019/20

Continue
mvestment

in pgm refineries
Targeted
Investment

In new
technologies
{such as battery
matenals
recycling}

Drive further
efficiencies

Priorities for 201920

Caomplete ramp up
at Annan, UK
Progress new
product pipeline
In line with
strategy

Enhance
capabihty

Priorities for 2019/20

Further progress
on customer
qualfication
Start construction
of first
commercial ptant
and determine
plans for further
scale up

* Invest In customer

apphcation centres



Enabled by

Science and
technology

Strategic outcome

* Sustained
market leading
positions

Sustainable
business

Strategic outcome

» Sustainability
leadership

Efficiency and
excellence

Strategic outcome

= £60 milhon of
savings through
procurement

* More agile and
efficient

Values-driven
culture

Strateglc outcome
Peer group
leading health
and safety
performance
Engaged and
enabled
workforce

Progress in 201819

+ Delivered new market leading
technologies across all four
sectors

= Ident:fied 12 new growth
opportunities which are at
various steges of investment

= Won multiple external awards

for our science

Rolled out new career

framework to develop

our sclentists.

B Faces 311039

Progress in 2018/19

* Progress made towards three of

six sustainable business goals,

those relating to

- Reducing our greenhouse
gas emissions

- Increasing contribution of
sales to the UN SDGs

- Number of volunteering days
by our people

Those relating to health and safety

and to employee engagement

were broadly unchanged

B Payes 210027 3110 23 anu 238

Progress In 2018119

+ £26 mithion of procurement

savings

First ERP system roll out

« First standard customer
satisfaction survey carned out
In one sector

* Restructuring programme
substantially complete with vast
majority of circa £25 mudbon
annualised cost savings

B Pages1ii1ard 49057

Progress in 2018119

Qur Qur
business sustainabiity
maodet framewark

| Our
stakeholders

Our
strategy

Priarities for 2019/20

= Achieve technology
milestores in.
- Battery matenals;
- Battery matenals
recycling,
- Gasoline technology
for Eurc 7,
- Health new product
pipeline
= Deliver action plans
for new future
growth opportunities

Priorities for 201920

+ Continue to embed
sustainabibity into
our businesses and
functions to make continued
progress towards achieving
sustainable business goals

Delivering

a cleaner,

healthier
world

Prlarltles for 2015720

+ Deliver additional savings,
sirnidar to 2018/19,
through procurement

» Roll out ERP systern
as planned

= Delwver further efficiency
benefits and extend
customer satisfaction survey
to all sectors

Priorities for 2019/20

+ Improvement in leading indicators + Achieve targeted smprovement

- 50% increase in learning events
+ Process safety nsk reduced - 75%
of maximum credible event {MCE)
assessment actions closed
* Overali behavioural safety
perfarmance flat.
Second global employee cpinicn
survey showed margmalty lower
engagement score action plans
in place
= Rolied cut new values and started
to embed into business processes

fa ey nli e, 75

inour environment health and
safety leading indicators

+ Deliver process safety and iife
saving policies actiaon plan

= Improve engagement and
enzblement of employees f-om
targesed actions follow ng 2018
survey feedback as evidenced by
a 2% improverne measured
through a 2019 pu’se survey

« Continue to embed our values
and explain |M’s strategy so
employees are clear on therr
roie In delivering it

A abo g L T

Our
KPis

Clean air
forall

Direct impact

of JM's products

3 43 milfien tonnes
o* pollutants
removed

Langer
healthier
lives

Direct impact

of jM's products
181,000 lives
positively impacted
by new APIs
launched

since 2015.

Shaping
a new era
of ciean
energy

Direct impact

of JM's products

10 1 million tonnes
(CO, equivalent}

of greenhouse
gases removed

Achieving
more
from less

Direct Impact

of JM's products
216,000 tonnes
(CO,equivalent)
of greenhouse
gases avoided.

8 vage sz

Johnson Matthey
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Our strategy in action

Progressing our strategy
to deliver our vision for
a cleaner, healthier world

18

Clean Air

Advanced SCR. The special science solution
that means no more dirty diesel

in Europe, diesel cars have receved a iot of bad press because of the
tmpact of their emissions on urban air quality compared with thewr
petrol counterparts

But for scme peaple, those who drive a lot of mites, the higher fuel
economy of diesel makes diesel powered cars cheaper, over the tong
term, to run Higher fuel economy means CO_enmissions from a diesel
car are lower toc 5o the incentive was there to clean up diesel and
give consumers & viable choice that was better for their health, the
planet and their pocket

Johnson Matthey

Al B om0

Regulatars, quite rightly, aiso responded and set tighter ermiss.on
liruts to protect our health Meeting these posed a technica)
challenge exactly the sort of thang that M loves best!

|M has applied 1ts science and successfully reduced NOx emissions
by a further 50% In doing so, we have developed the most advanced
catalyst system for diesel vehicles yet Auto makers agree and have
made 1t their number one choice. As a result, IM's market position
has rcreased by some 20 percentage points to around 65%

This all means a new diesel car in 2019 can run just as clean as its
petrol equwalent So consumers no longer need 1o ¢roose between
economics and the environment



Efficient Natural Resources
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Using household waste to power planes —
a new trick for old technology

Fischer Tropsch {FT) technology is not new First developed in
Germany in the early 20th century, it was used to convert synthesis
gas (a mixture of carbon manoxide, carbon dioxide and hydrogen)
into hydrocarbors Fast forward many decades and )M joined forces
with fellow Brinsh long server, BP, to demonstrate £T technology at
a plant in Alaska

But with fluctuating economics for ol and greater impetus for more
sustatnable technologles and circular thinking, JM and BP saw a new
application for fT technology  converting everyday househotd waste
into high grade aviation fuel

Together we have brought to market a process to do just that At its
heart 1s novel reactor technology and a high activity catalyst which
ensures that turning waste into jet fuel 15 not only good for the
environment, 1t's economically attractive too The new process is
three times more productive than traditional technology and requires
only half the capital expenditure

And that's why Fulcrum BioEnergy Inc has hcensed it and is buillding
the first commercial scale plant in Sierra Nevada, USA due to start
production in early 2020 It will convert around 175,000 tonnes of
household waste into some 11 million galions of fuel each year;
enough to fuel 2 plane for more than 180 return flights between
London and New York
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Health

Helping to change the lives of
people affected by breast cancer

Unigue expertise In the development, scale up and manufacture of
complex molecules 15 what )M brings to both innovator and generic
pharmaceutical customers in the attractive and growing small
molecule APl segment

And that's why Immunomedics has chosen JM as its strategic
manufactuning partner for the large scale production of the drug
linker used i IMMU-32 IMMU-32 is Immuneomedics’ breakthrough
therapy for metastatic triple negative breast cancer. IMMU-32 15
classified as an antibody drug conjugate (ADC} which means that,
unlike typical chemotherapy, 1t 1s intended to target and kilt only
cancer cells and spare the body’s healthy cells This sigmficantly cuts
down on side effects experienced by patients

|M's role in getting this breakthrough treatment to patients will
be to manufacture the drug linker used in the IMML-132 ADC

Johnsan Matthey
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Linkers are a critical compeonent of ADCs, providing tte bridge for the
antibody to selectively deliver the drug to tumour cells and at tumour

sites This significantly reduces the amount of the drug that enters the
body, mimimising harmful side effects.

Thanks to jM's early R&D work, we have already smproved the
productivity of the manufacturing process over 2C-fold and have
provided the necessary guantities of AP to treat patients in clinicat trials

The iMMU-132 treatment is at the forefront of new cancer therapies
and with one woman losing the battle against this devastating disease
every single day, M 1s excited to be contnbuting our science and
technology through this partnership
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A battery material capable

of powering a revolution

Battery tecknology 15 going through a peniod of transfermation, and
this change 1s bringing a future 1 which EVs are the norm, closer
every day

Al JM we asked ourselves what it would take 1o develop a cathode matenal

that would support a lithium-ion battery to enable electnc vehicle usage

on a grand scale We looked at a nurmber of strategic factors that are crucial
10 the success of electric vehicles - total cost of ownership, driving range,
safety, acceleration, recharging - end developed our new cathode material,
eLNG, with these consumer priorities in mind.

But for EV adoption to really take off, consumers - unsurprisingly ~
want to pay the same price as they do for & requiar vehicle, or close

to 1t, and they want to have the same refuelling costs, whether their
vehicle uses petral, diesel, or electricity Achseving this 1s a key
differentiator with JM's eLNO, which has an ultra high energy density
compared with bath current materials, and our compettars’ next
generation matenals

And we're pressing ahead with scaling up of this transfarmative
product at our pilot faciity in the North East of England We're also
investing in @ 10,000 metric tonnes commercial scale facility

in Poland (with potential to expand to 100,000 metric tennest
with the plant due to come enline in 2021/22, and we expect to
have our materiai powering EV platforms soon after

1
H
r

Strategic Report |

We are continuing to innovate, as we have done for over
200 years, with science-led products like the advanced SCR,
FT technology, the drug linker for IMMU-32 and eLNO.

All meet a critical need for our customers, for society and consumers, and are helping make
the world a cleaner and a healthier place today and for future generations.

Johnson Matthey
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Our business model

A better future

We create long term value for our shareholders and society.

Qur resources and relationships

Knowhow and intellectual capital

IM's competitive advantage 15 its science
and technology We use our industry
leading capabilities across cur sectors to
create sustainable solutions We own
patents covering our science, technelogy
and processes

Financial

We invest for growth using equity from our
shareholders, raised debt and cash flow
delivered by our sectors

Customer relationships

We draw on our deep relationships with
customers to understand how best to apply
our science to sobve therr problems

Natural resources

We source raw mateniafs responsibly and
use them as efficiently as possible We also
recycle platinum group metals (pgms)

Manufacturing operations

We have a global network of manufacturing
plants, application centres and laboratories

People

QOur 14,800 people share a passion for
making a difference to the world They
bring the talent, expertise and innovative
thinking needed to drive growth and
efficiency in iM

Underpinned by our values

Science

Our science 1s world class 'We rnvest i it and i our
scentihic talent Our skills and knowledge are
acknowledged across the scientific community and
amengst customers

We have nine core science capabihities {see page 35)
which provide us with fundamental insights about
materials, their design and then the control of therr
actwvity threugh chemical and functional manipulation

Customers

Our saience directs where we play We apply it in
technology driven markets and generate high margins
from it Thes drives high returns

Collaboration and strong customer relationships are crucial
in providing a high quality tallored service Together, we put
okt inspiring science to work to enhance life

Qur custommers are mostly other industrial companies,
operating In the transport, energy, chemicals and
healthcare segments

Operations

Our global manufacturing operations create highly specified
physical products for our customers

We manufacture efficiently and respansibly to drive
ecenomic and environmental perfarmance, and have
programmes In place to optimise our manufacturing assets

We continue 1o imprave our global standards and systemns to
enable us to operate every aspect of our business efficiently
from strategy 1o supply chain, from innovation to IT

People

Everyone in JM plays their part in taking ideas from the
lab to full scale commercial success.

We hire the best people with the right skills and suppart
them n an (nnovative culture that encourages them to
develop and grow

OQur people are motvated by working for a company trat
15 making the werld cieaner and healtruer This s an
important differentiator 1p attracting and retaining the
very best

Protecting people Acting with

Our values provide the strong foundation, ¢ "
and the planet integrity

shaping the rnght cuiture to deliver our strategy

Jehnson Matthey
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We create sustained value and growth through the effective use of our resources

and our relationships.

We act in hine with our core values which together with our focus on building on a more sustainable business,
drive us towards cur vision for a cleaner, healthier world

Our competitive advantage 1s in combimng
knowledge of the fundamental science with
commercial and scalable solutions, which can
be custormsed for every customer

This combination enables us to outperformin our
target markets and creates high barners to entry

QOur customers choose us because of our science

See pages 34 Lo Y for mere mrormation

We work closely with our custemers to develop
solutions which enable them to bring their products
to market faster, improve the performance of their
products and reduce their environmental smpact

We provide thern with functional products that heip them
create more sustainable products and solutions

We also provide specialist services such as the refining
and recycling of pgms and process technology used to
design chemical plants.

See paaes 40 1 47 for mare rrormation

We Invest in our manufactunng capacity to meet
customers' future demand and have the ability to
flex our cost base If our markets slow

We demand high returns from our investments,
with a target of at least 20%, which drives continued
improvement in operational efficiency

- Ser Panes AR 1y 54 Tor e aformiation,

We are driven by values which means we always
keep each other safe, work with clear intentions
and respect, and do the night thing for cur people
and our planet

They are supporting us as we are evolving to take
decisions more quickly, to be more open minded
to new possibilities, to share more and stay
confident through times of uncertainty

How we create and share value

For society
Value we create Value we share
= Cleaner, healthier ~ Operational Positive irnpact ot
world carbon footprint |M's products
2.9 tonnes COz ., 87.30/0
per tonnes of output sales from products

contributing to UN SDGs

For shareholders and other stakeholders

Value we create Value we share
« Attractive returns Sales growth ROIC
* Taxes paid to 10%w£4.2bn 16.4%
authorities
Underlying operating Average working capital
profit margin {excluding precious metals)

1 3.40/0 59 days

Underlying earnings
per share

228.8p

For our people

Value we create Value we share
* Strong culture Health and safety Emptoyee engagement
+ Employment and lost time injury and score of

opportunities itiness rate (LTIIR) of 590/0

0.53

For our company

Value we create Value we share

= Cash to reinvest Technotogy leadership
In our science, through R&D investment
infrastructure
and people £1 gom

Bl Se paces 600 75 For pore eonmialu
Bl e aes 70 10 33000 key pecformance ndn At e
Working Innovating Owning
together and improving what we do

Jehnson Matthey
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Our sustainability framework

The path to our vision

Through leading edge science and technology.

QOur sustainable business
framework is all about
embedding our vision for a
cleaner, healthier world through
all aspects of our business and
supply chains. We have six
goals to 2025 which we use to
measure our progress towards
our vision.

The route to a more sustainable future
brings many challenges that must be
tackled In setting our vision for a cleaner
healthier world, we have made 1t our
business to use our cutting edge science
to create sustainable technoleogies that
contribute to the solution

Our six sustainable business goals

Heaith and
satety

1

For health and safety, aspire to
zero harm.

Rrad meieor pegesfidtat?

n Pays 22

Johnson Matthey
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Sustairability 1s therefore an integrat
part of our strategy and governance
It is at the heart of our brand and our
employee promise I is engrained in ocur
company values

1115 clear that socsety is becoming
more aware and active in the dnive for
sustainable development Consumers want
to know that the things they buy are
produced in a socially and environmentally
responsible way

Thus 15 increasingly impact:ng business
to business organisations like JM and
that's why we believe the sustainabtlity
credentials associated with cur science-led
solutions will become more and more
attractive to customers and consumers.

QOur
peaple

2

Ensure |M is a truly inclusive organisation
that fosters employee engagement and
development within a diverse and

global workforce.

Read more on pages GO to 69

‘ Faye 5/

At the same time, this increased
demand for sustainable products requires
us to focus beyond our operations and
products and censider the whole of our
vaiue chain

Therefore, when we reached the
end of our first sustainable business
programme in 2017, we designed the
next leg of our groupwide procgramme to
address our whole value chain {page 25)
We aligned this with the matenal 1ssues
faced by our broader stakeholders
(page 27} and oriented our ambitions
with the UN 5DGs

B e page 238 500 2 sumimary of Jur performance
Lawards our six sustariabile Business goals

Law carbon
opetations

3

Reduce our greenhouse gas {GHG)
emisslons per unit of production
output by 25%.

flead irome o pages 52 ard 57

u tayr it
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1
Our six goals address our whole value chain
= n :
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Responsible Sustainable Community
sourcing products engagement
Improve sustalnable business practices Double the positive impact that |M's Increase the use of volunteer hours to
in aur supply chalns and, throu?h products, services and technologies support our community and charity
collaboration, ensure full compliance make to a cleaner, healthier world partners through the jM employee
with our minimum standards from volunteering programme.
strategic suppliers.
wead Mok an pages o Ana 48 o
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Jehnion Matthey
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Our sustainability framework continued

Sustainable technologies
with impact

Our contribution to the UN SDGs.

The UN SDGs are a collection of 17 global goals set by the United Nations General Assembly in
2015. They contain 169 sub targets to be achieved by 2030. JM is afready making a significant
impact. In 2018/19, 87.3% of our sales (2017/18: 86.9%) came from products and services that
positively contributed to the UN SDGs.

How M products and services support the aims of the UN SDGs

The UNSDGs cover sacial and economic deve'opment 1ssues inclucing poverty, hunger, health, education, gioba! Sustainabie

warming, gender eguality, water, sarutation, erergy, urbamsation, environment and social justice products
The figure below shows the breakdown of |M's sales across its businesses in 2018/19 and their relative contribution

to each of the UN SDGs. The larger the coloured circle, the greater the sales value 5

. * Light Duty Vehicle Catalysts . .

Clean Air

+ Heavy Duty Diesel Catalysts ® ®
Sustained

+ Other - Stationary [ ]
growth

I
. v [ Te . .

Efficent | | (ot oo e A

! d . . .
Natural 1 « Advanced Glass Technoiogles -
Resources ©+ Diagnostic Services . . . . -
Market leading
growth '
- o
Health | pre :
Break out )
growth

+ Alternative Powertrain . . ®
New - Medical Device Components °
Markets + Life Scrence Techrologres - .
Break out « QOther " . B . .
growth in
battery
materials
M Total ® . . . ® . ® © -

26

UN Sustainab e
Development Goals

Johnson Matthey

Alaalle aban &ocrsis st




Our Qur
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model framework

Our
strategy

o Our . QOur
stakeholders KPls
|

Meeting stakeholders’ expectations

Qur regular materiahty assessment helps us to focus on the areas that matter most te our stakeholders and where we make
the greatest positive or negative contribution to society From it we define our material areas We review them every year,
either by engaging with our stakeholders through an externai consultancy or by conducting our own internal review_ In
2018/19 we carried out an internal review which considered feedback from stakeholders gained through our irteractions
with them during the year

What matters most

Through talking to stakeholders, JM has identified the topics that are ‘material’ to them Our goals aligr with those topics

1anes A4 and 241 GRIStandard (oot nden

Materiality map

The map below highlights the areas of focus for JM which we have identified as key to our business ard most
important to our stzkeholders 1t shows how we have aligned these te our six sustainable business goals
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operations engagement

Governance
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wadersuo

Lhmde

changa rsk s abuity

1o impact
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Our stakeholders

Working together

Shaping our strategy with our stakeholders.

Our key stakeholders

Customers '

n Seppa e

Ser pages 01047

Investors !

R —

B seepages 73and 115 [ seepagevs |
Governments

and trade
associations

! Ser paye 94

B s prage 73

Suppliers and
other partners :

A s pages 1/ and
4910 o]

See pagye 91

Our people

- u Se pene

Suepengr of) 5

Communities

- Sor e o u n g

johnson Matthey

Arrea'le cdan = oo 0k Ll

By working closely with our custcmers, we aim
to provide them with the best selutions and
excellent service

IM s histed on the London Stock Exchange and is a
constituent of the FTSE 100

We provide investors with fair, balarnced and
understandable nfermation about the company, its
performance and prospects We encourage two
way conversation and regularly seek their feedback

We inform and contribute to debate, mostly in
areas where our science and technology
expertise can have & positive impact We see our
role as being a technical expert

We work closely with our core supphers. We also
participate 1n collaborative scientific programmaes
with other companies and academic experts.

Our people drive ou- business We want them to
be engaged with ou- vision and to feel confident
that they are coming to work in a safe, ethical
and inclusive environment

Our operations are part of {ocal communities
around the world We stnive to be a good citizen
and provide high guality emplayment
opportunities

Why we engage

Understanding customers’ complex
problems helps us research, develop
and apply our science to give them
the best sclutiens to their challenges

By providing open and transparent
information and engaging in two way
diatogue, investors are able to make
informed investment decisions

Policy and regulatory changes affect
many aspects of our business. They
create a framework 1n which we
must operate and their impact on
our customers and society can
provide opportunities for growth.

Dialogue with suppliers 1s essential to
mitigate nisks in the value chain and
ensure a responsible approach
Collaborative relationships with other
sclence experts in industry and
academia furthers our technical
expertise

High levels of engagerment and
enablernent in a safe, more
sustainable and supportive culture
contnbutes directly to JM's success

We engage with communities to
understand how we can make a
positive impact, (n hine with our
vision for a cleaner, healthier world



QOur stakeholders are crucial to our long term success.

Qur Cur . .
“::: ' business sustainabihity SlﬂkEO’luD'ldgrg . 3’:;
s maodet framework )

Their views inform and belp shape our strategy We work with themn as we execute it, they input into it and benefit from the value 1t
creates We always seek to engage with and listen to our stakeholders to understard the rviews We ta-lor this in different ways for our
different stakeho'ders so that it encourages them to share with us what they expect or need from us, or teil us about ary concerns

Our impact

We provide world class screntific solutions that make
the world cleaner and healthier.

Feedback from investers farms part of the board's
strategic discussions

By sharing information about what 1s technically
possible, we have provided useful insight for
pelicymakers in areas such as vehicie emissions
legislation

Qur Supplier Code of Conduct aims o ensure
responsible behaviours in our value chains Our
scientific collaborations create mutually beneficial
outcomes for IM and our partners

Our employee engagement survey helps us to focus
on the areas that matter most to our people |

Qur community mvestments around the world
support local projects through provision of cash and
through volunteering

' Pdge 73 Lo rnan alin v L ex 2rhe slakenn'ders

Working together

Developing a hydrogen economy

Much of what we do and where we are investing are alreacly
supporting glabal moves towards greener economies and
will continue to deliver important offerings in the future
But we can't go it aone That's why we join with others
who share our purpose and complement our expertise

in September 2018 we became a steering member
of the Hydrogen Councit, the largest industry-led effort
seeking to develop the hydrogen economy A substantial
increase in the use of hydrogen as a source of energy
would make a meamingful contribution to reducing
greenhouse gases

Being or the Hydrogen Council provides much deeper
insight for JM's business on different global strategies and
also allows us to forge important alliances and partnerships
And with JM’s technologies, we have an importanrt role to
play in this area

Also in September 2018, ITM Power, the energy storage
and clean fuel company, opened its seventh public access
hydrogen refuelling station (HRS) at |M's site i Swindon, UK,
the home of our fuel ceil component manufacturing facility

The station uses electricity, via a renewable energy
contract, and water to generate hydrogen on site with no
need for debveries

This HRS 15 the first of two stations in the UK to be
deployed as part of the pan European H2ME2 project,
which was funded by the European Fuei Celi and Hydrogen
Joint Undertaking and the Office of Low Emission Vehicles.

More than 60 peaple, including representatives from
IM, gathered at the openuing in Swindon The opening was
alsc supported by Toyota, Hyundar and Honoa who also
presented and participated in a Q&A session Following
this, the attendees were invited to take a test drive in a
fuel cell electric vehicle on a short route nearby

Johnson Matthey
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Our KPls

How we measure performance

We have 13 key performance indicators (KPis) which we use to measure our financial and non-financial
performance. Our KPls measure progress against our strategy. Our performance against our KPIs is

explained beiow.

Group financial objectives

Growth in sales excluding precious metals (sales)

Monitoring sales growth at constant currency 1s a measure of
the growth of the business in many cases, varations in the
value of the prectous metals contained within our products
are passed directly on o our customers Therefore 10 measure
the growth of the group, we use sales excluding the value of
precious metals

Underlying operating profit margin

Underlying cperating profit margin 15 8 measure of how we
convert our sales into underlying operating profit and a
measure of efficiency in our busimess We aim 1o Increase our
operating Margin year on year s we. improve our efficiency
to take costs out, Improve our effectiveness as we focus on
higher value added products for our customers, and as we
introduce new products through innovation to serve our
customers' changing needs.

13.4%

Performance in 2018/19

Ir 2018/19, sales at constant
currency grew by 10% to
£4,214 miihon (2017418, 7%)
with good growth across all four
sectors Growth in Clean Air and
New Markets was double digit

B rages s tomn

In 2018/19, underlying operating
margin was broadly stable at 13 4%
{2017/18 13 6%} as we balanced
improving efficiency with investing
for future growth.

B rove. 77082

Underlying earnings per share

Undertying earnings per share s the principal measure used to

assess the overall profitability of the group The following

items are excluded from underlying earnings as they do not

allow for a consistent comparison of performance between

financial years

+ Amortisation and impairment of intangible assets ansing
on acquisttion of busmesses (acquired intangibles)

= Major impairment and restructuring charges

« Profit or loss on disposal of businesses

* Garn or loss on significant legal proceedings together with
assoclated legat costs

= Tax on the above and major tax items arsing from changes
In legislation.

228.8p

Return on invested capital {ROIC)*

[M's business model of applying world class science efficiently
to solve customers’ complex problems generates high returns
We define ROIC as underlying operating profit divided by the
monthly average of equity, excluding post tax pension net
assets, plus net debt for the same period ROIC for inchvidual
sectors 1s calculated using average monthly segmental net
assets as the denominator

P We have chae e na slefi aliosr of ROIC s year Tooexe b dda pst peeoson
Astels an hiae are 1y gpeErd fig assels

Average working capital (excluding precious metais)

Average working capital days (as defined on page 189} 15 3
measure of efficiency in the business with lower days driving
higher returns and a healthier liguidity pos tion for the group
We exclude precrous metals as our precious metal working
caprtal 15 a function of our customers’ choiwces and therefore
not fully under our control It car have a material effect on the
qrodp’s working capital days

59 days

Jehnson Matthey

Arreal e etane Ao rts 20

This year, underlying earnings

per share increased by 10% to

228 8 pence It grew ahead of
underlying operating profit,
benefiting from a lower tax rate

A reconciliation from underlying
profit for the year to profit for the
yEar is given in note 4 on page 179

H Fages VO 187

The group’s ROIC* decreased from
17 D% to 16 4%, mainly a result
of both higher capex and higher
precious metal working capital
through the year which was due
to unscheduled downtime at our
UK pgm refinery

Page #3

Our average working capital days
{excluding precious metal)
improved by three days This
reflects our continued focus on,
ard d'sapl.ned management of,
warking capitat across JM

13ge 41



Group non-financial objectives

Science

£190m

Customers

Customer satisfaction
(out of 10)

8.3

% sales fram products
contributing to UN SDGs

87.3%

Operations

2.9 tonnes CO, .,

Cur
business
mode!

Qur
strategy

Gross research and development expenditure
Johnson Matthey's strategy delivers sustatnable growth
through applying science and technolegy to meet the global
chalflenges and opportunities from clean air, improved health
and efficient use of natural resources To maintain cur
competitive advantage and enab e future growth, we invest
in research and development

Customer satisfaction

Applying our world class science etficiently to sclve our
customers’ complex problems creates leading market positions
far M We track customer satisfaztion 2s a measure of how we
are maintaining our competitive advantage and to understand
the health of our future business

We use an external supplier {o ensure a consistent and
independent survey We receve hrgh quality analytics and
feedback which 15 used to drive clear actions in the business

Positlve impact of JM's products

M uses its science and technology expertise to create
products that have a positive imgact on the planet We track
progress towards our vision for a cleaner, healthler world by
measuring the percentage of our sales that come from
products that make a positive contribution ta the UN's
sustainable development goals {UN SDGs) A detailed
definition of thus KPtis provided on pages 236 and 237

Our '

Qur Our
sustainaty ity stakeholders KPls
framework .

Performance in 2018/19

The group's research and
development expenditure was
broadly maintained at £130 mulhon
as we continued to invest in more
efficient and targeted ways

- Paves 34 0 39

in 2018/19 we carned out our first
standardised customer satisfaction
survey with customers representing
circa 80% of szles in Efficient
Matural Resources Our score of

8 3 out of 1015 above the industry
norm of 7 6 ard 15 a pleasing result
We will report this KPI as a measure
across all four sectors next year

- FPace 44

in 2018/19 the percentage of sales
from products that pasitively
contributed to the UN SDGs was
87.3%, up from 86 9% last year
Qur sustamable business goal is

to increase this to >90% by 2025

Pates 1310 21 25, 26 43 and 42

Operational carbon footprint per unit of production output

Our operational carbon footprint, reported in tonnes of
carbon dioxide equivalent (CO, ), includes Scope 1 and
Scope 2 emissions It is a measure of the carbon intensity
of cur operations We narmalise our carbon emissions
based on production output which we define as tonnes of
manufactured product sold externally’ Only sold products
manufactured on M premises are indluded A detailed
definition of this KPl 15 provided on pages 235 and 236

This year the group's operational
carben footprint per umit of
production cutput reduced from
3 416 2 9 tonnes CO, equivalent
per tonnes of ocutput This is due
to us Increasing the proportion of
our electricity that Is derived from
reneviable soa-ces

B roenz 527 S g 77

Johnson Matthey
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Qur KPls continued

Group non-financial objectives

Operations (continued)

since 1st Aprit 2017

17%

76%

People

LTIHR of 0.53

59%

Jehnsen Matthey
32
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% strategic suppilers assessed

% mn comphance with |M
Supphier Code of Conduct

Performance in 2018/19

Responsible sourcing - strategic suppliers assessed and it compliance with

JM Supplier Code of Conduct

We seek to ensure sustainable and responsible business
practices in our supply chains through measuring the
percentage of cur Tier 1 strategic suppliers assessed and
compliant with JM's Supplier Code of Conduct A detailed
defimtion of this KPl 1s givery on page 236

Health and safety

Making sure our peopie go home in the same, or better, state
than when they came to work 15 everyone's responsibility in
IM That's why we place huge emphasis on health and safety.
We drive the righl behaviours through our values and through
health and safety programmes across the group. Rigarous
health and safety systems apply across all facihties and we
actively manage cur safety performance through monitonng
the incidence and causes of accidents that result in lost ime

Lost time injury and illness rate {LTIIR) 15 defined as the
number of lost workday cases per 200,000 hours worked in
a relling year A detailed definition of this KPI 1s provided
on page 235

* Restated sce page 73

Employee engagement

An engaged workforce 15 & key driver of performance
Our global yourSay survey, carried out every two years,
looks at the key drivers of employee engagement
Further details are provided on page 64

We use employee engagement as a measure of how
comrmitted and mativated our people are to give their best
to Johnson Matthey

A detailed definition of this KPI 1s provided on page 235

Since the programme was
introduced in 2017, we have
assessed 17% of our Tier 1 strategic
supgpliers and of thase, 76%

were fully compliant with our
Suppler Code of Conduct

' Faye 51

The group’s LTIIR was broadly

flat this yearat 0 53 We are
disappointed in our performance
against this lagging indicator, we
understand the drivers of this and
are tackhng it Encouragingly, our
leading indicators of performance
are improving.

- Pages 64 1o /3 Uur app-oach
heaith and satety

Our employee engagement score
In Septemmber 2018 was 59%
{November 2016 62%) We have
action plans in place that continue
to focus on improving the
effectiveness of our employee
engagement actrvities with the
aim of increasing our employee
engagement score

‘ Fages b o b 500 M and £ barther
deails of woat vae'we heen caing ta
egage oar peaphe over e last vear
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Group non-financial objectives
People (Continued) Performance in 2018/19
Volunteering in the community
Volunteering days taken Carnng for others i aur communit es 15 part of our culture In 2018/19 |M employees took
by |M employees and 15 refiected i our values. That s why we support 1,116 volunteening days (2017718
employee volunteening and allow our people two days of 678 days) This increase 15 pleasing
paid volunteering leave each year Ve measure the number as we sta-ted to raise awareness of
of votunteering days taken by jM’s employees per year the benefits of volunteering during
-, £
' Thus 1s part of our wider target of achieving a cumulative total the year We have also simplitied

the orocess of volunteer.ng with

a global employee online systemn
fo- employees to register and track
their volunteering

of 50,000 days between 1st April 2017 and 31st March 2025
A detaited definition of this KPI is given on page 237

When combined with the days
taken in 2018/19, IM employees
have taken 1,794 days of paid
voiunteering leave

- ] Page n

Non-financial infermation statement

IM has a range of different of policies and standards in place to manage our pnincipal risks 2nd which form part of our internal control
framework These are referenced throughout the Strategic Report The table below shows how we meet the non-financial reporting requirements
contained In sections 414CA and 4 14CB of the Companies Act 2006 |t summarises the material policies 1dentified in line with these repeorting
reguirements and is Intended to help our stakehelders understand our position on non-financial matters

Rupoarting requirement Pollcies and standards that govern our approach and controls Relevant principal risk Page raference
Environmerital matters * Environment, Health and Safety Policy™ [ -] 69
* Policy on animal testing* 55

+ Ethical and Sustainable Procurement Policy™ 50

« Supplier Code of Conduct® 501te 51

Employees » Code of ethics* 68
« Equal Opportunities and Training and Development of People Policies™ 65

* Global Flexible Warking Policy 69

+ Board Dwersity Policy™ 1312

= Speak up process 68 10 69

« Environment, Health and Safety Policy* 69

+ Eight lifesaving pelicies 69

* Warking Together Policy 69

+ Global Parental Leave Policy 69

* Mental wellbeing commitment 69

* Investigations Policy 69

= Corporate Governance Framework 108 to 109

Soclaf matters * Employee Volunteering Policy 07
Respect for human rights * Modern Slavery Statement™ 11 51
* Code of ethics* 68

+ Data Protection Policy and Empioyee Privacy Notice 69

« Ethical and Sustamnable Pracurement Pohey* 50

* Supplier Code of Conduct™ 50to 51

Antl-corruption and * Anti Bnibery and Co-ruption Policy 19 69
anti-bribery matters * Code of ethics* 68
» Trade and Export Controls Poli.cy 69

= investigations Policy 69

= finanaal Cnime Policy 69

» Tax strategy 88

* Conflict of Interests Policy 69

* Competition Law Po'icy 69

Oue diligence and outcome -~ _

Business model - (Rl d:F=17] 221?23
HEnENR

+
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Science and technology, and our ability to
translate them into solutions for our customers,
are our competitive advantage

cience

Our people deliver world class science which creates differentiation that supports
high margins and leading market positions for M.

Nine core areas of scientific capability, We have over 1,500 dedicated scientists
developed over many years, form the in johnson Matthey with wide ranging
foundation of our knowledge, and we expertise who give us a diverse

draw on them again and aga!n across our perspective on the problems we tackle
businesses and products We interweave These scientists coliaborate to

these capabihties into products and understand the fundamentals of what's
services that solve our customers’ required, explore innovative solutions and
challenging preblems We focus on the deliver the outcomes our customers need.
complex and the difficult And we win We understand what 1s happening at the
based on cur technolegy Our scientific sub-micron level, so we can address
capabilities provide the opportunities complex problems at a global scale

for us to drive growth

World class science capabilities Cleverly applied Value for jM

Material design Provision of
and engineering customised solutions

Characterisation

Chemical synthesi
and modelling emical synthests

Solutions
[ ]
+ for

. customers

o . Surface chemistr Development of nhew and

Product formulation H Process optimisation ) ¥ P N
I and coatings next generation products
R e al N —— - —_ - JR— [ -

lohnson Matthey
Araa Bepir a2 0 g

Pgm chemistry Catalysis and . Scale up of complex
R Electrochemistry .
and metallurgy advanced materials ‘ : manufacturing
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Science continued

The science behind our products

Our scientists draw on a range of skills to design and produce functional matenals including catalysts, vath the required performance
We design molecules and understand how they react and we deliver them in a form that our custormers can use We test their
performance from jab scale to manufacturing, ensuring safe handling. operation and dispasal

Our science in action

Tackling global

issues Clean air for all

Selective catalyst systems to reduce emissions of harmful gases, like NOx, from vehicle exhaust,

Providing the combined with filters to remove particulates.

solution i
Minimising vehicle emissions to protect health and the environment.

; - - -
i

Translating ‘
scientific ‘

capabilities .
Catalysis and Material design Surface chemistry Scale up of complex
advanced materials and engineering ‘ and coatings | manufacturing
Fundamental ‘ Analytical science, models to predict interactions of molecules,
understanding fundamental knowledge of materials at the atomic scale
i *
| Diamond Light Source
. : Universities Catalysis Hub | Access to UK's national Outreach and
Collaboration © Latest thinking on Leading edge catalyst synchrotron and start ups for fresh
. science fundamentals research advanced scientific perspectives

| microscope facilities

How we innovate

Having people with such a diverse range of scientific knowledge and experience concentrated at our R&D locations creates
opportunities for innovation We share our knowledge across the company and reach out externa ly to complement the skill sets
we have

*  Supporting PhD students and collaboraticn with unwversities to give us access to specialist equipment and science.
+  Setting challenges and running ideation campaigns to bring people together with different perspectives on a problem

*  lnvesting in organisations and facihities, such as the UK synchrotron facility and Catalysis Hub, to build relationships,
understanding and access to assels needed

*  Scouting for the best partners where we identify an opportunity to grow.

Johnsan Matthey
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Catacel SSR — shaping a new era of clean energy

Hydrogen is a versatile energy source which offers an important route
in the transition to clean, low carbon power.

Today it 15 used primardy in 01! refinenes to remove sulphur
from fuels and for ammoma and methanol production But f
future predictions on alternative routes to energy are reatised,
len times the current amount of hydrogen will be required
M already supplies cataiysts, in the form of peliets, to produce
hydrogen by reacting steam at high temperature and pressure
with methane from naturai gas (steam reforming) Using this
existing knowledge and our world class science, we've
developed a new high performance engineered catalytic
solution for hydrogen production

We call it Catacei Structured Steam Reforming (S5R)
Why? Because 1115 a coated, metal foil based, engineered
calalyst that 1s an alternative to the conventiona!l ceramic peliet
impregnated with a catalyst

Watch How Catacel 85K 1s changing the game for steam reformiing
A ey convnews era dean eneroy

The outcerne for customers is increased plant throughput
of up to 20%, without capital investment of a new plant, less
wear and tear on the reformer reactor tubes and fuel savings

So how does 11 work? The design of the catalyst is a balance
between many competing requirements such as its strength, how
heat 15 transferred, how active it 1s and how evenly gases flow in
and around 1t The engineered structure of Catacel SSR enables
it to stretch many of the hm:tations imposed by ceramic peilets

In developing a product like this we draw on a wide range
of skills and our collaberations both in-house and through our
close lraison with universities and research institutes And by
scaling up the manufacture of the catalyst and designing 1t as
a drop in substitute, our customers have the choice to move
seamlessly from petlets to Catacel SSR

The science and technology behind Catacel SSR, and the
custorner value it creates, gained external recognition this year
when 1t was awarded as winner of the |IChemE Ol and Gas
Award 2018

We recognise that some of the best ideas will come from open innovation. So we look for partnerships and collaboration in the

broader world of innovation.

This means we stimutate thought and hear about new approaches first hand A few of the ways we have been reaching out to the

wider innavation cornmumty include

#cleanairtech

We ran a meet up event called 'The air
that we breathe’ at London Tech Week
2018 and commissioned a White Paper
on clean air technology We brought
tagether over 50 peaple all focused

on cleaning our air and, together, we
catalysed a clean air tech community,
#cleanairtech, of start ups, like minded
corporations, academics. regulators and
influencers The group iooked at 1ssues
of air quality measurement, the cost of
poor air quakity, products and solutions
that are being worked on, and leading
the drive to )1mprove air quality. Such
collaborative working groups give us a
freshness in our approach to tackling
some of the world's biggest problems

At ey carnec o ans rtevn

Smogathon

We joined the Polarnd Smogathon event
in 2018, which focuses cn innovations
in atr purification As a partner at the
event, we selected challenges and were
part of the panet reviewing solutions
being pitched by start up companies
This is a great way of hearing about new
and exciting 1deas to tackle air polluticn
and support those who present the best
projects We are aiso able to share our
expertise in the field of air purification,
providing advice and insights to startups
and the breader technical community

B hti s sewgathan rom

Axisinnovation

We have connected with the innovation
ecosystem of israel, a country renowned
as a source of innovative technology and
business models, seeking cut technologies
that relate to our agrochemicat and air
punfication activities Tapping into this
ecosystemn, which includes universities,
start ups, institutes and accelerators
helped us understand how we can
contribute We are now looking 1o
strengthen our links further and devetop
mutually beneficial partnershups

B Hus sveww axisir cvation corfimevent

Johtson Matthey
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Science continued

Managing science and technology

In 2018/19 we invested £190 million in
R&D, including £19 million of capitalised
R&D, which represents around 5% of our
annual sales {2017/18 £193 miilion,
inciuding £18 mithon of capitalised R&D,
representing 5% of arnual sales) We
mamtaimed our investment this year as
we continued to invest in a more efficient
ard targeted way, and in alignment with
our strategic aims Ir this way, we
continue to make excellent progress to
sharpen our focus on creating value from
our leading technolegy

Our strateqy, aligned with our vision
for a world that's cleaner and healthier,
helps us focus our science and
technotogy We use t2chno'ogy road
mapping as a tool to identify future
growth opportunities for our business
and how to deliver them Technclogy
road mapping facilitates high quality
conversations across cur sectors and
functions about the future of cur
business 1t allows us to map our core
capabilities against future opportunity
and helps us identify capabilities we can
add to enable or accelerate progress.
During the last year we have developed
rcad maps that define market drivers,
praducts and the capabtlities we wil:
need to innovatle acress our business.

Gasoline particulate filters —
cleaning the air we breathe

For us, innovation is ke reafisation
of value from know edge, and road maps
help us to identfy where and how to
invest in our R&D Our new product
introducticn process supperts this and
15 used by our businesses in delivering
their strategic plans

These roadmaps also enable forward
looking conversations with currert and
future customers to identify new product
and market opportunities for JM to
extend its competitive advantage through
our world class science and techno'ogy

Increasing numbers of petrol (gasoline) vehicles on our roads and the
advent of tighter legislation to control their exhaust emissions bring
new challenges in cleaning the air.

Gasotine direct injection engines are very efficient. meaning less C2, 1s emitted But

there 15 a downside, more and smaller particles of soot are produced which are harmful

to our heaith and need to be removed from the exhaust gases That's why (M has
developed a three way filter which acts as both a three way catalyst to significantly

reduce harmfui gaseous emissions and as a filter to take out the vast numbers of smali,

fine particies

Working closely with cur customers, we have developed and designed our
technology to meet their requirements for catatyst activity and filtration efficiency
while mmnimising the impact on exhaust gas flow

Many aspects of scientific knowledge must coinaide to deliver an engineered
product that is fit for purpose We use advanced imaging techniques to build up a
picture of the filter structure, 1n coliaboration with academic experts We use
computers to model how gas flows through the fter walls and along 1ts channels, we

formulate catalyst matenial with long lasting activity; and we evatuate different coating

techriques to give a highly effective active coated surface which promotes filtration
efficiency but doesn't block up the filter And to doe alt this we rely on culiing edge
capzability in computational model ing and advanced microscopy

As a result, we have developed gasoline particulate filters that meet the Euro 6d
Final legis'ation, the toughest in the world for particutatc number emissiens, 1In both
laboratory testing and when tested in real wor d doving concitions on the roac

johnson Matthey
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Active pharmaceutical ingredients -
helping people live longer healthier lives

Our aim is to make the world a cleaner, healthier place, and we are
proud of the positive impact our science can make on the air, the
resources of the world and the health of people around us.

The active pharmaceutical ingredients [APIs) we make are the
power behind life changing therapeutics such as apomorphine
which is used to treat the symptoms of Parkinson's disease.
Treated with this active ingredient, people with severe
Parkinson's disease can regain their independence and continue
to do the things they enjoy Our APIs are also found in drugs
that are used to manage Duchenne muscular dystrophy, a
genetic disorder in children where progressive muscle
degeneration causes weakness It 15 the complex APl molecules
that cause the therapeutic effect and cur abihity to manufacture
them rehiably and effectively means adutts and children can five
more fulfilling hives

IM helps pharmaceutical customers to develop and bring
to the marketplace the active ingredients for these life changing
drugs Pharmaceutical ingredients are usually molecules with
complex structures and often require many different reaction
steps and purification We use our scientific skili and creativity
1o find the shortest, most precise and efficient reaction
pathways And from there we develop effective, reliable routes
to manufacture high quality complex melecules — molecules
that have a profound impact on many people's lives

R&D employees Distribution of R&D expenditure

Gross R&D expenditure

S ol 1t A

lohnson Matthey
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Putting our inspiring science to work for

our customers

Customers

Collaboration and strong relationships with our customers are crucial. Together, we put our inspiring

science to work to enhance life.

Using our science to solve our custemers'
complex problems 15 at the heart of our
strategy. Choosing |M enables our
customners to bring their products and
ideas to market faster, improve the
perfarmance of their preducts and
reduce their environmental impact
This creates vatue for them, and 1t
creates value for JM - through high
margin products from which we
generate strong returns.

Directed by our vision for a cleaner,
healthier world, we operate in growing
markets The breadth of our markets and
the depth of our science give us strength

And we're challenging ourselves
to improve Threugh ocur Commercial
Excellence programme (pages 43 and 44),
we are growing our people, delivering an
enhanced experience all round for our
customers and, at the same time,
creating more value for |M

Our products and services do
amazing things when cur customers
use them - this is one of the major ways
we make the world cleaner and healthier.
So we are measuring this through our
sustainable business goal 5 and aim to
doubte the positive impact our products
and services have by 2025

Our global markets and segments

The markets we serve are directed by our science and driven by our technology. As a result,
we create leading technology positions, often in niches within larger markets,

These markets aggregate into four main glabal economic
segments through which our science can enable prosperity and

a cleaner, healthier world They are

= Transpert (principaily automotive, with saome marine

and aerospace)

*  Energy {fuels and electricily generation)

Sustainable business goals

Sustainable
products

5

Beyond these, we also monitor the critical raw materials and
commodities used in these spaces In the case of platnum

group metals (pgms), we are a globally recognised expert in

«  Chemicals (including agrochemicals, food and beverage)

*  Healthcare (both pharmaceuticals and medical)

their market fundamentals and applications

Johnson Matthey
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Customers continued

Segment trends and dynamics

Transport

The automotive industry continues to
experience a period of unprecedented
change Economic weakness coupied with
powertrain shifts and legislative change
(including subsidies) are impacting the
industry As a result, the total production
of ight duty vehicles (LDVs) fell shghtly
this year to just under 94 midlion units’
The LBV market {covering all powertrains)
15 expected to return to growth in the
medium term, ~2 4% compound annual
growth {CAGR) with total production
passing 100 mdlion units! in the earty
2020s However, longer term, LDV
growth Is expected to slow with an
ncreas:ng proportion of the population
Iiving 1n cities, and consumer behaviour
shifting towards different vehicle
ownership models, car sharing and
alternative maodes of transport, for
example, cycling

But for those vehicles that are
produced, alternative pawertrains are
expected to become an increasing part
of the mix Analysts expect a move away
from pure internal combustion engine
(ICE) vehicles over time, with hybrid,
battery electric (BEVs) and / or fuel celi
etectric vehicles {FCEVs) becoming more
common These powertrain shifts,
together with the emergence of
innovative vehicle ownership and access
models, along with a rising degree of
connectedness and automation, are
transforming the mabiiity landscape

Heavy duty vehicle (HDV) production
was 3 7 million units 1n 2018/19 and
this remains a cychical market

While vehicle production s a growth
driver for JM. next generation, tighter
emussion control legislation, particularly
in Asia, s an addionat, more significant
opportunity for us.

This mobiiity transition 15 not
expected to be quick, with most market
evolution studies showing a gradual
uptake of alternative powertrains in LDVs
through the 20205 JM assumes BEV
penetration of ~6% by 2025 and notes
the high degree of uncertainty associated
with these prajections The transition for
HDVs 15 expected tc be more gradual

Alternative powertra’ns are also starting
to appear in other forms of transport

{e g trains) and industrial apphications
(e g fork-hft trucks} for M, this means
expanding our offering, app'ying our
science to develap solutions tc enable and
deal with the expected ugtick i1 demand
and a potential shift inte new applications

Energy

Faossil fuels are the dorminant gicbat
energy source today [(~81% of primary
energy‘), but the nise of renewables, the
drive for energy efficiency, along with the
possibility of cost effective energy storage,
is changing that dynamic Most analysts
expect the contributien of coal and oii in
the world's energy mix to fali, with natural
gas expecled to become the fastest
growing fossit fuel, maintaining its share
{~20%) of the global energy mix This
implies strong growth in renewables and
other low carben fuels (including nuclear)

We maintain a focus on this segment
as it informs us about changes in the
interconnected transport and chemicals
markets This evolution also touches our
applicatons in the stationary energy
space, along with several other products
and services

Chemicals

There are a number of competing factors
tmpacting the oll market. In the near term,
we expect oil prices to continue to recover
from therr recent lows followed by much
more modest growth? towards 2 plateau
and potential decline in the longer term

The outleok for natural gas is
expacted 1o be very modest’ However
short term pricing, especially in North
America, remains suodued

Downstream products have benef ted
from low input prices over recent years,
but those advantages are beginning to
pass Through 2022/23, refining and
{petro)chemical catalyst growth 15
assumed to remain in the 3-4% range’,
with specific rates for each catalytic area
Growth at 3% 15 expecled 1n areas such
as ammaorna and oxidation processes

Sources
SMoAEh ot merkel Aseomptiaos DLV At
Wekome g T oengy inghts Gaba Faoer gy
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Legislation on sufphur may help
accelerate grawth in fuels, but this impact
is stili to be determined

As a business, we will continue to
target the highest growth and most
profitable segments to ensure that critical
raw materials are used and transformed
in the most efficient manner possible

Healthcare

Global population and life expectancy
continue to rise, with a range of medica
interventions required to service
increasmgly old and wealthy populations
To support this trend, healthcare
spending is expected to grow in the mid
singie digits (GDP+) through 2025°

For {M, the active pharmaceuticat
ingredient (API) contract development
and manufacturing crganisation markel
continues to be a focus for our Heaith
Sector Growth in this market 1s expected
to be 1n the 7-8% CAGR, with some areas
within it growing at 10+% Outlook 1n the
US and European regions remains strong

JM will continue to focus on how we
can serve this growing market through
our differentiated science and technelogy,
helping to dehiver the products that our
growing population requires.

Critical raw materials

Within these markets, commodsty prices
will play an important roie in determining
the speed of transition and the
technological solutions that are adopted

We continue to focus on our
traditional platinurn group metal {(pgm)
markets and closely watch the evolution
of platinum, paliadium and rhodium
prices as they react to changes in the
automotive market Beyond these
traditional metais, we also track
movements in the key battery cathode
materials {e g hihium, cobalt and micket)
and note the recent decline in pricing for
these elements

JM will continue to focus on the most
efficient use and transformation of critical
raw materials and we will position our
business (inc uding aur refiing expertise)
to respond and react to these trends

S Chernn s
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Science and technology enabling change

The four economic segments we serve are undergoing major change as a result of global sustainability megatrends Scierce anc
technology 1s enabling and driving the pace of change We apply our scientfic capabiuies, via our four sectars, into markets within
these segments We create new products and services that, through our customers’ business activities, are making the world cieaner

and healthier

World class science capabilities

+  Efficient Natural

: Health

Resources

Products and processes
that transform, conserve
and recycle scarce
resources using less energy
and fewer raw matenals

Core capabilities in
complex chemstry,

! manufacturing and

stale up to create active
pharmaceutical ingredients

New Markets

Applying our science inte
emerging opportunities
such as battery matenals
and fuel ce'is

: and other sclutions for

riche areas

f — - e

.+ Chemicals

Coe Energy
. Transport
* Healthcare

* Heaithcare

= Energy

» Transport
+ Healthcare
o Chermicals

)M science B S

JM sectors Clean Air

Activity Catalysts and technologies
that abate emsssions

Segments * Transport

served = Energy.

Impact Cleaner air/

Qutcome

The segments we serve are amongst
the most important in the world
economy, are universal and supported by
strong macro drivers Maintaining this
broad market exposure and managing
the balance of our business across these
segments of the world economy s part
of cur strategy.

Many of the customers we serve
operate In two adjacent segments and /
or markets For example, fuel companies
also have chemical operations, chemical
compames manufacture pharmaceutical
ingredtents We bring market, technical
and regulatory insights from each
segment and apply it to adjacent
segments These insights drive business
development and create JM's unigqueness
In its markets

Working with our customers across
arange of markets and understanding
their needs gives us & balanced and
robust business Through serving broad
markets, the opportunities toc apply our
science and technology are greater and our
contnbutien to a cleaner, bealthier world
1s increased

Cleaner energy / Achieving more from less / Enhanced health and quality of hife

Cleaner, healthier world

The value we create for customers

Across our offerings, our customers value
the performance of our technology in
their applications The performance

of our products delwers d:fferent
advantages to our customers by

*  Translating drectly into the
performance of therr product

«  Enhanzing the reliability of
their production

* increasing their efficiency

*  Enabling them to reduce the overali
cast of their praduct

We work with custorners to codevelop
solutions that maximise this performance
advantage This coliaborative development
requires strong, long term relationships
hased on mutual cormmmitment, risk
sharing and trust

In adcition to performance,
customers also come to )M for aadiioral
sources of value

= Speed anc efficency ir deve opment
+  Reliability.
*  Responsiveness in problem solving

«  Securnity and flexibilty

Our customer centric approach
to creating value through
commercial excellence

JM's competitive advantage 1s our
distinctive, world class scientific and
technical capabilities and how we
translate them into sclutions for our
customers Together with providing them
with high quality products and services,
we continue to deepen our understanding
of their needs and ensure that we
capture cur fair share of the value we
create for them

Our Commercial Excellence
programme, now in its second year,
1s focused on driving continucus
improvement through the lens of cur
customers to support their growth and
maintain our competitive advantage
The programme delivers value through
building commercial capability across
IM. erharcing our ability to make value
based data driven decisions, measuring
and responding to custemer sabisfaction,
and operating leading sales and marketirg
processes to erable us to provide a
seamless service to our customers

Johnson Matthey
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Customers continued

The programme 15 already delwvering
berefits through supporting sales and
market share growth m our sectors
During the year we launched the |M sales
academy to grow our commercial people,
equipping them with feading skilis to
further develop and enhance therr
capability Around 350 customer facing
employees from three sectors have so far
attended the first modute across Furope,
the US and Asia They gave positive
feedback that the knowledge and skills
provided will help improve their joh
performance Furthermore, the new
frameworks and processes developed and
launched through the programime are
already being used by commercial teams to
deliver improved cutcomes with customers

Further modules of the sales academy
will roli cut In September 2019, providing
more depth to our strategic account
management process across the group

We have also developed a framework
for producing and improving propositions
o customers, to increase customer
centricity The customer value proposition
is designed to dentify help communicate
how we can create value for a custormer in
a meaningful and impactful way. Wetl
thought through propaosals, and the
propositions in them, support customer
growth and in turn creste value for |M

Over the last year we have
introduced a consistent measure of
customer satisfaction across M to allow
us to understand what our perceived
strengths are, highlight areas where we
need to improve and deliver even better
cutcomes for our customers. We use an
independent external organisation that 1s
a specialist in runming customer feedback
programmes in the business to business
manufacturing market.

We piloted this customer satisfaction
survey across our Efficient Natural
Resources Sector in November 2018,
with a very encouraging response rate
of 58% The sector received an overalt
rating of 8 3 out of 10 from customers.
which 15 well above an industry norm of
7.6 The survey has provided rich and
insightful information which has
translated intc actionable outcomes for
the ccmmercial teams to implement
Teams have &lso shared their continuous
improvement feedback actions with the.r
custamers and our proactive approach has
beer: positively recerved During 20719/20
we will survey customers of our three
other sectors, Clean Air, Health and New
Markets, and follow up with a repeat
survey for Ffficient Natural Resources,
creating stronger relationships built on
trust, consultation and partnersh:p

Johnsen Matthey

Armnalle vlan a5 a0y

tn a world where the pace of change
will continue, we are ensuring that we
stay fit and agile to understand our
customers’ complex problems and
continue to provide valuable solutions
10 those challenges.

Beyond customer value -
our progress towards a cleaner,
healthier world

The value we create for our customers
drives growth 1n our business and returns
for our sharehaclders But our science-led
preducts and services Fave a much
broader positive impact, driving us towards
our vision for a cleaner, healthier world
We want that positive impact to grow

That's why we have a goal to double
the positive contribuzien of our products
by 2025, aligned to the United Nations
Sustainable Development Goals (UN SDGs)
Thus, our sustainable business goal 5 has
two streams by which we are measuring
our progress

The first shows our global impact by
measuring the absolute and percentage
of JM's sales that have a direct contnibution
to the UN SDGs The percentage
measure 15 a key performance indicator
for the group as detailed on page 31
Our contribution has increased this year
supported mainly by stronger sales of
emussion control catalysts

The second relates to JM's visior for

g cieaner healthier world. Our goa' s to
a1 least double

The tonnes of pollutants (oxides

of nitrogen, carbon monoxide
hydrocarbons particulate matter)
remaved by our products Here, the
overall tonnes of poliutants removed
by our products fel: very shightly this
year because lower numbers of
vehicles were produced globally

(see page 81)

The number of lives iImpacted by our
recently launched pharmaceutical
products. Our positive impact was
greater this year due to increased use
of therapies that include our APIs

The quantity of greenhouse gases
{GHGs) removed or reduced

{CO, equivalent) by our products
This year, the tonnes of GHGs
removed by our producis was slightty
dawn due to a lower contribution
from our nitrous oxide abatement
technologtes

The quantity of GHGs avoided

(CO, equivalent) by our products
An increased number of tonnes of
GHGs were avanded this year due to
the action of our products This was
principatly due to greater demand
for our fuel cell components,

Sustainable Sustainable
business goal business KPis' Baseline 201718 2018119 2025 target
2017/18 sales 86 9% 87 3% >50%
Annual sales data against
gning UN SDG
contribution indicators
to UN SDGs {% of group
sdles)
Sustainabie [N - B
P 2017/18 data
relating to
5 5 Tonnes of 3 54m 3 43m 7.08m
pollutants
remaved
Double the
positive impact Annu?l N"%‘Tbe’
that |M’s aggregation of lives
products make of product positively 138,000 181,006 920,000
on a cleaner sustainab- ity impacted
healthier world benefits i — ——- - -
; key areas Tonnes of
| GHGS removed 10 6m 10 1m 21.2m
' (co,..)
Tonnes of
GHGs avoided 213.000 216,000 426 000
(o .,
Footilesals-rdectnrsrn see paces 23vaad 247
. P orfer e o g7 et sarcet cnsista e s panese Pl s octatk coan ] s 31t taard oy ray i



Long term view

Shaping a new era of clean energy

The world is moving towards a lower carbon, more sustainable future. Here we
look at some aspects of this incoming energy revolution and the key role that JM
and its technologies will play within it.

Driving towards a
sustainable future

The worid 15 at the start of an energy
revolution - the biggest energy
transformation since the Industrial
Revolution during which the use of fossil
fuels drove growth and prosperity It s
only relatively recently that we have started
to understand the implications of the
potential global temperature increases
The country signataries of the 2015
Paris Agreement committed to aim to
hold increases in global average
temperature to "well below 2°C above
pre-industrial levels and to pursue efforts
to limit the temperature increase to
1 5°C" Then, in October 2018, the
Intergovernmental Panel on Climate
Change (IPCC) 1ssued a Special Report
Init, they said that to achieve no. or
limited, overshoot of 1 5°C, global net
anthropogenic CO, emissions must
dechne by about 45% from 2010 levels
by 2030, and reach net zerc by around
2050 A number of countries and regions
including France, Sweden, Norway, the
European Union (EU) and New Zealand,
are now committing to, or considering
moves towards, net zero carbon and / or
greenhiouse gas (GHG) emissions. In May
2019, the UK Commuittee on Climate
Change, which is the independent adviser
on clrmate change to the UK Government,
called for the UK to continue to lead
the global fight against nsing global
temperatures by tightening GHG
emission targets tc net zero by 2050

But what will 1t cost to move towards
net zero, and how dces this compare with
the impact If we don't manage to limit
the global temperature increase?

The Energy Transitions Institute
estimates that reaching net zero CC,
emissions by 2050 would cost around
0.5% of global GDP, or around
0425 tritlion US dollars

And what do we get in return for this?
Researchers at Stanford University
estimate that the benefits ¢f remaining
within a 1 5°C temgperature increase to be
of the arder of tens of trillions of US dollars
So, on top of the other benefits, there
1s a very good economic returr on the
climate stabthisation investments

It 1s good to hear governments
talking openly about the need to tackle
global temperature increases as high
level commitments, together with
robust and far reaching policy, will be
essential if we are to create the markets
that will deliver the recessary low
carbon technologies

The good news 1s that we dor't have
to wait for new technelogees to start to
reduce the global carbon footprint -
we can move towards tackling climate
change by a combination of implementing
the technologies we have today and
developing new, low carbon technologies
for the future For exampte the ;PCC
repert paints out that the greater the
emussion reductions achieved by 2030,
the better the chance to I:'mit the g.abal
temperature increase to | 5°C

So let's consider the current situation
11 some key areas, discuss how we expect
this to evolve and take a ook at the
su;mfu:ant contrthutions that JM's science
and technologies are making and vl
contirue lc make, towards a cleaner,
healthier world

Reducing the carbon footprint
of transportation

Globally. transportation is resporsibie for
arcund 25% of CO, emissions, wath the
majonity from the on-road movemer.t of
people and goods Regulators are driving
down the permitled levels of CO, emitted
from vehicle tailpipes; for example. the
EU recently approved legislation to
reduce the CO_ ermissions from passenger
cars by 37 5% from the 2021 baseline

of 95 g/km Such regulations will be

met by a combination of approaches
incoming vehicles powered by internal
combustion engines will become more
fuel efficient through innovatior 1n areas
such as engine, tyre and transmission
development and vehicle light weighting
by using new materials inciuding
composites However, a more fue' efficient
engine generates lower temperature
exhaust gases and this makes controfiing
the associated pollutants more difficubt

|M technology is part of
the solution

IM has risen to this challenge by
developirg new emission control
catalysts capabie of operating at lower
and lower temperatures, supporting our
customers, the car companies, as they
reduce the CO_emissions of the vehicles
they produce Plug-in hybnd electric
vehicles, in particutar carry cut an even
higher number of starts at lower
temperatures {cold starts), espec.ally
wher driving in the city. And we are
developirg emission control catalysts
that are further optimised for co'd sta-t
performance for this type of vehicle

Johnion Matthey
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Customers continued

The need for vehicles with Jower CO_
em:ssions will also increase the rate at
which so-called zero emission vehicles
{(7EVs) are intraduced Current legislation
regards ZEVs as vehicles that do rot ermit
any critena poliutants, such as carbon
monexide, unburned hydrocarbons and
oxides of nitrogen {NGx), and that do not
emit any CO, from their tailpipe Both
battery electric vehicles (BEVs) and fuel
cell electric vehicles (FCEVs) are ZEVs by
this definition Of course, the true CO,
footprint of such vehicies needs to
consider factors such as how much CO,
was released when generating the
electricity used to charge the battery or,
in the case of FCEVs to make the
hydrogen {along with emissions during
the manufacture of the BEV or FCEY
itself including its powertrain) Qver
time, these other ife cycle emissions wli
reduce further, for example as we use
more renewables to generate electricity
(see later) Sothe life cycle CO, benefits
of BEVs and FCEVs over vehicles powered
by internat combustion engines will
Iincrease further

Enabling battery electric
vehicle uptake

IM 15 developing next generation battery
matenals with improved energy density
(so the mileage of BEVs between charges
can be increased], pulse power (for
improved acceleration) and safety, while
minimising the use of expensive and
reiatively scarce raw matenats such as
cobalt |M's leading ultra high energy
density eLNO family of cathode active
materials 15 delwering improvements in
all of these critical performance areas
Raw material sourcing 1s becorning
mcreasingly important in the battery
materials areg, and here JM's years of
experience in seurcing platinum group
metals (pgms) will continue to stand us
in good stead Ancther similanty between
the battery materials and pgm areas 1s
the acknowledged need to recycle critical
raw materials, JM 1s a wor'd leader in the
recycling of pams, and we are appiying
our expertise to explore opportunities
in battery materials recychng

Such innovations are essential to
drive the kind of BEV uptake that witl be
required to meet incoming (O, regulations,
anc, alongside the ongoing reductions
in the carbon intensity of electricity
generation, defiver step changes in the
€O, profre of transportation

Johnson Matthey
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We will, therefote, see sigmficant
increases In the number of BEVs on our
roads as we move towards a lower carbon
future and |M techna-agy will make
impertant contributions here

However, some vehicies, such as
long haul trucks, are unlikely to adopt
battery technology since the very high
daily mileages driven by these trucks
would require very large, heavy and
expensive batteries to match the
requirements of these duty cycles
in addition, tremendous amounts of
energy would need to be transferred to
the battery in a very shert time during
battery recharging, in order to meet the
needs of the vehicle owners to maintain
the very high utilisation of these vehicles

Hydregen powered fuel cells are
a complementary solution

One alternative with the potential to
enable the decarbonisation of long haut
trucking 1s the fuel cell powertrain
Hydrogen (when pressurised In storage
tanks) has a much higher energy density
than batteries and refuelling with
hydrogen can be carried out In a similar
timeframe to filling current fuel tanks
Fual cells also match the needs of cars
covering large annual distances, where
the long range and fast refuelling
advantages make a compelling
combinaticn. In addition, we are starting
to see the introduction of fuel cell powered
locomotives, which could provide a
cheaper route than electrification to
decarbonise rail transport.

So fuel cells wiil work alongside
batteries to play an important role in
reducing the CO, footprint of ground
transportation Furthermore, FCEVs also
have a battery, so there are some very
direct synergies between the two
technology approaches

In the fuel cells area, M is developing
the platinum containing catalysts and
membranes which make up the
membrane electrode assembly (MEA}
This 1s the component at the very heart
of a fuel cell withun which the input
hydrogen and oxygen are reacted
together electrochemically to preduce
water, electricity and heat In this area
we are focusing on aspects such as
improving the efficiency and long term
durability of the MEA, along with
reducing the platinum content of the
catalyst ta lower the cost of fuel cel
systems. Once again, jM will be a critical
part of the so'ution as fuel cells enable
substantial carbon requctions in
transportat.on and other apphicat.ons

In the broad transition towards
renewable chemicals and fuels, JM's
expertise In catalysis, punfication and
process technalogy development will
be enablers Qur recently anncunced
projects, with BP and Fulcrum BioEnergy
to convert waste into aviation fuel and
with Virent for the production of
renewable feedstocks and fuels, are
testament to this and we continue to
Invest and collaborate to explore future
process technology opticns.

The broader role for hydrogen
in global decarbonisation

Many countries are now looking at
how hydrocgen can help their broader
decarbonisation effarts as hydrogen is
an extremely flexible energy vector with
a substantial role to play For example,
there 1s a shift away from electricity
generation from fossil fuels {especially
coal) and towards increased use of
renewable sources such as solar and
wind power The UK. for example, halved
the carbon Intensity of its electricity
generation between 2013 and 2017
s a result of decreasing coal use and
Increasing renewables. It has plans to
reduce this by a further 90% between
now and 2050 However, increasing the
reliance of electricity generation on
renewables brings with it the need for
large scale and long term energy storage
since the sun doesn't always shine and
the wind doesn't always blow

To ensure the wheels of industry
keep turning and the lights in our homes
stay on, regardless of the weather, we will
need to store and transport very large
amounts of energy Hydrogen is likely to
play a key rofe here That's because it s
uniguely able toc provide underground
storage of a zero carbon fuet at the
muiti-terawatt hour scale required for
interseasonal energy storage This
underground hydrogen storage can be
in depleted gas fields or sa't caverns,
depending on local geologicai conditions.
And for those unfamiiiar with a terawatt
hour  one terawatt hour is a billign
kilowatt hours Boiling the water in a
kettle uses about 0 1 kilowatt hours of
energy, 50 cne terawatt hour of energy
is enatgh to boil 10 bithion kettlest

50 hydrogen has great potential
as a large scale source of energy It also
has great potentia! to drive substantia!
reductions in the carbon emissions
assocciated with domestic heating, enabe
the cecarbonisation of high temperature
industnal processes and provide
flextble, dispatchable power generation



Hydregen has a role to play
Many countries are now looking at
how hydrogen can help their broader
decarbonisation efforts as hydrogen s
an extremely flexible energy vector
with a substantial role to play That's
because 1t 1s umguely able to provide
underground storage of a zero carbon
fuel at large scale

Low carbon hydragen

IM has developed a new, class leading
process to procuce low carbon
hydrogen from methane This approach
gives a higher hydrogen yield and 15
miore enetgy efficient than existing
technologies And, crucially this

JM precess 1s easier and cheaper to
decarbonise through carbon capture

and storage

With such a key rcle to p'ay across
multiple secters cost effective preducton
of low carbon hydrogen at scale 1s
essential to enable the transition to a
global low carben economy Indeed, the
UK's Committee on Climate Change
recently stated that moving from a 2050
target of 80% carbon emissions reduction
to the recently proposed net zerc target
“changes hydrogen from being an option,
fc an integral part of the strategy”.

But where is all this low carbon
hydrogen going to come from?

Hydroger can be produced in different
ways Today most of it 1s manufactured
by steam methane reforming (SMR), in
which natural gas at high temperature Is
converted to hydrogen and CO, (M has
developed a new, class leading process
to preduce low carben hydrogen (LCH)
fram methane using a process technology
called a gas heated reformer This
approach gives a lugher hydrogen yield
and is more erergy efficient than existing
SMR technologies And, crucially, this
JM process 1s easier and cheaper to
decarbonise through carbon capture
and storage {CCS), a technique which
captures the CO, preduced along with the
hydrogen, and subsequently stores 1t

We are making good progress
with this techno:ogy - for example, In
November 2018, M received a grant
from the UK Department for Business,
Ernergy and industrial Strategy (BEIS) to
understand the costs and performance
for our LCH solutior at large scale.

Then in March 2019, |M was part of two
consortia that were awarded additsona
grarts under the BEIS hydrogen supply
cornpetition for tow carbon projects to
develop the technology further

There are several areas in the
hydrogen economy and its associated
vaiue chains which present sigrnificant
opporiunities for M. That's why we
recently joined the Hydroger Council
2 global inmative of leading erergy,
transpost and industry companies with
a united vision and long term ambition
for hydrogen to foster the energy
transition The ambitions of the companies
in the Hydrogen Councit are to

«  Accelerate their ssignificant
investment in the development anc
commercialisation of the hydrogen
and fuel cell sectors

+  Encourage key stakeholders to
increase their backing of hydrogen
as part of the future energy mix with
appropriate policies and supporting
schemes

In September 2018, Robert Macleod
joined fellow CEOs and semor
representatives of the other 32 members
{which include Air Liguide, Audi, BMW,
Bosch, Daimler, Honda, Hyundai, Shell,
Sinopec, Toyota and 3M) at the annual
Hydrogen Councit CEQ event in San
Francisco, USA Whi'e there, Robert
joned discussions reflecting on the work
compieted by the Council thus far and
meetings on strategy and new ideas to
accelerate the Counal's ambitions

The future looks bright

The challenges to tackle climate change issues are

significant, but so are the opportunities.

JM's expertise In emission control, catalysis, process technolegy {through, for example,
making industrial processes more energy efficient), hydrogen generation, battery
matenals and fuel cells are already supporting global moves towards greener
economies Driver by our vision and strategy. we will continue to use our Inspiring
science o create the sotutions that wil' shape and enable a new era of clean energy

Johnion Matthey
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Our vision for a cleaner, healthier world requires us to
operate our business responsibly and with a relentless

focus on safety, efficiency and excellence

Sustainable business goals

Low carbon
operations

Responsible
sourcing

3 4

Operations

This focus on safety, responsible business practices, efficiency and excellence cuts across everything
we do, from common systems and core processes to the way we manage and drive the environmental
performance of our assets. It extends beyond our gates and spans our whole value chain: from
‘before JM’ and how we source raw materials; how we run every aspect of our operations at 'JM’;

and ‘after jM', when our products are used by our customers at the end of our products’ useful life.

Before JM — Our value chain

*,,,, . e e

i Water

!
: Before
-

The value chain for the
commodities that go into

our products comprises our
suppliers, and we have policies
and processes in place to
manage our key relationships
and risks within both our
Procurement function and

as part of our ethics and
compliance framework.

Extraction and
agriculture

Land use

Procurement

Qur business requires us to purchase a
broad range of materials goods and
services including

*  Bespoke to commodity raw materia‘s
and metals to sLpport laboratory to
full preduction scale operations,

Non-production items {including
technical laboratory equipment,
logistics and warehousing, professioral
services, maintenance items,
utiities, IT and telecommunications
and facities managernent)

+  Capital expenditure from indwiduai
production equiament to complete
marufacturing facihities

Energy Supplier

Leveraging the category management
approach, our role as procurement
business partners 1s to enable our
business to iInnovate, dentify and
manage related risks, secure optimal
supply and provide commercial agiiity
to enable best value for the near and
longer term We also arm to apply |IM's
core values, accarding to the principles
in our code of ethics, In our supply chains
as well as cur own operations

Jehnson Matthey
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Operations continued

in 201 7/18 we launched our
Procurement Excelience programme
to drive further value and efficiency
through a standardised ard consclidated
approach across JM Gur annual purchases,
excluding precious metal and substrate,
are about £1 5 hlhon These purchases
are made across 118 sites, with historically
each site accountable, for the most part,
for 1ts own purchases This has, 10 the
past, hmited our abthty to leverage our
purchases across the group

Over the last year we have continued
to roll cut our globa! procurement
strategy and have begun to execute
against 1t We have made exceilent initial
progress by bringing together our existing
procurement community and by building
new capability to ensure that we capture
the opportunities in ful!

Qur Procurement Excellence
programme 1s forging the concept of a
One Procurement Community, with one
face to market which 1s able to partner
with the business to leverage the scale
and capabilities of the company and our
value chains to create enphanced value

Sustainable
business goal

Responsible

soutcing

Improve sustainable
business practices in
4 our supply chains

The Procurement Excelience 2025
strategic programme Is enabied by
eight key piliars, ahged with and
embedded In the business, which
include Responsible Scurcing and
Supphier Partnerships

We are already seeing cost
management and value creation successes
across all of our major spend categories

We are on track te deliver our goa!
of saving more than £60 million over
three years

Responsible sourcing

Responsible sourcing s a key pillar of our
Procurement Excellence programme as
wetl as one of our sustainable business
goals (goal 4) This 1s how we seek to
understand and appropriately manage
aur environmental and social impacts
‘before JM’ 1n our value chain, and

work to improve sustamable business
practices among our suppher partners

Seme of our suppliers operate 1r
countries where there are high risks of
human rights, environmental or business
ethics abuses, and we are commutted to
ensuring that such abuses do not enter
our supply chain

We have a |M Supplier Code of
Concuct, 1ssued in 2017 and avanabie
on our website 1n Engiish, German,
Japanese, Poish and Mandarin to which
we expect all our suppliers to comply
Our Supplier Sustainable Deveiopment
Programme enables us to monitor
whether our suppners are following our
code of conduct, 1t also enables us to
classify risk in cur supphiers determine
what level of due diligence 1s required,
identify corrective actions and follow up
on progress We report annualfy on the
numbers of strategic Trer 1 suppliers
assessed and of those, how many meet our
responstble supplier comphance criteria

H rna'ﬂ*vy ComAsupT (er-code-ot-onnd ot

Sustainable
business KPls Baseline 200819 2025 torget
% of Tier 1 strategic
Tier 1 strategic supphers assessed 17% 100%
suppliers assessed and n 201718
comphant wtih Suppher
o, N
Cade of Conduct % of these comphant 76% 100%

with the code

Fe tormance against & |s x o cur sustamable business goals 1s detaled on pages 31 to dfand 2349

Supplier sustainability assessments 2018/19

lorzl rumoae of

Nimiber 0f 5L op ey Numoses 1 new 1 -Confornances
S s tiab e hosiress avseased Fothas taneondorm-n os et mar st Mareh
topn uf eberr UL E wer b dan 18,19 2014
Chuld labour 78 - -
Forced labour 78 - -
Wages and working hours 78 1 !
Discrimination 78 1 1
Freedom of association 78 - -
Health and safety 78 27 3
Environmental 78 _ _
Anti-bribery and corruption 78 5 5

In 2018/19, we assessed 78
suppliers using a combination of desktop
self-assessment guestionnaires and
formal an-site audits The table above
summarises the governance topics
evaluated for each supplier and where
non-conformarces were (dentified We
have not identified ary incidences of chi d
labour or forced labour 1n our vatue chain

lohnson Matthey
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Included in thesz were 13 strategic
Tier 1 supplier assessments which
contribute to our goa 4 target Over the
last three years we have assessed 17%
of suppliers c:assified in thrs way Of
those assessed, 7€% comp 1ed with the
expectations of JM's Code of Corduct

Human rights

We support the principles set out in the
UN Uriversal Declaration of Human
Rights and the International Labour
Orgamisation Core Conventions, inc:uding
the conventions an chiid tabour, farced
labour, nen-discrimimation freedom of
association anc collective bargaining

We also support the prirciples
endorsed under the UN G'obal Compact
and the UN Guiding Principles on
Business and Human Rights (the 'Ruggie’
Principles) We are working te embed
them throughout our operations and
whenever we enter Into business in a
new teriitory make an acquisition or
enter a joIrt venture There were ro
humarn nights gnevance reports made
against Johnson Matthey during the year



In the map below

Modern slavery

Research from the Walk Free Foundation
shows that over 40 mithor people
warldwide are trapped in some form of
maodern slavery, including forced tabour.
This 15 an important social issue and |M s
proactively taking steps tc ensure high
ethical standards throughout our vatue
chain, including through our sustainable
business goal 4 an responsibfe sourcing
The UK Modern Sfavery Act 2015
requires certain UK companies to make
an annual statement describing the
steps they have taken duning the year
to ensure that slavery and human
trafficking are not taking place, either in
their businesses or their supply chains
Qur annual statement i1s posted cn
our website Steps we are taking include
public policies and codes {including our
coede of ethics and Supplier Code of
Conduct}, implementing an independent
confidential ‘'speak up’ line avaslable to
ali stakeholiders to report concerns and
grievance and running our Supplier
Sustainable Development Programme

B mattiov ramimnden-s avaty

Conflict minerals

The term ‘conflict minerals' refers to tin
tungsten, tantalum and goid (3TG) which
originate from the Democratic Republic
of Congo (DRC) and surrounding
countries, in particular from areas of
mihtary conflict where most mining 1s
artisanal and linked to sencus human
rights abuses

Where we source strategic raw materials

Our confhct minerals due diligence
process ts based on the Organization for
Econoemic Co-operation and Development
(OECD) Guidelines and includes keeping
records that enable us to track the suppliers
of ail the raw materials we use and 1dentify
which smelter the coflict minerals came
from We are working towards being
compliant with the new Eurcpean Union
Conflict Mineral Regulation, which was
enacted in july 2017, ahead of the
January 2021 deadline

We aim only to use matenial from
refiners and smelters which conform to
the Responsible Minerals Assurance
Process (RMAP) assessment protocols
and are fisted on the RMI (Responsible
Minerals Initiative} database We have
identified 157 3TG smelters across all tiers
of our supply chamn and 97% are histed as
conformant with the RMAP process. an
increase of 8% on the previous year.

We also use our in-house database
to respond to customrer requests for
information on conflict minerals in our
products and o provide them with a
tailcred answer to any guery they have
This year we have responded to 86
customer requests for information, an
increase of 23% on the previous year

mia‘they Co noanili seerals

Critical metals for battery materials

During the year we have hroadened our
due diligence activitias in our minerals
supp'y chains to include the active
ingredients that go into our cathode
matera s for batteries lithium, cobalt and
nmicke! At present, the DRC howds about
50% of the global reserves of cabalt

We procure goods and services globally and cur supply chains are muiti-tiered Sourcing of strategic materials 1s a principal
Hsk (see page 94) anc monitoring and understanding the risk 1s cha lenging but essertial Some of our strategic raw
materials are available from only a hmited number of countries The countries we rely on for these materials are h'ghlhghtec

; Strategic Report ‘

Although there are some mining
companies which are operating ethicaly
in the country, there 1s a significant
amount of iliegal artisanal mining 1in
uncontrolled conditions, leading to
serious human rights abuses

We are committed to using only
cobalt, lthium and nickel that have been
ethically sourced. We have worked with
third party experts RCS Global to develop
and implement a world leading due
diligence programme which ensures that
we have ful! transparency 'back to mine’
for ali the materials that contan lithium,
cobait and nickel that are going into our
cathode products

Qur cnitical minerals suppher audn
programme cenforms to the standard
laid out in the OECD Due Diligence
Guidance for Responsibie Supply Chains
of Minerals from Conflict-Affected and
High-Risk Areas (third edition) ard
provides assurance against the standards
tard out in our Suppher Code of Conduct
Allon site audits of JM supptiers for
battery matenals are completed by
RCS Global to the ISO 19011 standard

B v rosalebst com

Platinum group metals

We continue to monitor carefu.ly our
supply chains for platinum group metals
{pgms) We work collaboratively with
bath our customers and peer pgm
fabricator comparues to ensure that our
sourcing from mines i South Africa and
elsewhere 15 ethical and 1esponsible

Johnson Matthey
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Operations continued

The heart of our value chain: JM's operations

Customer

Our own operations are at
the centre of our value chain.
It is here that we have the
greatest control aver our
environmental impacts.

Faces M to 60 - a0 COVIDN SN Bartosn o

Manufacturing Excellence

In 2012, we put in place our Manufacturing
Excellence programme to encourage a
culture of continuous iImprovement to
drive cperational efficiency and reduce
cost During 2018/19. our production
output of sold preduct increased by 7%.
Despite this, we have also seen a 6%
improvement in energy efficiency

{36 4 GJ/tonne) and 10% improvement
in water efficiency (18 & m’/tonne)
across the group Our waste efficiency

(0 6 tonnes/tonnes of production output})
worsened by 11% this year, mainly due
to an increase 1n waste for one of our
operations (see waste performance
pages 58 and 59}

201819
{M production output of sold product

Energy efficiency

There are multiple separate goais
within the overatl Manufacturing
Exceilence programme One of the many
methodologies used to bring vistbility 1o
our operations is the adoption of a system
of identifying new opportunities for
improvement by hands-on scrutiny and
review on the factory floor. These are
called ‘gernba walks in Lean management,
from a Japanese term, meaning ‘the
actual place’. The concept assists in
coliaboratively seeking out improvements

We also run a recognition programme
known as MEER - Manufacturing
Excellence Efficiency Recogrition —
which makes awards to our highest
performing sites at three levels. silver,
gold and platinum This past year, three
manufacturing sites were awarded with
silver MEER status (West Whiteland 1n the
US, Clitheroe n the UK, Taloja 1n Ind+a)
and two manufacturing sites were awarded
gold status (Parki in Indta, Queretaro in
Mexico] The Panki site met strict criteria
within ten stringent improvement goals
- aresult of hard work by the team there,
under the guidance of our Group
Continuous Improvement team

T% increase vs 2017/18

6% improvement vs 2017/18

Water efficiency

Waste efficiency

Johnson Matthey
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10% improvement vs 2017/18

11% less efficient vs 2017118

‘Germba’ walks were a clear enaber of
the improvements and Panki realised
efficiency savings in excess of £1 mi'hon
Traiming 1s also provided under the
Manufacturing Excellence programme
Our global manufacturning leadership
programme runs alongside ongoing
traiming of manufacturing 'eaders to
identfy personnet who are ready for
hugher rotes
We are pleased with the results that
Manufacturing Excellence is bringirg
It 15 developing the next generation of
operational leaders, sharing best practice
and standardising tocls and processes
- inshort, establishing our factories for
the future



Low carbon operations

Goal 3 - one of our six goals for sustainable business tc 2025 ~ concerns iow carbon operation Here our goal 1s to reduce our
greenhouse gas emissions by 25% per urit of production output, an ambition that ferms part of our approach to low carbon
operations We are achieving 1t through a combination of energy efficiency savings through our Manufacturing Excellence
Programmie and cost effective, low carbon electricity purchases by our Procurement function

Sustainable Sustainable
business goal business KPIs Basellne 2018N19 2025 target
Annuat
Low carbon Reduce cur greenhouse
operaticns gas {GHG) emissions GHG emissions CO.,. emissions
{Scope 142} / tonnes " 29 28

3 per unit of production imtensity for 2016717

output by 25% manufactured

Strategic Report

product sold
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Setting ourselves a greenhcuse gas
emussions target as a function of preduction
output {Intensity target), rather than as
an absolute value, allows us to monitor
any operationat efficiency improvements
white also growing our business

Our target considered the operational
plans in our strategy and was based on
ar assessment of potential installations
and energy procurement opportunities
across our manufacturing footprint
We will continue to review 1n the
coming year

Renewable energy

28% of the electricity we consumed
during the year came from cert/fied
renewable energy sources for which
JM has the associated Renewable
Erergy Ceruficates, saving us around
47,000 tonnes of GHG emissions,
compared to purchasing gnd average
electricity in those countries

During the year we have continued
to negotliate additional renewable
electricity contracts at key locations, to
increase this percentage even more next
year, In line with our goal 3 for 2025

Since 1st Aprd 2019, all our UK sites
have been operating on renewable
electricity The energy source has a
Renewable Energy Guarantee of Onigin
{REGO) certificate, the highest form of
renewable energy validation

We are now buying our electricity
from Drax Power Station in Yorkshire
which has the biggest renewable
gererator in the UK and s the largest
decarbonisation project in Europe [t uses
sustainable biomass from forests that
absorb more carbon than s emitted
when the biamass 1s burnt for power

Safe use of substances and metals

We seek to replace 'high hazard’
substances - chemicals with significant
potential to harm human health or the
environment - where safer and
economic alternatives are aval.able
When repiacement is not possible,
through detaded risk assessment backed
by extensive data packages, we ensure
robust sk management measures are
identified and in place If a true risk

ts identified, industry regulators coutd
take action that effectively elimiates
use of the substances in that market
We work actively with other companies
to provide requlators with the best
available information on irdustry practice
such that any regulatory restrictions are
evidence based.

Our policies, especially on new
product innovaticn, emphasise the need
to investigate whether safer alternatives
are available

We have set up a dedicated
committee known as PARS (Prior
Approval Required Substances} to review
certain high hazard substances of
relevance to M in order to rate the risks
In using them to develop new products
The committee has estabhished its initial
index of substances that need internai
approval before they are used, and
further substance nominations will be
reviewed in the coming months
Approval to use, If given, wiil be time
limited We are driving a more considered
evaluation of the justifications for use for
these high hazard PARS substarces and
we will continue to embed our PARS
approach in the coming year w th
further PARS-related training being
rotled cut

Many JM sites handle pgms As
part of our approach to responsible
operations, we have provided significant
input Into a comprehensive user quide
to pgms {‘'Safe Use of Platinum Group
Metals in the Warkplace’, International
Platinum Group Metals Association (1PA},
2017) The user guide prowides practical
advice on workplace moritoring, the
medical surveillance of workers, control
measures, training and regulatory controls

The IPA guide is the most wisible of
our recent efforts 1r this area, but we
continue to work with peer companies
in trade associations ard consortia to
develop best practice on stewardship

- See more on e safely processes undet i leallh
aldl sn’ely paues 6% w0 73

We use or manufacture only a
very limited number of substances
considered regulated’, or of international
concern’ As a proportion of our
portfotio, approximately 5% of products
consist of, or use In their production,
such substances

e SV s uocer REACH Rotisor Lel srnis
Fiop 69 sted sunstances
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Operations continued

After JM — Our value chain

After
M

In-use
phase

End
of lifa i
racycling

Immediately downstream

of our operations are our
customers. We work closely
and collaboratively with them
to develop the products they
need to go into their own
manufacturing.

The products we sell to our customers
often form an important part of the end
product supphed to the user For example,
we supply catalytic coated substrate as a
component for engine emission contro!
systems for car manufacturers The
catalyst 1s incorporated into the catalytic
converter in the exhaust systern of a car
which 15 bought by the end user who
drives 1t We do not manufacture the
car, but we are concerned with the
whole hfe of the catatyst unti! the end
of Its Iife, and beyond, e g to recovery
of components for subsequent reuse
So our responsibiiities extend far
downstream of our own operations
More broadly, M, as a leading global
recycler of pgms, has a significant role in
the value chain of the global pgm
industries Our pgm recyching and
refining operations process a wide range
of pgm centaiming materials, including
emission control catalysts at the end of a
vehicle’s ife and other pgm contaning
catalysts and products

Johnson Matthey
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Wholesale

Product stewardship and toxicology

This ‘whole life’ responstbility 1s what we
calt product lifecycle management also
knowr as product stewardship We set
ourselves high standards, our customers
want to see evidence that we understand
any hazards inherent in our products and
that, through understanding ther uses,
we can, in turn, help them manage any
consequent risks Equally, our external
stakeholders want assurance that the
potential impacts - on the envircnment,
our employees and downstream users
- are well managed Some stakeholders
are starting to demand that chem:cal
companies, like us, move towards
safer chemistries

We continue to strengthen our
understanding of aur toxicology and
communicate the hazards of JM products
to customers. At the same time, we use
that knowledge to move us towards safer,
more sustainable chemistries We consider
legal compliance sirrply as a minimum
requirement, as legel developments may
rot have kept fully up to speed with the
science as it devetops As we research
and develop cur products, we may be
better placed than requlators to react
quickly to rew science and take the
right decisions for people and the p anet
more rapidly

Consumer

Recycling

Internaliy. our product hfecycie
management supports our value of
protecting people and the planet More
pragmaticaily, it 1s essential to our
business that we identify and mitigate
any risk to our portfolio Qur sociat
ficence to operate depends on our
comphance with safety regulations and,
of powerful iImpertance. our voiuntary
stewardship of our products all the way
down the value chain.

It 15 important we design-in green
chemistries at the start of a product’s life,
and product stewardship is now better
integrated into new product innovation.
We are developing a groupwide product
stewardship IT system to allow sites to
manage Inventory and know the
properties of the materials they are
handling We plan to launch the new
system during 2019/20

We implement our product lifecycle
maragement through well established
systems to ensure the sound management
of our products throughout thewr
lifecycie We have groupwide policies
and guidance which align our approach
with the global framework set by the
Strategic Approach to International
Chemicals Management {SAICM) to
promote chemicai safety around the
world The Strategic Approach,
begun in 2006 15 hosted by the
UN Environment Programme



We have procedures in place at
group and sector level to ident:fy
regulatory obiligations, both future and
current, and create the documentation
necessary to ensure comphance Our
internal committees assess hazard and
exposure data to identify opportunities
for risk reduction in our operations
Potential new products are assessed at
an early stage of their development
against safety and regulatory critena,
with higher hazard products being put
through more detatled assessments
Finzlly, business comphance with
iifecycle management policres forms part
of our envirorment, health and safety
(EHS) audit. We plan to create a separate
audt process for product stewardship

Product lifecycle regulatory
compliance

We rmade good progress during 2018/19
We completed our 1 to 100 tonne per
annurm substance registrations for our
operations in the EU in good time far the
May 2018 deadline under the REACH
requirements (the European Regulation
on the registration, evaluation,
authorisation and restriction of
chemicals}) We realise that one scenario
of Brexit 15 a situation which could mean
there 15 divergence of requlations We
waoutd support the chemical industry i
its case for regulatory consistency and
continuity Regardiess of the political
outcome, we would like to see a ‘UK
REACH' equivalence, with equal
standards that would enable us to secure
access to the EU marketplace We wll
continue to monitor the changes to the
requlaticns 1o ensure we maintain our
compliance with the specific regulation

We use a systematic product
respansibility reporting scheme to
manitor the performance of our
operations and maintain surveillance of
the company's products and services In
2018/18, there were no notsficatians of
significant end user health effects
involving our products We did not identify
any non-comphiance with regulations or
voluntary codes concerning health and
safety impacts of products and services or
product and service information, labelling
and marketing commurications

Py oovanmmal teshinng
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Third party intermediaries

IM uses third party intermediaries (TPIs)
to support our business and our
customers, and has policies and processes
in place to manage the nisks, especially
in the area of bribery and corruption
During the year, we conciuded our
strategic review of al our high risk TPis
and reduced their number by /0%

The new standards, together with
ongoing moenitoring processes have
been firmly embedded 1n our sectors
and a corresponding onboarding process
will be undertaken for future TRPIs Our
densking activities are already bringing
results and are hugely significant in
protecting the reputation of jM

Climate change disclosures
and benchmarking

We disciose gur environment, social and
governance (ESG) performance through
the Carbon Disclosurs Project {CDP}
climate change programme, which looks
at risks and opportunities of climate frem
the world's largest companies on behalf
of instifuttonal investors

B matthey o necdp-inves o

A changing global chmate brings
with 1t a number of nsks ang opportunities
for JM which we continually consider
and review annually as part of our COP
disclosure The most significant of these
continues to be tightening clean awr
environmental legrslation

iM 15 also a signatery of EAppel
de Paris {the Parns Pledge for Action),
committing us to pltay our part in
deiivering the agreerment’s ambition
te hmit gtobal temperature rise to 2°C
Our sustainable business goal 3 supports
this and through our scrence and
technology we are enabling solutions to
reduce greenhouse gases {see page 44)

Water is an essential resource,
which is also impacted by climate
change The World Resources Institute
reported in June 2016 that in the
industrialised worid, fresh water 1s
becoming scarcer due to increased
demand and higher pallution levels
Avallabibty 15 often transient, dependent
on changing weather patterrs

A reliable supply of fresh water is
required by all our marufacturing sites
and, often in considerably greater
quantities, by our sirategic suppliers
To examine our exposure, we periodically
undertake water stress surveys of our
business We also report our principal
water risk publicly through the annual
CDP water survey.

' izl i ey «unddp weater

In 2016 we conducted a survey
using the Werld Business Counci! for
Sustainable Development (WBCSD)
Global Water Toal™ {version 1 3} Of the
66 principat sites surveyed, 15 were
tdentfied as being in reqions of extreme
water stress Our water usage in most of
these locations 15 very low However,
there are four where we are close to using
the locally avaliable freshwater supply
per capita Taloja, India, Yantar, China;
New Mexico, USA, and Brimsdown, UK
We are using the data from the survey to
prioritise water conservalion projects for
the sites that are at the greatest rnisk of an
interruption to supply

To this end, this year we have bui t
a new, above-ground freshwater ring
main at our Brimsdown facility in the UK
to replace ageing pipework buried deep
below the plant It came irto cperation
early in 2019 and we have already seen a
significant decrease 1n water withdrawals
at the plant. indicating there was |eakage
in the old pipework

Our largest risk to water is in our
supply chain, where we are exposed to
industries that are significant water users,
such as mining and agriculture. The next
step is to gather the exact locations of
our strategic suppliers’ facihities and
evaluate them with the WBCSD tool.

Johnson Matthey
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Environmental management

Environmental performance summary

% change 2019 2018 % change
Geal 3 carbon footprint per mass sales Tonnes CO., per tonne sales 2.9 34 -12
Operational carbon footprint thousand tonnes CO, equivalent 414 445 -6
(Scope 1 and 2 market method)
Erergy corsumption thousands GJ 5144 5,104 +1
Electricity consumption thousands G) 2,170 2,055 +6
Natural! gas consumption thousands G} 2,608 2,722 -4
Total waste sent off site tonnes 84,824 71,787 +18
Total hazardous waste sent off site’ tonnes 57,087 44,020 +30
Waste to fandfil! tonnes 3,886 6,271 -38
Water withdrawa! thousands m’~ 2,630 2.729 -4

Do ludes b azardons weste sen {or penefe dl et

All percentages and ratios in this section are calculated on unrounded numbers

Environmental management
governance

We have group policies, processes and
systems to provide the guiding principles
necessary tc ensure that high standards
of environmental protection are achieved
at all our sites.

The cormpany provides environmertal
policies on areas including emissions to
atmosphere energy management, waste
management protection of waste water
discharge systems and discharges to
surface and ground water.

Regulatory requirements for
environmental protection increase each
year in the territories where |M operates
This year, as part of our nternal
governance programme, we have engaged
thurd party consuitants to undertake a
number of comprehensive comphance
reviews In North America and China

Energy consumption

Iohnson Matthey
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In addition to these reviews, we have
updated our corporate environmental
standards in part to reflect the changing
regulatory requirernents and to tighten
our internal environmental management
standards across the group

As an example, in addition to our
legal requirements to engage with
requlators this year, our UK pgm refining
facility has invited inspectors from LK
environmental agencies to visit more
frequently tc help drive continuous
improvement. This has resulted in the
implementation of a new waste tracking
system to improve Internal and external
reporting of waste

All cur major manufacturing sites
are required to maintain certification
to the 150 14001 envircnmental
management system as a means of setting,
matntaming and improving standards

Energy mix

The group also requires new or acauired
sttes to achieve 150 14001 certification
within two years of beneficial operation
or acquisition, B6% of sites are currently
150 14001 comphant.

Going beyond this, 10% of our
manufacturing sites are alse 15O 50001
comphant SO 50007 builds on 150 14001
and looks specifically at the development
of energy management systerns to
systematicatly and continuously iImprove
energy efftciency Our manufacturing
sites in North Macedonia, South Africa
and our major sites in Germany have all
achieved this standard.

Annually we undertake a
comprehensive review of group
environmental performance across all
our manufacturing sites, R&D facilities
and large offices that are under cur
financial control

Operational carbon footprint



During the year we have introduced
a new software system across |M to
collect and manage key envircnmental
data. This will enable us to improve the
quality of the information collected and
increase visibihity of performance on
demand across JM so that we can take
apprapriate action to address any
negative trends more quickly

Energy consumption

Energy Is a valuable resource on which
we spent £64 mitlion in 2018/19. We
recorded a 1% absolute increase in
energy usage within our facilities during
the year but a 6% decrease in energy
consumption per umit of production,
partly through our focus on manufacturing
excellence (see page 52)

Electricity usage across the group
rose by 6% while gas usage deciined by
4% 1 2% of our electncity came from
local solar power facilities that are not
grid connected In total, 28% (601,427 GJ)
of the electricity we consumed during
the year came from certified renewable
energy sources for which JM owns the
assoclated Renewable Energy Certficates

Our electrnicity consumption increased
principally because the combined heat
and power (CHP) plants which we use to
generate electricity to power our facilities
in Royston and Brimsdown, UK were out
of service during the year These CHP
plants underwent a significant efficiency
upgrade and are expected to return to
operation in early 2018/20 This should
substantially reduce energy costs but
may have a negative impact on cur
operational carbon footprint

Operational carbon footprint

Greenhouse gas emissions

Our headline environmental KPl 15 a
measure of our operational carbon
footprint In 2017 we sel ourselves the
target of reducing oL r Scope 1 and 2
carbon footprint by 25% per unit of sold
manufactured product by 2025 {goal 3}

We have enthusiastically embraced
this chalienge, and our successes in
procuring low carbon electricity to power
our plants have enatled us to achieve
93% of target after two years

We report greenhouse gas emissions
from our manufacturing processes and
energy usage in accordance with the 2015
revision of the Greenhaouse Gas Protocol
{www ghgprotocol org) dual reporting
methodology Our total operaticnal
carbon footprint s based on

*  Scope 1 emissions — generated
by the direct burning of fuel
(predominantly natural gas) and
pracess derived greenhouse gas
emissions (CO, N,O, CH,and
refngerants)

*  Scope 2 emissions - generated
from gnd electricity and steam use
at our facilities

Competitive electricity markets for the
supply of grnid electricity are operational
at 78% of our sites and at 67% of these
sites, the carbon intensity of electricity
we purchased was lower than the
national or regional average, 21%

of our sites, responsibie for 39% of

all our grid electricity purchases, are
purchasing zero carbon gnd electricity.

Thus, our Scope 2 carbon footpr.nt
calculated by the market method 15 10%
lower than that calcu’ated by the location
based method

Qur Scope 1 and 2 carbon footprint
calculated by the market method
decreased by 6% 1n 2018/19 whereas
our carbon faotprint calculated using
the location method reduced by 1%
This was maostly a result of our sites in
the Philadelphia area switching to a
zere carbon electricity contract from
April 2018 Asof Apnl 2019, all of our
UK sites are operating on renewzble
electricity, so we are expecting the
differential between our carben footprints
calculated by the two methods to Increase
next year Our focus on procuring
e.ectricity derived from renewable
sources (page 53} means that for the
first time cur Scope 1 carbon footprint is
higher than our Scope 2 carbon footprint

Emissions to air

Emissions from our cperations are
typically licensed by locai requlations
and are generated from a number of
sources including combustion processes,
materials handhng and chermical
reactions All licenced sites monitor
emissions to ensure comphance with
local regulations and set their own
absolute targets aimed at reducing
significant emissions as part of their
lacal enviranment, health and safety
improvement plans

Strategic Report
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Scope 1 224 54% 2i5 48%

Scope 2 {market based method) 191 46% 230 52%

Scope 2 (location based method) 272 55% 279 56%

Scope 3 (from electrnicity transmission 22 n/a 20 nfa

and distribution)

Total aperational carbon footprint 414 100% 445 100%
(Scope 1 and 2 market based method)

Total operational carbon foatprint 496 100% 494 100%

{Scope 1 and 2 location based method)

Johnsan Matthey
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Environmental management continued

We continue to look for ways to
reduce the ermissions to air from our
manufacturing actwities in China we
began operating equipment 1o prevent
volatile organic compounds (VOCs)
emissions from our Shanghai, China
sites At our Health Sector faciiity in
West Deptford, USA we imptemented
a project to replace the existing arr
abatement equupment with mare
modern and more reliable equipment
The investment has led to betier contros
of local ar emissions

in 2018/19, our reported NOx
(NO + NO,) ermissions were 538 tonnes,
up 4 1% on the previous year due ic
increased preduction in our Catalyst
Technologies business

Our totat 50, emissions increased by
39% to 62 tonnes due to ene of our large
manufacturing sites reporting emissicns
for the first ime

Our emssions of VOCs remained
broadly flat at 101 tonnes

Our emissions to air data covers 56%
of our manufacturing sites and engine
test facilities Within these numbers we
believe we have captured the majority
of emissions across the group tut will
be working to Increase coverage of our
emissions to air reporting over the
coming year to confirm ths,

201% F0T8 e e
NOQx tonnes 538 383 +41
SCx tonnes 62 44 +39
VOCs tonnes o 100 +2

Waste disposal

We disposed of 84 824 tonnes of waste
via third parties 1n 2018/19, an increase
of 18% on the previous year Over half
of this {54%]) 15 waste from our UK pgm
refinery, largely hiquid hazardous waste
This waste mater:al 1s designated as
hazardous due to its corrosive nature.
It currertly cannot be treated by cur
on site effluent treatment plant The
increase 1s due to the rerouting of
additional refining effluent waste stream
to tankered waste due to increased levels
of metal contaminat:on

Of the total waste sent off site for
treatment, 34% was sent for reuse or
recycling. Excluding waste from our UK
pgm refinery, almost 60% of our waste
was reused or recycled off site

Qur total waste sent to tandfil this
year decreased by 38% We now have
only one plant (based in the USA) which
has a sigmificant waste stream which is
being sent to landfill we continue to
investigate alternative means to treat and
dispose of this material

70% (57,087 tonnes) of our total
waste sent off site was classified as
hazardous waste 94% of our hazardous
waste is l1quid waste and over haif of it
comes from our pgrr refinery in the UK

Only 3,185 tonnes (6%) of our
hazardous waste 1s solid materna! that
15 not reused after 1t 1as been sent off

site 1,668 tonnes of our hazardous waste

was shipped internationally for disposal,
3% of all our hazardous waste

Total waste disposed of by third parties

Jehnson Matthey
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We also ircinerated 3,64/ tonnes
of waste within cur own facilibes,
principally waste sent to our refineries
for precious metal recovery

Water withdrawal

Water withdrawal decreased this year 1o
2 6 million m’, a 10% decrease relative
to production output. 92% was supplied
by local municipa: water authorities
6% was abstracted from ground water
and 2% was abstracted from fresh
surface water

50% of cur manufaciuring sites
operate their own waste water treatment
facilitres treating 1 2 rmillion m* of waste
water per year, no change since last year
19% of the water treated on site is
recycled back inte our processes rather
thar. being discharged as effluent,
reducing the sites’ water demand
Cur Chtheroe, UK site 1s leading our
initiatives, recycting 54% of its water
treated on site



Our totat effluent mncreased by 5%
to 1 7 mihon m*in 2018/19 due to
increase in reported effluent at Clitherpe
86% of our total effluent was discharged
to local authority sewers after treatment
and in accordance with local discharge
consent agreements The remainder was
discharged 1o surface water courses after
treatment and within quality limits set
by local water authorities

Our net freshwater consumption
{water withdrawn that s not returned
directly 1o the enviranment for reuse at
least as clean as it was when it was
withdrawn} was 2 36 mithon m® a 6%
decrease on last year More information
1s available on our website in our CDP
disclosure

B 11oltwy corndp waler

The chernical oxygen demand (COD)
test 1s commonly used to indirectty
measure the amount of erganic compounds
mn water and 15 a useful measure of water
quality In 2018/19 the group discharged
organic chemicals equivaient to an
average COD of 171 mg/L into water
courses, as regulated by local emission
limits at each manufacturing facility,

a decrease of % on the previous year

This average COD was calculated
from readings collected at sites
representing 79% of our total water
discharged, a 22% increase in coverage
on last year Some of our sites use a
different measure of water quahty which
cannot be translated directly tc a COD
calculation and are therefore not
included in this measurement

Total waste
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This year we have instatled new
waste water treatment at our Shangha,
China sites Mechanica. vapour
recompression systems have beer
installed to reduce the salt content and
eliminate chtoride 1ons in the sites’
waste water A similar system is being
considered at the Taloja site in Incha
A comprehensive waste water monitoring
system has been installed at the Taloja
site to keep track of its waste water
discharge to the common treatment
plant of the industnzl zone where the site
operates The system provides continuous
moritoring and is hinked to the locat
erwironment regulatar for its monitoring
of the discharge trade effluent quality

Environmental incidents

M has a robust and effective management
system that reqguires all sites to report
ervircnmental incidents to our Group
Environment, Health and Safety
department All spills that occur on
unmade ground or near drinking water
sources are classified as significant

Environmental spills

Lewalv 1

West Deptford, USA

Volume {litres)

100 Chemicals

During 2018/19 we recewed one
fine due to power outages at our
preciocus metai refinery in West Deptiord
USA It was deterrmined that our process
air emission abatement plarts were rot
operating correctly during power outages
at the site and this resulted in excess
air ermussions A fine of US $60.000
{approximately £46,000) was issued
by the local requlator

There was ane significant spili
during the year A fault ir the fire
detection systern at cur Health Sector's
West Deptford facility resulted in the
site’s fire water and foam deluge system
activating The system contained
approximately 25,000 gallons of water
and foam of which most was retained in
the storm water pad A small amount of
the material was not contained and
epproximately 20 gallons of the foam
and water mixture made its way Into a
tocal creek The incident was voluntarily
reperted to the local regu-ator No action
was taken by the regulator in this case

Material Impact

Under investigation

Water withdrawal

Jehnsan Matthey

S Al et

59

i Strategrc Report |



Our people are at the heart of JM's business strategy.
For us to deliver solutions from our world class science
and realise our vision, we are creating a culture in which
people can be successful; one which attracts, retains
and develops the very best talent

Sustainable business goals

Health and Qur

Community

safety people engagement

Market, economic and technological trends, and what these are demanding of JM, are having
a significant impact on the people agenda, and for this reason it is a strategic pillar to which all
organisation objectives are aligned.

Our culture at [M sets safety,
we |being, inclusion and collaboration
as priorities, using our diversity as @
strength and challenging ourselves to be
open, efficient, ethical ard personally
responsible. With this culture, we are well
placed to deliver on our vision 1o make
the world a cleaner, healthier place and
solve the complex problems of our
customers — it 15 a culture for success

Our values are aligned to the needs
of our long term strategy and we are
embedding them into all our people
processes We define our values as

A culture for success

The environment we create through our
values is fundamental to the success of
our organisation They shape how people
behave with each other, with our -
customers and with our other stakeholders .
Our values drive individual and collective
actions that help create a safe working
environment and an ethical, diverse and -
inclusive organisation When successfully
embedded and lived, they determine the

Protecting peop e and the planet
Acting with integrity

«  Working together

Innovating and improving.

*  Owning what we do

kind of company that M 15 to work for

Qur values

Protecting people
and the planet

We practice the
highest standards
of health and safety,
promote wellbeing
for people both

inside and outside

of work, and seek to
safeguard our

planet

Acting with integrity

We do the right thing,
for people and for the
world We do what we
say we'll do, expect

the same of each other |

and speak up when

there's a problem We

place importance on
relationships internal'y
and externatly,
treating others with
respect and care

Warking together

We encourage

collaboration inside
JM and out. sharing
and embracing diverse
viewpoints We tackle
problems together, put
our ideas 1o practice
and take pride in
combining our
contributions ta create
something better for
JM arc ou- customers

innovating and
Improving

We adapt and

embrace new ideas
to make us stronger
and cur wond cleaner
and healthier We

are confident and
resilient through
change; growing and
developing ourselves
and M, to ensure we
are a leader in our
chosen markets

Faoalbog gt [

Owring what we do

We take
accountability for our
own work, and know
we are also

part of something
bigger. We take the
initiative, seek
clarity and demand
high standards
from oursetves and
our col'eagues.

Johnson Matthey
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People continued

A great place to work

Executing our strategy needs a workforce
that i1s highly engaged, diverse and
mclusive with the best talent across our
global organisauon

We want our people to feel that JM
i$ a great place to work, where working
safely 15 a priority, where diversity 1s
valued, and working tegether is very much
encouraged, all within an environment
that promotes growth and development

We enable this with a people strategy
and key aims which define an aligned set
of global processes, programmes and
systerns that support our people to fully
erigage with the business prionities
through which we execute our strategy

These key aims are to

* Attract and retain the best talent

*  Develop all employees to defiver
high levels of performance and
achieve ther career potential

*  Create an environment where our
empioyees are recognised and
rewarded for their overall
contributions to |M

*  Foster a culture where values
matter and guide people to do the
right things

*  Support empioyees through an
evolution of change and
transformation

We are Implementing progressive,
global people policies and practices that
wi!l help us realise our vision We offer
excellent opportunities that enable
pecple to fully develop and realise their
potential with JM, through contnibuting
to a more sustainable future, while
having a meaningful career

Our people policies meet local
statutory requirements and we often go
beyond them to recognise best practice
Our policies and procedures are a
combination of global, country and some
site specific When staff are inducted into
M, we fully explain those that are
relevant to them We review our people
policies and risks in accordance with our
governance framewaork, with the board
being responsitle for overseeing the
overall people strategy The Nomimation
Committee oversees talent and succession
plans, and decisions The Remuneration
Committee 15 responsible for overseeing
anc ensuring the Remuneration Policy
15 adhered to

Johnson Matthey
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Attracting and retaining the best

Talent s critical to enable us to maintain
our world ciass science and leading
market positions Our headcount has
Increased over the last year, reflecting
the growth in cur business In our more
established locations we have remained
stable. The increases have been 1n india,
North Macedania and Peland

Levels of recruitment have increased.

driven by business growth in some
regions (as detailed above) and the need
to build capabihity (n certain functions
such as IT and Information Security,
Procurement and Finance to suppart our
transformation programmes In 2018/19,
the tota‘ number of mternal appointments
and promations increased from 595 to
874 This reflects a deliberate attempt to
maximise opportunities for our current
employees by offering them further
career development opportunities

We have been successful :n attracting
worren into M, the percentage of
female hires 1s above our overall
company total of 27% Currently,

a lower proportion o° women 1n jM
overall occupy science, tachnology and
engineering roles We aim to address
that through our diversity and inclusion
aspirations and road map to 2025

(pages 65 and 66).

At the sarme time as hiring for
immediate business requirements, we are
also Investing in our future talent pspeline
Foltowing the successfut launch of our
global graduate rotational programme last
year, we are continwing to hire graduates
Into s¢ience, operations and commercial
disciplines A new cohort of 37 graduates
are set to join JM in the UK, US and China
in this cycle Of this group, 58% are female
compared with 39% in the previous year
Our female graduate diversity compares
very favourably with other chemical and
engineering companies. The number of
fermales choosing to study STEM subjects
at university undergraduate level remains
low Althcugh this s a chalienge far us,
we are increasing our efforts to position
IM as an ernployer of choice

Overall voluntary attrition has
increased slightly this year compared
with last. This 15 part y due to the
highly competitive new markets we
are operating (n and the changes
we are experiencing We have atso
seen an increase in the numbers of
people leaving us in therwr first two years

We are addressing this through our work
to define our empioyee promise and
our broader investments in our people
processes These are &)l focused on ensuring
we can attract and retain the skills we
need to deliver our business strategy.
There have been a small number
of restructuring programmes across the
business and this, ccupled with retirements
in the year, takes our tota! employee
turnover toc 13 2%

Employee promise

We have a compelling case to sell as

an employer We are developing our
employee promise that will help us
attract and retain the very best talent

It wilt make the most of our unique
purpose and provide mere clarity for
empioyees on what they can expect from
JM as an employer and what we expect
from them n return. “he employee
promise wii be taunched in the coming
year and will emphasise themes such as
persenai autonomy, collaboration and
purpose. We have engaged our existing
workforce in the creation of our
employee promuse through workshops
that have been held globally as well as
using insight from the externa!
recrustment market

Reward and recognition

We contrnue to work hard to ensure that
our reward and benef:l packages are
competitively aligned with local markets
We have refreshed our online benefits
pertal ‘Elements’ and this 1s now available
to alt employees globally

Internal and external research 1s
showing us that employee recognition
can sigmf cantly improve engagement
and promaote innovation

We celebrate our achieverments
with the annual JM global awards. They
hughlight activities that provide inspiring
evidence of our values and how cur
employees are living them This year we
presented eight awards inciuding the
Chtef Executive’s Award for Outstanding
Contribution {see pages 74 and 75)
The awards were announced at the
Natural History Museum in London
in January 2619

A formal event and prestigious
venue are not in themselves essentia: t©
recognition. We are also piloting a more
informal ‘Say tharks' programme. wh ch
enables employees to give and share
recogrution The ‘Say thanks tools inc ude
a recognition porta , e cards and awards
that can be redeemed in the form of
smail gifts



Number of staff " as at 315t March

FERY 2019
Permanant fompora Ao Wy Permanent Temporary Agency
TR =g Lo Al yees T =1 ploy ploy ployees Total
Europe 6,460 342 926 7,728 6,714 397 1,185 8,296
North America 3,028 20 92 32,140 3,105 13 k2 3,169
Asla 2,236 32 33c 2,598 2,376 73 159 2,608
Rest of World 595 2 67 664 662 59 1 722
Total group 12,319 396 1,415 14,130 12,857 542 1,396 14,795
b R gefewin s see page 274
New joiners by gender and age
Ml Fe iate Age | hojen Aer
ut e G0 Il 0 Cuer B al
Adspel Adgesel Agerd Btpens ot LI e
nnle 3. 31t R0 vwir B Tita rd-r 30 R0 e R Tar=1 Tor al Tarad Tota pyroTs
2018 456 509 92 1,057 184 270 38 492 640 779 130 1.549
2019 696 177 135 1,608 293 446 17 816 989 1,223 212 2424
Employee turnover by region
PN 2019
orluer ry Telm Voluntary Total
Wl any A loes amploye Vol Y ploy ipd
loavers 1y naner TUIT e T leavers turmnover turnover
« - % %
Europe 526 7 9% 10 8% 597 8.7% 10.7%
North America 330 10 8% 15 1% 382 12.5% 18.3%
Asia 233 11 6% 17 4% 312 13.1% 14.7%
Rest of World 29 4 9% 8 1% 55 B.4% 9.8%
Total group 1,118 9 1% 12 8% 1,346 10.4% 13.2%

Of the total voluntary leavers, 669 [54%) had less than two years' service (2018 471, 42%)

New employees in 2018/19 New employees by region Voluntary employee tumover in 2018/19
by gender and age by gender and age
Male Male
66% 70%
Female Fermale

34% 30%

Johnson Matthey
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Peopie continued

Talent management

We have refreshed our approach to talent
management to better define the talent
pools we need for future business
requirerments and tc suppert our people
In reaching their full potential, whether
that is in speciahist or management
disciplines This approach to reviewing
our talent and supparting peopie's
development is fundamental in enabling
us to understand what talent we have,
what we need for the future and how we
address capability gaps

We are prioritising the importance
of our performance and development
conversations in M We have already
streamiined our performance
management and development processes
into one giobal approach We are
monitoring the number of performance
discussions through our management
grade population to evaluate the
effectiveness of this process

Employee engagement

In a period of change, 1t s especially
important to know whether our employees
are engaged as we continue to evolve as
an organisation Every two years we
conduct an employee survey, known as
yourSay, and we welcome employee
feecback and insights The results of our
2018 survey provided rich data, confirmed
our achievements and highlighted areas
where we stilt have more work to do

Average full time equivalent workers*

There were variations across our
four business sectors and functions and
analysis of the data has allowed us to
create new action plans to respond to the
findings and continue to shape future
efforts 1o support our goal of making
JM the place to work

The scores on employee
understanding of our strategy have risen
- showing that we have responded wetl
to calls in 2016 for better clanty and
commumication. Our efforts on these
priority areas were recognised and we are
continuing to make improvements The
results for heafth and safety and ethics
were once again higher thar the industry
norms, and our work-life balance score
has alsa improved

However, the ‘'employee engagement’
measure - (ndicating how committed
and motivated our people are - has
dropped by three percentage points since
2016 from 62% to 58% Ouwr ‘employee
enablement’ score - showing whether
people feel they have the right resources,
support and work environment to
perform at their best — was flat at 63%
These scores are unsurprising, given the
fundamental changes we are making
across all aspects of JM, and the survey
results have enabled us to chart a course
for improvement

Employee engagement 1s a group
non-financial KPtand 15 one of our
sustainable business goals in 2019 we
will conduct an interim pulse employee
survey aiigned to the key drivers of
engagement and enablement in |M

%

Gender of pecple employed

Our aim Is to improve our scores for
engagement and enablemert by two
percentage points as a resu't of the
targeted acticns in response to employees’
feedback in the 2018 survey

Training and career development

We continue to invest in resources and
programmes to develop capabiiity and
leadership so that we support all
emgployee groups 1n being able to fu.ly
realise their career aspirations with
us and perform at the highest levels
Career development was highlighted
as an important theme inour 2018
employee survey

Qur Aspire leadership development
programmes, launched in 2018, represent
JM's ambrtion to develop ail leve's of
leaders to be great coaches and rale
modeis, which wiil heip to drive the
business performance ard growth that
will deliver our vision and strategy The
programmes align and interconnect and,
te date, we have launched programmes for
our mid fevel and executive leve! leaders
During 2019, we aim to launch our
senior leader programme and will pilot
a new programme for first ime leaders

We launched the R&D career path
earlier this year to further develop our
technical capabilities and to support
pecpie in this function to achieve their
potential and career goals We are
building a sales academy to strengthen
our commercial capability. In addition,
we are Investing n the capability of our
line managers so they can have better
development and career conversations
with their employees.

Percentage of people employed

on JM sites during 2018/19 by employment type by gender
Full Part tirne
o 2 a % " %
Asa 3s March JUTd Mae Female tiae Femal: A At 36l Yanr 2710 Ma Pl
Eurcpe 2%  28% 27% 78% Europe 69%  31%
MNorth America T7%  23%  A6%  54A% North America 1% 23%
Asia BZ%  18% 10%  90% Asia 82%  18%
20,242 Rest of World 66%  34%  51%  49% Rest of World 65%  35%
Tatal group 73% 25% 28% 72% Total group 3%  27%

b AoF s s paye A3
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We also lauriched two new digita:
e-learrng platforms in 2018 calied
‘myCareer’and Learn' These provide
our employees with on demand learning
too’s, materials and resources that are
focused on general business skiils, career
anc leadership development The
platforms can be accessed anywhere
anytime, allowing employees to
continuously tearn and take more active
ownership of their development

Embedding our values and
protecting our culture

Research from GreenBiz and other
organisations shaws that people may want
to work for companies with sustainability
credentials On this, JM offers a compelling
proposition We emphasise this in our
values, particuiarly that of protecting
people and the planet, and we show that
in being part of {M, our workforce 1g
making a real difference to the world

in the past year, we have been
engaging our workfarce in our values
and how we embed them 1n cur everyday
behaviours We held 27 workshops at
18 of our sites The workshops reveaied a
strong sense of purpose around our vision
but also revealed that there 1s more to
do to really create a culture within which
people car be successful and feet engaged

Taking this on board, we created a
values toolkit for managers to help them
communicate our values to their teams
and create a momentum 1n applying
them day to day — in other words, using
the values 1o guide the behaviours we
want to see employees now practising

Gender diversity statistics

The table below shows the gender
breakdown of the group’s employees
as at 31st March 2019,

Tegether, cur va'ues and employee
behaviours create our distinctive
corporate culture We have also embedded
values into our performance management
process to ensure we are reward.ng and
recegrising our role models and we will
continue to embed them across atl our
people processes 1n 2019/2G

Diversity and inclusion (D&I1}

Our values are cnuczl to creating a
diverse, inclusive and safe environment
In line with our Equal Opportunities
Policy we recrutt, train and develop
employees who are the best suited to the
requirements of the ob roe regardiess
of gender, ethnic origin age, religion or
belief, marriage or cwil partnership,
pregnancy or maternity, sexual
orientation, gender identity or disability
People with disabilities can often be
denied a fair chance at work because of
misconceptions about their capabilities,
and we work to enhance their
opportunities by attempting, wherever
possible to overcome the obstacles
This might mean modifying equipment,
restructuring jobs or iImproving access to
premises, provided such action does not
compromise health &nd safety standards
This 15 set out in our policy, which extends
to employees who have become disabled
during theirr employment and wha will
be offered employment opportunities
consistent with their capabilities We
would also look to make reascnable
adjustments for new recru.ts

Board GMC

There ts signficant research that
demonstrates the impact an effective
D&l strategy can have on business
performance In JM, D&I s integral to the
very essence of who we are Our unique
vision means that D&| needs to be at
the bedrock of our culture

We have made progress on this
agenda, as part of our susta nable business
framework, we have set a goa' 1o foster
a truly inclusive cuiture by 2025 we offer
a range cf D&I programmes io raise
awareness and help educate our people,
our revised talert processes provide a
fourdaticn for D&I, and we have been
successful in attracting female candidates
into JM as cutlined on page 62

However, clearer outcomes and
better coordination 1s needed to fully
embed this agenda and keep pace with
other qua'ity orgarisations With this we
have refreshed aur ambition

‘D& forms the core fourndatior of
who we are in Johnson Matthey and our
vision for a world that s cleaner and
healthier, today and for future generatons
D&} enables our innovation and agility
because of the value we place an
dwversity of all kinds. Our leadership
team enables strong business
performance because they empower and
engage their teams by role modeliing
inctusion in their everyday conversations.
Qur shareholders and customers trust us
because our rich diversity is a hailmark
of a sustainable, well run business '

Subsidiary directors

Strategic Report

Aeal i Manrn 1) Fate Fernals | slal
Board ol 3 9
GMC 7 3 10
Subsidiary directors 108 10 118
Senlor managers” 48 16 64
New recruits 1,608 816 2424 . . .
Senior managers New recruits Total group

Total group 9,797 3,602 13,399
oSencr et d s sd=l vedas e Dol onky ol e TR
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People continued

‘Our reputation for an environment
where difference matters means as an
emplover, we stand out from the crowd
and attract a broad talent pool Integral
to our culture are two fundamental
beliefs that all differences matter and
that all people are valued Our integrity 15
a direct result of ensuring that all voices,
however qutet, are heard In M everyone
thrives and brings their full-seif to work’

We have created a refreshed
roadmap to execute our embition from
which objectives will be cascaded and
monitored via business reviews. This
roadmap outhnes the cutcomes we will
achieve over a three year period and
specific actions we wil! take to buitd
awareness, create more diversity and
embed a culture of inclusion

To better measure our progress
against our sustainable business goal,
we have introduced a target based upon
the Refinitiv Diversity & Inclusion Index
This internationally recognised standard
15 very comprehensive and helps us
benchmark against the full range of
actwities within our D& agenda The
methodology can be downloaded at

B hrtps Haww refinitiv comenttinancia -dataimdicess
diversity-anc-inclus cn-ingex

We are looking to improve our
overall score, from a 2017/18 baseline,
by 40% by 2025 Based an today's
rankings that would place |M in the top
100 companies globally

Task force and employee
resource groups

We have a D&I task force made up of
volunteers from around the world who
act as a sounding beoard and forum
thraugh which we engage the wider
organisation. We also have four employee
resource groups

Fride in [M launzhed in October
2017 to support LGBT+ empioyees and
allies. Good progress has been made over
the last year, with a giobal committee set
up and a tocal chapter in Devon, US
being developed

The Black Employee Network
followed in December 2018, with the
aims of promoting JM as a diverse
employer and improving the recruitment,
retention and development of black
employees al |M

Supporting UN Sustainable
Development Goai 5 on gender equality,
a Gender Equality Network launched 1n
March 2019 to advance gender balance
in JM The group 15 seeking a greater
balarice of male and female employees
across all roles (including leadership and
marufacturing), and the appropriate
facilities for working mothers

Most recently, in May 2019, our
DiversAbihity employee resource group
was launched to support people in JM
who have physical, mental and social
health conditions and help the company
to maximise the use of their talents

Gender pay gap

In March 2019, we pubhshed our second
gender pay gap report, covering UK
employees QOur UK gender pay gap has
narrowed from 9 2% tc 8.5% and we
continue to be well placed when
compared with the naticnal average
gender paygap of 17 9%

Qur gender pay gap is iargely down
to female under-representation and the
gender split in our different functions -
we have fewer women than men in our
scierce, technology and engineering
Jobs This, in turn, reflects a gender bias
In university education, only 24% of UK
graduates studying science, techneclogy,
engineering and maths (STEM) subjects
are wamen Our manufacturing jobs,
often with a shift allowance. are also
dominated by men

As at 31st March 2019, women
represent 27% of UK employees (25%
of senior management and 33% of the
board} We are taking steps to tackle the
root causes of gender imbalance, the pay
gap and femaie under-representation
through cur D&! and ta'ent action plans

Our efforts were recognised in a
report by independent consuftancy
Equileap in 2018, which ranked jM at
number 75 1n a listing of top performing
companies Over 3,000 public companies
were researched and ranked, wath scores
based on a wide variety of factors It was
a significant achievement to have
performed so well against thousands of
other companies, but the report has also
reminded us of the work still to be done

B mattrey comeg-nder-pav 18

Trade union representation

26% of our employees (2017/18 26%) belong to a recognised trade union We have positive and canstructive relations with all the
recognised trade unions that collectively represent our employees The foflowing table sets out the average number and percentage of
employees who were covered by collective bargaining arrangements and represented by trade unions by geographical region in 2018/19

Permanent employees Represented “% Represented
)ty ) e
Europe 34%
North America 18%
Asla 3%
Rest of Worid 60%
1 2,857 3,335 Total group 26%

johnson Matthey
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Volunteering and STEM -
connecting with our communities
for social impact

If more giris chose to study science at
university, the female talent poot would
grow and with it, femate representatior
in companies tike our awn Through our
schoof and university outreach activities,
we are encouraging girls to think about
a cateer in STEM areas

Volunteering has a part to play here
and JM employees are entitied to two days
of paid volunteering leave a year {here is
a pipeline of scientific tatent in JM which
this year we have used to greater effect
through volunteering in schools 235 days
were dedicated by our employees to
nspire young people in science careers,
60 employees alone from our North of
England sites suppaorted over 700 students
to improve therr understanding of, and
interest In, science

Volunteering leave can be spent in
many other ways and, supported by cur
refreshed global volunteenng policy, this
year our employees volunteered a total
of 1,116 days around the world — a 65%
increase from iast year — and we are
working to improve even further sa we
can achieve our sustainable business goal
to donate a cumulative 50,000 volunteer
days by 2025.

But encouraging our employees to
use their volunteering entitlement is just
one part of our community engagement
The history of our community investment
shows an abiding and consistent desire
to do good, and this witl never change

1,500 hours that made a
difference in San Diego

At our annual JM Awards ceremony 1n
January, we were proud to announce
a team from San Diego as the winners
of our ‘working together n our
communities award Through 1,500
hours of community volunteerning,
employees i San Diego have worked
with pver 1,000 students, cleaned
beaches warked at local food banks,
and supported hundreds of local
residents who were strugg'ing to
survive They donated ther £5,000
prize to the Sar Diego Youth Services
shelter for homeless teenagers

u Qe perp « 7 enn T

We have donated money through
partnerships, and cempany time through
volunteering We have given back to
our commun ities because 1t's the right
thing to do

Buring 2018/19 a global team
has farmed tc create a new strategic
framework for social investment at jM
with a clear and distinct aim, to create
globai impact through science education

In our ambition tc Improve access
to a quality science education for ali we
are looking at the many reasans for low
uptake of STEM subjects They include
gender thequality, distance from school
and negative perceptions of what a
career in science can offer Another issue
is quahty of STEM teaching, which may
arise from out of date learning materia's,
inadequate science equipment and a lack
of science education standards. Our new
strategic framework wsll help enable us
1o tackle both the barriers to access and
mclusion and the barriers {0 quarity
STEM education

The passion of our people remains
1he foothold of our success and jM is
proud to bave matched almost £80,000

Community investment summary

raised by our ermpioyees this year — our
best ever match giving performance
and almost double last year's figure
Mountains were climbed and marathons
run, one employee comnpleted a parachute
Jump and anotber zip-hined over the river
Clyde in Scotland The personal goals
achieved by our empicyees this year have
been a driving mspiration behind |M’s
new social impact ambition Qur direct
company donations in 2018719 were
£840,000, up 24% cr last year Including
employee volunteering time, our total
community investiment in 2018/19 was
£3 1 milhon {2017/18 £0.83 miliion}
We beleve that science education is
a catalyst for a cceaner, healthier world.
With our sustainable business goat or:
vorunteering 1n place, embedded in a
strategic framework and powered by our
people’s drive to deliver solutions we have
a c'ear direction ahead of us Working
together across our sites globally, we aim
to be actively implementing our framework
midway through 2019/20, expicring
new ways of protecting this planet, and
continuing cur history of finding solutions
to some of the world's greatest challenges

vestment Irves e o
EFON:U D 2017008
ERUER ER Wil lachiTge
Dlrect expenditure 840 680 +24
Corporate donations to charities I 300 +10
Donations by sites to local charities and community projects 509 380 +34
Indirect expenditure 249 152 +64
Ernployee volunteering time 24% 182 +64
Total group 1,089 832 +31
|
i
|
|
|
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People continued

Acting with integrity

A strong culture of 'doing the nght thing’
1s shaped by our value of acting with
integnity and we betieve 1t 1s critical to
achieving our vision and strategy Our
aim is to eliminate ethical lapses and
breaches of compliance and in doing so,
turn our reputation for doing the right
thing inta our strategic advantage

Qur approach to this has two pillars
(1} promoting an ethical culture across
the company, and {11) implementing a
comphance programme tnderpinped by
a framework applied tc each risk area

Qur glcbal code of ethics, ‘Doing the
Right Thing', 1s central to the way we act
as a company and one of the ma:n ways
we promote an ethical culture The code
15 available in 22 languages and contains
infermation and resources that help
our employees (o meke decisions in
line with our values and demonstrate
the highest standards of integrity and
ethical behaviour

In December 2018 we published a
refreshed code of ethics ~ on our website
and in hard copy, bringing it up to date
to reflect new feqisiation and our
redefined company values, and 15 bring
scenarios to life so that employees can
easily see how the code applies to ethical
behaviour and choices in real working
situations that are relevant in M today

In April 2013 we launched our
online ethics and compliance training for
the year All employees are required to
take a code of ethics module every year,
reinforcing basics and taking a deeper
dive into a selection of topics chosen
every year

Anti-bribery and corruption training
by region
number of employees

Johnson Matthey
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Everyone is also required to complete
the code acknowledc ment each year
cenfirming that they will work in
accordance with the commitments in the
code Additionally, targeted comphance
traiing 1s provided to people whose
roles expase them io specific risk areas
We regularly review our training and
communications maternials and methods for
deivery to ensure they remann relevant to
the risks our business and employees face

Woe have a growing network of
approximately 115 ethics ambassadors
lacated throughout our business globally
They are a sounding board for employees
and provide guidance on where to go for
help or to raise a cancern This year, they
played an important role ir bringing our
refreshed cade of ethics to life, supparting
senror leaders with their responsibilities
for ethics and compliance and promoting
a good ethical culture They took a key
part in hesting launch events during
which peopie were encouraged to gel
to know their way around the refreshed
code while recycling their paper copies
of the 2015 code

Within |M we promaote a 'speak up’
cuiture encouraging everyone to speak
up when they have a concern or are
unsure about sarnething. We encourage
individuals to do thus through their local
management, ethics ambassador, HR or
legal function wherever possible. We also
provide employees (and third parties)
with an independently run speak up
hetptine (which can also be accessed
cnline) where concerns can be raised
This helpline also allows individuals, where
local law permits, to remain ancnymous.

Code of ethics training
by region
number of employees

The heipline I1s available 10 everyone and
not just those employees directy
employed by [M An Ethics Panel made
up of senior leaders meets monthly to
provide oversight of investigations ito a!l
speak ups received The pane reports
three times a year to the board with a
particular focus on 1dentifying themes
gnd opportunities to continrually look to
improve the way we do things in |M

Speak up reports

During 2018/19, 125 speak ups were
recerved and investigated which, given our
size, 15 In [ine with the industry nomm in

terms of volume (see tabie befow).
fomber

Lonce n/ slleaaion rasec ot ases
Bribery and corruption / supply cha n 9
Business and financial reporting 8
Computer, emall and internet use 1
Confidential Information and 2
inteflectual property

Conflict of interest 10
Data protection 1

Discrimination including harassment 47
and retaliation

Environment, health and safety
Fraud, money laundering and
embezzlement

Employee rights

Insider trading

Misconduct ar inappropriate behaviour
Oiher or general query

Phystcal assets

Violence or threats

o o

=m0 — 0

We note the number in the
‘discrimination’ category 15 high in
relation to the other categories and upon
investigaticn, we found a number of
these related to broad employee relations
issues which were subsequently addressed

Competition law training
by region
number of employees



We view the total number of
speak ups (125) as a positive reflection
of the confidence in the process and
many recommendations arising from
investigations have been actioned in
our businesses.

In order to have an effective ethics
anc compliance programme we apply
our compliance programme framework
to each risk area, which includes having
policies and traiming 1in place We keep
the programme under continuous review
The risk arcas include bribery and
corruption, data protection, export
controls and sanctions, conflicts of
interest, competition / anti-trust,
financial enime {including the recently
mtroguced corporate cniminal offence of
falling 1o prevent the facilitation of tax
evasion), modern siavery (see page 51}
and activities regulated by the UK
Financial Conduct Authority

A new date protection faw came
into force 1n the EU 1n May 2018 Known
as the Generat Data Protection Requlation
or GDPR, 1t 1s designed to protect the
personal data and privacy of all EU ¢itizens

In response, we have developed and
issued our global data protection policy and
are impiementing a globa! programme to
ad|ust our processes to meet reguirements
under the new legislation This includes
focused training for employees who
handte personal data at work to help
them understand what they should
do to ensure a culture of data privacy
and mformation secunty throughout
our orgamisation

Supporting employee wellbeing

As we execute our strategy, the
accompanying changes, through growth,
business transformation and new
programmes, all make an impact
Against this background, employee
wellbeing 1s particularly important

Arn independent global survey across

21 industries showed that employees
are looking to their emplayers for a
commitment to health and wellbeing
At the same time, arganisatians that
acuively promote health and safety wilt
find their employees significantly more
hkely to be engaged. In response, we
have developed a global wellbeing
framework to suppecrt our employees in
their emotional, financial, physical and
social weltberng Our principaf themes
for 2012 are mental health, work-l/fe
harmony, musculoskeletal disorders,
anc cancer awareness We bave
introduced a support service called Aswist
This 1s confidential and globally avatlable
24 houts per cay

This yedr we have also intreducec
global f.exible working policies New
working arrangements wil atlow
empioyees to have some level of
influence over how, wher and where
they work and provide arrangements
for parental and bereavemert leave
All this reprasents ar improvement
over purely statutory obligations and
marks a sigmificant step forward 1n
how we look after oLr people and their
famittes in an inclusive way

In the UK, as uncertainty surrounding
the UK's withdrawal from the EU remains,
we continue to support our employees
who are EU nationals working in the UK
and our UK citizens working in the EU
We als¢ provide infor-nation and take the
opporiunity 1o engage with our people
to help them understand what the
developments and dif*erent scenanos could
mean for them. Our Brexit working group
works closely with oLr HR team to ensure
we are able to navigete the best outcome
for our people

Mental health

External research indicates that one in
four people will suffer from mentat :li
health in the course of any one year.
But indicators of poor mentat wellbeing
sometimes go unnoticed, as those who
are suffering can be reluctant to admit
to a change in mental health because
of a fear of sigma cr discrimination

In Aprit 2019 ovLr Chief Executive on
behalf of the whole company, committed
tc creating a chmate of greater apenness
on mental weltbeing as well as providing
support to anyone who would like it

As part of cur commitment, we are
taking action in a number of areas We
are also working with the UK mental
health campaign, Time to Change, and
will be making a public commitment en
1ts website by signing its employer pledge

Health and safety

The first of our sustainable business goals
15 to aspire to zero harm In matters of
health and safety The goal kias ambitious
KPIs and we track any injuries and
I-lnesses using common safety indicators
We have rolling safely programmes

and continue to taunch new safety
campaigns and programmes to refresh
awareness and deepen our safety culture
among employees

We are committed 1o conducting
ali our activities in ways that ach.eve
high standards of health ard safety for
all employees and those affected by
our operations We want to achieve year
on year improvements in performance as
we progress fowards aur 'zero harm’ goal

We expect our leaders to 'walk the
tatk’ for example, through site visits anc
getting involved In questions, conversations
and updates We also expect our fire
maragers to take responsibdity and give
continuous emphasis and clanty cr health
and safety requirements And employees
are being empowered to participate
actively in environment, health and
safety (EHS) activities ana draw lessons
from any near miss incidents

Across M, everyone is required to
follow five clear and simple safety
principles and, with a health and safety
element a requirement of all empioyees’
performance reviews, we ensure 1t
remains firmly on everyone's radar and
that they are clear about what 1s
expected from them

Accompanying our Group
Environmental, Health and Safety Policy,
we have a core group of eight of our
health and safety pohicies which we call
'lifesaving policies’ These policies cover
high nisk areas, where policy breaches
could endanger life or lead to serious
mjury They are avaifable in locat
tanguages and we have continued to
provide guidance to our sites on how to
rmplement them, using tools such as
e-learning, gap assessments and internal
audits All sites have action pians for the
implementation of our lifesaving peolicies
and good progress 15 being made against
those plans in addition, e-learning
modules on three of the policies were
rolled out this year to employees to raise
their awareness

There are two broad areas of focus
for us in workplace health and safety
The first is process safety which is about
how we safely manage our most
hazardous processes The second area
1s occupational health and safety which
1s about Incidents that happen more
frequently but are less severe like ships,
trips, falls, cut injuries, sprains and
strains We have more work to do in our
safety behavioural programmes to drive
more ownership for personal safety
throughout all levets of the organisatior

Johnson Matthey
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Process safety

We introduced a2 new process safety risk
management strategy :n 2017, followed
by a new process safety severity rate
indicator tn April 2018, and early signs
of a reduction in severity rates are
emerging as shown in the chart below
We still have more work to do to ensure
we are accurately capturing the data and
to maintain our good progress to reduce
the severity rate further

Our process safety risk management
{PSRM) is based on a framework
developed by the Centre for Chemical
Process Safety (CCPS) We have created
a working (infrastructure, with a group
process safety team, subcommuttees with
defined responsibilities selected site
process safety champions and provided

M specific trarming 112 senior managers,

312 site leadership teams and 26 process
safety champions have all been trained

We have conducted site surveys to
identify sites with process safety risks —
and whether the risks are high, medium
or low - 1o enable us to target our
process safety efforts All these sites have
carned out maximum credible event
(MCE} studies Severa! high risks were
identified with many actions, around
80% of these have now been completed
which has resulted in significant
reduction of risk Any process safety
event and Its severity rate are logged in
our specialist reporting system to ensure
a standardised approach.

Process safety severity rate

lohnson Matthey
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Fight of our fugh risk sites had a
PSRM audit in 2018/1¢, providing useful
indications of where approaches to
process safety needed to be strengthened
We have also created a new protocol for
our process safety audit, based on our
process safety framework and aligned
with the CCPS

Other activities include a pilot for
our process safety competency assurance
programme, with individual site
personnel assessmerts, engoing roit cut
of our risk related process safety and
engineering standards which cover topics
commoen across JM such as pressure
relief, and implementation of lagging
and leading process safety indicators

Improving safety behaviour

The second area of focus 15 ‘behavioural’
- simple accidents ftke tripping over that
could be avoided with greater awareness
of the nsk Around three quarters of our
injuries are due to behaviour and the
main types are sprains and strains shps.
trips and falls, and hand mjuries

Qver the last ten years, we have seen
a long term reduction of 50% In fost time
incident rates but the figure has been flat
over the last few years Armong our
efforts to reverse this, we identified the
12 sites that had pocr leading and
lagging indicators and put in place
targeted safety improvement plans All
have now seen a good reduction i injury
rates, and seven out of the 12 sites have
reduced their total recordable injury rate
by maore than 40%

We bave continued 1o emphasise the
benef t of learning everts to help bring
down cur totat recordable injury rates
This year we reported a greater number
of learnirg events, where we looked at
near misses, unsafe condittons and unsafe
acts — injuries that had been avoided,
but sometimes only just There are
valuable lessons to be learnt here and
these events have been successful in
reducing \njury rates

Safety car be improved and
matnta/ned both by a {eadership
approach and on the grourd through
engaging people in safety prowiding
training and raising their awareness
At the leadership end of the spectrum,
we have an EHS leadership commiitee
in place which assists the company in
meeting its EHS responsibilities and in
creating a positive safety culture across
the whole of IM Site visits, having safety
conversations, persona: safety messages
and reviews of EHS actions all highhight
the visible invalvement of leadership

At the same time, EHS leadership
tram:ng has been integrated into jM
leadership programmes at all fevels,
and a gicbal EHS induction programme
for Jeaders and managers has recently
been developed Regional EHS
conferences with site operations have
been set up, with the first taking place
in September 2018

Trade union committee representation

23 (43%}) of our manufacturing sites have active trade unions
and 74% of thern have a trade uricn representative on their
local health and safety committee 78% of sites have formal
trade union agreements that cover health and safety topics
{listed in the table on the below)

Topics covered by trade union agreements

To ¢

RN VIR K ) |

Use of personal protective equipment 71
Participation of worker representatives in health and 83
safety Inspections and investigatiaons

Training and education 87
Complaints mechan-sms 82
The nght 1o refuse unsafe work 94
Periodic inspections 82




At the onsite locat level we have
completed the rollout of My Team,
My Responsibihty’, a training scheme
that builds on our EHS behaviour
awareness programme and atigns with
our EHS behaviour standard. All sites
have benefited and there have been
some outstanding successes

Occupational health

QOccupational heafth also remains very
important for us The number of
occupational 1linesses reported each year
remains low, and while the number of
cccupational heafth cases has come down
from 251N 2013/14 to 21 1n 201819,
we saw a year on year rise from 2017/18
We are seeing an increase In work related
stress cases, though the overall number
15 simall There 1s better awareness and
we are encouraging our staff to report
these cases, but we are taking the
Increase seriously.

We have identified three factors that
are leading to stress in our workplaces
waork relationships, work pressures, and
organisational change In the UK alone,
over 11 mithon working days a year are
lost because of mental health problems,
with cne in four pecople affected

During the year we began to
introduce a numkber of programmes and
services giobally across JM te support the
heaith and wellbeing of cur pecple, with
more to follow in 2019720 These are
explained more fuily on page 69

My Team, My Responsibility
brings improvement in
EHS culture

In Pennsylvania, US, a behaviour

based safety team ran the "My Team,

My Responsibility’ programme for all
the departments at three of our sites
Around 70 superwisors were trained

The programme strengthened the
supervisor / employee relationship,
encouraged navel thinking on EHS topics
and raised safety awareness At the
same time, the employee recognition
scheme was refreshed As a result of the
programme the EHS culture maturity
rose from level two to level four and

the peop'e mvoived were winners in

the ‘protecting people and the planet’
category at our annua JM awards.
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We tackle accupational heaith at
both group and site lavel At group levei,
for example, we set policy and provide
guidance for the management of chernical
exposure, which is imp'emented at cur
sites Chemical exposure is a major area
of focus for us and incidents are declining
We continue to conduct work on key
areas such as platinum saft exposure as
platinum sait sensitivity can occur in
some, but not all, employees who are
exposed to certain types of platinum
salts during the course of their work

Ergonomics remains a focus area
Lack of correct physical movement — at
a workstation, in a lab or on the factory
floor — can lead to musculoskeletal
disorders We issue guidance at group
level which 1s then implemented at site
level To enhanrce our assessment of
ergonomic risks, this year we ran a tnal
af the Humantech systern across 20 of
our sites globally in JM. The systern
provides online awareness and risk
assessment traiming as well as risk
assessment survey records and reporting
After this successful pitot, we are now
implementing the programme In all
sectors at most of our sites.

We have also updated our policy
and guidance on industnial hygiene -
the recognition and contro: of
environmental factors that may cause
sickness — and are now rolting them out,
with an emphasis on training and
celiaboration ameong employees

Driving further improvement

We provide ongeing traimng en health
and safety 10 mainiain employees’
awareness towards known risks and
advise on the top injury trends. Our
Enablon heaith and safety reporting
platform 1s used for reporting ard
analysing risks, which helps us target
areas of concern

We have an ongoing programme
of reguiar EHS assurance audils which
are undertaken using global protocos
in 2018/19, we undertook 26 audits
(including eight process safety audits)
at cur manufacturing and R&D facilities
and completed 14 audit action reviews

A total of 40% of our manufactunng
sites are compliant with BS OHSAS 18001
the internationatly recognised British
Standard that sets out requirements
for good practice in occupational healtk
and safety management

All of our manufacturing sites have
formal health and safety committees 10
help monitor, collect feedback and advise
on occupational safety programmes
They are led by site sernor management
and meet on a regular basis to cascade
plans and ideas to and from our workforce
Over half of cur manufacturing sites
have a formal joint worker-management
health and safety committee comprised
of representatives from both staff level
and management grades, covering 81%
of employees globally

Johnzon Matthey
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In 2019/20 we witl continue to focus
on process safety and accupational health
anc safety We have introduced EHS
personal safety action plans for our
GMC leaders and at al! levels down to
our fronthne teaders Their plans include
practical activities to promote a proactive
safety culture by demonstrating more
visible fugher quality safety leadership
The successful outcome for us 1s greater
empioyee engagement and, (r turn,
improved EHS performance We are alse
increasing the regularity and quahty of our
EHS communications with targeted and
measurable campaigns to drive awareness,
engagement and personal ownership

Health and safety performance

During the year, reported in,ures across
IM were of refatively low severity (none
were life threatening or Iife altering) but
disappointingly, despite continued focus
on health and safety over the last year,
our lagging indicators of performance
for employees continued to be flat Our
lost trme injury and iliness rate (LTHR)
of 0 53 and tatal recardable injury and
ilIness rate {TRIIR} of 0 97 were both
marginally higher than last year
(2017/18 LTIIRO 52 , TRER 0 96 }
When we analyse our performance
further, we can see that this plateauing
is 1solated to @ combination of poor
performance at twoe sites and an increase
in werk related stress cases in the UK,

if we exclude occupational related stress
cases this year, our LTHR was 0 45

Lost time injuries and illnesses
by event type

Johnson Matthey
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Interventions are aiready well under way,
both sites are on safety improvernent
plans and we are rolling out a range of
we'lbeing support services and activities

There were a total of 80 lest time
accidents and iliness2s across tre group
during 2018/19 There were nc employee
fatalities in the year, the last employee
fatalily at Johnson Matthey occurred In
July 2015 Qur performance 1s summarised
in the charts below

More positively In the year we saw
a 50% increase in the rumber of EHS
learming events that were reported Th:s
leading performance indicator shows
that we are making progress in increasing
awareness of potential ‘near miss’
incidents and that we are developing and
embedding an EHS culture across |M
Our teaders also had a greater number
of safety conversations during the year

QOur construction projects use a
contractor workforce and we work hard
to ensure the safety of all contractors
who work for us Qverall, contractor LTIIR
dropped from Q 74 t0 0.40 Lost time
incidents involving contractors fell during
2018/19 to six (2017/18 eight} This
improvemnent in performarce comes from
focusing on and auditing our {ifesaving
policies and was achieved despite 3 39%
increase in reported contractor hours
worked from 2,171,462 during 2017/18
to 3,009,338 1n 2018/18 This reflects
the increased activity due to increased
capital investment across the group
There were no contractor fatalities in
2G18/19; the last one occurred In
Octaber 2010.

Lost time injuries and ilnesses
by region

The number of cccupational
i Inesses reported durirg 2018/19 was
21, giving a rate of 0 1401l .nesses
per 200,000 workirg hours in a rolling
yearin 2018/19 {compared with 0.085
in 2017118} Ofthe 21, 13 wereIn
Furope and eight were i~ North America
No contractor tinesses were reported
in 2018/19

Qur overall number of occupational
| inesses remgains low a'though there
has been a noticeable ircrease in cases
this year, principally due to increased
reporting of work related mental
we lbeing cases which represented 13
of the 21 cases reported All 13 were In
the UK We have been aware of the rising
trend in reported cases of mental il
health in the UK and have focused
efforts to tackle the problem, support
our people and provide proactive
guidance (as described or page 69)
across JM globally

We have continued to use a
heaith scorecard system developed
by the UK Chemical Industries
Association 1o monitor our heatth
performance This year 61 sites
completed the scorecard questionnaire,
compared with 64 sites the previous year
Of these, 64% reported scores of Aor B
{which corresponds to best practice),
30% reported C scores {which corresponds
to our current minimum target score);
and 6% reported an average D score
{befow our current mmimum standards)

Occupational illness cases



Sustainable
business goal

Health and
safety

For health and safety,
1 aspire to zere harm

Sustainable
business KPls

Anaual TRIIR
Annual LTHR

Annual CSHA
severity rate

Basaline 2018N19 2025 target
TRIIR in 2016417 097 06
{THR in 2016/17 053 02
Rate in 2016117 279 60

Fe g e aijaitist o Is ¥ o o i suslamiaole bisiriess adls s delailed unoages 31 1 33 and 2 301

All scores were in line with the previous
year afthough within these, occupational
iliness leadership was a topic which
reported a lower performance and so

1s an area we will focus on in the
coming year.

Alongside our other heaith and
safety performance metrics, we also
monttor our OSHA severity rete The
severity rate from the US Occupationai
Safety and Health Administration {OSHA)
1s a calculation that gives us an average
of the number of lost work days per
recordable incident The premise 1s that
ar incident that resulted in an employee
missing time from work to hea! and
recover has greater significance than one
where the employee can immediately
return to work It 1s therefore a usefuf
metric for us as we strive to reduce the
severity of the incidents that occur at cur
facilities by improving our workplaces
and our behavicurs to avoid incurring
these more significant incidents
Tke rise 1 our rate this year comes from
a combnation of the increased number
of wark related stress cases and the fact
that these cases have required langer
periods of ime off work Excluding work
related stress cases. our OSHA severity
rate 15 24 4

Lost time injury and lliness
rate (LTIIR)'

per 200,000 working hours in a rolling year
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Communicating with external
stakeholders

We maintain engoing communications
with our external stakehoiders and
update them on our activities through
regutar publications (including this
report), cur website, surveys and topic
specific meetings, We outline detai's
of our major stakeholders on pages 28
and 29

We are also active members of a
number of trade associations and groups
which help us to understand, inform
and contribute to 1ssues and discussions
that are relevant to our stakeholders
Associations we have worked with 1n
2018/19 include the UK Chemucal
Industries Association, The Eurcpean
Chermical industry Council {CEFIC),
the Society of Motor Manufacturers and
Traders, the Association for Emission
Control by Catalyst, the International
Platinum Group Metals Association, the
European Precious Metals Federation,
Eurometaux {which represents the
European non-ferroLs metals industry),
and Aldersgate Group In September
2018, we joined the Hydragen Council
as a steering member (see page 29)

Total recordable injury and illness
rate (TRIIR)’

per 200,000 workirg hours in a rolling year
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Shareholders are an important
stakeholder group We meet with our
maijor shareholders regularly, as descnbed
In the Cerporate Governance Report.

Peqes "7 anl 18

For investors particularly interested

in ethical and socially responsible
investments, we meet with spectalists
from their organisations to discuss
sustainability and corparate social
responsibility issues where apphcable
and participate 1t key sustainable
investment benchmarking studies These
include the Carbon Disciosure Project
(CDP}, the Dow Jones Sustainability
tndex {DJSI) and FTSE4Good.

In March 2018, we received an
‘AAA ESG rating from investment index
provider MSU for the seventh consecutive
year This 1s the highest passible rating
for a company's risk and performance
against a range of environmentai, socal
and governance factors, and one that
places us above our chemnical rndustry
peers We are a constituent of the
FTSE4Good UK 50 Index

OSHA severity rate
A Mant
PR 28 2019
OSHA severity 185 184 279
Mostaren b 1t el thet ssene repeenabaf  the
yeat el
Johnson Matthey
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PEOp|e continued

Recognising
our people

Our {M Awards categories are aligned with our values, which guide the behaviours of everyone in the business
The winnars have been recognised as individuals who truly embody the core of what JM is and strives to be.

Protecting peaple and the planet | Owning what we do

This award recogrises achievements and signrficant "Owning what we do” focuses or areas of cur
contributions to improving heaith and safety and 7or business which hirk directly with fuifitling our
safequarding the environment The winning projects strategic goals, taking accountability for
demonstrated visionary and ieading commitment to ! driving business performarce and leading in
enabling a cleaner, healthier world through driving ! ) tine with cur visian, strategy and values The
progress in reducing environmental impact or winners of this category went the extra mile to
gmpreving health, safety and employee wellbeing achieve the very highest standards and deljver

what they promised

Innovating and improving:
operations

This award focuses on how hard
waork, including practices,
processes, systems, metheds and
busimess models, has led to
manufacturing and / or value
adding improvements in '
efficiency for a team, a site or
the company as a whole.

Working together: in our communities

Fiwe winner of this category recogrises community investment smbiatives
that make a positive impact o loca! communities

Acting with integrity

[Acting with Integrity” can take many forms, from engagement
land the way we treat each other 1o the decisions we make anoul
the way we do busmess This award recognises an individual who
lakes action to ensure |M 1s doing the right tring Teis ras been
lat the core of M s nce its foundat-on and 1s key 1o ensurirg we
bui'd and protect our reputation Qur wirner advocates integr ty,
ncluswity and respect for others th-ough the r everyday actwvilies

oy Te g plAa e e Oy
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As a young female scientist at the start of my career, | found

it a privilege to be part of the awards and meet world ciass
scientists who pioneer research to protect our planet.

1

The JM Awards has shown me the remarkable things we can

do when we work together, and that we are a global family

which continues to grow, innovate, connect and celebrate

our achievements. I/

Emma Gledhill, Scientist

Explore mars
Tindoctmore ol e 200 O Anatds
methiey camdm-awards

Innovating and improving:
science and technology

[This category recognises the value

that new ideas and innovations in
science and technology bring to

ohnson Matthey and our

icustomers, and the value created

when we improve our working

practices innovations and
improvements can anse from a

single eureka moment, or from i
extensive collaborations with
colleagues and customers However
they emerge, they strengthen our
technology portfolic and enhance
our reputation, and business or
process performance Qur winners
were part of a team that has

shown how an innovative approach
can be used to create valuable
opporturities for johnson Matthey

Chief Executive’s award for outstanding contribution

[This award pays tribute to the immense contribution our people make
ta )M's success Today we have an exceptiorally diverse and global
vorkforce and cur tradition of engaging, developing and recognising
the best of our people 1s continued through this award This peer
nominated award gave our people the opportunity o champion a
colleague and tell us how they have inspired or excelled by taking
initiative and carrying on responsibilities beyend their reqular job,

in a way that embodies |M's culture and values

i Working together: in business

This category recognises the very best examples
of working together in ]JM Collaboration can
happen at all levels and 15 often a part of what
we do day to day; this award was given to
employees that go above and beyond
expectattons and that have a real impact on the
success of the company

human periodic table T T
o celebrate the 150th year of chemistry's most iconic mage in true
M style, we created our very own human periodic table With a httie
help from 150 finalists, judges and guests under one giant blue
hale, we snapped the memorable image from the balcony above
Hintze Hall at | endon's Natura!l History Museum

Johnson M.au'hq; .
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Financial
performance

review

Group performance review

Reported results

Year ended 31st March

2019 2018 % change
Revenue' f mithon 10,745 10,274 +5
Operating profit £ mitlion 531 359 +48
Profit before tax (PBT) £ mitlion 488 320 +53
Earnings per share (EPS) pence 215.2 1552 +39
Ordinary dividend per share pence 85.5 80.0 +7
Underlying performance? Year ended 21st March
% change,
2019 2018 % change constant rates’
Sales exciuding precious metals {Sales)* £ million 4,214 3,846 +10 +10
Operating profit £ milhon 566 525 +8 +8
Profit before tax £ million 523 486 +8 +7
Earnings per share pence 228.8 208 4 +10
MNotes
Reveriue for the yedr ended 31s0 Merch 2008 Eas Been restdier] see note 43 o0 paye 220
Lhedesdyig s belre profit or Fass on disposal ef businesses, qain or foss un sl tanUegal proceedn ugs logethien wth associdizd seget Costs, driortisalion of acgueced vitangibles,
AP e Laoad restraclunng charaes and where elevent, relaleo lax effects @ wlsior iltant Llax rale therges ot defonions ard reconct daon ol o her son JAGR

mieasutes see note A on pace 179

2 tlpless olnerwse stalon salus ar ¢ operdbing prol s cormementdny refers (o perorngiee al comstant rales Srowlhal cor stant rates excluades the trar sl grnpec of ferengn
exchangs iaoven ers, with 2711708 realts convered at 2005019 avcraqe exonarge tates

Aoventae 1 xe ] iding sales of precion s metals fo o astomes and the preceis metabeantent of prodicts s Id £ -ustomers -

Summary

Underlying performance?

+  Sales grew 10% and underlying operating profit grew 8%
at constant rates? driven by strong growth in Clean Air

+  Underlying EPS was up 10% and ahead of operating profit,

benefiting from 3 lower tax rate

*  Free cash was an outfiow of £13 midhan, impacted by
platinum group metal {pgm) refinery downtime, drniving
higher precious metal working capital and higher capex

«  Average working capital days exciuding precious metals
improved by three days to 59 days

*  Return or invested capital {ROIC)®, excluding net pension
assets, decreased from 17 0% to 16 4% ma:n'y due to
higher precious metal working capital

+  Strong balance sheet with net debt of £ 866 mil ion, net
debt to EBITDA of ¥ 3 trimes

Reported results

U oalgne e Togpnt

Reported revenue increased 5%

Reported operating profit was £531 mulhon, up 48% In the
prior year, we recognised a major impairment and restructuning
charge of £90 million, and a legal settlement of £50 millian

Reported EPS was therefore up 39% reflecting the higher
operating profit in the current year

Cash inflow from ocperating activitries was £334 mithon

Recommended ordinary dividend up 7% to 85 5 pence for
the fu!l year, reflecting our strong performance and
confidence 1n the group’s future prospects

TS B O Y I T
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Sector performance review

Performance summary by sector

Clean Air

£2,720™ £393™

Sales' +11%- Operating proht’ +13%:-

Sales' by business

Heavy Duty Diese! (HDD) Light Duty Vehicles {LDV)
34% 64%

A global leader providing catalysts to reduce harmful emissions

from vehicles

« Light Duty Vehicles - catalysts for gasoline and diesel light duty
vehicles, including hybrids

+ Heavy Duty Diesel - catalyst systerns for diesel powered trucks and
buses and non-road machtnery

+ Other - catalyst systems for stationary equipment

Customer profile

+ {ar companies

+ Heavy duty truck and engine manufacturers
+ Local Chinese producers

« Global customer base

Major competitors

« BASF * Umicore * Cataler

Margin 14.4%
Return on invested capitat 30.0%

Employees 5,919

Sel « vl e aus i elat
A wldhl pdie s Iveend e VoD e TS
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Efficient Natural Resources

£991™ £181™

Sales’ +4%- Operatung profit® +15%:

Sales’ by business

Creating value from efficient use and transformation of critical natural
resources including oil, gas, biomass and platinum group metals {pgms)
Catalyst Technologies — manufactures speciality catalysts and
additives, licenses process technology and delivers services to the
chemical and o1l & gas industry

- Pgm Services - marketing, distribution, refining and recycling of
pams, fabricates products using precious metals ano related matenals
and manufactures pgm chermicals

Advanced Glass Technologies - precious metal pastes and enamels
primarily for the automotive industry

.

Diagnostic Services — for the ol and gas industry

Customer profile

* M businesses and their customers
+ Cherical companies

* Engineering contractors

+ 0il and gas companies

= Industnal pgm users

« End of life autocatalyst colfectors
« Autormnotive industry supphers

Major competitors

= Haldor Topsoe * Albemarie * Umicore
= {larant + Grace * Ferro

= BASF + UGP = DuPont
* Lurgl + Heraeus

Margin 18.3%
Return on invested capital 12.6%

Employees 3,645



Health

£43™

Operating profit” -4%°

£257™

Sa'es' +3%’

Sales’ by business

* Leading provider of solutions to the complex problems of both
generic and Innovator compares

* Develops and manufactures active pharmaceutical ingredients (APIs)
for a varniety of treatments

= Operates in the large and growing outsourced small molecule
APl market

Customer profile

* Genenic pharmaceutical companies
« Innovator pharmaceutical companies

Major competitors

* Noramco + Cambrex + Hovione
* Francopia * AMRI « Almac
* Siegfried » Alcam

Margin 16.7%

Return on invested capital 9.0%

Employees 858

New Markets

£362™ £2™

Sales’ +17%* Operating prof .t -85%°

Sales’ by business

Accessing new areas of potential growth aligned to global prionties of

clearer air, improved health and more eff.cient use of naturat resources

Alternative Powertrain — provides battery matenals, including eLNQ,

ou- leading uitra high energy density cathode matenal, for automotive

applications, battery systems for a range of applications and fue! cell

technologies

= Medical Device Components - leverages cur science and technology
10 develop products found in devices used in medical procedures

= Life Science Technologies - provides advanced catalysts to the

pharmaceutical and agnicultural chemicals markets

Customer profile

* Automotive and heavy duty vehicle companies

* Lithium-ion cell manufacturers

= Fuei cell manufacturers

= High performance cordless tooi and niche transport manufaciurers
* Medical device companies

+ Pharmaceutical, fine chemical and agrochemical companies

Major competitors

* Umicore ¢« BMZ * Heraeus
* BASF * WL Gore * Evornk
* LG = 3M

Margin 0.7%

Return on invested capital 1.1%

Employees 1,934
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Financial performance review continued

Operating results by sector
Clean Air

Sales

LDV Eurcpe
LDV Asia

LDV Americas

Total Light Duty Vehicle Catalysts

HDD Amenicas
HDD Europe
HDD Asia

Total Heavy Duty Diese] Catalysts

Year ended 31st March

Qther - staticnary

Total sales

Underlying operating profit
Margin

Return on Invested capltal (ROIC})
Reported operating profit

2019 2018 % change,
£ million £ million % change constant rates
1,031 855 +20 +21
361 351 +3 +3
346 358 -3 -4
1,738 1,564 +11 +12
476 395 +20 +19
3 320 +4 +4
128 131 -2 -1
938 846 +11 +11
44 44
T 2,720 2,454 o e
393 349 +13 +13
14.4% 14 2%
30.0% 30 5%
390 296 +32

Double digit sales growth in both LDV and HDD catalysts
+  Light Duty Europe sales up 21% with strong growth in both diesei and gasoline.

«  Achteved share gains in Eurcpean light duty diesel and a market share of circa 65% at March 2019

+  Light Duty Asta sales grew 3%, ahead of market production

= Light Duty Americas sales were down 4% driven by weaker diesel sales

+  Sales of HOD catalysts were up 11% primarnly due to continued strength in higher value US Class 8

«  QOperating profit was up 13% and margin improved 0 2 percentage points to 14 4%

Light Duty Vehicle (LDV) Catalysts

Cur LDV Catalyst business provides catalysts
for emission control after-treatment
systerns that reduce ermissions for cars
and other light duty vehicles powered by
diesel and gasoline. The business grew
12%. well ahead of the decline in global
vehicle production

In Europe, where diesel accounts for
arcund 85% of our LDV business sales
grew 21% primarnily driven by our diesel
market share gains

Johnson Matthey
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Sales of diesel catalysts were up 22%
refiecting our marke: share gains and
were significantly ahead of diesel market
production which declined 9% year on
year As expected, we achieved the circa
20 percentage point increase in our
market share from 45% to circa 65% by
the end of the financial year There was
also a small benefit from higher value

When these are included, the overall
share of diesel saies ir Western Europe
was 42% for 2018/19, compered with
49% 10 2017/18 These trends do not
change our assumption of a diesel share
of around 25% of total light duty vehicles
and 20% of cars in 2025
Sates of gasoline catalysts were up
18%, well ahead of market productian

sales of more complex catalyst systems
in Western Europe, diesel accounted
far 35% of new passenger car sales in
2018/19 compared with 42% 11 the 'ast
financial year Light duty commercial
vehicles remain large y diesc! today

Growth was driven by an improved sales
mix with ar increased rumber of high
value coated gasoine particulate filters
(GPFs) sold in the period We expect
the number of vehicles with coated
GPFs 1o increase in the medium term.
significantly increasirg our sales value
per gascline vehicle



The World Harmonised Light Duty
Testing Procedure (WLTP) was introduced
from September 2018 There was same
disrupticn to phasing of European
automotive preduction and sales, but we
experienced no material impact on our
business in the year In the longer term,
due to the different techmcal requirements
to meet these standards, some auto
original equipment manufacturers {OEMs)
have changed solutions Consequently, as
we previeusly mdicated, our anticipated
five percentage point market share gamn
in gasaline will not be achieved by
2020/21. We continue to increase R&D
spend on gasaiine catalysts given the
development of the market

Sales in Asia LDV grew at 3%, ahead
of the decline in market production
Within this, sales tn China declined 5%,
broadly in line with the market which
slowed significantly during the secong
half of our financiat year China currentiy
represents a simail portion of our Clean
Auwr Sector and therefere the impact
of the Chinese market decline was
not material Over the medium term,
our Asian business will double in size
as we capture growth from tightening
legislation, particuiarly in China and India

Sales in Amenricas LDV were down
4% while market production was flat
This was driven by a weaker performance
in diesel following strong growth n the
prior year and the ramp down of a platform

Heavy Duty Diesel {HDD) Catalysts

Our HDD Catalyst business provides
catalysts for emission control
after-treatrment systems that reduce
emissions far trucks, buses and non-road
equipment The business had ancther
good year with sales growing 11%,
sigrificantly ahead of global market
production, driven by strong growth in
the higher value US Class 8 market

The Americas HOD Cataiyst business
grew sales 19% Sales of catalysts for
Class B trucks were broadly in line with
market production of 22% and we
continue to expect high tevels of
preduction to peak in the middie of the
2019 calendar year

Sales in our European HDD Catalyst
business grew 4%, ahead of the market
This outperformance was driven by the
ihcrease in the propertion of sales
re'ated to higher value non-road
exiruded procucts

Estimated LDV sales and production {number of light duty vehicles)*

Year crd ATt Ma
2019 INIE \~
millions e chorae
North Amenca Seles 20.6 208 -1
Production 169 169 -
Total Europe Seles 204 208 -
Production 22.0 222 -1
Asia Sales 43.4 44.8 -3
Production 47.2 45 8 -3
Global Sales 93.0 958 -3
Production 918 94 0 -2
Estimated HDD truck sales and production {number of trucks)*
vear erded 316t Na- h
2019 2ty '
thousands S st s b e
North America Sates 615 535 +15
Productton 624 540 +16
Total Europe Sales 506 502 +1
Production 645 653 -1
Asia Sales 2,257 2,297 -2
Production 2,298 2,314 -1
Global Sales 3,515 3,450 +2
Production 3,710 3,631 +2
* Soorce LMC Auto ol ve
Sales in the Asian HDD Catalyst Qutlook

business were broadly flat, in {ine with
the market in China sales fell 10%,

also in line with the market This followed
a period of strong production growth
driven by increased demand for trucks

as a resuit of loading hmit legislation.

We continue to see strong sales growth

in Indra from a low base

Underlying operating profit

Operating profit grew 13% and margin
improved by O 2 percentage points,
benefding from volume leverage

ROIC

ROIC, excluding net pension assets was
down slghtly at 30 0% reflecing higher
precious metal working capita:

We expect a year of more modest growth
in 2019/20, weighted to the first ha!f

as we reahse the benefit of annuaiised
share gains, partly offset by reinvestment
inte R&D, our ERP system and new
manufacturing capacity We anticipate
that these investments for growth and
efficiency will lead to a shghtly lower
margin than in 2018/19. Beyond
2015/20, we expect sales and ocperating
profit growth to be increasingly drniven

by the intreduction of new legisiaticn

in China and India

johnson Matthey
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Financial performance review continued

Efficient Natural Resources

Sales

Catalyst Technologles

Pgm Services

Advanced Glass Technoiogies
Diagnostic Services

Total sales

Underlying operating profit
Margin

Return on invested capital {ROIC)
Reported operating profit

Year ended 3 1st March

2019 2078 % change,
£ mitlion £ milhon % change constant rates
567 564 - +1
281 253 411 +10
75 82 -9 -9
68 57 +21 +24
991 956 +4 +4
181 158 +15 +15
18.3% 16 5%
12.6% 11 8%
175 138 +27

Growth in sales and margin improved

= Sales growth driven by double digit growth in catalyst refilis and higher average pgm prices, partly offset by lower catalyst first fills

*  Operating profit grew strongly and margin improved by 1 8 percentage points to 18 3%, benefiting from higher average pgm
prices and net benefits from improved efficiency partly offset by reinvestment in the safety and resihence of our pgm refireries
and weaker performance in Advanced Glass Technologies

Catalyst Technologies

Our Catalyst Technologies business
licenses technology and manufactures
speciality catalysts and additves for the
chemicals and oil and gas industries
Sales were broadly flat with double digit
growth in refill catalysts offset by lower
sales from first fili catalysts while
licensing was stable at a low jevel

Refilt catalysts and additives 1s
recurring business which makes up the
majority of sales within our Catalyst
Technologies business Sales grew
double digit, outperforming our markets
in aggregate We saw very strong
performance in methanol but weaker
performance In ammaonia, primarily
driven by the phasing of customers’
orders There was also goed growth,
above the market, in catalysts for
petrochemical and hydrogen plants

Sales of catalyst first fills were
significantly down These are one-off In
nature and driven by the start up of new
plants Sales of methanal first fills were
lower following increased activity in
2017/18 as industry capacity came on
strearm and hydrogen first fills were aisc
down reflecting a large order in 2017/18

Cur licensing business 15 dependent
on new plant buiids and income 15
recognsed over the period of construction

Johnson Matthey
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In the year, licensing \ncome was stable
and activity around new plant builds,
particularly for the technologies we
license, remains subdued We sigred
five new licences in the pericd which
include our newly developed technologies
such as meno ethylene glyecol and waste
to aviation fuel Whilst we do not expect
a matenal recovery in hcensing income
in the near term, we are pleased with
our progress in developing and
commercialising new technologies

Pgm Services

Our Pgm Services business primarily
provides a strateqic service to the group,
mainly supporting Clean Air with security
of metal supply 1n a volatile market
This business I1s expected to grow at
tow single digits over the medium term
It comprises our pgm refining and
recycling activities and produces chemical
and industnal products containing pgms
in the period, sales grew 10% We
saw strong growth in our refining and
trading businesses due to higher and
more volatile average pgm prices
Average palladum and rhodium prices
were up 20% and 83% respectively,
while the platinum price declined 11%
compared to the same penod last year
Sa es of chemical products grew s.ughtly
driven by growth in Clean Air which uses
pgm matenals in its catalyst proeducts
However, sales of industria! products
containing pgms were down

In the pernod, we kad unscheduted
downtirme 1n one of our pgm refineries
which, 1n conjunction with higher
average pgm prices, resulted in a
significant increase in precious meta
working capital We expect to make
progress in reducing cur precious metal
working capital in our refineries during
2079/20 and anticipate being at
normalised ievels by the end of 2020/21
We are improving the performance of
our refineries and, as previously stated,
we are investing to ensure our assets
operate effectively and reliably, improving
returns This programme amounts to
around £100 millien over three years
and Is already ncluded within our group
capex guidance

Advanced Glass Technologies

Advanced Glass Technologies mainly
provides black obscuration enamels

and silver paste for automotive glass
apphcations Sales declined primarly
driven by the automotive segment
reflecting a slowdown in global car
productian and weaker performance 1n
China, partiy due to destocking In the
supply chain Demand for non-automotive
enamels and ceramics was also lower



Diagnostic Services

Dagnostic Services provides specialised
detection, diagnostic and measurement
solutions for our custemers in the
petroleum industry Qur Diagnaostic
Services business grew strongiy The
higher oil price drove greater activity in
the upstream o1 and gas industry leading
to higher capita investment ard
increased operating expenditure by our
customers This resulted in improved
demand for our services

Health

Sales
Generics
Innovators

Total sales

Underlying operating profit
Margin

Return on invested capital (ROIC)
Reported operating profit [ {loss)

Underlying operating profit

Operating profit was up 15% and margin
improved by 1 8 percentage points,
benefiting by around £16 miilion from
higher pgm prices, around £7 midhon
of savings from the restructuring
programme and further net benef ts
from improved efficiency across the
sector of which around £5 million will
not repeat. This was partly offset by
higher aperating cos:s in the pgm
refineries and investment in their safety
and resiiience

ROIC

ROIC, exciud'ng net pension assets was
up by 0 8 percentage points to 12 6%
reflecting higher operating profit

QOutlook

In 2019/20, we expect sales growtk with
operating profit growth ahead of sales as
we continue to drive efficiencies in our
business and maintain our focus on
higher growth segments

Year ended 31st March

2019 2078 % change,

£ million £ mullion % change constant rates

i¥a 173 -1 -2

86 74 +16 +14

257 247 +4 +3

43 44 -3 -4
16.7% 18 0%
9.0% 8 4%

50 (12) nia

Sales growth with operating profit slightly down

*  Generics sates were breadly flat whilst Innovators continued to grow.

«  Operating profit was shghtly down as expected and margin was 1 3 percentage points lower This was mainly due to a weaker
product mix because of a continued dechine in high margn products as they moved through their ifecycle and net costs

assoclated with footprint opumisation

*  There are 46 molecules 1n our generic APl pipeline, which includes cne launch in the year We remain on track to deliver an
additienal £100 m:hon of operating profit by 2025

Generics

Our Generics business develops and
manufactures generic active
pharmaceutical mgrechents (APIs) for a
variety of treatments Sales were broadly
flat with a mixed performance across
the business

Sales cof controlled APis grew shghtly
We saw sales growth in bulk opiates in
Europe with strong demand from one
key customer following a weaker prior
year Sales of speciality opiates alse grew,
primanly driven by buprenorphine with
higher volumes supported by (ncreased
capacity from the ramp up of our
manufacturing site in Annan, UK Cur
sales of APIs for ADHD treatments were
flat Although we saw a reduction in
pricing and vo'umes of certain high
margir ADHD APIs as they move through
therr natural lifecycle, we berefited from
a new customer faunch follovwing a
recert product approval

Qur non-controlied APls declined
as expected. This primarily reflected a
reduction n sales of dofetilide as new
competitors for cur customer entered
the market

Innovators

Our Innovators business performed well
We saw growth from sales of APis where
our customers are Increasing volumes as
they move inlo late stage testing ahead
of commercialisatior

In the pericd, we also announced a
strategic manufacturing partnership with
[mmunomedics for tre manufacture of a
drug finker used in the production of an
IMMUNe-onco ogy treatment for triple
negative breast cancer The drug s
currently under review with the US Food
and Drug Admiristration (FDA}

APl product pipeline

We continued to invest In our new
product pipeline across both our
Generics and Innovators businesses, and
this I1s substantialty on track We have
46 products in our pipeline of generic
APls (31st March 2018 39 products),
which includes one product that launched
In the year and four that meved into
regutatory stage Within our pipeline

of iInnovator APIls, three products are
near.ng commercial launch with new
drug approvals (NDAs) filed with the
FDA by our customers

‘ Strategic Report |
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Underlying operating profit

Operating profit was shghtiy down and
margin decreased by 1.3 percentage
points This mainly reflected a significant
decline in high margin procucts as they
moved through their naturat !ifecycle
Cperating profit was also ympacted by net
costs associated with the optimisation of
our manufacturing footprint due to the
closure of Riverside, US and ramp up of
Annan, UK Whilst the optimisation
delivered savings of £15 mithon in the
year and will deliver significant benefits
over the medium term, associated
one-off costs in the penod outweighed
early savings

ROIC

Return on invested captal. excluding net
pension assets improved 0.6 percentage
ponts to 9.0% due to footprint
optimisation

Outlook

In 2019/20, we expect sales to be broadly
stable whilst operating profit witl grow
double digit, primarey due to cost savirgs
associatec with footprint opt.misation

New Markets
Year ended 3 1st March
2019 2018 % change,

£ million £ million % change constant rates
Sales
Alternative Powertrain 206 156 +32 +33
Medical Device Components 70 74 -5 -6
Life Science Technoiogles 49 45 +10 +12
Other a7 37 -1 -1
Total sales 362 312 +16 +17
Underlying operating profit 2 17 -85 -85
Margin 0.7% 5.3%
Return on invested capital {ROIC) 1.1% 7 9%
Reported operating loss {15) (20) +29

Strong sales growth; commercialisation of eLNO on track

*  Sales growth driven by strong demand for our nan-automotive battery systems and fuel cells

+  Operating profit declined 85% due to further investment in our Battery Matenials business and weaker profitability 1n

Medical Device Components

»  Continued progress in commerciatising eLNO with board approval for the initial capital investment and site selection

for our first commercial plant

Alternative Powertrain

Our Alternative Powertrain business
provides battery systems for a range of
applicatiors, fuel cell technologies and
battery materials for automotve
applications Qur battery matenals
bustness comprises lithium iren
phosphate {LFP} matenals as we'l as
eLNO, our portfaiio of leading ultra high
energy density matenals Alternative
Powertrain sales grew aver 30% driven
by significant growth in battery systems
for e-bikes and contmued momentum
in fuel cells

|ohnson Matthey
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Commercialisation of eLNO

We are making good progress n the
development and cornmerciaiisation of
eLNO which will compete wath future
materials such as NMC 811

We continue (o test our matenals
with our target customers and feedback
remains very posttive. It 1s especiaily
pleasing that as the market for
cathode matenals develops auto
OEMs are increasingly locking for
customised solutions to solve their
specif ¢ prob ems, which plays fo our
strengths in science anc teckne‘ogy

Consequently, we have been tailoring
elLNO for our customers and now have

a portfc'io of materials As we progress
through various stages of testing we wili
work with customers to test eLNO in their
own specific applications To facilitate
this, we are constructing three customer
apphicat:on centres - two In the UK and
one Ir Japan One of the UK centres wiil
be completed 1n 2019 and the remaining
two centres wil! be completed in 2020



In scaling up, we have maoved from
lab scale tc our pilot plant which 1s now
complete We recently selected a site in
Peland for the first 10,000 metric tonnes
commercial plant, which has the potential
for expansion to 100,000 metnic tonnes,
and we are carefully considering how we
scale beyona eur minal 10,000 metnic
tonnes We also signed our first tong term
supply agreement for raw maternals with
Nemaska Lithium

Lithium iron phosphate

In battery materials, sales of lithium wen
phosphate remained at a low level and
were flat year on year

Fuel Cells

Fuel Cells 1s now profitable, with
improved demand for non-automotive
applications and new business wins in
China resulting in sales growth of 41%
We are also investing in new capacity to
support growth in demand

Medical Device Components

Qur Medical Device Components business
leverages our science and technology 10
develop products found in devices used
i medical procedures Sales dechined

6% due to quahty issues which have

now been resolved and an increase In
dual sourcing from our customers

Life Science Technologies

Our Life Science Technologies business
prowides advanced catalysts to the
pharrmaceutical and agricuitural
chemucals markets Sales grew 12%

In the period, supported by sates to
two large customers

Underlying operating profit
Operating profit declined 85% ang
margin reduced by 4 6 percentage points
to O 7% This was impacted by higher
costs in our Battery Materials business as
we continue to build strategic customer
relationships to support commercialisat.on
of eLNO The margin was further affected
by the guahty 1ssues and dual sourcing

in Medicat Device Components and a
strong (ncrease i lower margin Battery
Systerns sales

ROIC

ROIC declined to 1 1% reflecting {ower
operating profit

Outlook

New Markets is expected to delwver sales
and operating profit growth ir 2019/20

A boper oa

Johnson Matthey
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Financial review

Overall, we have had a good year and, despite
challenges in some of our end markets, we are doing

exactly as we said.

At constant rates, our sales excluding precious metals were up 10% and underlying operating profit was up 8%
Underlying EPS was up 10% and the board has recommended an increase of 7% i» the final dividend Further aspects

of the group's financial performance 1n 2018/19 are outlined below

IFRS 15 and related statements

IFRS 15, Revenue from Contracts with Customers, 15 effective for
annual reporting peniods beginning on or after 1st January 2018
and replaces IAS 18, Revenue IFRS 15 pravides a principles-based
approach for revenue recognition. As part of considering the
impact of IFRS 15 we have also performed a detailed review of
how we account for commodity contracts, which has resulted
in g change to the way we are presenting our accounts

We have concluded that swaps and saie and repurchase
agreements entered into by our Platinum Group Meta's Services
business within Efficient Natural Resources should not be
included within statutory revenue Consequently, we have
excluded these transactions from statutary revenue in 2019,
and we have alsc fully restated the prior year financial
statements to reflect these changes This results in both years
now being presented on a consistent basis

The impact of these restatements is to reduce revenue and
cost of sales by £3 9 billion for the year ended 31st March 2018
There 1s no impact on sales excluding precious metals, operating
profit working capital, cashflows or net assets The overail
impact an eguity 1s less than £5 pillion. Historic business
performance measures communicated by Jchnson Matthey
are unchanged Fu!l detals are given in note 39 on page 220

IFR5 16

IFRS 16 1s effective from 1st Apnl 2019 and replaces |AS 17,
Leases. There 1s no impact on the year ended 31st March 2019,
Upen transition, the group will recognise night-of-use assets
and lease liabilties of approximately £75 million on the
balance sheet

For the year ending 31st March 2020, we anticipale an
increase In underlying operating profit of £2 million and an
additional interest cest of £3 million Consequently, the group
estimates that profit before tax will be reduced by approximately
£1 mullion for the year ending 3 1st March 2020 as a resu't of
adopting IFRS 16

Corporate

Corporate costs in the period were £53 million an increase
of £ 10 milhon fram 201 7/18 due to igher legal costs and
costs associated with burrding further copabi 1ty within group
functions Corporate costs are expected to be stightly higher
n 2019/20

Johnson Matthey
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Research and development (R&D)

We invested £190 mulhien in R&D in the periad, including
£19 miltion of capitalised R&D, around 5% of sates Spend
was broadly fat partly due to more focused investment Key
areas of spand includes next generation techrologies 1n Clean
Aur, impraving the efficiency anc resiliency of our refineries in
Efficient Natural Resources, our Health API product pipetine
and mvestment in our eLNO battery material

Foreign exchange

The calculation of growth at constant rates excludes the impact
of foreign exchange movements arising from the transiation of
overseas subsidiaries’ profitinto sterbng The group does not
hedge the imparct of translation effects en the income statement

The principal overseas currencies, which represented 85%
of non-sterling denominated underiying operating profit in the
year ended 31st March 2019, were

Avcrage exchargs rote
Vedr =11 ten 31U YA b

whare ot 2UTW Y

e sierhing denst nateld

St ety g of erating peofa 2019 2014 'w chzrae
US doltar 39% 1.310 1328 -1
Euro 37% 1.134 1134 -
Chinese renmunb 9% 8.81 879 -

Overall, for the year as a whale, the impact of exchange
rates decreased sales by £3 million and increased underlying
operating profit by £ 1 mitlion, following a £27 million and a
£4 milhon decrease respectively in our first half.

if current exchange rates (£:$ 1 295, £ € 1 157,
£ RMB 8.72) are maintained throughout the year ending
31st March 2020, foreign currency translation will have a
negative iImpact of approxtmately £2 million on underlying
operating profit A one cent change in the average US dollar
and euro exchange rates each have an impact of approx:matety
£2 milheon on full year underlying operating profit and a ten
fen change in the average rate of the Chinese renmirbi has
an mpact of approximately £1 million

Pgm prices

Higher average pgm prices benefited operating profit by around
£16 mulion in the period in Efficiert Natura® Resources



Anna Manz
Chief Firancial Officer

Reconciliation of underlying operating profit to operating
profit (£ million)

‘rear anded 31t Ma-ch

2019 20
Underlying operating profit 566 525
Loss on disposat of businesses (12) (7}
Loss on significant legal proceedings' (17) (50)
Amortisation of acquired intangibles (14) {19)
Major impairment and
restructuring charges’ 8 {90)
Operating profit EEY) 359

iorfurther deta s or these "emns piease see nates 5 anc b on page 1/4 anc nafe &
or page 180

Summary of efficiency initiatives

Global procurement — as our global procurement process
buitds, we are begimning to realise benefits and are on track to
defiver the expected £60 million of savings over three years, with
three quarters benefmng the income statement In 2018/19,
we achieved £26 miilion of savings, of which £19 million
benefited the income statement We anticipate a simi‘ar level
of savings 1n 2016/20

Group restructuring programme - this 15 substantially
complete with delivery of the vast majonty of annualised cost
savings of arcund £25 milbon

Heaith footprint optimisation - closure of our manufacturing
ptant in Riverside, US, is now complete as we bu-ld our p'atform
for breakout growth

Initlative Achieved 1n Achieved
£ million Total the year to date
Procurement 60 26 28
Restriicturing 25 12 24
Footprint optirmsation 20 15 15
Total 105 53 67

Major impairment and restructuring charges

We had no major impairment and restructuring charges in
the year ended 3 1st March 2019. Cash spend :n relation to
ongoing restructuring 1in 2018/19 was £8 million.

QOur group restructuring programme is expected to deliver
arnuahsed cost savings of around £25 miliron and 15 substantially
complete, having delivered £24 miltion of savings 1n 2018/19

The closure of cur manufacturing piant in Riverside, US,
1s now complete and we expect to deliver annualised cost
savings of £20 mtllion, having delivered £15 millon of savings
in 2018/19

See below for a breakdown showing the cost, cash costs
and cost savings achieved to date

mpairment

and

Year anded 31st March 2019 restructuring
£ millian credit Cash costs
Group restructuring programme m 5
Health - Closure of Riverside, US 7) 3
Total {8) 8

{mpanment and

Year erded St Ma-ch 2014 restie cfunng
Lomall o1 rharge Casrn zeste
Group restructuning programme 43 19
Health - Closure of Riverside, US 36 4
New Markets - Impairment of Water 1 -
Total 90 23

Loss on disposal of businesses

Profit or loss on disposal of businesses 1s shown separately on
the face of the iIncome statement and excluded from underlying
operating profit. On 1st February 2019, the group sold 1ts water
disinfection business, Miox After costs, the net proceeds were
£2 mitlhon which resulted in a loss on sale of £12 mulfion In the
prior year, the group sold its UK automotive battery systems
business. After costs, the net proceeds were £5 millhon which
resulted in a ioss on sale of £7 rmillion

Finance charges

Net finance charges in the perioed amounted to £43 multion,
up from £38 mulhion in 2017/18 This was primarily driven by
higher precious meta’ funding costs following downtime during
the first half in one of our pgm refinenes

We anticipate that net finance charges wil! be significantly
higher in 2019/20 due to higher average net debt as we invest
for future growth, higher precicus metal funding costs and the
impact of IFRS 16

Johnson Matthey
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Financial review continued

Taxation

The effective tax rate on reported profit for the year was
15 3%, up from & 9% for the year ended 31st March 2018
The tax charge on underlying profit before tax was
£83 million, an effective tax rate of 15 9%, down from
17 7% for the year ended 31st March 2018 This decrease
was primarity due to changes in the US tax legistation and
the mix of profits by country
We currently expect the tax rate on underlying profit for
the year ending 31st March 2020 to be around 16%

Our approach to tax

johnson Matthey has developed a reputation over the last
200 years for integrity and our people take price in doing the
night thing across all aspects of our business These principles
underpin ocur approach to the management of tax

We want to be clear and open on our approach so that our
stakeholders understand it Today we have operations tn over
30 countries and, for each of those countries, we endeavour
to pay our fair share of tax We follow the laws of the relevant
country and our group tax strategy so that we pay the correct
ana appropriate amount of tax at the nght time

Through implementation of cur tax strategy we plan to-

+  Optimise global tax incentives and exemptions, such as
those which support the research and development of our
next generation of sustainable technologies We will only
engage in tax planning which is supported by a clear
commercial rationale

*  Haveclear and consistent tax policies and procedures to
support our business strategy Ali our tax policies and
guidedines are managed and maintained by our professional
tax function which 1s supported by external advisers This
ensures compliance and allows us to properly respond to
global tax changes and developments

*  Proactively identify, evaluate, manage and monitor tax
risks arnising from cur business operations to ensure they
reman in line with the group's risk appetite, seeking
external advice where necessary

»  Ensure that all tax returns are accurate, complete and are
submitted in a timely manner through the activation of
a therough tax risk compliance management process

*  Maintain open, positive and cooperative relationshups with
gevernments and global tax authonies

We also partake in constructive discussions on taxation policies
that are relevant to our business The board approves our tax
strategy each year and reviews compliance against 1t on a
regular basis That way. our strategy will encompass any learning
ana remain relevant and consistent with our values The tax
strategy satisfies the requirements of UK Finance Act 2016

In I ne with cur code of ethics and commitment to deing

the right thing, together with the requirements of Part 3 of
Tre Crimina! Finances Act 2017, we have taken steps tc put

in place adequate procedures to prevent the faciitation of

tax evasior.

jehnson Matthey
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Post-employment benefits
IFRS - accounting basis

At 315t March 2019, the group’s net post-employment benefit
position, after takirg account of the bonds held to fund the
UK penston scheme def ¢, was a surplus of £1589 mithon

Tre cost of prowiding post-employment benefits in the
period was £56 milion, down from £69 milfion last year,
primarily reflecting a decrease in the current service cost due
to a change denisking the UK plan

On 26th October 2018, the High Court ruled that UK
defineu benef:1 pension schemes shoud be amended to
equalise pension benefits for men and women in relation
1o guaranteed minmum pensions The past service credit
includes a charge of £1 milhor n respect of this ruling Tre
additional hab:littes have been treated as a plar amerdment
ard, therefore, this past service cost has been reflected in
the Income statement

Actuarial - funding basis

The UK penrsion scheme has a egacy defined berefit career
average section which was closed to new entrants on
1st October 2012 when a new defined benefit cash ba'ance
sectior was opened

The last triennial actuanal valuation of the career average
sectior as at Ist April 2018 revealed a deficit of £34 mrlion,
or a surplus of £9 rmiliion after taking account of the future
additional deficit funding contributions from the special
purpose vehicle set up i January 2013 The valuation resuits
as at 1st April 2018 a'lowed for the equalisation of Guaranteed
Minimum Pension

The last triennial actuarial valuatior of the cash balance
sectior as at 1st April 2018 revealed a surplus of £0.2 million

In order to reduce the company's long term pension rnsk
exposure a number of changes to the UK pension scheme
became effective from 1st July 2018, including:

*  Contributions from those employees whe remain in the
career average section increased and will further rise over
the next few years to help fund the increased cost of
providing these benefits.

*  The accrual rate in the career average section reduced
from 1/80th to 1/100th for each year of future service
after this date

+  New benefit levels with varying employee contribution
rates were introduced in the cash balarice seclion

«  Employees in the career average section were given the
option of switching to the cash balance sectior

The latest actuarial vatuations of our two US pension schemes
showed a deficit of £2 miliion at 1st July 2018, an improvement
trom an £11 miilion deficit at 1st July 2017

Capital expenditure

Capital expenditure was £323 milhon in the year, 2 1 tirmes
depreciation and amortisation {excluding amortisation of
acquired intargibles) in the period, projects included

»  (lean A manufacturing plarts in Poland, Chira and India
Tris increased capacity wii' drive efficiency and improve
fiex bit.ty. enab 17g us to suppart demand from tighte~ing
legislat on +~ Europe and Asia



* Invesiment in development and commercialisation of et NO
We completed our pilot plant and began construction of
three custemer apphcation centres - two in the UK and
cre InJapan We selected a site in Paland for the first
10,000 metric tonnes commercial plant, which has the
potential for expansion to 100,000 metric tonnes The first
commercial plant 1s on track to start preduction m 2021722
and supply platforms in praduction in 2022/23

*  Upgrading our core IT business systems

*  Investment in our Health manufacturing and development
facilities in Annan, UK and continued investment in our
AP| product pipeline

* Improving the efficiency and resilience of our pgm
refineries within Efficient Natural Resources

Capital expenditure for 2019/20 1s expected to be up to
£500 million as our Investments into growth projects increase
Key projects include

*  investment in eLNO as we continue to commercialise our
market-leading ultra high erergy battery cathode matenial

*  (lean Aur plants in Poland, China and India to meet the
grewing demand

*  Upgrade of our IT systems as we continue to roli out our
singie giobal ERP system, with eight roll outs in 2019/20

Depreciation and amortisation {excluding amortisation of
acquired mtangibles} 1s expected to increase by around
£16 mullien in 2016/20 primanly as we depreciate our
investment in upgrading our core [T systems

Free cash flow and working capital

Free cash flow was an outflow of £13 mullion This was due to a
working capital outflow of £224 milhan, of which £198 mullion
related tc precious metal prmarily refiecting downtime at one
of our pgm refinenes during the first half

Excluding precious metal, working capstal days improved
to 48 days compared to 50 days at 3 1st March 2018, better
than our target for year-end working capital days excluding
prectous metal of 50 to &0 days

Average working capital days excluding precious metals
improved by three days to 59 days, despite planned inventory
build ahead of the first implementation of SAP and the UK's
planned withdrawal from the European Union

Dividend

The board has recommended an increase of 7% in the final
dividend to 62 25 pence per share Together with the interim
dividend of 23 25 pence per share this gives a total ordinary
dividend for the year ended 31st March 2019 of 85 5 pence
per share {2017/18 80 0 pence per share) Subject to approval
by sharehoiders, the final dividend will be paid to shareholders
on 6th August 2019, with an ex dividend date of 6th June 2019

Return on invested capital (ROIC)

ROIC excluding net pension fund assets shghtly declired to
16 4% from 17 0% at 31st March 2018 driven by higher
precious metal working capital ROIC incfuding net pension
fund assets would have been 15 4% compared with 16.4%
at full year 201718

Capital structure

Net debt at 3 1st March 2019 was £866 million Thisis a
decrease of £170 million from 30th September 2018 and an
increase of £187 milhien fram 31st March 2018 Net debt
increases to £912 milhion when adjusted for the post tax
pension deficits The group’s net debt (including post tax
pension deficits) to EBITDA was 1.3 times {375t March 2018

1 1 times). Our target range s 1 5 to 2 O times, as this ensures
we have flexibuity to invest further in the future growth of

the business

Contingent liabilities

The group 1s involved in various disputes and claims which anise
from time to time 1n the course of its business including, for
example, 1n relation to commercial matters, product quahty
or liabihty, employee matters and tax audits The group 1s aiso
invelved from time to time 1n the course of 1ts business In
legal proceedings and actions, engagement with regulatory
authornities and in dispute resolution processes fhese are
reviewed on a regular basis and, where possible, an estimate
15 made of the potential financial impact on the group. In
appropriate cases a provision Is recognised based on advice
pest estimates and management judgement Where itis tco
early to determing the hikely outcome of these matters, no
provision is made Whikst the group cannot predict the outcome
of any current or future such matters with any certainty, it
currently believes the likehhood of any matenal nabilities to
be low, and that such liabilities, if any, will not have a matenial
adverse effect on 1ts consolidated income, financial position
or cash flows

On a specific matter, Johnson Matthey previously disclesed
that it had been informed by two customers of faiures in
certain engne systems for which the group supphed a particular
coated substrate as a component for their customers emuissions
after-treatment systems The particular coated substrate was
sold to only these two customers Johnson Matthey has not
been contacted by any regulatory authority about these enging
system failures The reported failures have not been demonstrated
to be due to the coated substrate suppised by Johnsor Matthey
In the period, we settled with one of these customers on
mutually acceptable terms with no admission of fault. Under
this settiernent, Johnsan Matthey recognised a charge of
£17 milhon in the year ended 31st March 2018 and mace
the associated cash settlement post year end This charge
has been excluded from underlying cperating profit

Having reviewed its contractual obhigations and the
information currently available to it, the group believes 1t has
defensible warranty positions in respect of 1ts supplies of coated
substrate for the after-treatment systems in the affected
engines remaining at 1ssue (as 1t befieves 1t had in respect of the
matter settled in the pericd} If required, 1t will vigorously assert
its available contractual protections and defences The outcome
of any discussions relating to the matters rassed 1s not certa:n,
nor Is the group able to make a reliable estimate of the possible
financial impact at this stage, iIf any While Johnson Matthey
works with all its customers to ensure appropriate product
guahity, we have not received claims in respect of other emissions
after-treatment components from these or any other customers
Our vissian 1s for a world that's cleaner and healthier, today and
for future generations We are committed to improving ar- quahty
and we waork constructively with our customers to achreve this

Johnson Matthey
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reasury policies

and going concern

Treasury policies and financial
risk management

Group Treasury s a centralised function
within JM based in the UX and US The
rele of Group Treasuty is to secure
funding for the group manage financiat
risks and provide treasury services to the
group's operating businesses Group
Treasury Is run as a service centre rather
than 3 profit centre The group does not
undertake any speculative tradmg activity
in financial struments.

Funding and liquidity risk
The group’s policy on funding capacity is
to ensure that we always have sufficient
long term funding and committed bank
facilities in ptace to meet foreseeabie
peak borrowing requirements

At 31st March 2019 the group had
cash and cash equivalents of £378 muliion
and £597 milhon of undrawn committed
bank facilities available ta meet future
funding requirements The group also
has a number of uncommutted facifities,
including overdrafts and metal lease
lines, at its disposa! The matunty cates
of the graup's debt and commtted
borrowing facilities as at 31st March 2019
are illustrated in the chart below

Of the committed bank facilites,
£114 milhon have a final maturity date
within the 15 menths to 30th jupe 2020
(the going concern period) These will
be refinanced in the first quarter of
2019720 for a further three years with
long term relationship banks In addition,
£107 milhon term debt matures in
December 2019 which was pre-financed
in 2018/1¢

Maturity profile of debt facilities

johnson Matthey
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Going concern

The directors have assessed the future
funding requirements of the group and
the company and compared 1t to the level
of long term debt and committed bank
facitrties for the 15 months from the
balance sheet date The assessment
included a sensitivity ana’ysis on the key
factors which could affect future cash
flow and funding requirements Havirg
undertaken this work, the directors are of
the opinion that the group has adequate
resources 1o fund its operations for the
foreseeable future and so determine that
1t 1S appropriate to prepare the accounts
oh a geing concern basis

Foreign currency risk

JM's operations are located in over 30
lecatiors, providing global coverage A
significant amount of profit is earned
outside the UK |n order to protect the
group’s sterling balance sheet and reduce
cash flow nsk, the group has financed a
sigrificant partion of its investment in
the US and Europe by borrowing US
dollars and euros respectively.
Additionally, the group uses foreign
currency swaps to hedge a portion of its
assets The group uses faorward exchange
contracts to hedge foreign exchange
exposures arising on forecast receipts and
payments in foreign currencies Details of
the contracts outstanding on 31st March
2019 are shown on pages 192 and 207

Interest rate risk

At 31stMarch 2019 the group had net
borrowings of £866 miilior of which 94%
was at fixed rates with an average
Interest rate of 3 1%. The remaining 6%
of the group’s net borrowings was funded
or a floating rate basis A 1% ckange in
all mterest rates would Fave an immaternial
impact on underlying profit before tax

Precious metal prices

Fluctuations in precious metal prices
have an impact on |M's financial results.
Cur policy for all manufacturing
busmesses 1s to limit this exposure by
hedqging agatnst future price changes
where such hedging can be done ai
acceptabqe cost The group does not take
matenal exposures on metal trading

A proportion of the group’s precious
metal inventories are unhedged due to
the angoing risk over security of supply

Credit risk

The group 1s exposed to credit risk on its
commercial and treasury activities

In both cases, counterparties are
assessed against the appropriate credit
ratings, trading experience and market
position: Credit limits are then defined
and exposures monitored against
these iimits In treasury and precious
metal management, these exposures
Include the mark to market of
outstanding transactions and potential
settlement risks

Hages Y 3t Y% Char panciral nsks



Risks and uncertainties

A holistic approach to managing risk

Risk 15 central to the creation and delivery of our strategy

We have an established risk management and internal controls
framework to identify, assess, mitigate and monitor the risks
and uncertainties facing our business which enables us to
create and protect value Our approach to nisk provides
meaningful challenge to our secters, functions and tc our
Group Management Commuttee {GMC) and board, to help
them make informed decisions

During the year we have

= Scrutinised our forward locking risks which confirmed our
coverage of emerging risk.

»  (onducted a JM-wide root cause analysts on our group and
sectar risks and uncertainties which has informed our audit
plan and controls assessment

= Exphcitly identified and considered opportunities,
including them as part of our mitigations

+  Reviewed the link between our pnncipal nsks and the pohicies
and processes identified to mitigate thern so that we could
focus our key control questionnaire on confirming these
policies and processes were embedded

* Implemented a ‘named owner’ requirement for individual
controls to further embed our requirements for
transparency. ownership and accountability of nsk

* Invested in skifls and technology to fusther improve our
risks forecasting and management capability

Risk management framework

The effective management of risk enables JM to:
*  Detiver our strategic objectives
= Improve our decision making, planning and priortisation

*  Pursue opportunities while centinuing tc migate our risks
in a rapidly changing external environment

*  Implement controls to mitigate or prevent risks
fram materialising

= Consider risk and reward and implement controls in the
areas that matter most to us

= Comply with UK Corporate Governance Code requirements

Risk management framework and process

The risk management framework incorporates both a top down
approach todentfy the company's principal risks and a bottom
up approach to identify operationat nisks

Our board has overall responsibility for JM's risk
management precess Together with the GMC, they perform
a robust assessment of the principal risks facing the business
twice a year The GMC also focuses on selected risks The nsk
reviews are embedded within the relevant business and / or
functional review to ersure that the risks and our response
to them is considered in the context of our strategy our values
and our strategic objectives

Board

~ Has overall responstbility for the approach to nsk management and internal control
v Owns principal risks and uncertainties
v Determines risk appetite
v Sponsors the framework for enterprise nsk management at Johnson Matthey
v Determines the organisational risk management approach
< Mormitors the nature and extent of exposure to our principal nsks

Audit Committee
v Qversees process and review of controls testing

Group Management Committee {GMC)

v Champtons risk management
v Carnes out top down identification and review
v Develops company strategy in line with board risk appetite
v Reports on principal nsks and uncertainties to the board and on process to the Audit Committee

Sector level
v Carnes out top down review activities
v Responsible for ensuring that sites and functional areas have developed risk registers
« Reviews and challenges nisk registers
v Carnes out continuous menitoring
v Reports ta GMC on sector risk and 1ssues

Site / Functional areas ! Programmes / Projects

v Carnes out risk identification, assessment and mitigation
« Recports top risks to sector and Corporate Assurance and Risk
up « Carties out reqular reviews on effectiveness of existing controls and progress with control implernentation

Bottom

Johnson Matthey
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Risks and uncertainties continued

Functional teaders, sector and site teams are responsible
for sdentifying and assessing their nisks, considering the
iketihood of occurrence and the potential impact to |M. Sector
risks are aggregated and analysed for trends and anomaiies
across the sectors and group; this 15 fed back to sector
leadership teams so that insights can be incorporated in key
activities such as strategic planning and budgeting

The rote of the Corporate Assurance and Risk team 1s to
constructively chalienge and assist sectors and functions i
considering the range of risks identified and their materiality
Tre team particularly focuses on the progress of mitigating
projects and pregrammes, their implementation and their ikely
effectiveness in reducing risk in {ine with our nisk appetite

We are developing robust qualitative and quantitative
madelling techriques to identify and assess any risks that may
impede deivery of our strategic objectives All risks are described,
anatysed and reported using a standardised framewocrk across the
business Likelihood of occurrence and the potential impact to
the company are considered and scored using Impact measures
including financial, operational, reputational and pecpie factors
The effectiveness and adequacy of controls are assessed regularly
with assigned owners and reported at least twice a year

Evalution of our framework during 2018/19

We continually strive to improve nsk management and have
made the following enhancements cver the last 12 months.

*  TJo ensure greater transparency in our assessment of
emerging risks and in response to the 2018 UK Corporate
Governance Code, we conducted specific risk sessions
to ensure our GMC and board understood the new
requirernents, our approach and their role

*  We applied greater scrutiny on defining and assessing the
effectiveness of mitigating actwvity

«  We apphed additional analysis on sub sector nisks such as
roct cause and correlation against thesr hkely principal risks
to provide additional infformation as to where our risks are
onginating from and how we can effectively mitigate them

Risk process

Identification
of risk

Risk
management

*  We further embedded the bottom up risk management
process to ensure that our sector risks are adequately
conschdated and reviewed by sector and group leadership
twice a year

*  We continually reviewed internal and external environment
changes / movernents at the board and GMC to ensure that
the top down risk management process is fully informed

*  We dentified and considered likely opportunities to
leverage and uitimately create vaiue

= We continued to lead cpen and bonest conversations
with the business to drive deeper, more informed and
challenging discussions

. Seeneqes 110 and 11 ta1eas how these 1 sks relate to the beard activitios

Qur principal risks and uncertainties

We critically assess our princepal risks to ensure that we continuaily
reflect on the challenges facing our business and the changes that
we rnieed to make in response

We consider our principal risks and uncertainties alongside
our strategic and business plans ta ensure our risk coverage and
analysis supports decision making, and to inform our audit
efforts This year we sought external advice to ensure we were
managing our cyber nsk effectively We also gave specific and
detailed consideration as 1o whether metal iquidity ana supply
should be considered a principal risk

Ensuring a rehiable supply of platinum group metals remains
an area of importance for )M This includes anticipating our
custamers demands at the same time as having a detailed
understanding of metal rmining and supply While the gross nsk
associated with metal supply, price and hquidity is significant, we
concluded that the risk is being adequately mitigated through a
number of activities iIncluding persistent montoring of triggers
that may cause deviation from our forecasts

We sought external assurance cn our plans to modernise
and improve our IT infrastructure, specifically to gain assurance
that the modernised estate would have the resilience to respond
ta the scale, sophistication and impact of future cyber threats

Assessment and
evaluation

process

Monitoring and
reporting

Johnson Matthey
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We have concluced that for the most part, our key areas of
risk remain unchanged In all cases, we continue to review and
refine the documented mitigations for each risk We continue
to report whether the risk profile 1s increasing, decreasing or
remaining constant This provides our beard and our sharehelders
wilh greater transparency and usetul insight into our risks and
what we are doing about them

Changes. additiors and remarks an our principal risks and
uncertatinties in 2018/19

*  As aresuit of our root cause analyses we have broadened
the scope of our former principal risk, faiture of sigrificant
sites, specifically to recognise the vital nature of our day to
day manufacturing act.vity, associated nsks, and extensive
associated controls We have created a new ‘failure to
maintain operations’ prin¢ipal nsk in which ‘failure of
critical sites’ has been included

*  Metal iquidity and supply — acknowiedging the crntica
nature of metal raw materials to our manufacturing
operations, we decided to assess whether ‘'metal liquicity
and supply’ should be a principal risk 1 1ts own night While it
was agreed that it shou'd not additional controls have been
agreed to provide further assurance and will be managed
under our ‘sourcing of strategic matenals’ principal risk

. Brexit - although JM relies extensively on an aglle,
flexible supply cham, we have paid significant attention to
the potertial impact a ‘no-deal’ Brexit may bring. Our weli
established Brexit working group, which 1s composed of a
number of functional and sector experts, has assessed the
implications of a 'no-deal” A number of mitigating activities
were put in place ahead of 29th March 2019 in preparation
for this eventuality, for example through busiding inventory.

As part of the preparations, the project team conducted
scenario analysis to assess the impact of individuat risks and
combinations of risks, and as the probabil ty of a hard Brexit
{without a transition agreement recegnising the existing
trading ru es) increased, the working group approved the
acceleration of the project team’s contingency p ans with
the pnmary objective of ensuring the cont.nuity of the
Eurcpean business across the whole business mode To that
erd we remain comfortable that our current contingency
planning will be effective should the UK exit the EU without
a deal We remain vigilant and alert to changes in the UK
and £1J's stance on Brexit and the potent:al imphcations
these may have on our operations

Battery Materals ~ recognising the significant strategic
potential of our Battery Matersals business, we are creating
a leading practice risk and governance capability to focus
an managing programme and business rnisks Our priority
is to ensure that business and programme risks recerve
appropriate maragement attention and are addressed
quickly and effectively in this complex environment

Emerging risks — understanding future risks and our
ability to respond 1s supported by ali our principal risks,
but with specific analysis of cur three forward-iooking
risks, future growth', ‘existing market outlook’ and
‘maintaining competitive advantage’ As well as providing
us with assurance that our strategy 1s effective and
achievable, these risks have played a centrat role and
source of insight for our viability modelling The wiability
statement is shown on page 97

The following table sets out the principal risks and uncertainties facing the group, the mitigating actions we have 1n place [t also
details any profile changes for each principal nsk during the course of the year

Our nrisks are not listed from greatest to lowest risk We list our strazegic risks first followed
by operational risks. To heip understand the potential impact of cur risks on our strategy, Key

each nsk has a GMC owner whao is respansible for the risk and to ensure controls are
adequate and prioritised effectively Additionally, each risk 1s inked to one or more of cur
strategy ptilars — Science, Customers, Operations, Peaple, which are annotated below

Mitigation

Risk and impact

o] Operaticns

i‘ People

EJ science

LCJ Lustomers

Changes since 2018
annual report

S e P

The impact of change in the key « Understanding the key drivers and 'severe yet plausible’ scenanos

business assumpticns 1s either
unplanned or unforeseen and we
are not ag:le enough to respond

This sk would include legislative
changes caused by Brexit, other
market movements autside of
our predicuons, and other trends
such as the imposttion of tanffs,
LS protect:onism or Chinese and
global slowdown

GMC owner
Anna Manz

Integrate strategic nsk within the strategic planning process to
enable improved consideration of different market outcomes
Define triggers and having formed plans 11 response ta them
Monitaring changes to those drivers and adjusting business
pians accordingly

Technology road mapping to understand our response to

evolutior in our markets and associated scienttfic and
technelogical requ rements

Market conditions have become
more uncertain since last year with
the possibility of a global slowdown
We monitor global economic factors
closely so that we can understand
the potential effects of slower global
or regional economies on our
businesses and implermnent plans

to respand Although a global
stowdown appears more kely by
consensus, IM's portfolio infers a
degree of protection, given the
variety of our nvestments

Jehnson Matthey
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Risks and uncertainties continued

Future growth

Risk and impact

fa-lure to deliver planned growth
and value creation as cutlined at
Capntal Markets Day in September
2017 through ineffective execution

GMC owner
Robert MacLeod

Mitigation
+ A clear strateqgy, which 15 continuously reviewed in the light

of new information, and a business review process to track
execution of that strategy.

= Appropriate nvestment in R&D, capital projects and talent
identified to support realisation of the strategy

* Project management office |PMO) to ensure appropriate
governance 15 in place and plans are delivering to expected
timelines

Maintaining our competitive advantage

Key

o] operations
F! Pecple

[si Sperce

—
1€ Customers

slc o

R]

Changes since 2018
annual report

In executing our organic growth
strategy, we are making major
capital iInvestments and so we are
significantly enhancing our capital
project defivery programme 1o
manage this risk

5'C 0O

Risk and impact

Failure to maintain our competitive
advantage i exasting markets, and
as a result, not meeting customers’
evolving needs as efficiently or
effectively as our competitors

GMC owner
Jare Toogood

[ 1] Environment, health and safety !_EH_S)_

Risk and impact

Qur business operations are subject
to a wide range of challenging
health safety and ervironmental
laws, standards and reguiations from
government and non-govermnmental
bodies around the world

If we fail to operate safely we could
injure our people and breach
apphcable laws which could
adversely impact our employees,
result in lost production time and
potentially attract negative interest
from the medio and regulators

GMC owner
Robert Macleod

Mitigation
* Investment In our customer understanding capability

* Continual engagement and feedback with our customers
at multiple fevels withun our business and theirs

* Research and development and capital investment processes
to ensure resource 15 pricritised against the areas of greatest
opportunity

= Benchmark efficiency of business processes

Mitigation
« Carry out robust process safety audits on high risk sites to

enhance and assure the work we do to make our manufacturing

processes as safe as possible

Implement safety culture programme and behavtoural standards

Implement process safety prograrmme

Determine the cause of incidents and accidents and develop
remediation plans

+ Ensure, through ongoing Jnvestment, that equipment cantinues

to be appropnate

-

Continued training and awareness activities

Sourcing of strategic materials

Changes since 2018
annual report

We are delwering major capability
building programmes including
Commercial, Procurement and
Manufacturing Excetlence This
enables more effective captal
allocation decisions These
programimes ahd processes are now
largely established and our focus 15 on
ensuring these are embedded and
their benefits realised

G pr

Changes since 2018

annual report

Health and safety continue to be our
absolute priority across the business
Execution and embedding of all EHS
plans continue to be tracked and
monitored on a regular basis

As part of our commitment to
make the world cleaner and
healthier, we are extending our
understanding of the impact of
our operations with further focus
through our environmental and
sustainability programmes

Risk and impact

Cue to the nature of our
operations, JM has himited suppliers
from which to source certain
strategic raw mater:als including
precious metals Any significant
breakdown in the supply of these
materials would lead to am inability
to manufacture and satisfy
customer demang

GMC owner
John Walker

Johnson Matthey
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Mitigation

« Model alternative supply stralegies with expected demand

* Continuably investigate alternative materials as part of research
and development

* Review critical suppliers annually, and apply appropriate
mitigating actions

= Include long term demand for precious metal in {M s ten year
strategic plan

-

Invest in pgm refining business.

« Further strengthen supphier refationship management and
review reqularly to discuss suppher capacity constraints

Changes since 2018
annual report

This nisk now includes additional
mitigations to enhance assurance
over metal iiquidity and supsly This
incluges additional modelling and
stress testing of the markel and our
metal demands of cur current and
future operations



Key

fs" Science b_] Operaniens

FC Custemers F] Peagple
People P
Risk and impact Mitigation Changes since 2018

To successfully execute our + Leadership development programmes annual report

strategy and deliver growth, we
need to ensure that we have the

We are continuing to investin our
leadership through development
breadth and depth of leadersh:p programmes to ensure we have the
and the appropriate skills and Develop high level capability plans to support skills and capabilities to deliver our
capabilities to drive a healthy, strateqic plans strategy and are growing talent
motivated and engaged workforce. through robust succession ptanning
to build our future leaders

~ Embed |M values and behaviours in all internal processes
including hiring and performance reviews

Strategic Report

+ Conduct global employee opinion survey every two years

followed by development and delivery of targeted action plans
GMC owner Wellbeing programme We carried out a global employee
Annette Kelleher survey, identified improvement
areas and developed action plans
which are now in progress These
plans include a programme
tocused on supporting our people's
health and wellbeing

Security of metal and highly regulated substances o]
Risk and impact Mitigation Changes since 2018
On any given day, the group has « Continue execution: of the security improvement roadmap annual report

significant quantities of high value Level of risk remains consistent as
precious metals or highly requlated we continue to execute our secursty
substances on site and in transit = Carry out inventory stock takes improvernent readmag

Loss or theft due toa farlure of the . gngaing secunty swareness campaigns and traming.

security management systems

associated with the protection of * Security audtts.

metat or highty regulated

substances may result In

performance impact, reduced

customer confidence and potential

+ Implement group security poticies across all sites

legal action

GMC owner

Jane Toogood

B Intellectual capital management [s o
Risk and impact Mitigation Changes since 2018

Failure to adequately manage cur « Implement business intellectual capital management strateqy ~ annual report

We have continued to develop
rmarket leading praducts using

own, and third party, intellectual

. + Use intellectual capital lawyers to provide speciahist guidance
capital, knowledge and information P k4 3 P 9

could lead to a loss in business = Portfolioc management of mtellectual capital through new our world class science capabilities
advantage, ioss of freedom to operate technology solutien We protect cur mventions and
a:?cf rgpmatlonal damage associated - Invest in cyber secunty (see risk 13) knowhow, although our markets
with litigation rematn chalfenging, crowded

and iitgious
GMC owner
Simon Farrant
Failure to maintain operations .Cof
Risk and impact Mitigation Changes since 2018
We may expernence interruptions » Ensure regular maintenance of critical machinery annual report
and/or delays in the manufacluring | o000 0 o invest in infrastructure We have breadened the scope of our
and supply of our products resulting original risk, “failure of significant
in lost sales affecting our reputation ° Ad here to high technical standards sites’, to recogrise the vital nature
and revenue growth » Implement Procurement Excel ence programme of our day to day manufacturing

activities, associated risks and
tensive associated controls We
GMC owner . ex
i Walk Implement Group Business Continuity Policy and manual are 1nvesting In our pgm refineries
John Walker across all sites

« Insurance coverage In place

-

and our preventative maintenance
Continue t¢ develup comprehensive response plans ard pranning work
test annually

Johnson Matthey
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Strategic Report

Risks and uncertainties continued

B Ethics and compliance

Risk and impact

Fa lure to comply with ethical and
regulatory comphance standards
leading to reputational damage,
possible criminal / legal exposure
for the company or for individuals

GMC owner
Simon Farrant

Mitigation
+ Implement ref-eshed code of ethics supported by training
and tone from the top set by senior leadership

= Suite 0f legal comphance polic es and procedures in place

Use internal and external subject matter experts to identify
risks, set standards and prowide advice and training.

» Implement ethical working practices certification

Key
I'S seience o] Operations
.rc ' Castomers P—j Fecre

c o

Changes since 2018
annual report

This sk 1s continually assessed
given the evolving regulatery
and business background

I} Business transition

Risk and impact

To positicn the group for future
growth and maxinse available
efficiencies, we continue 1o evolve
the way in which we run our
business This includes group wide
standardisation of some activities,
directed by strong functional leaders
to ensure best practice ks used and
maintained across the group

The risk 15 that we faif to deliver
transformational change, fail to
achieve efficiencies and have a
disengaged workforce

GMC owner
Robert MacLeod

BB Product quality

Mitigation

Strategic PMO to drive appropriate governance across all
workstreamns

Implement project management framework across all
key initiatives

* Expertthird party assurance on key change programmes,
including ERP {SAP} go-live at key sites, assured by expert
third parties.

+ Communicate with and engage employees to drive
funcuonal engagement

Changes since 2018
annual report

This nisk has been updated as

we continue to evoive the way in
which we run our business We
are managing this risk through
our upgraded PMO which ensures
we have targeted action plans,
employee communications and
wellbeing programmes to support
oJr workforce

o
A
o

Risk and impact

Our praducts are used in & wide
range of applications, processes and
systems The safety and quality of
these products are crucial to ensuring
they operate as intended

Should a product fail to perform as
axpected, we could be responsible for
harming consumers or expased to
liabihity claims This could lead to loss
of future business, reputational
damage and loss of licence to operate

GMC owner
Jason Apter

Applications, systems and cyber

Risk and impact

Risks that our applications and
systemns security 15 inadequate or
fails to adapt to changing business
requirements and / or external
threats The impact of these may
adversely affect our financal position
and could ha-m our reputation

GMC owner
Anna Manz

Jehnson Matthey
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Mitigation

= Monitor and report quality performance, taking corrective
action where reguired.

¢ Implement quality management system.

» Continue to develop rebust manufactunng systems supperted
by standardised processes

¢ Robust suppller contract terms and conditions

Mitigation

+ Detver of our cyber secunty and snfrastructure improvermnent
investment to increase resihence.

= Implement key policies and stardards across JM

« Continue to invest In informaticn systerns, monitor:ng and
assurance to support our data security strategy

+ Input and assarance from third party specialists

Changes since 2018
annual report

Risk remains consistent as the
regulatory environment continues
to tighten and our customers are
experiencing greater scrutiny JM
has continued to make sigruficant
progress In embedding a global
quality management systern
supported with traimng and
regular communicatians

Changes since 2018

annual report

We are continuing to invest heavily
in our it infrastructure to provide
better visibility and controls to
support a more efficiert business



Viability
In accordance with provision C 2 2 of
the 2016 Corporate Governance Code,
the directors have assessed the viability
of the company over a longer period than
the 15 months covered by the ‘Gaing
Concerny’ statement

During the year, the board has
carried out a robust assessment of the
principal nsks affecting the company,
particutarly those which could threaten
the business model These nisks and the
actions taken to mitigate them are
described in the section on "Risks and
Uncertainties’ To reach the viability
statement canclusion we have
undertaken the following process

*  The Audit Committee annuaily
reviews the rnsk management
process to ensure its continuing
effectiveness.

* The board and GMC perform a
robust assessment of the principat
risks facing the business twice a year
The GMC also focuses on selected
risks at each of its meetings,

= in QOctober and April, a presentation
1s made to the board from the Group
Assurance and Risk Director,
explaining the process followed by
management to identify, assess and
manage risks throughout the
business At this time, all of our
principal risks are considered along
with the linkages between them;

*  Throughout the year, a number of
deep dives into specific risk areas
are conducted by the Corporate
Assurance and Risk team, the results
of which were presented to and
discussed by the GMC This includes
assessment of root cause, controls
effectiveness and assurance.

The group’s prospects are assessed
through the annual strategic and
business planning processes This process
includes a review of assumptions made
and the ongoing assessment of annual
and longer term plans including
appraisal of the group strategy and
significant caprtal investment decisions

Reviews are led by the Chief Executive
and Chief Financial Officer i full ir
conjunction with Secter Chief Executives.
In addition, the board participates fully in
the annual process by reviewing sector
strategies throughout the year During
these reviews, the group's currert position
and its prospects over the forthcoming
years are reviewed which ailows
reaffirmation of the group strategy

The directors have determined that
a three year penocd to 3 1st March 2022
1s an appropriate period over which to
assess the group's viability As part of our
long term strategy planning the group
also prepares forecasts for longer perfods
than three years, but there 1s inevitably
more uncertainty associated with longer
nme horzons. We have therefore chosen
a three year horizor as we are confident
with the accuracy of the forecast over
this period

In making the assessment, we have
considered a number of severe but
plausible stress scenarios linked to the
group’s principal risks, specifica'ly risks
1, 2 and 3 We have analysed the impact
of the following three hypothetical stress
scenaros plus alf of them occurring at
the same time

Scenaric 1 The impect of change in key
business assumptions 15 either unplarned
or unforeseen and JM 1s not agile enough
to respond Under this scenario we
evaluated the impact of @ dewngrade

in the global econcrmmic outlock and
potential for recession in key markets
and from adverse events and movements
in commodity markets Aswell as the
possible impact from a faster than
expected uptake of electric vehicles

Scenario 2. Fatlure to grow through new
opportunities as a result of ineffective
execution. This scenario assesses falling
to deliver new growth in new markets
and technologies

Scenario 3 Failure to maintain
competitive advantage in existing
markets and, as a result not meetirg
customers’ evelving needs as effective y
as competitors. This scenario assesses
the impact from a hard Brexit, cyber
and intellectual property related rsks
including poor management of capita.
projects, significant production losses
due 1o downlime atl a ma,or site and the
inabihty to improve certa.n businesses
or sites

All of our stress tests were derived
through discussions with senior
management and the board after
considering aur principal risks and
uncertaipties.

Cur evaluation took account of the
group's current financirg arrangements
and assumes that existing debt and
borrowing facilities can be refinarced as
they mature, but we have alsc considered
the potentiat capacity for additional
funding shoutd this be required Our
stress test ng showed that certain
combinations of these hypothetical
scenarios would increase JM's funding
requirements substantially and risk
breaching a key financial covenant,
requiring additioral funding and
potentially mitigating actions in order
to maintain sufficient headroom against
the covenant {imit We are however,
satisfied that the rmutigating actions and
our capacity for additional financing will
allow M to effectively respond to the
negative impact from a combination of
these stress scenarios, and that the
combination of factors required to
impose this stress is both extremely
significant, and very unikely

We have also undertaken a reverse
stress tesl in order to identify what
additional or alternative scenarios and
circumstances would threaten our
current financing arrangements

Based on the results of our
assessment, the directors have a
reasonable expectation that the company
will be able to continue in operation and
meet its liabiiities as they fall due over a
period of at least three years.

Johnson Matthey
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Governance

The Governance section, introduced by our Chairman, contains the
Corporate Governance Report and detalls about the actiwities of the board
and its committees during the year

it also contains the Directors’ Report and the statement on responsibilities
ot directors.

Johnson Matthey
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Board of Directors

One team

An experienced team delivering

our strategic vision.

Anna Manz - Chief Financial OHicer
Appointed to board: Dctober 2016

Experience and contribution

Anna joined Johnson Matthey as Chief Financial
Off:cer in October 2016 Previously she was
Group Strategy Director and a member of the
Executive Comnuttee at Diageo ple During

17 years at Diageo, Anna held a series of senlor
roles, inctucding Finance Directar Spirits North
Amernica, Group Treasurer and Finance Director
Asia Pacific Anna s a cualified management
accountant with a degree in Chemistry

Anna has strong credentials in financal
leadership and brings international experience
and deep commercial awareness to the board
She also leads the group's activities in respect
of gur nsks and controls and has been at the
centre of the work to drve efficiency and
effectiveness across our bus ness

Other current appointments
Nor-Executive Director at 1TV plc

International experience
China, India, Ireland, Kenya, Korea Niger.a,
Singapore, UK. US

Sectar experience
Chemicals Consumer Media

Johnson Matthay
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Patrick Thomas - Chairman
Appointed to board: Jure 2018

Experience and contribution
Between 2015 and May 2018 Patnick was
Chief Executive Officer and Chairman of the

Board of Management cf Covestro AG. Between
2007 and 2035 he was also Chief Executive
Officer of its predecessor, Bayer MateralScience
prior to 1ts demerger from Bayer AG Heis a
fellow of the Royal Academy of Engineering

Patnick has deep expenence of leading
international specialty chermicai businesses
He also brings a track record of driving
growth through science and innovation
across giobal markets

Other current appointments

Non-Executive Directer at Akzo Nobel NV
and Abaxis 5 A and a member of the advisory
board of Deutsche-Africa Linten Hamburg,
and a Council Member of Gerson Lehrman
Group Network.

International experience

Belgium Germany, UK

Sector experience

Automotive, Chemicals Manufacturing,
Qil and Gas Pharmaceuticals Technology

Robert Macteod - Chief Exacutive
Appointed to board: June 2009

Experience and contribution

Robert was appointed as Chief Executive in
June 2014 He joined Johnson Matthey as
Group Firance Director in 2009 Previously he
was Group Finance Director of WS Atkins ple
and a Non-Executive Director at Aggreko plc
He is a Chartered Accountant with a degree in
Chemical Engineering

Having been with JM for 10 years ard as

Chief Executive for S yea-s, Robert has a proven
track record of delwering success and driving
change for the orgamisation He Fas strong
experience across [M, its culture and 1ts markets
and as Chief Executive, has led our Hea'th and
New Markets teams

Other current appointments
Non-Executive Director at RELX PLC,

International experience
UK, Us

Sector experience
Cherrica's, Oil and Gas, Professional Services



Alan Ferguson - Senior Independent Director
Appointed to board: January 2011

Experience and contribution

Alan was appointed a Nor-Executive Director in
January 2011 and as Se-wor Indzpendent Director
in July 2014 Previously he was Chief Financial
Officer and a Director ¢ Lonmin Plc Prior to this
he was Group Finance Durector of Tne BOC Group
plc Before joiming BOC, he worked for Inchcape
ple for 22 vears and was Group Firance Director
from 1999 unul 2005 From 2011 to 2018 he was
3 Non-Executive D rector and Chatrnan of the
Audit Comrmittee at The Weir Group PLC Hesa
Chartered Accountant and sits on the Business
Policy Panel of the Institute of Chartered
Accountants of Scotlang

Alan brngs recent and relevant financial
experience to the board, making him ideally
surted to chainng the Audit Committee and acting
as Its financal expert He also brings experience
of the precious metals and automot.ve sectars

Other current appointments

Non-Executive Director of AngloGold Ashanti
tim.ted Non-Executive Director Charrman of
the Audit Committee and Sen or independent
Derector at Croda International Plc and Marshal!
Motor Holdings ple

International experience

South Africa UK

Sector experience

Autormrotive Chermica's, Manufacturing
Metals and Mining

[N AR

John Walker — Sector Chief Executive, Clean Air
Appointed te board: October 2013

Experience and contribution

john joined johnson Matthey in 1984 and was
appointed Division Director, Emission Control
Technologies in 2009 after holding a series of
posthons within the dwrsion in the US, Asia and
Europe He was appointad Executive Director,
Emisston Control Technologies ir October 203
(subseguentiy renarmed Clean Air Sector In
Apnl 2017}

John therefore has a weaith of experience and

knowledge of the autormotive market as well as
. the wider JM group He also brings broad
international expenence to the board, from a
variety of geographres

International experience
Australia China, France, Germany, Indsa, lapan,
Malaysa UK, US

Sector experience
Automotive Chermcals, Manufacturning

Xiaozhi Liu = Nen-Executive Director
Appointed to board: Apnl 2079

Experience and contribution

Xiaozhi 15 the founder and Chief Executive

of ASL Automabile Science & Technology,

& position she has held since 2009 She s alsoa
Non-Executive Director of Autohv Inc, an
autemotive safety supplier, and Fuyzo Glass
industry Greup Co , Ltd, a glass manufacturing
company in Ckira

Xiaozh has deep knowledge and perspective
on technology dnven businesses in China and
globally and brings strong experience of the
autemotive secter particularly in China, as well
as m Europe and the US

Other current appeintments

Chief Executive of ASL Automob le Science &
Technology Non Executive Director of Autoliv Inc,
Fuyao G'ass Industry Group Co  Ltd and

InBev SA/RY

International experience
Ching Sweden US

Sector experience
AutcTotive Battery Tecnclogres

IN AR

Key
Cratrman of the Cormittee
N Member of the hominaucn Cornmittee
"A Member of the Auci Lo mittes

'R Member of the Reri-ierat on Com mut*es

N AR
Odile Desforges — Non-Executive Director
Appointed to board: July 2013

Experience and contribution

Odile's automotive industry experence began
with the French Government's Transport
Research Institute and developed with Renault
5A and AB Volvo She was previously Chairman
and Chief Executive Officer of the Renault-
Nissan Purchasing Organization {RNPO} and
most recently, untii 2012, as Executive Vice
President, Engineering and Quality at Renault
She was appointed a Knight of the French
Legien of Honour 1n 2009

QOdile has a long and distinguished career in
the automotive Industry She brings executive
experience in purchasing product plarning,
development and engineering 1o the board

Cther current appointments
Non-Executive Director of Safran 54,
Dassault Systémes, Imerys ard Faurecia

Internaticnal experience
France, Japan, Sweden UK

Sector experience
Aerospace, Automotive, Battery Technologies
Defence, Manufacturing. Technology

As gl the dete of approval of this

anruJa! report, the Board of D recto-s

o Johnson Mattkey 15 as detarled on
pages 100 10 102 Tarr Stevenzon retired
as Chawrman on 25th July 2018

Johnion Matthey
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Board of Directors continued

Jehn O'Higgins — Non-Executive Director
Appointed to board: Novernber 2017

Experience and contribution

lohn was previously Chief Executive of Spectris
plc. a position he hekd from January 2006 to
September 2018 Prigr to this he worked for
Honeywell in a number of management roles,
including as president of automaticn and
control solutions, Asia Pacific He began his
career as a design engineer at Daimler-Benz in
Stuttgart Between 2010 and 2015, lohn was 2
Non-Executive Director of Exite Technologies Inc

lohn brings extensive business and industrial
experience to the board, including experience
of battery technologies He has a track record
of portfolic analysis and rea''gnment, driving
growth bath erganically and througn mergers
and acquisitions, as well as improving
operational efficiencies

Other current appointments

Havelock Acquisitions Limited, Frustee of the
Wincott Foundation

international experience

Belgium, China, Germany, UK, U5

Sector experience

Automotive Chemicals, Energy, Manufacturing,
Ol and Gas, Technology

L
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Johnson Matthey

Ao alan = 520

=
»

Chris Mottershead - Non-Executive Director
Appointed to board: January 2015

Experience and contribution

Chnis 1s Seruor Vice President of Quality,
Strategy and Innovatian at King's College
London and Director of King's College London
Business Limited Prior to joining King's
College in 2009, Chins had a 30 year career
at BP most recently as Globa! Advizor on
Eqergy Security and Climate Change Before
this he was Technalogy Vice President for
BP's Globa! Gas, Power and Renewables
businesses He is a Chartered Engsneer and
Fellow of the Royal Society of Arts

Chris brings a wealth of relevant inductnal and
academic know/ledge to the board as well as
experience in enerqy teckrology ard related
g'obal sustainatulity ssues As Chair of the
Remunerat on Committae, Chns 15 2 soLnding
toard for JM’s Hurnan Resources function
Other current appointments

Nan-Executive Dhirectar =f The (c-bon T-ust
and T Lordon

International experience
U<, us

Sector experience
Eergy O a~d Gas Tect nology

Key

Crairman of the Corrmittes
N Memnber of the hominaticn Cemmitiee
A Member of the Augit Corrrrittee

R Memrber of the Reminerat on Cormnittee

Jane Griffiths ~ Non-Executive Director
Appointed to board: January 2017

Experience and contribution

Jane 1s currently Globai Head of Actelion, a
Janssen pharmaceutical company of Johnson
& Johnson (J&) Since joining )& in 1982
Jane’s roles have included international and
affillate strategic marketing, sales maragement,
product management, general management
and chnical research |ane 15 Director and
Chair of the )&l Corporate Cihizenshrp Trust
Ih EMEA, and a sponsor of the |& Women's
Leadership Initiat ve

Jane brings sigraficant experience and
Lderstanding of the managerment of global
strategy to the board, partice arly across the
pharmaceutical seclor, together with a st-ong
interest in diversity

Other current appointments
Director of johnson & Johnson brnovation Limited

International experience
Africa, Europe, Midd'e East UK

Sector experience
Phermaceuticals

Simon Farrant - General Counsel and
Company Secretary

Joined Johnson Matthey: 1994

Experience

Appo nted Company Secretary in 1995

and Group Legal Direclor n 2007 Heisa
Sehioitor ard Attarney and Counselor-at-Law
[State of New Yark)



The board at a glance

Attendance

Patrick Thomas
Tirm Stevenson
Robert Macleod
Qdile Desforges
Alan Ferguson
Jane Griffiths
Anna Manz

Chnis Mattershead
John O Higgins
John Walker

Hole

Chamrman

Chaireman

Chief Executive

Mon Executive Director
Non-Executive Director
Non-Executive Director
Chief Financial Officer
Nori-Executive Director
Nari-Executive Director
Executive Director

Da of
agppomtmical
12 boste

1st June 2018

29th March 2011+
22nd June 2009°

Ist Julv 2013

13th January 2011
1st fanuary 2017
17th October 2016
27th January 2015
16th Novernber 2017
9th October 2013

N ber ol

meetings N b -
cli pbre e wEhngs
artesd alterdad

9 9

45 4

1" 11
11 H

1 1

M 11

I 1A
11 10"

1 I
1 10°

a‘,land-}:l-
100%
100%
100%
91%
100%
160%
100%
971%
100%
1%

ahead of the r eeting

appointment in April 2019

Diversity as at 31st March 2019
Gender diversity

Ma e Ferale

67% 33%

Tenure

Role

Natlonality

Parrick Fhonias was eppoinied Chairmdn o tie board o1 2610 July 20186
[°n Stevanson wds appoinied Cha rrran of the boord on 19th Juy 2011
1im Stevensor ret red from tre board or 20tk iy 2078

© Hobert MacLecd was apaainted (Fet txecutive on btk June 2574

G e Lestorges aac Lri s Mettershead aee unable ' #ttend one ad hoo meet ng of e boaic, whichwas arrar ged at snart 1otice to Zonsder the apocintrrent of
Mpaozhy L as a hor -Lxecetive D racror o the compary both were pwidec with papers in advanze a v had the spperfonity to pass 01 a1y comiments to the (acrman

Johin Watker was anabie [ at*en.d ane board n eeting neld by telephone due to persenal comaitments

Industry experience

Non-Executive Director skills

1 eadership

6

Strategy Rish

5

finaree

Hezth ard satehy

4

Lar mertld

6

Since the end of the year, the board has met twice and alf board members attended both meetings, incfuding Xiaozhi Liu following her

The attendance of members at committee meetings in the year is set out in the Nermunation Committee Report, the Audit Commuittee
Report and the Remuneration Report in respect of the Remuneration Committee) cn pages 120, 124 and 142 respectively

Seapie

5

Technolegy

4

The abave table shows same of the skills held by our Non-Executive Directors
following 2 self assessment, whereby each Non-Executive Directar was askec

to identify their areas of strength

Ford o tormuaie

sscboabmaa o decaror s uogamey on pages 1001 s

YOu Catt fognd tnore gl ut wut Lsand s sl s oonate x eachie Sso el o orn nitlee tep el o page 121

Johnson Matthey
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Letter from the Chairman

Evolve

and grow the company
effectively with a
world class board.

On behalf of the board, | am pleased to present my fisst Corporate
Governance Report as Chairman of Johnson Matthey The board 1s
accountable to shareholders for good governance and this section
of the annual report provides you with an insight into how the board
operates, our corporate governance structures and processes and
their effectiveness throughout the year ended 31st March 2019

A board with strong leadership and a framework of effective
controls and risk management 1s key 1o the success of a company

We have taken steps to refresh the board’s leadership during the year,

resulting in the appointment of Xiaozh: Liu and we will wefcome
Doug Webb to the board 1n September 2019 | am compmitted to
maintaining high standards of corporate governance and | welcome
the Financial Reporting Councit's recent changes to the UK Corporate
Governance Code As a board, we have reviewed the requirements of
the UK Corporate Governance Code 2018 and plans are in place to
ensure comphance for 201920

The board has an important role in defining the culture of the
group and understanding the current culture provides a deeper
Insight into the organisation | have found the culture at Johnson
Matthey to be open, engaged and innovative My board colleaques
and t share a comman purpose In teading by example and acting
with integrity, in order to demonstrate the values and behaviours
that make |M a company 1o be proud of

My role 1s to ensure that Johrson Matthey has a board which works
effectively under my leaderstup and | am pleased to say that one year
into my term, | believe we have an effective board | have encouraged
open and constructive debate at our meetings, to enable the board to
develop jM's strategy and support its operations, customers and people
You can read more about our beard's effectiveness on pages 11410 115
| have now met with approximately 30% of our sharehalding and t am
comrritted to engaging with our shareholders and all cur staketolders
I lnok forward 1o meeting mare of you in the year ahead

Johnson Matthey
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Patrick Thomas
Chairman

The UK Corporate Governance Code

In this annual report we are reporting against the Financial Reporting
Council's UK Corporate Gavernance Code 2016 requirernents We
report on how we have applied it's main principles and complied with
its relevant provisions Except in one respect (which 1s explained on
page 118}, Johnson Matthey has complied with all relevant provisions
throughout the year ended 31st March 2019 and from that date up
to the date of approval of this annual report Next year, we will report
agapst the requirements of the UK Corporate Governance Code 2018



UK Corporate Governance Code

The UK Cerporate Governance Cade 2016 (the code) sets standards of
good practice in relation to leadership, effectiveness, remuneration,
accountability and relations with shareholders This Corporate
Governance Report 1s structured to report agamst these principles of
the code Together with the Nomination Committee Report, the Audit
Committee Report and the Remuneration Report, it describes how we
have complied with the relevant provisions of the code and applied s
matn principles during the year

B Leadership

108 Company purpose

108 Governance framework
110 Pnncipal board activities
112 Culture

B Effectiveness

112 Our board's composition

112 Independence of the Non Executive Directors

112 Succession planning

112 Directors induction and development

113 Terms of appointment of the Non-Executive Directors
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113 Time commitment of the Chairman and the
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114 Evaluation of the board, board committees and directors
115 Review of the Chairman's performance

115 Review of the Executive Directors' performance

115 Annual re-election of directors
Remuneration

Accountability
115 Fair, balanced and understandable reporting
116 Risk management and internal contral

116 Review of effectiveness of the group's sk management
and internal control systems
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116 Viability statement
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118 Dialogue with our shareholders
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118 Annual Generat Meetings

118 Asset reunification

118 Share capital

118 2019 AGM

118 Comphance with the UK Corporate Governance Code 2016

Governance highlights

in our Corparate Governance Report you will see
key steps we have taken on

+  Board succession planring
*  Intermal evaluation of the board and its commttees

*  Welcoming a new auditor

The board’s focus this year

«  Refining strategy and investing inits execution
= Environment, health and safety (EHS) matters

*  Supporting the new Chairman

The board's focus
areas for 2019/ 20

= Culture

*  Continued focus on EHS

*  Execution of strategic pnores

+  Sustamabihity

+  Continued monitoring of financial performance

= Reviews of principa’ nsks

Johnson Matthey
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Corporate Governance Report

Introduction

Our board 15 responsible to our sharehoiders for setting a strategy that delwvers tne company's purpose, underpinned by values and behaviours
that shape the culture and the way JM conducts its business An appropniate and well managed governance framework 15 integral to this
The key elements of our governance framework and asscciated processes are set out in this report

Getting to know the business

In arder for aur directars, particularly our Non-Executive Directors, to effectively discharge their responsibilities, it 1s critical that they understand
our businesses

The actiwities cutlined below enable our Non-Executive Directors to continue to develop and refresh their knowledge and understanding of
our businesses, the markets in which we operate and our key stakeholders They also provide an opportunity to meet with and hear the views of
employees Through these activities, the board develops a sound and balanced insight into the group, which supports 1t in its role to provide
entrepreneurial leadership and set strategy

Throughout the year we rev.ew the delivery against strategy of our sectors These sessions
are attended by the relevant Sector Chief Executive and, where appropriate, other secior
senior management They give the board an opportunity to discuss and challenge the
strategic direction of o.r business

The board also reviews our key group functions These reviews are attended by the
relevant functionat head and enable the board to assess the strength of these functions and
thetr abitity to support the delvery of the group’s st-ateqic objectives

Strategic review

Penodically, we hold business ‘teach-ins’ for our board These are separate from board
meetings and are attended by a range of manager: from the relevant business They
are designed to give the board a more in depth insight into our businesses and their
customers than 15 possible during board meetings This deeper understanding enhances
our Non-Executive Directors ability to challenge, debate and centribute to strategy at
board meetings

During the year the board received a teach-in on the management of our company's
and our customers’ precious metal

Teach-ins

Our financia! calendar

2019

April '+ May June July August September
e A e e e e - e e = -l
| 30th May 6th june 17th July 6th August 19th September
© Announcement Ex dividend date 128th Annual Payment of final Capital Markets Day
' of results for General Meeting dividend subject to
year ended 7th june {AGM) declaration at the
315t March 2019 Fina! dividend AGM

record aate

johnson Matthey
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Site visits

Chiltor {Apni 2018)

The board visited our site in Chilton, UK
and toured the new Battery Matenals
pilot plant

Scotland (October 2018}

The board rmet with tacal management
at our Health sites in both Edinburgh
and Annan. The tours of two sites with
differing technology enabled the board
to gain further insight into our
manufacturing processes

The board holds two board meetings each year at operational sites As part of this, the board
tours the site and recewves presentations from management on the business, including 1ts
successes and challenges Enabling the board to see our operations on the greund and to
meet the teams allows our directors ta hear first hand about customers, business Issues, risks
and strategy as well as environment, health and safety and sustainability.

Our Non-Executive Directors also undertake visits to our sites independent of the
Executive Directors, either individualiy or collectively, to further enhance their knowledge
and understanding, meeting with management and other employees

China (Apnl 2019}

The board received
presentations on our
Clean Air and Efficient
Natural Resources
strategies in China and
toured plants in
Songpang {Shanghai)
and Zhangjlagang

Meeting with
the workforce

As part of the board site visits, the board meets with employees over lunch and dinner,
providing an opportunity for open discussion This gives the board insight into our culture

Leadership conference (April 2015}

The Charrman attended for part of our 2019 leadership conference, which gave him an opportunity to get a feel for the group’s culture,
hear more about JM's priorities in action and meet employees from across all our sectors and functions.

October

T b

"+ November
21st November

. Announcement of
results for the six
months ending

_ 28th November
Ex dividend date

" 29th November

Interim drerdend
record date

30th September 2019

2020 (provisional}

”‘ December - January February March
i 4th February
i Payment of
‘ intenm dividend
|
|
|
Johnzon Matthey
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Corporate Governance Report continued

Leadership

Our governance framework at 31st March 2019

Chief Executive !
Robert MaclLeod
Key responsibilities
= Has day to day responsibrlity for
running the group's operations. <
* Recommends to the board and
implements group strategy |
* Apphies group policies

* Promotes the company's culture
and standards

Executive Directors

Robert Macleod, Anna Mang,
John Walker

Key responsibilities <

* Have specific executive .
responsibilities .

* Discharge duties i respect of
the group as a whole \

Company Secretary |
Stmon Farrant

Key responsibilities
= Acts as secretary 1o the board and
Its commitiees

Together with the Chairman, keeps
the efficacy of the company's and = 4
the board's governance processes
under review

Has responsibility for comphance
with board procedures

Provides advice on corporate
governange issues

.

L.

Company purpose

Jahnson Matthey's vision 1s for @ world that
is cleaner and healthier; today and for future
generations |M uses its position as a global
leader in sustainable technologies to creste
solutions for gur customers that make a real
differance to the world around us To delwer
this, the board has set Its strategy through
four sectors which, enabled by our science,
create long term vatue for our sharenciders
This 15 underpined by the vaiues and
behaviours that shape the culture and the
way we cenduct business

Governance framework

JM's corporate governance framework and
processes support the execution of strategy by
clantying roles and responsibiittes, providing
2 mecharism for decision making ensuring
thal risk 13 appropniately managed and 15
supported by an internal control framework

Johnsor Matthey
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Chairman
Patrick Thomas
Key responsibilities
+ leads the boara

Board

Membership

Nine directors {Chairman,
three Executive Directors
and fwe independent
Neon-Execuiive Directorsy

4

= Ensures an effective board, including contributien and

chalienge from the directors

« Ensures that johnson Matthey maimtains effective
communications with its shareholders

Independent Non-Executive Directors
Odile Desforges, Jane Griffiths, Chins Mottershead
Aian Ferguson, John O'Higgins

Key responsibilities

* Constructively challenge the Executive Directors in
all areas

Scruiinise management’s performarce
Help develop propesals on strategy

Satisfy themselves on the integrity of finanaal
information and on the effectiveness of financ.al
controls and nsk management systems

Determine appropriate level of remuneration for
Executive Directors

.

Senilor independent Director
Alan Ferguson

Key responsibilities
¢ Provides a sounding board for the Chairman.

* Acts, if necessary, as a focal point and mtermediary

for the other directors

* Ensures that any key issues not addressed by the
Chairman or the executive manzqgement are taken

Role

* Prowvides entrepreneurial
leadership of the company
and direction for
management

Has collecuve responsibibity

. and accountability 1o

shareholders for the long
term success of the group.

Reviews the performance
of management and the
aperating and financal
performante of the group

Sets strategy
Determines risk appetite

Ensures that appropriate risk
management and tternal
cantrol systerns are in place

Sets the company’s culture,
values and behaviours

Ensures gooad governance

‘,

up

* Is avadable to shareholders showld they have concerns

Ttie group's principal decision making
body 15 the board it1s actountable 1o
shareholders for the group's financial and
operational performance and has responsibility
for setting the group's strategic direction and
for ensuring that the group manages risk
effectively. The board 15 supported by three
principa! committees the Nomination
Coryruttee, the Audit Committee and the
Remuneration Committee

Responstbility for implementing
operational decisions and the day (o day
rmanagement of the business is deiegated to
the Chuef Executive who 15 supported by the
Group Management Committee {GMC) as
outitned on page 13 There is a clear division
of responsimiities tetween the running of the
board and the executive responsibility for
running the business The board has 'dertified
certair matters which only it can approve
These are set out (1 a schecale of matters
reserved far the board The Chairmiar's and

I = Leads the annual appraisal of the Chairrman’s performance
|

Chnel Executlive's roles dre separate, artd this
dinsion of responsibibiies 15 clearly
established in a written statement within our
corporate gavernance framework, which s
avarlable on our website

The GMC 15 responsible for managing
business performante, detvery of strategy
and mitgating nisks It meets six bimes a year
and maost weeks for informal discussions on
day to day matters The GMC s supported by
ftve sub-comrmittees ~ the Environment,
Health and Safety Leadership Committee, the
OnelM Policy Comniittee, the Finance and
Administration Comimittee, the Legal Risk
Commutiee and the Meta! Steering
Committee For further details on these
commmtees, piease refer to our corporate
governance framework

B o ey oM cupn At goso e



Audit Committee
Membership
Five independent Non-Executive Directors.
Chaired by Alan Ferguson
Role

* Assists the board 1y carrying out its oversight responsibitities in relation to financial
reporung, mternal controls and nsk management

' Maintains an appropriate relationship with our external auditor, including recommending

reappointment or a requirement to tender

St page |/ 4 Tor mans imtarmation

Nomination Committee
Membership
Five independent Non-Executive Directors and the group Chairman
Chaired by Patrick Thomas
Role
+ Considers structure, size, composition, diversity and succession needs of the board
+ Oversees succession planning for senior executives

' See page 114 fur nor= afonmatian

Remuneration Committee

Membership
Five independent Non-Executive Directors and the group Chawman

Chaired by Chnis Mottershead

Role

= Sets remuneration policy for Executive Directors, Senior Management and the Charman

and determines the appiication of that policy

* Reviews and monitors the level and structure of remuneration for senior executives

B scc page 132 for mare Intormation

Disclosure Committee

Membership
The Chief Executive, Chief Financial Officer
and the Company Secretary

Chaired by Robert MacLeod

Role

* Identifies and controls inside
information or infarmation which
could become inside information

* Determines how or when that
information is disclosed 1n accordance
with applicable legal and regulatory
requirements

Ethics Panel

Membership
The Company Secretary and three
executive heads of functions

Chaired by Simon Farrant

Role

« Oversee the concerns raised pursuant
to the Speak Up Policy, including the
effectrve review and investigation of
these concerns

Group Management Committee

Membership

Chief Executive, Chief Financlal Officer, Sector Chief Executives, Chief HR Officer, Chief Technology Officer, Chief EHS and
Cperatlens Officer and General Counsel and Company Secretary

Chaired by Robert MaclLeod
Raole
* Responsible for the executive management of the group's businesses

* Recommends strategic and operating pians to the beard

T i |

v v k. 4
Environment, Health OneM Policy Finance and
and Safety (EHS) Committee Administration
Leadership Committee Chaired by General Committee
Chaired by Counsel and Chaired by Chief

Chief EHS and
Operations Officer.

Role

Assists the company

n discharging its EHS
responsibilities and m
creating a postive EHS
culture across the group

Cornpany Secretary.

Role

Sets a policy framework
for the group and
oversees and approves
johnson Matthey
group policies

Financial Officer.,

Role

Responsible for certain
of the group's finance
and carporate
restructuring mattess

. +
|
Legal Risk Committee Metal Steering
Chaired by General | : Committee
Coursel and Co Chaired by
Company Secretary ! | Chief Finanicial Officer

Role

Reviews contract
and hitigation risk
for the group.

A Role

Maneges the risk and
mingating actions

in relation to

the company's

precious metal

IR A R AR ST P B
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Corporate Governance Report continued

Principal board activities

Each year the company undertakes a bottom
1o top strategic planning exercise in order 1o
review the compenents of each sector’s
strategy that contribute to the group’s long
terrn strategy This process atlows the board
to discuss the business model, review market
trends, consider how the group 1s equipped
1o manage and respond to risks and
opporturities and ensure that resources are
appropriately allocated in order to create
value for our shareholders The board setsits
annual agenda pian by referance to its
strategy, ensuring there 15 sufficient time to
discuss and develop strateqic proposals and
monitor performance

Qur board met 11 tmes dunng the year,
severt times in person and four times
by telephone Since the end of the financial
year, the board has met twice The atiendance
of members at board meetings during the
year Is set out on page 103 Indwviduals’
attendance at board and board committee
meetings 1s considered, as necessary,
as part of the formal annual review of
their performance

During the year and up to the date of
approval of this annual report, the board
focused on a number of specific areas
which are outhned in the table to the right
Links to the group’s principal risks as set out
on pages 93 to 96 are also highlighted in
the table

Pages 14 to 1/, O strateqy
Fares 51 b 95 fisks aned Lieesfaim e

Panes 28 10 209 O stakenolders

Areas of focus for
2019/20 are expected
to include:

= Qur culture

Continued focus on EHS

Execution of cur strategic priorities

Sustainabibity

Continued monitoring of financial
performance.

+ Reviews of our principal risks

Johnson Matthey
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Customers

Soe page 40t far mone intormatio

Operations

Sep pdtie At Ton sr0re i oTINdiEs 1

People

! Seepawe nfvfrrmen

Lo

ety

Role of the board

To set the company's strategic aims and 10
take responsibil.ty for the fong term success
of the company

Jo approve major capital projects

To ensure the long term success of the company

To ensure that the needs of cur customers are
integral to our strategy

To ensure the long term success of the company
To mamntain oversight of the group’s financial
performance

To establish transparent arrangemnents to apply
carporate reporting, risk maragement and
internal controls

To ensure that the needs of our customers
are integral to our strategy

1o deterimine the nature and extent of the
principal risks and the group’s risk appetite.

To facilitate effective, ertrepreneurial and
prudent management of the business

To establish the cuiture, values and ethics of
the company

To ensure the board 15 effective, with an
appropriate balance of skills, experience

and independence

To undertake a rigorous annual performance
evaluation

Ta ensure remunerahon pronotes the long
term success of the company



Outcome Principal risks

Strateqy )
Revrewed the company’s strategy ano the timeline for key company decistons ! 2 3

* Reviewed and approved the Clean Air strategy, including investment in India i

* Reviewed and approved the Efficient Natural Resources strategy including investment in our refineries 4 6

* Reviewed 2nd approved the Health strategy, including Investment in manufacturing and development facilities -
n Arnan, UK 7 9 :

* Rewviewed and approved the strategy for Battery Materials, including investment in a commercial scaleelNG | .
manufacturing plant 1n Poland and three customer application centres 100N '

* Reviewed and approved the Fuel Cells strategy. inciuding investment in the UK and China 13 ’

R&D

* Rewiewed innovation and endorsed the approach taken to grow and develop the research and development portfolio

Efficiency

* Reviewed and approved proposals on our Commercial Excellence prog-amrmne to capture a farr share of the value
we create for customers :

4 5 6 .
Finangial T .
* Rewviewed and approved group budget and three year plan o 71 8

+ Approved full year results, half-yearly resuits and the annual report n
o

* Approved the group's going concern and viahility statements

Operational

* Reviewed and approved proposals on our Procurement Excellence programme

= Reviewed arrangements and actiors around the impact of a potential hard Brexit for )M, including how thss could
affect our customers

* Reviewed progress on the development and implementation of 2 groupveide enterprise resource planing (ERP) system nn

* Reviewed cyber security and improvement to our infrastructure, including investment in 1T systems

* Recerved updates on strategic metal

Risk

* Reviewed the board's responsibilities in relation to assessing and monitoring risk managemenit and internal 13
control systems 5

* Reviewed our principal nsks and risk appetite, and agreed mitigating actions and assurance activitres v

Governance ;
« Reviewed the key features of the UK Corporate Governance Code 2018 and plans to ensure compliance for 2019/20

* Reviewed the company's compliance with the UK Corporate Governance Code 2016

* Reviewed and approved a revised group corporate governance framework, including committee terms of reference

* Recommended to shareholders the adeption of new Articles of Association

= Reviewed directors’ conflicts of interest and Non-Executive Directors’ independence

Culture

* Reviewed and approved a refreshed global code of ethics - ‘Doing the Right Thing'

* Reviewed EHS performance at each meeting and considered significant inaidents, including managemant
responses and actions and the outcome of safety audits

» Reviewed the responses and action plan following the global employee survey

» Reviewed the HR function strategy and received an update on the Finance function within JM

* Recewed an update on legal, ethics and compliance matters

Leadership
* Cons'dered board succession and approved the appointments of Xiaozhi Liu and Doug Webb as a Non-Executive
Directors

* Reviewed the key findings and action plans following the board and committee effectiveness review for 2017/18
* Undertock an internal review of hoard and committee effectiveness for 2018/19

In undertaking these activities, the board considers its duties as set out in law and the interests of its key stakeholders,
including what will promote the success of the company for the benefits of its members

fohnson Matthey
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Corporate Governance Report continued

Culture

Through the mix of topics discussed by

the board, and the activities referred to on
pages 106 to 107, the directors gain an
nsight into |M's culture, 1ssues and operating
ernvironment for the sectors and functions

Ounng the year, the Chief HR Officer
presented JM's people ambition to the board,
to be one of the best performing, most
trusted and admured speciality chemicals
companies in the werld To deliver this
ambition, we need a highly engaged, diverse
and inclusive workforce, with the best talents
across the organisation The board and senior
management are committed to building
employee engagement based on our culture
and values, where al! forms of diversity are
valued, to provide challenging work and
development opportunities and a proactive
infrastructure of support.

Throughout the year, we have heard and
seen how our values and desired behaviours
as descrnibed on page 61 have started to be
shared and embedded across the
organisation, through presentations to the
board, the refreshed code of ethics, visiting
sites and meeting with employees We were
also updated on the results of |M's second
global employee survey during the year.

A culture of high engagement is irnportant
to the board and we were pleased to see a
high participation rate of 82%

The 2016 employee survey fold us that
our peapie wanted more communication and
clanty on our strategy and 1t was positive fo
see that the scores on understanding strategy
had improved We were disappointed 1o see
that the overall engagement score had
reduced slightly since our 2016 survey and
we will maintain oversight of the actions and
plans to improve this During 2018/19 work
has already begun to define our culture in
further detail, building an our values and to
determine the maost effective way to reguiarly
monitor culture across the group, including
through engagement with the workforce We
will report on 1715 10 further detall in our
2020 Annual Report and Accounts

Johnson Matthey

Atvnal Te aban = i 2007

Effectiveness

Our board's compositicn

As al the date of this annual report, our
board comprised the Crairman, three
Executive Directors and six independent
Non-Executive Directors

Qur board continues to compnise a
maority of independent Non-Executive
Drirectors and believes That both it and 1ts
committees have the appropriate range and
balance of skilis experience, knowledge and
independence to enable them to carry out
their duties and responsibilities effectively and
create long term sharemolder value The size
and composition of the board 15 reguiarly
reviewed by the Norminat.on Cormnmittee

The board, through the Nomination
Commuttee, follows a formal. ngorcus and
transparent procedure to select and appoint
new board directors

Independence of the
Non-Executive Directors

The board reviews Non-Executive Director
independence annually, most recently at its
meeting in May 2019 The board considers
all relevant relationshps and circumstances,
including those defined in the code that
could affect, or appear to affect, their
independent judgement

Each of our Nen-Executive Directors is
determuned by the board to be independent
In character and judgement and the
Chairman was determined to be independent
on appomntment to the board

Information on the company's procedures
for authorising potential conflicts of Interest
15 set out under '‘Directars’ conflicts of
interest” on the following page

Succession planning

Effective succession planning ts fundamental
to board effectiveness and the delivery of our
strategic plans The board, through the
Nominatton Committee is actively engaged
in succession planmng to ensure plans are in
place for the orderly and pregressive refreshing
of its membership and to develop a strong
pipelire of talent

The board recognises the need to recrunt
Non-Executive Directors with the right
tachnical skills and sectoral knowledge in
order 1o develop the company's strategy in
accordence with its purpose All Non-Executive
Directors must be independent, be prepared
to question, challenge and critique in all
areas and have the potential t¢ chair our
committees During the year the board,
through the Normination Committes,
recruited Xiaozhi Liu, who was appointed
as a Non-Executive Director in April 2019,
and Doug Webb, who was appointed as a
Non Executive Director and Audit Committee
Chair Designate from 2nd September 2019

Successton plans are prepared for all
of our sector and group functions, with
suppert from HR The GMC reviewed these in
detail during the year, including development
plans for their teams These plans were then
discussed with the Nomination Committee

. burther detans or success on panning can be tound
in the Normimatinn Corr rutles Report onpage 321

Directors' induction and
development

Johnsan Matthey prowides full tarlored
induction programmes for all its new board
directors These are intended to give a broad
introduction to the group’s businesses and its
areas of significant risk Key elements include
meeting the Executive Directors and semicr
management and visiting the group's major
sites In order to gain an understanding of
group strategy, indwidual businesses, key
customers and stakeholders

B rordeta sonthe Charman's ndacusn,
see page 1272

Information on Xsaozhi Liu's and Doug Webb’s
induction will be reported In cur 2020
Annual Report and Accounts



Terms of appointment of the
Non-Executive Directors

Our Non-Executive Directors are appotnted for
specifad terms, subject to annual election by
our shareholders and to the provisions of the
Companies Act 2006 [the 2006 Act) relating to
the removal of a director Followng review and
recommendat:on from the Nomination
Committee, the board approved the extension
of Odile Desforges’ term of appointment from
June 2019 untilt the end of the company’s AGM
n July 2019

The board aiso appraved the extension of
Alan Ferguson's term of appointment, which is
due to end in January 2020, until the end of the
company's AGMn July 2020

The terms of appointment of the
Chairman and Non-Executive Directors at the
date of this report are set out in the table below

Diversity

Our board believes that diversity 1s important for
boarg effectiveness and that the board should
reflect the diversity of 1ts workforce,
shareholders and communities The board
cortinues 1o take an interest In diversity at all
ievels of the group tocreate an inclusive culture
where diversity 1s valued As set out
in oar Dwersity Policy, all appointments ta the
board are made on mert while taking into
account suitabiltity for the role, board balance
and compositian, the required mix
of skills, background and expernence This
includes consideration of diversity The board
only engages executive search consuitants who
have signed up to the Voluntary Cade
of Conduct for Executive Search Firms to address
gender diversity on corporate boards

To embed diversity and miclusion across
the group management Is committed to
developing policies and processes that prevent
bias in relation to recruitrment and promotion,
including actively discussing diversity in
succession planning and talent management,
promoting industrial and scientific careers to
women and developing flexible employment
polictes for everyone

Diversity 15 also considered as part of
the board effectiveness review, referred to on
page 114 For further details on our Diversity
Palicy, please refer to the Nominaton
Committee report

B mathey saned ueis my-nonicy

Time commitment of the Chairman
and the Non-Executive Directors

The board recogmises tnat it is vital that ait
directors should be able to dedicate sufficient
time to Johnson Matthey to effecuvely
discharge their responsibilities The ime
commutment required by Johnson Matthey
1s considered by the board and by mdnacual
directors on appiintment The letters of
appointment of the Chairman and of each
MNon-Executive Director set out the expected
minimum time camrmitment for their
roles The minimum time commitment
considered by the board to be necessary
for a Non-Executive Director, who does not
chair a committee, 1s two days per calendar
month folfowing induction

The other significant commitments of
the Chairman and of each Non-Executive
Director are disciosed to the board before
appomntment, with an indication of the time
involved and are penodically reviewed. The
board has put in piace procedures to ensure
that directors seek prior approval from the
board before accepting any additicnal external
appetntment or significant commitment
Dunng the year, the beard approved an
additional external appoimtment for john
O'Higgins, having considered the expected
time commutments of the rale and his other
directorships After review, the board was
comfortable that John could continue to
dedicate sufficient time te Johnson Matthey

- Detar s of the diregtors’ othe- signsticart
commitments can be tound on pages 13013 102

Directors' conflicts of interest

We have established precedures 1- accercance
with our Articles of Association to ensure we
comply with the directors’ conflicts of interest
duties urder the 2006 Act and for dealing
with situations in which a director may have
a direct or indirect 1nterest that conflicts
with or may conflct witk., the interests of
the compa~y

In Apnit 2019, the board undertook an
annual review of potentia’ conflict matters
including in respect of directors’ external
aopointments In each case, the review was
undertaken by directors who were
independent of the matter Prior to her
appointment, Xiaozhi told us that she 1s also
a Non-Executive Director at fuyaoe Glass
Industry Group Co , Ltd, (Fuyao) 2 global
automotive glass manufacturing company in
China Fuyao s @ customer of our Advanced
Glass Technologies business The board has
considered and authornised this potential
conflsict of interest in accordance with its
Articles of Association and ensured that
adeguate controls are in place

All conflicts and potential conflicts will
continue to be reviewed by the board on an
annuel basts

The board corfirms that |ohnson Matthey
complies with its procedures to authorise
conflict situations and 15 satisfied that its
powers to authorise conflict situations are
being exercised properly and effectively, and
in accardance with 1ts Articles of Association

Chairman and Non-Executive Directors - Terms of appointment as at the date of this report

Johnson Matthey
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Corporate Governance Report continued

Evaluation of the board, board
committees and directors

This year, the Chatrman, supported by the
Company Secretary, led an internal review of
the board and its committees, following an
exlernal review by independent consultants,

Manchester Square Partners LLP in 2017/18.

An annual review provides opportunities to
reflect on the range and effectiveness of our
discussions, to constder each director’s own
contnbution and performance, and o
identsfy areas for further improvement

The review comprised a questionnaire
devised by independent Audit, a specialist
corporate governance consultancy, covering
certain key topics The Chalrman then held
individual discussions with each member of
the board, the Compary Secretary and the
Chief HR Officer regarding the board and its
effecliveness These conversations were
apen, honest and confidential The
Chairman, with the support of the Company
Secretary, compiled the results which were
presented to the board for discussion, on an
unattributed basis

Overall, the board is considered to be
an effective teamn, with strong engagement,
high participation and a strong basis of
openness and trust. Board members feel well
supported and the quality of papers to support
discussions has improved from previous years
Board committees were considered 1o be
effectively charred, and to work wel}, with
a clear understanding of relevant issues.

Below, we provide an update on the
actions undertaken from the 2017/18
external review and further insight from
the 2018/19 review

Strategy

Risk
management

Board
composition

Board
dynamics

People

TR

Action

As part of the 2017/18 review, 1t was
agreed that whilst not losing focus on
strateqic direct:on, the bgard's rofe should
evolve towards refining and monitering
execution of agreed strategies Sufficient
time should be allowed for iterative

" discussions, including investment

decisions, whilst maintaining time for
discussing customers, supphers, talent
development, culture and compliance.

This would need to be continuously
monitored as the business evolves 1o
ensure early identification and mitigation
of emerging nisks

PIaRL: ]

Insight and update

The board’s agenda plan ensures there is sufficient time for updates
fromn all sectors and functions, to enable an understanding of how
strategy 1s rmplemented and to monitor capital projects

When areas of the business seek investment, the Chairman, with the
support of the Company Secretary, ensures that this i1s clearly presented
In the broader strategic context This ensures that the board has an
opportunity to chaflenge and seek clanfication at an earty stage, before
approving investment decisions

The 2018/19 review showed that the board values time to consider and
debate different scenarios and assumptions in order to refine strategy

The board has reviewed and challenged each of its principal nisks
throughout the year and considered emerging risks.

The 2018/19 review showed that further work is needed to embed a sk
management culture and ensure adequate time 15 allocated on the
board's agenda to consider the 'what ifs' that could impact our bustness.

The 201718 review identified the need
for further international experience on
the board. in considering succession
planmng, the board would also have
regard to other elements of diversity

As we detiver our strategy, the
Non-Executive Directors must continue
to further their challenge, support and
contribution to the Executives. In this
context the board agreed to consider

" whether more time together and with

management would be beneficiat

Site visits are an important part of
employee engagement and potential
further cpportunities for these shoutd
be found

During 2018119, the board developed a skills matrix to provide further
insight of the skills and experiences neaded to support the board i
discharging its respansibilities This reinforced the need for further
international experience on the board, culmmating in the appointment
of X1aozhi Liu

The 201B/19 review recognised the board's work on leadership and
succession planning duning the year

The board will continue to have regard to diversity in all appointments to
the board and intends to review its board Diversity Pelicy durning 2019/20

The board determined that in order to deliver, monitor and challenge
strategy. the number of board meetings would be increased, with an
additional meeting being held in December The length of meetings has
also been extended to ensure there 1s sufficient time for full discussion
Board telephone calls were previously held to update the Non-Executive
Directors on relevant matters between meetings These have since been
formalised into telephone board meetings with agendas and papets and
are used to provide early introductions to strategic topics

The continued use of ‘teach-Ins’ on major business areas, explicitly
separated from consideration of strategy, will also support this

All Non-Executive Directors are encouraged 1o visit our sites when
travelling during the year.

The 2018/19 review recognised that further work 15 needed to ensure
the cufture amongst the workforce 15 1n line with our values and the
heard 15 cons:dering ways 1in which it can enhance engagement with
the workforce, through site visits and other means Further details on
this will be reported in the 2020 Annual Report and Accounts

Jehnson Matthey
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Foliowing the board's discussion of the
2018/19 review, an action plan will be
agreed These actions are likely to be in the
areas of

Stakeholder engagement, particularky with
the workforce

« Developing our culture and rewarding the
right behaviours

= Risk management, including cnsis
management

We will report on the actions and progress
made next year

The board’s intention 1s te undertake &
simular review 1n 2019/20 in order to monitor
ptogress and to undertake an externally
facihitated evaluation process in 2020/21 and
at least every three years, in accordance with
the requirements of the code

Review of the Chairman's
performance

The Non-Executive Directors recognise
that the Chairman's effectiveness 1s vital
to that of the board Led by Alan Ferguson,
the Senior Independent Director, the
Non-Executive Directoss are responsible for
performance evaluation of the Chairman and
for previding a fair and balanced assessment
to shareholders

In April 2019, the Non-Executive
Directors, led by Alan Ferguson, met without
Patrick Thomas being present to discuss his
performance during his first year as
Chairman Key considerations were his
overali leadership of the board, the setting
of tone and the effectiveness of structuring
and faciitating drscussions The wiews of
Executive Directors and the Company
Secretary were also taken into account
The outcome was subseguently reported
to the beard that Pairick's leadership of the
board was effective and encouraged open
and constructive challenge

Review of the Executive
Directors' performance

The Chairman met with the Non-Executive
Directors without the Executive Diectors
being present in Novermnber 2018 1 order 1o
review the Executive D rectors’ performance
and regular discussiens were held with the
Remuneration Committee throughout the year
Each of the directors was considered to be
effective in discharging thetr responsibilities

Annual re-election of Directors

In accordance with the code, all directors
retire at each AGM anc offer themselves for
election or re-election by shareholders

Xrgozhi Liv joined the board as a
Non-Executive Directar on 2nd April 2019
and, as required by our Articles of
Assoctation, will retire at the 2019 AGM and
offer herself for election Odile Desforges will
step down from the board at the end of the
2019 AGM and therefore not offer herself for
re-election All other directors will be
offering themselves for re-electicn

As at the date of approval of this annua:
report, our six Non-Executive Directors
are each determined by the board to be
independent directors in accordance with
the critenia set out in the code The board
considers that their skills, experience,
independence and kncwledge of the
company enable them to discharge their
respective duties and responsibilities
effectively. Biographies of each of the
directors standing for election or re-election,
including detais of their contributions to the
board, can be found on pages100 to 102

Qur 2019 AGM ¢ircular outlines why
the board believes each director should be
elected or re-elected In the circular, the
Chairman confirms 10 shareholders that
following formal perfo-mance evaluation,
the performance of each Non-Executive
Director continues te be effective and that
they demonstrate com~utment to the role
(including commitment of time for board
and board committee meetings).

Remuneration

The board has established a Remuneration
Committee The composition and role of the
Remuneration Committee 15 set out 1n the
Annual Report on Remuneration.

B g4 a0

Accountability

Fair, batanced and
understandable reporting

In 1ts reporting to shareholders, the board
recognises 1ts responsibility to present a fair
balanced and understandable assessment
of the group’s pesition and prospects This
responsibility covers the Annual Report and
Accounts and extends 1o half year and other
price sensitive public reports and reports to
regulators, as well as to information required
by statutory requirements

The process to determine whether the
2018/19 annual report 1s fair, balanced and
understandable was reviewed by the Audit
Comrmittee and was considerad to be
effective The board considered the results
of an assessment by management and was
satisfied that all key events and 1ssues
reported to the board during the year had
been adequately disclosed or reflected within
the annual report. The directors concluded
that the 2018/19 annual report taken as a
whole 15 fair, balanced and understandable,
and provides the information necessary for
shareholders to assess the group’s position and
performance, business model and strategy

Johnion Matthe:
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Corporate Governance Report continued

Risk management and
internal control

The board 1s responsible for determiming
the nature and extent of the principal nisks
1215 willing ta take 1 aclieving 1ts strategic
objectives, that 15, the nisks that could
threaten |M's strategy, performance, salvency
or liquidity Details of these rnisks and the
mitigating actions are set out on pages 93 tc 96
The board 15 also responsible for
maintaining sound nsk management and
internal control systems (including financial
centrols, controls tn respect of the financiat
reporting process and controls of an
operational and compliance nature) Qur risk
management and mternal contral systems
are groupwide and comprise policies,
procedures artd practlces covering a ra nge of
areas, including the appropriate authorisation
and approval of transactions, the appl.cation
of financial reporting standards and the
review of financial performance and significant
judgements These are designed to meet the
group’s heeds and to manage the risks to
which it 15 exposed, including the risks of
failure to achieve business objectives and of
material misstaterment or loss However, such
risks cannot be eliminated OCur systems can
only provide reascnable, but not absolute,
assurance. They can never completely protect
against such factors as unforeseeable events,
human fallibility or fraud

Risk governance

management systems

»  Champions nsk management

Jehnson Matthey

Arpnalle o lan Ao k200

The board coanfirms that there 15 an
ongoing process In place (established in
accordance with the Guidance on Risk
Management, internal Control and Related
Financial and Business Reporting 1ssued by
the Financial Reporting Council In September
2014 {FRC Guidance} and the recuirements
of the code) for identifying, evaluating and
managing the principal risks faced by the
group as well as emerging risks and trends.
This process 15 regularly reviewed by the
GMC, the board and the Audit Committee,
as appropriate, and has been 1n place during
the year and up to the date of approval of this
arnual report

The directors cenfirm that they have
carried out a robust assessment of the
principal nsks facing the company, including
those that would threaten its business model,
future performance, solvency or liguid:ty
The board's view cf johnson Matthey's key
strategic and operating risks, and how the
company seeks to manage those risks 15
set out n this report

Review of effectiveness of the
group's risk management and
internal control systems

The board delegates responsibifity to the
Audit Committee to keep under review the
adequacy and effectiveness of internal
controls and risk management systems and it
ensures they are properly scrutinised The
role and work of the Audit Committee in this
regard and the role of the group’s Corporate
Assurance and Risk function are described

in the Audit Committee Report on pages
12810 129

Board
«  Assesses the principal nisks and determines risk appetite
*  Isresponsible for the appreach to nisk management and internai control

Audit Committee
*  Reviews the adequacy and effectiveness of internal controls and risk

Group Management Committee
*  Reviews each principal risk the risk appetite and mitigations in place

To ensure the board effectively manages
risk, the board agenda plan, together with
that of the Augit Committee, ensure that all
significant areas of risk, risk appetite and the
related risk management and internal control
systems are reviewed and considered during
the course of the year The board alse considers
emerging risks

The board, in part through the Audit
Comimittee, 1s satisfied that it has reviewed
the effectiveness of the company’s rish
management and internal control systems,
covering all material contrels, including
financial, operational and compliance
controls, and financial reporting processes,
for the year The review process accords with
the FRC Guidance

The Audit Committee

The composition of the Audit Comm-itee
is set oul n the Audit Commttee Report
{pages 123 to 131}, which describes the
work of the Audst Committee in discharging
its responsibifities

The board is satisfied that at feast one
member of the Audit Committee, Alan
Ferguson, has recent and relevant financial
experience, including competence in
accounting and that the Audit Commmittee as
a whale has competence relevant to the
sectors in which the company operates

Viability statement

The directors have assessed the prospects

of the company over a three year perlod
following a robust assessment of the
principa!l risks affecting the company, the
business model and strategic ptans. The
directors have a reasonable expectation that
the company wili be able to continue in
operation and meet 1ts ltabilities as they fall
due aver the three year period under review

Risk management function
= Provides independent advice
and challenge on our risks



Stakeholders

Our approach to our stakeholders is central to our decision making We keep in close contact with our shareholders, workforce, customers and
supphiers to ensure we are aware of what matters to them and so their views can be appropriately considered in decision making

lace /4 s wistainas aty hamew rk - ratera tymad
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Shareholders

Workforce

Customers

Suppliers

Communities

Information on how we manage relations with our shareholders is set out on the fallowing page

The board 15 commutted to engaging with the workforce in order te understand the cullure, issues and challenges
across our businesses Meeting with local management, both formally and informally, allows a deeper inz:ght of
views and provides opportunities to receive informal feedback In receiving presentations on strateqy, we ensure that
the Sector Chief Executive or key functional head, and where relevant, members of their teams attend the board
meeting so their views can be heard and considered

During 2018 we undertook our second global employee engagement survey and the Chief HR Cfficer presented the
results of this to us It was pieasing to see that 82% of employees participated in the survey (an increase from 75% in
November 2016} A culture of transparency Is important to the board and senicr management, particutarly during
periods of change The result of the employee survey confirmed areas where there 1s mate to do, and this is taken
Into account as the board develops, and reviews strategy

The beard continues to enhance ways in which it engages with the workforce, to ensure their views are taken into
account in decision making Plans are in place to develop engagement mechanisms further during 2019

We have processes 1 place for the workforce to be able to raise concerns in a confidential manner Further details
on our speak up arrangements are set out on pages 68 and 69 The baard receves regular reports on speak up
matters which provide further insight into the cuiture across the group

Foyr dete s ore bow we cun rinae 1o mvest 11 ane rewd d our workforoe, see pates 610 75 Peuo e

Understanding cur customers’ needs helps us to deliver the best soluticns for them The board considers this as part

of 1ts strategy and in reviewing capital investment proposals

B Peges 401047 Customen

Working well with our suppliers 1s essential to our business It ensures a responsible approach to our supply chain
and mitigates risks During the year the board approved Johnson Matthey's Moderr Slavery and Human Trafficking
Statement which sets out the steps taken to prevent modern slavery in our business and supply chains

- | Fages 5O Respans e seu ing

B matth ey comdmodrin-slavery

Local comrmunities and the environment are considered when relevant, in reviewing capital investment proposals.

[ - | Pages 28 10 29 Lo stakel ol ders

Johnson Matthey
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Corporate Governance Report continued

Relations with
shareholders

Dialogue with our shareholders

QOur board welcomes the opportunity to
openly engage with sharehelders and help
them to understand our business Recogrusing
the iImportance of effective dialogue on an
ongoeing basis, whether with major
institutional investors, private sharehoiders
or employee shareholders, the board takes
responsibihity for ensuring that such dialogue
takes place

Cur Chatrman takes overall responsibility
for ensuring that the views of cur shareholders
are communicated to the board and that
our directors are made aware of major
shareholders 1ssues and concerns so these
can be fuily considered Since his
appointment, the Chalrman has met with
approximately 30% of our shareholding.
comprising a range of institutional nvestors,
to discuss matters on strategy, performance
and governance He s committed to
engaging with our shareholders on a regular
basis

Contact with major shareholders 15
principally maintained by the Chief Executive
and the Chief Financial Officer, who have a
regular dialogue with institutional shareholders
on performance, plans and objectives
through a programme of one to one and
group meetings Our investor Relations
department acts as a foca! point for contact
with investors throughout the year. During
the year, the Investor Relations department,
together with members of the board and
senlor management, held over 250 meetings
with institutions and potential investors The
Chairman, Senior Independent Director and
the cther Non-Executive Directors continue to
be available to discuss matters If requested

The beard believes that appropriate
steps have been taken during the year to
ensure that the members of the board, and
in particular the Non-Executive Directors,
develop an urderstanding of the views of
major shareheclders All board members are
provided with a range of analysts’ and
brokers' brietings on a regular basis and six
montaly brokers' reports

The board considers that the
arrangements for commuricating with
shareholders remain practical and efficient
They aflow all our directors to keep in touch
with shareholders’ opinions and views in
order to reach a balanced understanding
of major shareholders objectives, issues
and concerns

|ohnson Matthey
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While the board recogrises that the
company Is primarily accountable to its
shareholders, 1t akso rezognises the
contribution made by other providers of
capital and confirms its interest in listening
to their views, including where relevant, on
the company’s overalk approach to governance

Reporting of results and
Capital Markets Day

We report formally to our shareholders
when we publish our full year results in May
and our half-yearly results in November
When we publish the results, our Executive
Dhirectors give presentations in meetings
with institutional investors, analysts and
the media in London Live webcasts and
transcripts of these presentations are
avallabie on our website

In additicn, we hold a Cap-tal Markets
Day for our institutional investors and
analysts The last of these was held in
September 2017 Cur next Capital Markets
Day will be heid on 19th September 2019

H matthey cormond 17

2019 AGM

Annual General Meetings

The AGM s an impeortant part of effective
communication with shareholders Qur AGM
takes place in Londaon with the Notice sent to
shareholders and published on our website at
least 20 working days befarehand The Notice
sets out a balanced and clear explanaton of
each proposed resolution

At the AGM, we propose separate
resoiutions on each substantially separate
Issue For each resolution, shareholders may
airect thewr proxy to vote either for or against
or to withhold their vote A 'vote withheld s
not legally a vote and not counted in the
calculation of the proportion of the votes
cast All resolutions at the AGM are decided
on a pol carried out by electronic means
The results are arrnounced as soon as possthle
and posted on our website This shows votes
for and against as well as votes withheld.

Asset reunification

The board 15 committed to proactively
seeking to urite shareholders promptly with
their shares and dividend payments.

Share capital

Detals of the company’s share capital, inciuding
the rights and obligations attached to the shares
are set out in the Directors’ Report on pages 151
and 152

Our 2019 AGM will be held on 17th July 2019 The Notice, together with an explanation
of the resolutions to be considered, s set out In a circular to shareholders Our board
welcames the opportunity for face to face communication with our shareholders
Shareholders are encouraged to participate and all directors are avallable to answer
questions, formally through the Chairman during the meeting and informally afterwards

Bl riatthey corr isharenarder- nfo-mm ation

Compliance with the UK Corporate Governance Code 2016

Code provision E 1 1 states that the Senior Independent Director should attend sufficient
meetings with a range of major shareholders to listen to their views in order to help
develop a balanced understanding of the 1ssues and concerns of major shareholders
During the year the Senior independent Director did meet with sorne major shareholders,
however, the board does not consider this to be sufficient to have fully complied with this
provision throughout the year The board has concluded, however, that there are appropr ate
mechanisms in place te listen to the views of shareholders and commurnicate them to the
board without it being necessary for the Senior Independent Director to attend meetings
with major shareholders However, he 15 available to attend any such meetings it
requested by shareholders The board believes that this approach s consistent with the
relevant main principle of the code an diaiogue with sharebolders and 15 comsistent with
good governance and the promoticn of del'very of the company s objectives.



Nomination Committee
Report

Chairman of the Nomination Committee
Patrick Thomas

Members

Alan Ferguson Odile Desforges |ane Griffiths

john O'Higgins Chris Mottershead Xiaozhi Liu
{Appointed 2nd Apnl 2019}

Key objective:
To lead the process for board appointments and ensure
the development of a diverse pipeline for succession

Responsibilities:
= To review the structure, size and composition of
the board

= To ensure adequate successien planning for board
and GMC members

2019/20 priority:
«  Ensuring the continued effectiveness of the board

as a whole as we work with new board members
1N new roles

Strengthening
our leadership

We have focused on succession planning to ensure
the board and senior management has the nght
capabilities to develop and execute our strategy.

This was my first year as Chairman of the board and the Nomination
Committee, having |oined Johnson Matthey's board in June 2018
The commuttes has spent considerable time focus ng on board
succession planning and evaluating the directers skills and expertise
in order to identify the criteria for future appointments and, in April
2019, we welcomed Xiaozhi L to the board as g Non-Executive
Director. Odile Desfarges will step down from the board In July 2019
having been a member for six years and on behalf of the beard

I 'would like to tharnk Odile for her commitment and contributions

to the board dunng this time.

In September 2019, Doug Webb will join the board as a
Non-Executive Direclor and following our Annual General Meeting
{AGM} will take over Alan Ferguson's responsibilities for chairing the
Audit Committee InJuly 2020, Alan Ferguson reaches the end of his
third term of appointment in January 2020 and you can read more
about why we decided to extend his term ¢f appointment for a
further six months in this report He is also appointed as Senior
independent Director and from July 2020, john O'Higgins will hold
1his position on the board

Dunng the year, we also reviewed succession planning and talent
management for the Group Management Commiitee (GMC) and
their direct reports, recognising the importance these roles play in
delivening the group's strategy and embedding the desired culture
across |M

Role

The principal role of our Nomination Commutsee 15 to keep under
review the structure, s:2ze and composition of the board and to make
appropriate recommendations to the board with respect to any
necessary changes We also consider the adeguacy and effectiveness
of senior management development and succession planning
processes for board members and sentor executives, including the
group's processes for identifying and developing the future senior
management pipeline

Farther details on our role and responsibiiities can be found in
our terms of refererice, which were updated in Apnl 2019

B ratthoy comucnrparar, goectnancs

Composition

As at the date of thns annual report our committee has seven
members, myself as Chairnan and ail the independent Non-Executive
Directors Only members of the committee have the right tc attend
meetings The Chief Executive and the Chief HR Officer, as well as
external advisers and others, attend for all or part of our meetings by
invitation when appropriate The Company Secretary acts as secretary
to the commitiee

Johnson Matthey
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Nomination Committee Report continued

Committee meetings during the year

Our committee meets immediately prior to or following board meetings and on other occasions as needed We met seven times duning the year
The attendance of members at meetings durning the year s set out below

Do of ~Numbe of

anantmzm roetras ol giis Humter i ‘n

R 4 L TR T aterc ~eety gsatenced atte d-d
Patrick Thomas 1stjune 2018 5 5 100%
Tim Stevenson 29th March 20117 3? 3 100%
Qdile Desforges 1st July 2013 7 & 86%
Alan Ferguson 13th Janua-y 2011 7 7 100%
lane Griffiths 1st Janua-y 2017 7 7 100%
Chris Mottershead 27th Janua-y 2015 7 & 86%
John G'Higgins 1ath November 2017 7 7 100%
1 Patnck Tnomas was apoc inted Cha oraa of the boasd and the commitree on 24th juy 2018
2 T Stovensan was appee 1 Chigtoman o0 195 hoare acd the com muites 01 19t iy 2071
3 stevensar etieed fron the bosnz ana the comanttes w26t uly 2018
1 Ol Desforges and 7 s Mottershrad veere unatib e attenn e ad toc ezt of the comem tiee whirh was anaiged a0 sbert noon e msder fae digomtiment of

xanh 1 .asa Nen Bxecut ve Dhieector of the company Bothiwverc o ovided with paners v ddvanee o ~hie e Gog i d nad the appostun ity 1 Pess & 0 A0y Corm e ients

th=Tha rmar of the ce ror ttee: alead of 10 mcehing

Since the end of the year, the committee has met twice and ali members attended, \ncluding Xraozhi biu follow:ng her appeintment in April 2019

Committee activities

Our principal activities g¢uring the year, and up to the date of approval of thus annual report, were as follows

Chairman succession

Non-Executive Director
succession

Board skills matrix

Talent management framework

Succession planning and senior
management changes

Review of performance and
etffectiveness during 2018/19

Nomination Committee Report

My appeintment tc the board took effect in June 2018 and | becarmne Chairman i july 2018,
after Tim Stevenson stepped down from the board | have since received a fufl induction into
Johnson Matthey's business. Further details on my induction are included in this report on
page 122

Recommended to the board that Od:le Desforges’ term of appointment be extended from
30th June 2019 until the end of the company's AGM on 17th july 2019

Considered succession planning for Alan Ferguson, who will have served on the board for
nine years n January 2020

Having conducted a search process far two new Non-Executive Directors with assistance
fram EgonZehnder, recommended tc the board the appointments of Xiaozhi Liu as a
Non-Executive Director and of Doug Webb as a Non-Executive Drrector and

Audit Commutiee Chairman Designate

Recommended to the board that John O'Higgins be appointed as Sentor Independent Director
from the end of the company’s 2020 AGM

Reviewed the directors’ skills and expenence by way of a self-assessment to ensure that the
board as a whaole remains balanced and to ident fy any areas for development or gaps within

succession planning

Reviewed the group's progress and priorities for talent management, development, culture and
values, which farm an integral part of the group’s people strategy

Reviewed the 2019 succession and development plans in respect of the GMC including the
Chief Executive and other senior executives in each sector and group function Discussed GMC
membership and responsibility changes

Undertaok an internal review of the comrmuttee’s performance and effectiveness

Reviewed and approved the 2019 Nomination Committee Report.

Johnsen Matthey
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Committee activities

The graph below shows an estmate of how the
committee has spent 1ts Ume during the year

Board appointments

In considering board composition, we assess
the range and balance of skills, experience,
diversity, knowtedge and independence on
the board to identify any gaps and consider
the need to refresh the board If we teel that
1t 15 necessary to appoInt a new director, the
capzabilities and charactenstics required for
the appointment are determined and
objective selection criteria are set accordingly
We cansider any proposed recruitment in the
context of the company's strategic priorities
plans and objectives, as well as the prevailing
business environment We also take into
account relevant succession plans already

n place

Board skills matrix

This year, | led a detalled review of the skills
and capabilities held by the current board
members This comprised a self-assessment
from each board member of the skills, areas
of functional expertise and sectoral
experience they have. The results were
compiled by the Company Secretary and used
to consider any gaps, areas for future
development and skills needed in future
appointments to the board, in order to
support, challenge and develop the qroup's
strategy The skills held by our Non-Executive
Oirectors are summarised on page 103

Boardroom diversity

The benefits of diversity, In its hroadest
sense, on the board are carefully considered
when making any new board appointment
All appointments to the board are made on
merit, against agreed objective selection
criteriz We also consider board balance and
composition, the required mix of skifls,
background and experience as well as the
need to maintarr board cohesiveness,
diversity and a positive culture

In adapting 1ts Diversity Policy, the
board has not set express gender or other
related diversity quctas or measurable
objectives, however, the board and the
committee seek to encourage applications
from a diverse range o” candidates, subject to
the selection critena being met, The board's
Dwversity Policy 1s available on our website

matthey comicoparate WWernance

The poticy requires the board to satisfy
nself that plans are in place for orderly
suceesson for appointments to the board so
as to maintain balance and ensure progressive
refreshing of the boarc On behalf of the
board, the Nemination Committee annually
reviews and approves the management
develepment and succession plans for the
directors and senior executives, and makes
recommendations to the boatd or its
structure, size and comr position

Since the launch of the board Diversity
Pclicy in 2013, the board has made progress
in broadening the diversity of the board and
sernar management As at the date of approval
of this annual report we had four women on
our board, which represents 40% of our total
board memberstip During the year the board
has continued tc pramote diversity at all levels
of the organisat:an and In the boardroom,
to promote an inclusive culture across |M

The gender balance of the board as at
31st March 2019 1s shown on page 103 and
of those in senior management posttions
and their direct reports, on page 65 For
further detaits on diversity and inclusion
across M, including our Equal Opportunities
Policy, see page 65.

Succession planning

A key role of the committee i5 to ensure
that plans are (n place for the crderly and
progressive refreshing of the beard and to
identfy and develep individuals with potential
for board and GMLI positions

The committee has continued to focus
on active talent management, mobiiity across
the group and diversity We have discussed
succession planning and development for key
senior management ro es and identified areas
for external recruitment We were pleased to
see that performance management and
development has been enhanced witn a
globaily consistent framework of career paths,
acommon, globally applied job grading systermn,
progressive mobility policies, and a nevy suite
of leadership development programmes

The commitiee recognises the
importance of setting the tone and culture of
the organisation from the top and the rofe of
the GMC and senior leaders in demonstrating
and embedding the expected behaviours
[M's refreshed values were launched in April
2018 and over 1,300 managers have since
attended interactive warkshops to learn more
about these. The committee will continue to
monitor the cultural factors that impact
talent strategies and influence a positive and
productive culture, crealing a career destinaticn
of choice for current and future talent

Yo an iead more abo o values 09 page 41

Non-Executive Director succession

The committee recommended to the board
that Odile Desforges’ term of appointment
be extended from 30th June 2019 to the
end of the company's AGM 1n July 2019,
enabling her to attend the AGM and answer
any questions our shareholders may have,
before she stands down from the board after
SIX years.

In light of Cdile stepping down, the
committee recommended that a further
Non-Executive Director be appointed to
the board Having reviewed the skills and
expertise of the current board members,
the committee sought an indivigual with
Iinternational experience and 1n particular,
knowtedge of the China commercial markets

The committee felt that Xiaozhi Liu's
executive experience and extensive
knowledge of the automotive sector, including
in China, as weil as her technology perspective
would be a positive enhancement of the
beard's knowledge, particularly as the group's
automotive powertrain strategy evolves

In considering Xlaozhi's appeintment,
the committee discussed her existing
commitments o ensure she wolld be able
to dedicate sufficient time to )M As part of
these discussions, it was noted that Xiaozhi
wilt step down from her role as Non-Executive
Director of Fuyao Glass industry Group Co., Ltd
in Octaber 2019, when her appointment
expires Her current appointments are set
out on page 101

The commiitee also commenced
succession planning for Alan Ferguson,
including his role as Chairman of the Audit
Commuttee and as Senior Independent
Direcior, His term of appointment is due
to come 1o n end In January 2020, after
nine years on the board

Johnson Matthey
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Audit Committee Report

Chairman of the Audit Committee
Alan Ferguson

Members

I

i

.
P

Jehn O'Higgins

Odile Desforges Jane Griffiths

Chris Mottershead Xiaozhi Liu
{Appainted 2n¢ Apnil 2019)

Key objective:
To provide oversight of financial reporting and
internal controls.

Responsibilities:
«  To monitor the integrity of the company's
financial reporting

+  To review the effectiveness of interna!
financial controls

+  To mamtain the relationship with the
external auditor

2019/20 priorities:
= To monitor controls associated with the new ERP
system and cyber nsk

+  To monitor progress to increase the use of data
analyhcs by our assurance providers

The committee welcomed
PwC as its new auditor
during the year

This report shares some of the committee’s
discussions during the year and provides insight
into its essential role in maintaining the integrity
of financial reporting and reviewing the
effectiveness of internal controls.

During the year as part of our programme of deeper dives, we looked
in more detail at the effectiveness of the control environment of

the Efficient Natural Resources and Battery Materials businesses.

We also spent time understanding and challenging the controls around
the implementation of our new enterprise resource planning (ERP)
system and how the group manages and contrels precious metal These
detailed reviews provide the committee with a deeper insight into the
risk management systems and contrels in place across the group

Following a successful tender last year, we welcomed
PricewaterhouseCoopers LLP {PwC) as our new auditor in July 2018
led by Mark Gill, the tead audit partner The committee has spent
tirme this year overseeing a smooth transition from KPMG LLP
[KPMGY, our former auditor.

As Chairman of the committee, 1 am pleased to say that the
committee continues to cperate well and that it remains informed
of relevant changes and developments in the external audit market
Looking ahead to next year, we will continue to monitor the control
processes associated with our new global ERP system, as 1ts rollout
across the group is accelerated, and will start to focus on how our
assurance providers can make better use of data analytics, when
undertaking their work on our control environment.

Role

Qur principal role 1s to assist the board in carrying out its aversight
responsibilities tn relation to financial reporting, internal controls and
risk management, and in maintaining an appropnate relationship with
our externai auditor More detatls on our role and responsibilities can
be found 1n our terms of reference which were updated i April 2019
and are available on our website

1At IBy LGOI 8 e QUvETTial e

Compauosition

Our committee currently comprises six members, myself as Chairman
and all of our Independent Non-Executive Directars We welcomed
Xiaozht Liu to the commuttee in Aprit 2019 This 1s my eighth year as
Chairman of the committee | am a Chartered Accountant with many
years' experience worklng i1 finance, having been, over a 12 year peried,
the Group Finance Director at inchcape plc, The BOC Group pic and
Lenmin Plc | also chair the audit committees of two other companies As
a committee, we have a broad range of knowledge skills and experience
gained from a variety of backgrounds, as detailed on pages 100to 102
This diversity 15 essentsal to the effective discharging of our duties

The board has agreed that the committee has expenence
relevant to the sectors In which we operate and that | have recent and
relevant financial experience, including competence in accounting,
as required by the provisions of the UK Corporate Governance Code

The secretary o the committee is Simon Farrant, Company Secretary
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Audit Committee Report continued

Committee meetings during the year

We met five times during the year Attendance at these meetings was as follows

Marrnbe o f
{1aeat MR N b er o f
assanbmoint slgin's mazet ns "
“ccecmm e tc attemc twnded atte dod
Alan Ferguson 131h Janua-y 2011 5 5 100%
Odile Desforges 1st july 2013 5 5 100
|lane Gniffiths Ist janua-y 2017 5 5 100%
Chns Mottershead 27th |anua-y 2015 5 5 100%
John G'Higgins 16th November 2017 5 5 100%
Aan ber 1504 was apoomnted Lha emias o the corm mstee an 14th July 007

Since the end of the year, the committee
has met twice and all members attended,
including Xiaczhi Liu following her
appointment 1n April 26019 The committee’s
meetings coincide with key events in the
company’s financal calendar Following each
meeting, | regort on the main discussicn
points and findings to the board

The Chief Executive, the Chref Financial
Officer and the Group Assurance and Risk
Director attend all of our meetings and
other senior managers attend {o supporl
the committee’s activities and provide
technical or business information as necessary

Committee activities

1t1s cnitical that we have the cppertumity 10
openly discuss with mznagement any matter
which falls within our remit, and probe and
challenge where necessary in order to ensure
that the interests of shareholders are properly
protected 'n relation to financial reporting
and internal cantrol.

Our meetings were also attended by the
lead audit partner and other representatives
from the external auditor. Their attendance
is important as It gives us the opportunity to
seek their independent and objective views
an matters which they encounter during
therr audit

Al least once a year, the committee
meets separately with the lead audit partner
and with the Group Assurance and Risk
Director, who manages the internal audit
function, to discuss matters without executive
management being present On a more
frequent basis, | meet with the Chief Financial
Officer. the Group Assurance and Risk Director,
other senior management and with the
auditors This means any Issues cr concerns
can be raised at an early stage, alicwing me
to ensure that sufficaent tirme s devoted to
them at the subsequent committee meeting

Commumication between the committee,
management and the internal and external
auditors 1s open and constructive but has an
appropriate degree of challenge.

In order to discharge our responsibilities, our principal activities duning the year, and up to the date of approval of this annua! report, were as follows

Responsibility

Activity

Published financial information

To monitor the -
integrity of the
reported financial
information and to
review significant
financial issues
and judgements

.

Reviewed the group’s full year results and half-yearly results and considered the significant accounting
policies, principal estimates and accounting judgements used in their preparation.

Reviewed the matters, assumpticns and sensiivities in support of preparing the accounts on a gaing concern
basis and assessed the long term wiabihity of the graup

Reviewed the financial reporting framework of the parent company financiat statements and agreed the
adoption of FRS 101

Assessed the process which management put in place to support the beard when giving its assurance that

the 2013 Annual Report and Accounts, taken as a whole, is fair, balanced and understandable

+ Received an update on new or forthcoming accounting standards that could materially impact the group,
including IFRS 15 — ‘Revenue from Cortracts with Customers and IFRS 16 - 'Leases’

Reviewed reports from the General Counsel on hitigation and on the speak up (whistleblowing} pracedures
Reviewed reports on credit controls and credit risks

Approved the 2019 Audit Committee Report

Rewviewved and recommended the approval of elements of the 2079 Annual Report and Accounts to the board

Reviewed and challenged the payment practices, pchcies and perfermarce of the company and certain
UK subsidiaries
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Activity

Responsibility

Risk management and internal control

To review the .
group's internal
financial controls
and its risk
management
systems, and to
monitor the
effectiveness of
the group's internal
audit function

External auditor

To ensure an .
appropriate
relationship with
the external
auditor, to monitor
its independence .
and objectivity,
negotiate and
approve its fees,
recommend its
reappointment or
not and to ensure
it delivers, based
on a sound plan,
a high quality
effective audit

.

.

Received reports from the Group Assurance and Risk Director on the corporate assurance and risk reviews
and risk management processes

Maonitored progress against the 2018/19 corporate assurance and risk plan and agreed the 2019/20 plan

Reviewed the assurance framework to determine whether nsk management and internal controls effectively
meet the group’s needs and manage sk exposure

Reviewed an assessment of the control environment based on the results of the key control questionnaire
and management’s plans to address arsas requiring further itnproverment Determined that the system of
Internal controls could be relied upon

Monitored the effectiveness of the Corporate Assurance and Risk function, including the results of &
self-assessment against the Institute of 'nternal Auditors' standards

Reviewed precious metal governance and controls
Recelved reports from the Efficient Naturai Resources and Battery Materials Finance Directors

Recefved reports in respect of security audits and the implementation ot the new giobal ERP system

Approved, after due challenge and discussion, PwC's proposed terms of engagement, audit plan and fees
for 2018/19

* Considered reports from the auditors, including their views on our accounting judgements, controf

observations and on the audit transition
Approved the provision of permissibie non-audit services from Pw(C in respect of immigration services

Received updates an external audit market reviews and reviewed our respanse to the Competition and
Markets Authority consuitation on the audit market study

Met with the external auditors without management present
Met with the local audit partner as part of the board's visit to China

Considered and reviewed indicators of audit quality and recommended the reappointment of PwC
as auditor

These activities are covered in more detail on the following pages

Committee activities

The graph below shows an estimate of how the committee has spent its fime during the year

Johnson Matthey

Ay aboperaca s

125

Governance



Governance

Audit Committee Report continued

Published financial information

Sigrificant issues considered by the committee In relation to the group's and company’s accounts

Acting independently from management lo ensure that the interests of shareholders are properly protected in relation to financial reporting 1s
fundamental to our rele In prepanng the accounts, there are a number of areas which require management to exercise a particular judgement or
a high degree of esimation The committee assesses whether the judgements and estimates made by management are reasonable and appropnate

Significant current year issue
in relation to the accounts

Work undertaken

Revenue from contracts with customers

IFRS 15 supersedes all revenue standards
and provides a principle based approach
for revenue recognition and requires
that revenue 15 recognised as the
disuinct performance obhgations
promised within a contract are satisfied
either at a point In time or over time
{FRS 155 applied for the first time
these accounts

Earlser in the year work was undertaken
by management 1o assess the impact

of IFRS 15 on the transactions carried
out within the business |M took
professional advice as it worked through
this process It was concluded that the
impact on equity would be less than

£5 mullion. Following further work
being undertaken 1t was egreed that
IFRS 15 requires a number of transaction
5815 to be shown net rather than gross
which had a significant impact on
revenue and cost of sales and lead to a
gross up of certain interest and balance
sheet ttems As a result it was decided
to apply the standard or a fully
retrospective basfs. The conclusion on
the Impact on eguity was unchanged
This work also highlighted that JM's
treatment of certain transactions sets in
the 2018 accounts under IAS 18 should
have been similarly accounted foron a
net basis and so these were restated

As management worked through the
impact of the introduction of IFRS 15 the
Commuttee was kept up to date on the
process and the conclusions arising from
1t Papers were recewved from
management, PwC our audiors and
KPMG our former auditors. These were
reviewed and discussions were had with
all parties before the Commiitee could
satisfy itself as to the conclusions
recommended by management wh.ch
were supported by PwC

Outcome Further
information

We agreed with
management on the
treatment of certain
transaction sets under
both IFRS 15 and for the
2018 comparative, |AS 18.
This resulted in a
restaternent and we
reviewed the associated
disclosures and were
satisfied with them.

Note 39 on page 220

Whilst there is no
economic exposure from
these adjustments, we
will learn from the
ssues identfied

Significant recurring issues
in relation to the accounts

Refining process and stock takes

When setting process loss provisions
and agreeing commercial terms with
customers, key estimates are made of
the amount of precious metal that
may be lost during the refining and
fabrication processes [n addition,
refining stock takes involve key
estimates regardging the volumes of
precious metal bearing matenatin the
refming system and the subsequent
sampling and assaying to assess the
precious metal content
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Work undertaken

In order to satisfy ourselves on the
robustness of the stock take results and
the adequacy of process loss provisions,
we reviewed the results from the refinery
stock takes together with explanatory
caommientary from management Thes
included whether these results were

in line with expectations and historic
trends We also reviewed the results

as a percentage of throughput

The refining process and stock takes
were also an area of focus fo- PwC, who
reported thewr findings to us

Further
information

Qutcome

We considered whether
the accounting treatment
for refining stock take
gains and losses was

in accordance with
agreed methadology
and concurred wath
management’s opinion
that it was

Accounting pelicies
section on page 171




Significant recurring issue
in relation to the accounts

W‘ork unde:nrtaken

Impairment of goodwill, other intangibles and other assets

Key judgements are made In
determining the appropriate level of
cash generating unit [CGY) for the
group's impairment analysis Key
estimates are made in relation to the
assumptions used In calculating
discounted cash fiow projections to
value the CGUs containing goodwiil,
to value other intangible assets not yet
being amortised and to value cther
assets when there are indications that
they may be impaired The key
assurnptions are management’s
estimates of budgets and plans for
how the relevant businesses will
develop or how the refevant assets will
be used in the future, as well as
discount rates and iong term average
growth rates for each CGU

Taxation

Key estimates are made in determining
the tax charge included in the accounts,
where the prectse impact

of tax laws and regulations 15 unclear

Post-employment benefits

Key estimates are made in relation to
the assumptions used when veluing
post-employment benefit obligations

Claims and uncertainties

The business 15 exposed to potential
claims and uncertainties, and how
to deal with these often involves
significant judgement

As part of the anpual impairment
review of goodw Il and other mtangible
assets not yet being amortised, we
reviewed a report from management
This explained the methodology used
and the rationale for the assumptions
made including explanations for any
significant changes from those used in
prior years

The impairment reviews were also an
erea of focus for Pw(, who reported
their findings to us

We reviewed explanatory papers from
management which included the
appropriateness of 1he tax orovisions and
relevant disclosures These were
challenged and discussed

This was also an area of focus tor PwC,
wha, reported their findings to us and we
reviewed these

We reviewed the report from
management summansing actuanal
valuations and key assumptions for the
main post-employment benefit plans
We compared these assumptions with
those made by other compantes and
those used last year We also considered
Pw('s assessment of the reasonableness
of these assumptions

We reviewed and challenged
infermatlon provided by management
In relation to legal claims and
uncertamnties in accordance with
relevant accounting standards

Outcome

For these annual
wmpairment tests, there
was significant headroom
over the carrying value

of the net assets of all
material CGUs The key
assurnptions were
discussed and assessed
for their reasonableness

There were ng material
imparrments of goodwill
or other assets in the year

We concluded that
management’s key
judgements, estimates
and assumptions were
reasonabie and
approprialte

We concluded that the
estimates and disclosures
were reascnable and
appropriate

We concluded that the
assumptions used are
appropriate for the
group’s post-employment
benefit plans

We concurred vath
management's
conclusions around
provisioning and the
contingent hability
disclosures

Further
information

Accounting policies
section cn pages 166
and 177

Notes 16, 17 and 18 on
pages 184 to 187

Accounting policies
section on pages 169
and 171

Acccunting policies
section on page 170

Note 30 on pages 195
to 203

Accounting pelicies
section on page 170

Note 36 on page 215
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Audit Committee Report continued

Fatr, balanced and understandable

We reviewed and assessed the pracess which
management has put Tn place to support the
board when giving its assurance that the
2019 Annual Report and Accounts, taken as
a whole is fair, balanced and understandable
and provided the informauon necessary for
shareholders to assess the company’s position
and performance, business model and strategy
This process included detailed reviews
by senior managers with responstbility for
key sections and a separate independent
revievs Key sections are also reviewed by our
external advisers Following cur review, we
confirmed to the board that the process put
in place by management was satisfactory
The board s assessment cn whether the 2019
Annual Report and Accounts 15 farr, balanced
and understandable 1s set out on page 115

Going concern and viabihity statement

We reviewed the matters assumptions and
sensitivities In suppert of assessing both the
going concern basis and the long term
viability of the group. This included assessing
the risks which would threaten cur business
maodel, the current funding position and
different stress scenarios and mitigating
actions As part of this, we considered the
risks associated with the UK's exit from
the Europear Union (Brexit} Dueto its
impertance, the beard has received regular
updates from the company's Brexit working
group on the plans being implemented 1o
rmanage our business Further deta:ls on
our going concern and viability, and the
scenarios considered, are set out on page 97
Following revtew, we concluded that the
group would be able to continue in cperation
and meet its habilities as they fall due over a
period of at least three years The committee
therefore recornmended to the board that
the accounts be prepared on a going ¢oncern
basis and that the viability statement be
approved Further information can be found
on page i16.

Key control questionnaire process

with Sector
Questionnaire

completed
by businesses

with Function
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Output reviewed

Output reviewed

Risk management and
internal control

The cornrmittee assists the board i ts overall
responsibility for the group’s internal controls
by reviewing the adequacy and effectiveness
of controls and risk management systems
The Group Assurance and Risk Director,
who has a direct repor: ng hne to me, 15
respansible for providing independent
assurance that our risk management and
internal control processes are operating
effectively She provides reqular oversight of
risk matters that affect our business, makes
recommendations to address key 1ssues and
ensures that any mibgation aclions are
properly managed and completed.

Key control questionnaire

The company’s key control questionnatre 15
an annual, botlom up process that requires
management of our material businesses to
cerlify the existence and effectiveness of key
contrels, which are set out 1n our policies
This year, the questionnaire was expanded
to include certain non-financial contrals,
n order to provide further insight on the
controls needed to keep our people safe,
ensure our businesses are comphant with
the standards and regulaticns expected of
us and protect our assets {both physical and
intellectuat) The results are reviewed at
sector, functich and group levels against the
principal nisks and the risk of financial
misstatement This detailed review process,
as shown (n the diagra= below, provides a
comprehensive insight into the effectiveness
of the group controls, the risk culture and its
risk management systems

The committee assessed the
effectiveness of the process and considered
the nature and quality of responses, the level
of challenge to the respenses, significant
findings, areas for improvement and how
management Intended to address findings

’ Sector level reviews with
Chief Financial Officer,
Group Financial Controller
and Group Assurance
and Risk Director

N

Findings shared

Sector and functional control reviews

The committee recewes updates from
individuals responsible for maintaining
controls over financial nisk areas across the
group, so tnat we can gain canfidence that
these are managed effectively During the
year, we received an update from the new
Global Head of Security and Business
Continuity on his first impressions of |[M anid
s plans to enhance controls in this area
As depleyment of the group's new ERP
systern commenced, we considered the controls
in place and will cont:nue to maintain
oversight of these during 201%/20 The
committee also spent time reviewing the
precious metal governance framework and
controls associated with the baiances of
precious metal held in the businesses,
including strategic metal holdings and the
treatrment of process fosses

It was important for the committee to
understand and challenge the key financial
risks and controls within our Battery Materials
business, Including the strength of 1ts newly
established finance team as they manage
these This year we also heard from the
Sector Finance Director of Efficient Natural
Resources about the main themes arising
from the key control questionnaire and internal
audits, helping us to better understand the
control environment in that sector

These sector and functional reviews
allow us to meet with, challenge and probe
management This provides the commitiee
with both a better understanding of the
control framework In these areas, but also
provides exposure to levels of management
below the group team This ks important in
assessing the depth and quabhty of
management within the organisation

Actions tracked
at business and
group fevel,

with Audit including
Committee periodic
reporting to

the committee




Corporate assurance and risk

The Group Assurance and Risk Director 15
present at every Audit Committee meeting
and we have the cpportunity te ask detailed
questions and challenge her She provides
regular reports on internal audit and security
reviews undertaken during the period,
inctuding the key findings, the actions to
address the findings and progress made

by management in implementing them

We pay particular attention to the level of
engagement of all our managers. whether
at local, sector or executive level, In
implementing carrective actions and 1n
strengthening the controf framework across
cur sites, wrespective of site lacation, size
and activity

Corporate assurance and risk annual plan

We spend 2 significant amount of time
reviewing the corporate assurance and nsk
agnnual plan to ensure It 1s comprehensive,
reflects the challenges and changes to our
business, and provides the appropriate level
of assurance In reviewing the 2019/20 plan,
we considered the group’s 115k profile, the
maturity of existing internal controls,
inciuding where these had been enhanced
and standardised across the group, and the
waork planned by sector management or the
group function to review the controls In
place, as required by policies As part of the
detailed ptanning process, information frem
a variety of sources was analysed to assess
ievels of nsk This inctided output from the
key control questionnaire process, speak up
concerns, previous internal audit findings,
including envirenment health and safety
audits, as well as input from jM's strategy
team We were pleased to see the plan
include group wide and multi-site audits,
as well as site specific audlits

The plan was mapped against the
principal risks and root causes, which allowed
us o see how much coverage there would be
on each risk This year, the majonty of our
plan covers operational, legal, regulatory and
commercial risk areas The commuittee beheves
the 2019/20 plan addresses fohnson Matthey's
key risks, where additional assurance 15
needed and that 1ts coverage is appropnate
for the size and nature of the group On the
basis of our revievs, we approved the plan

Corporate assurance and risk effectiveness

The committee reviews the effectiveness

of the Carporate Assurance and Risk team
throughout the year using & varnety of inputs
including audit reports, interaction with
committee members and management, and
monitoring progress of the internal audit plan
We pay attention to whether the function has
adequate standirg across the group, 1s free
from management influence or other
restrictions and 1s sufficiently resourced

We discuss the calibre, knowledge and
experierce of individual auditors The
perfarmance of the function (s reviewed
arinually. During the 2018/19 financial year,
the committee considered the results of a
self-assessment against the Institute of
Internal Auditor's standards of integrity,
objectivity, confidentislity end competence
Following our assessment, improvement
actions were identifred the progress of which
is monitored by the committee

Risk management

Working with the board, the risk assurance
processes (including the assurance
framewark and key control questionnatre)
were reviewed and refined We concentrate
primarily on reviewing the mitigating
cantrols and the leveis of assurance over
these, whereas the board is directly
responsible for managing risks The board
rmay ask for additional assurance to be
provided and this can be carned out by the
Corporate Assurance and Risk function which
reports back on this to the commuitee

Speak up 1ssues

The committee receives an update on the
speak up (whistleblowing} process, where
we review the procedu-es to ensure they

are proportionate and independent The
committee was pleased to see that based

on the number of speak ups, the orgamisation
Is comfortable ralsing matters through this
channel

External auditor

Tenure

In July 2018, follow:ng a successful tender
and in line with EU legislation on audit

firm rotation, we welcomed PwC as our
new auditar

Audit transition

During the year we have cverseen & smooth
transition from the former auditor KPMG,
which tncluded Pw( shadowing KPMG
through our full year results process for
2017/18 and attending cne of our
comrmittee meetmngs priar 1o formal
appoitment The Chief Financial Officer and
I have met regularly with both lead partners
from the firms to ensure that there was a
smooth handover We would like to thank
KPMG for the service given to the group ovel
many years

Bringing m a new auditor has brought
fresk energy to the role new questions have
been asked and areas have been reassessed
We are pleased with the wav the change has
been managed as well as the output, which
we consider to be a robust audit

External audit plan

Pw( performed detailed audit planning
activities and reviewed KPMG's sudit files
at material locations in arder to develop
an understanding of the group the
operating environment, and the financial
reporting process

In developing the external audit plan for
2018119, PwC performed a nisk assessment
to identify the risks of matenal misstatement
to the financial statements. This considered
the nature, magnitude and likelihood of each
risk identified and the relevant controls in
place, tn order to identify the audit risks
The key audit matters are referred to in the
independent auditor’s report on pages 225 to
227 and farmed the basis of the plan

In determining the scope of coverage,
consideration was given to management
reporting. the group's legal entity structure,
the financial results as at 31st March 2018
and the forecast for 2018/19 Details of the
coverage and the agreed scope are set out n
the independent auditor’s report on page 224
The commitiee was pleased that the plan
Included an increased alignment with sector
reporting when compared with previous years
This had been a matter discussed during the
audit tender process The procedures to be
performed at a global level and the planned site
visits were also reviewed Matenality was agreed
at approximately 5% of underlying profit

Following discussion and chalienge,
we concluded that the proposed plan was
sufficiently comprehensive for the purpose
of the audit of the group's accounts and
approved the proposed fee
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Audit Committee Report continued

How we reviewed PwC's performance

The committee 15 commuitted to ensuring a
high quality audit 1s performed and, as part
of the tender process carned out last year,
recommended that PwC be appeinted due
to its strong team with the skills experience
and independence to provide rigour and
challenge in the audit The committee reviews
the ongoing effectiveness and quality of the
external auditor and audit process throughout
the year, based on 1ts reports to the
ccmmittee, the performance of Mark Gill
and his team both in and outside committee
meetings, how they interact with and
challenge management and how they are
building relationships with the internal audit
teams We have also met with key members of
Mark’s team, and the Chief Financial Officer
and | met with the audit partner in China,
one of our key geographical locatiens Itis
intended that the Chief Financial Officer and
| continue to meet with local audit partners
when visiting group sites, as this allows us to
reassure ourselves of their capabulity to deliver
the audit quality we expect

in addition to this, the cormmitiee feels
It 15 Important to uhderstand management's
opimon of audit quality and effectiveness
and a feedback questionnaire on the external
auditors is completed annually by the
Executive Directors and senior management

Provision of non-audit services

In light of legislation and the FRC's Revised
Ethical Standard, the committee has adopted
a policy on the provision of non-audit
services which 1dentifies certain types of
engagement that the external auditor must
not undertake, including tax services, the
preparation of accounting recards and risk
management procedures It also sets out the
¢ircumnstances In which a former employee
ot PwC can be employed by Johnson Matthey
and the procedure for obta!ning approval

for such employment The policy includes
key controls to ensure that the provision

of non-prohibited services does not create

a threat to Pw('s auditor independence

and objectivity

lohnzon Matthey
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The auditor can be invited to provide
non-audit services which, in 1ts position as
auditor, 1t is best placed to undertake and
which do not impact auditor objectivity or
independence The policy sets out how
approval should be obtained prior to PwC
being engaged Services likely to cost
£25,000 or less must be approved by the
Chief Financial Officer, services likely to cost
more than £25,000 but £100,000 or less
must be approved by myself as commitiee
Chatrman Services likely to cost over
£100,000 must be approved by the
committee During the year, the committee
approved the engagemr ent of PwC te provide
certain immigratton advisory services The
engagement cost approximately £ 150,000
These services have been provided to the
group since 2017, follawing a competitive
selectior process. Plans are in piace for Pw(C
1o cease providing these services by
December 2019

Compliance against the pohicy and the
provision of non-audit services and details
of the nen-audit services provided by PwC
and associated fees were reviewed during
the year Non-audit fees in the year were
£0.5 million compared with audit fees of
£2.6 mulhon The non-audit fees
predominantly cornprised global immigration
services More information on fees incurred
by Pw{ for non-audit services, as weli as the
split between PwC's audit and non-audit fees,
can be found in note 10 on the accounts,
page 180

The commuttee will review the pelicy
on the provision of non-audit services later
thes year

Objectivity and independence

The committee 1s respansible for monitoring
and reviewing the objectwity and independence
of the external auditor to ensure thisis
safeguarded The committee consldered

the information provided by the auditor,
canfirming its staff involved with the audst
have no hnks or conneztions to JM and that
the FRC's Revised Ethical Standard were
complied with The committee concluded
that Pw( was independent

Proposed re-appointment of PwC

Given the work undertaken by the committee
in assessing PwC's performance and
independence, a resolution proposing PwC's
re-appointment as the company's auditor and
authorising the Audit Committee to determine
1ts remuneration 15 included in the Notice of
the 2019 Annual General Meeting

Staternent of compliance

The committee confirms that during the
tinancial year ended 315t March 2019, the
company complied with the applicable
pravisions of the Competition and Markets
Authonty's Statutory Audit Services for
Large Compantes Market [nvestigation
[Mandatory Use of Competitive Tender
Processes and Audit Committee Responsioilities}
Order 2014 As detailed in our report last
year, we undertook an audit tender in 2018
and PwC was appointed as external auditor
injuly 2018. 2018719 is the first year we
have been audited by PwC

Committee effectiveness

The committee’s performance was reviewed
as part of the board's 2018/19 internal
review The comrmuttee was considered to be
operating effectively, helping te ensure the
integrity of financial reporting and that
effective oversight of the external and
internal auditors 1s maintained. Given the
changing landscape in which |M Is operating
and as the new ERP system is rolled out, the
develcpment of the assurance functions will
be reviewed to ensure they adjust their
approaches to the advantages of a much
simpler systems landscape. More detalls on
how the review was carrned out can be found
on page 114



Qur priorities

In last year's annual report we set out our priarities, over and above our business as usual work, for 2018/19 Below, we report on the status of
these and set out aur prionties for 2019/20

2018719

The committee will monitor and support the external audit
transition

Given the sigmificant impact on working capital of precious
meta! (both customer and owned metal) held by the company,
the commuttee will receive further presentations on how
management will oversee this, including a 'teach-in’ for the
Non-Executive Directors

As the group's new global ERP system 15 deployed, the committee
will pay particular attention to the associated control processes

Given the substartial increase in planned capital expenditure, the
committee will review the control framewoark around the
significant areas of spend

2019720

Comments

-

Page 129

A teach-in’ on the management of metal was delivered to the
board in May 2018 The cemmuttee has also reviewed strateqic
metal holdings, metal |.guidity ranges and process losses during
the year

Page 106

We received a specific update on the globa! ERP system controls
as well as updates through internat and external audit In
addition, the beard received an update from a specialist team
from KPMG, who have provided assurance on this

Due te the significance of the group's capital projects, this was
predominantly reviewed by the board during 2018/19 The
board received an update from the Capital Projects Director
during the year and considered the control framework for the
project management office in approving new requests for capex

+ The committee wili continue to monitor control processes associated with the new globat ERP system, as the rollout accelerates

* The commitiee will review the progress being made in increasing controls over the management of cyber risk, given the significance of

this risk.

« The committee wili moniter the company's progress to increase its use of dala analytics by our assurance providers

The Audit Committee Report was approved by the Board of Directors on 30th May 2019 and signed on 1ts behalf by

A~

r——— Al

Alan Fergusoﬁ
Chairman of the Audit Committee

Johnson Matthey
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Remuneration Report

Chairman
Chris Mottershead

Members

Patrick Thomas Alan Ferguson Odile Desforges
r
i

Jane Griffiths John O'Higgins Xiaozhi Liu

{Appointed 2nd April 2019}

Key Objective:

To ensure that our remuneration arrangements atign
with shareholders' interests, reward directors and senior
executives for performance and are well managed in line
with good governance

Responsibilities:

»  Sets remuneration policy for Executive Directors,
Senior Management and the Chairman and
determines the application of that policy

+  Oversight of workforce remuneration pohicies and
their alignment with culture

2019/20 Priorities:

+  Tnenmal review of Directors’ Remuneration Policy

Jehnson Matthey
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Balancing reward
and performance

The purpose of this report is to explain the key
matters cansidered by the cornmittee during the last
12 months and to set out the matters we expect to
consider over the coming year.

Introduction

We submitted our latest Remuneration Policy to shareholders at
our 2017 Annual General Meeting (AGM) and appreciated the high
level of support we recerved (92 3% in favour}y We also value the
continuing constructive dialogue we have had with a number of our
shareholders and representatives of institutional investors

This Annual Report on Remuneration 15 divided into two parts
The first part sets out the statement of remuneration pohicy, which
sermmarises our palicies and practices {the Remunesation Pohcy),
and the second part sets out how the Remuneration Policy has been
apphed (the Implementation Report) 1in 2018/19 and how we intend
10 apply it in the forthcoming year

Qur appreoach to remuneration

The gverall objective of fohnson Matthey 1s to deliver sustained
superior shareholder value using our world class science and our
competitive strengths, contributing to a cleaner, healthier world

Our remuneration strategy focuses on: motivating cur talent 1o
achieve the company's strategic objectives, delivering on customer
commitments, inspirng employees. and driving value for our
shareholders through long term success and growth This long term
focus 15 supported by our Remuneration Policy, which includes an
incentive structure that s purposefully weighted towards long term
performance and includes shareholding guidelines for Executive
Directors at, or above, 200% of salary

We also give consideration to how perfarmance 1s delivered
when determining incentive plar outcomes with appropriate
consideration given to any enviranmental, saclal and governance
risks to ensure that the performance delivered 1s sustainable and
fully aligned with our company values.

Our remuneraticn strategy 1s also designed to be competitive
In the various markets in which we operate and compete for talent



2019 Incentive plan outcomes

During the year Johnson Matthey delivered strong sales growth and
continued to successfully implement the board's strategy through
sustained growth in our Clean Air sector, expanding the pipeline in
our Health Sector, market leading growth in our Efficient Natural
Resources Sector, and developing our Battery Maternials business for
future growth We have alsc made a number of key capital investmertts
in both our Clean Aur Sector and Battery Materials business in line
with our strategy

During 2017/18 the committee concluded that given the
company's current clearly identified strategic objectives it would be
appropriate 1o recognise these through the introduction of a
weighting of 20% to non-financial objectives within the annual
incentive plan for 2018119,

These nan-financial objectives forused on deliverables to support
our strategy relating to science, customers, operations and people
Delivery against the cbjectives was also underpinned by demonstrating
expected leadership behaviours and achieving a satisfactory health
and safety record over the year. As this is the first year of having
non financial objectives our approach to defiring and reporting on
these will evolve over the next few years The remainder of the bonus
15 basea cn financial metrics relating to profit and working capital
Further details on the performance agalnst the targets 15 set out
within our Implementation Report

Overall, we achieved growth in underlying protit before tax and
reduced the average working capital days excluding precious metals
during the year The Committee’s evaluation of each executive
director’s achievements against their indidual strategic objectives
1s set out on page 145

As a result of the financial achievements over the year, and the
committee's evaluation ef indvidual strateqic objectives, the bonuses
becoming payable are 44.8% of the maximum for Robert Macleod,
47 8% of the maximum for Anna Manz and 46 7% of the maximum
for John Walker

In the context of a challeng:ng market environment, and the
progress made against our long term strateqy, the committee
considered the level of annual bonus payout appropriate

The {ong term incentive awards granted on st August 2016 will
be ehgible to vest on the third anniversary of their grant subject to
satisfying challenging three-year underlying earriings per share (EPS)
growth performance targets As a result of achieving annualiseg
growth EPS of 7 7% over the three year period to 31st Maich 2019,
which was above the threshold target of 4% compound annual
growth, and achieving a satisfactory return on invested capital (RCIC}
over the performance period particularly given the current level of
capital Investment, 1t 1s expected that vesting will take place at 66 8%
of the maximum

Applying Remuneration Policy in 2020

The 2020 Annual General Meeting {AGM) will mark the third
anniversary of the introduction of our current Remuneration Policy
In hne with the current regulatory framework we wilf be required
to seek skareholder approval for an updated remuneration policy
at that AGM

with regards to the operation of our current remuneration policy
for the final time 1In 2019720, this will operate on broadly the same
basis &5 1in 2018 The key points to note are set out befow

Salary review: the executive directors received salary increases at a
rate of 2 5% of thelr basic sataries with effect from 15t April 2019
This rate of increase was consistent with the increase typically
awarded across UK employees

Annual bonus: the annual bonus structure wil! continue to operate
using the same overall framework as in 2019 with bonuses earned
based on performance against a challenging range of targets relating
to (1) underlying profit before tax (i) working capital days and

tin} mdiv dual strategic targets

Long term incentive awards: the performance targets to operate wll
be the same &5 those used for the 2018 awards Vesting will be based
on the satisfaction of challenging three-year EPS growth targets and
delivering a satisfactory ROIC

However, refiecting wider market p-actice, a two yea- holding penoc
wiil apply to the shares that vest in relation to the awards tc be
granted in 2019

2018 UK Corporate Governance Code

The 2018 Code will apply to Johnsan Matthey for the first time from
the start of the 2019/20 financial year As a result, the committee has
cons:dered the new remuneration-related provistons sncluded in the
code and intends to update its existing policy to take account of the
changes with effect from the 2020 AGM

For example, the committee intends to include a minimum
two-year holding period on future vested long term incentive plan
awards (with this approach being voluntanly adopted for the 2019
awards outside of the current policy}, along with estabhshing an
appropriate poiicy on share ownersmip post-cessation of employment
The new policy will be finalised following a cansultatior exercise with
cur sharehotiders as part of our triennial review of execulive
remuneration and wilf become effective, subject to sharehoider
approval, with effect from cur AGM in july 2020

The committee additionally recognises the requirements and
expectations in relation to executive director pension provisions, with
this aspect of remuneration also to form part of our review process

Group employee considerations

During the year the company’s UK pension plan was reviewed to
muitigate Increasing costs as well as ensure risk was appropriately and
effectively managed

In addition, we reviewed the pay levels of employees below the
board, particularly in relation to the UK gender pay gap

Qur UK gender pay gap reduced from 9 2% to 8.5% but we
realise that there is still more work to be done It will take some time
for the current gap to be narrowed and to tackle the root causes of
our gender imbalance, however the company s fully committed to
ensuring a truly inclusive culture that supports d-versity and already
has a rumber of programmes and actions in place to improve our
gender balance

2019 Annual General Meeting

I ask you to support our 2018/19 Annual Report on Remuneration
at our forthcoming AGM on 17th July 2019 We believe that our
pohicy s simple, transparent and effective, strongly supporting Gur
husiness strategy

We welceme an open dialogue with cur shareholders and | will
be available at the meeting 1o answer any questions about the work
of the Remuneration Commitiee

Chawrman of the Remuneration Commities

Johnson Matthe
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Remuneration Report continued

Remuneration Policy

Hert aneralinn e ermen”

Base salary

Benefits

Pension contribution

Annual bonus

Long term Incentive

Shareholding quidelines

Remuneration overview

The table beiow sets out the remuneration policy for the 2019/20 financial year Further detalls are set out in the Directors Remuneration
Policy or page 135 and the Annual Report on Rernuneration on page 142

Rer-un-raticn struchnes

Current annual s-a!-ar-ie-; ar-e ar; ;oilows o
Robert Macleod - £838,500 (2018/19 £818,000)
Anna Manz - £528 000 {2018/19 £515,000)
Johr Walker - £480,000 (2018/19 £468,250)

The 2019/20 salaries shown above include a salary increase effective from 1st April 2019
of 2 5% for Robert MacLead. Avna Manz end John Walker,

Medical, life and incame protection insurance, medica! assessments, a car cash al.owance, matching

shares under the all employee share incentive plan ang assistance wath tax advice and tax compliance
services where appropriate

25% of salary cash supplement in heu of pensior

180% of salary for the Chief Executive and 150% cf salary for other Executive Directors The bonus
for 2019/20 wali be substantially based on key financial measures (80% of maximum opportunity),
including underlying profit before tax (PBT} and working capital performance It wilt aiso include an
element attributable to non-financial sirategic objectives (20% of maximum opportunrty} focusing
on our strategy, custemers, operations and people

50% of any bonus earned 15 deferred in shares for three years

200% of salary for the Chief Executive and 175% of salary for other Executive Directors

Awards vest subject to achieving challenging EPS growth targets {with a ROIC underpin}

Targets for unvested awards require 4% to 10% p a underlying EPS growth for 15% ta 100% vesting

Performance 1s measured over three years with awards vesting i equal tranches over three, four
and five years However, reflecting wider market practice, a two year holding penod will apply te the
shares that vest In relation to the awards to be granted in 2018

250% of salary f;:ar ti‘le Chief Executive and 200% of satary for other Executive Directors

50% of the shares {net of tax) vesting under the incentive schemes must be retained until the
guideline hoiding has been achieved.

2018/19 outcomes

The table below sets out the remuneration outcomes for the Executive Directors for 2018/19

Jehnson Matthey
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Anrugl Lona term
f'on walary Uepet 1~ T ITLRE Do Petmior Total
Robert Maclecd 818 28 660 1.073 205 2,784
Anna Manz 515 22 369 552 129 1,627
John Walker 468 B4 328 519 17 1,496
Ina-rordar ce wath the nules 0 the pdac, 50 & of the honts payable i awacded as shares and dete-red ter thn - years and are rot sudiect 1o any tirthes perfaimance conditirns

Annual bonuses for Robert Macleod and Anna Manz were based on the underlying profit before tax and working capital of the group plus
strategic objectives and paid out at 44 8% of the maximum for Rebert ang 47 8% of maximum for Anna The bonus for john Walker was based on
the underlying profit before tax and working capital of the group plus underlying operating profit of the Clean Air sector and strategic object:ves
and paid out at 46 7% of the maximum 50% of the bonus pald to the Executive Directors was paid 11 shares and deferred for three years

The long term incentive pfan awards were hased an underlying EPS performance to 315t March 2019 and vested at 66 8% of the
maximurmn following underlying EPS growth over the pertormance period of 7 7% per annum In light of the challenging external market
conditions In place during the three year performance period, the Comrittee was sauisfred that the vesting result was appropriate In reaching
this conclusion, the Committee also took account of the fact that the company's ROIC over the period was good taking 1110 account the level
of current capital investment The shares wili be released in equal tranches in 2019, 2020, 2021.



Directors’ Remuneration Policy

Below we publish the Remuneration Policy table, whicn includes the elements of ditectors’ remune-ation For each element we describe s
purpose and 1s hink to strategy, how st works, the opporturity, boundares and performance measures and any clawback or wathholding
condibions which may apply This Remuneration Policy was subject 1o a shareholder vote at the 2017 AGM, where sharehoiders voted 92 3%
in favour, and apphies to all remuneration for the financial year commencing 1st April 2017 onwards.

Remuneration Policy table

Homential valur of 2lemert

Turpe sk anied ink 1 slialegy Ry e ey A e el Tees Des
Base salary
Base salary is the basic  Base salaries will be reviewed annually and any changes normally take effect Maximum opportunity
pay for doingthe job  from tst April each year No salary increase will be awarded

which results in a base salary
which exceeds lhe competitive
market range

Its purpose 15 to provide
a fair end competitive
level of base pay to
attract and retain

In determining salaries and salary increases, the Remuneration Committee wiil
take account of the performance of the incividuzl director against a broad set of
parameters including financial, environmental, social and governance fssues
Details of the current salanes for the

individuafs of the The Remuneration Comrmittee will further take into account the length of time
cahbre required to in post and the level of salary increases awarded to the wider Johnson Matthey Executive Directors are shown in the
lead the business workforce Annu?LI;eport on Remuneration on

Sataries across the group are benchmarked aganst a comparator group of page

similarly sized companies within the FTSE, with 2 comparable international

presence and geographic spread and operating in relevant industry sectors

New appointments or promotions will be paid at a level reflecting the Executive

Director’s level of expenence in the particular role and experience at board level

New or promoted Executive Directors may receive higher pay increases than

typical for the group over a period of time foflow:ing their appointment as therr

pay trends toward an appropriate level for their role

Annual Incentlve

The annual bonus The Remuneration Committee sets annual bonus performance measures and Performance measures
provides a strong targets for each new award cycle At the end of the year, the Remuneration Bonuses are based on the achieverment
incentive aligned to Committee determines the extent tc which these have been achieved The of demanding financial and, where
strategy In the short Remuneration Committee retains the discretion to reduce any bonus award if, appropriate. non-financial targets
term The annual in1ts opnion, the underlying financial pesformance of the company has not The Remuneration Committee may
bonus allows the been satisfactory 1n the circumstances use different performances and
board to ensure weightings for each performance
that the company's Deferral cycle as appropriate to take into
plans are properly Of any bonus patd, 50% is paid in cash and the remaining 50% 1s deferred into account the strategic needs of the
reflected in stretching  shares for a three year period as an award under the deferred bonus plan No business However, a substantial
but achievable further performance canditions apply to awards under the deferred bonus plan proportion will be based on key
annuai budgets Dividends that accrue on the deferred shares during the vesting peried will be financial measures, including budgeted

paid In either cash and / or shares at the time of vesting underlying profit befere tax (PBT)

The annual bonus
plays a key partin Malus and clawback The budget 15 set on a robust biottom up

the metivation and i
. process to achieve full accountability.
retention of Executive The cash and deferred elements of the bonus are subject to matus and clawback The target budgeted underiying PBT

fi
key requirements for ' ¥ immediately following Annual Report

long term growth the indiidual on Remuneration Details of last

Bonus deferral as well  Adjustments year's bonus awards are on page 143

as malus and clawback  The Remuneration Comrmittee retains discretion 1o change the performance targets  The perfarmance period for annual

provisions ensure fthereisa significant or matenal event which causes the commitiee to believe bonus purposes matches the financial
that longer term the original targets are no fonger appropriate {e g to reflect matenal acquisitions year (1st Apnil to 31st March)
considerations are or disposals)

properly taken into Maximum opportunity and

The Remuneration Committee alsc retamns discretion to amend the level of annual
bonuses determined by the perfermance condition to seek to ensure that the
incentive structure for Executive Directors does not raise environmental, social
and governance risks by inadvertently motivating irrespensible behaviour For
example, reducing or efiminating bonuses where the company has suffered Other Executive Directors -
reputational damage or where other aspects of performance have been unacceptable  150% of base salary

vesting thresholds
Chief Executive ~
180% of base salary

account In the pursunt
of annual targets

The Remuneration Committee retains tne ability 10 Increase bonus awards from  Threshold vesting will result in

the fermulaic outcome where there 15 identifiatle and exceptional performance  a bonus of 15% of maximum

by the Executive Director Bonus payments in suzh circumstances would remain opporiunity On targel performance
within the maximum bonus opportunity and shareholders wauld be fully wiil resuit 1 50% payment of the
informed of the justification Maximur opportunity

Johnson Matthey
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Remuneration Report continued
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Long term Incentlve
The Performance Shares may be awarded each year and are subject to performance conditicns Performance measures
Share Plan (P5P)1sa  over a three year performance period Subject ta performance condetions PSP vesting 1s currently based or
leng term mcentive being met, the shares will vest in equat istalments on the third, fourth and the compound annual growth rate
plan designed to Tifth anniversary of the date of award (CAGR} of underlying EPS over a

ensure that executives
take decisions in the
interest of the longer
term success of the
group Having a
measure that looks

at profitable growth
over the longer term
ensures that the
interests of executives
are aligned with
shareholder wishes
for long term value

Beneflts

To provide a market
aligned benefits
package

The purpose of any
benefitis to ahgn
with normal market
practices and to
remove cerlain day
to day concerns from
Executive Directors
to allow them to
concentrate on the
task in hand

Pension

Provides for
post-retirement
remuneration, ensures
that the total package
15 competitive and
aids retention

Johnsen Matthey

three year performance penad,
subject to a discretyonary ROIC
underpirn

The performance targets are set by the Rermuneration Committee based on
internal and external growth forecasts to ensure they remain appropriate and
aligned with shareholder expectations

However, the Remuneration
Committee retains discretion to
amend the targets and the
performance measures for future
awards as appropriate to reflect the
business strateqy Wherever possible,
the views of maiar shareholders

will be sought when it 15 proposed

to make any substantive changes

to the performance measures

The awards are granted in accordance vith the rules of the plan approved by
shareholders The maximum award level 1s 200% of base salary Awards may be
granted in the form of condittonal shares il or nominal cost options of cash
{where the awards cannot be settled in shares) Dividends that accrue between
the third and fifth anniversary of the award date will be paid i either cash and /
or shares at the time of vesting

Malus and clawback
Long term incentive plan awards granted since 2014 are subject to malus and
clawback provisions that can apply in the case of a misstatement of results,

error 1n the calcuiation or misconduct by the indvidual. The prospective targets and
measures for the year commencing
Ad|ustments 1st Aprit 2018 are shown or

The Remuneration Committee has power to adjust the vesting level of an award page 146
based on the underlying performance of the company

The Remuneration Committee may adjust the perfermance measure 1o reflect
materizl changes (e g significant acquisitions or dispesals, share consohdstion,
share buy-backs or special dvidends) Any such change would be fully explained
to shareholders.

Benefits include med:cal, {ife and incame protection insurance, medica! Benefits are not generally expected
assessments. company sick pay, and a company car {or equivalent} Other to be a significant part of the
appropriate benefits may also be provided from time to time at the discretion remuneration package in financial
of the Remuneration Commuttee, terms and are there 1o support the

director i his or her performance
in the role. In general benefits
Directors who are required to move for a business reasan may, where appropniate,  will be restricted 1o the typicai
also be provided with benefils such as relocatior benefts (e g. the provision of ievel In the relevant market for
accommodation, transport or medical insurance away from their country of an Executive Director.

residence) and scheoling for dependents The company may pay the tax on

Directors' and officers’ liability insurance 1s mairtained for all directors

Car benefits will not exceed a total
h
these benefits of £25,000 per annum

Directors may be assisted with tax advice and tax compliance services
t ¥ P The cost of medical insurance for

The carmpany will reimburse all reasonable expenses (including any tax an individual Executive Director
thereon) which the Executive Director 15 authorised to incur whilst carrying and dependents will not exceed
out executive duties £15,000 per annum

Company sick pay 1s 52 weeks'

full pay
All Executive Directors will be paid a cash supplement in lieu of membership The maximum supplement i1s 25%
tn @ pension scheme of base salary

In relation to any future

Executive Director appointments

1t Is not anticipated that they would
receive a pension supplement
greater than the typical cost of
provtding pension benefils in thesr
local country

Arpialbe vtan B o200
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All employee share plan
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Encourages share
ownership

Shareihroidrinrg rerqruirements

Tg encourage
Executive Directors to
butld a shareholding
in the company and
ensure the interests
of management are
aligned with those

of shareholders

Non-Executive Director fees

Attracts, retains
and maotivates
Non-Executive
Directors with the
required knowledge
and experience

Executive Directors are entitled 1o participate in the company’s all employee
share incentive plan. under which reqular monthly share purchases are made and
matched with the award of company shares, subject to retention conditions

Executive Directors would alse be entitied to perticipate in any other all empioyee
arrangements that may be established by the company on the same terms as ali
other employees

Executive Directors are expected to build up a shareholding in the company over
a reasonable period of time

Shares that count towards achieving these guidehnes include, all shares
beneficially owned by an Executive Director or a person connecied to the
executive as recogmsed by the Remuneration Committee, deferred bonus shares
and long term incentive awards which are no longer subject to performance
conditions but have not yet vested

Executive Directors are expected to retain at least 50% of the net {after tax)
vested shares that are released under the long term PSP and deferred bonus
plans until the required levels of shareholding are achieved

Executive Directors are not required to make personal share purchases should
awards not meet the performance conditions and so a newly appointed director
may take longer to reach the expected level, depending on the company s
performance against targets over the period

Non-Executive Director fees are determined by the board The Non-Executive
Directors exclude themselves from such discussions The fees for the Chairman
are determined by the Remuneration Committee taking into account the views
of the Chief Executive. The Chairman excludes himself from such discussions

Non-Executive Directors are paid a base fee each year with an additional fee
for each committee chairmanship or additicnal role held.

Non-Executive Director fees are reviewed every year Any ncrease will take into
account the market rate for the relevant positions within a comparator group
of similarly sized comparies with a comparable international presence and
gecgraphic spread and operating In relevant industry sectors, the experience
of the individuals and the expected time commitment of the role

in exceptional circumnstances, additional fees may be payable to reflect a
substantial increase in time commitment

The company will also reimburse the Chairman and Non-Executive Directors
for all reasonable expenses {including any tax tkereon) incurred whilst carrying
out duties for the company

Executive Directors are entitled
to participate up to the same
hmits in force from time to time
for all employees

The minimum sharehclding
requirement is as foflows

Chief Executive -
250% of base salary

Other Executive Directors -
200% of base salary

There 15 no requirement for
Non-Executive Directors to hold
shares but they are encouraged
to acquire a holding over time

Details of the current fee levels for
the Chairman and Non-Executive
Directors are set gut in the
Annual Repert on Remuneration
on page 150

The fee levels are set subject to
the maximum limits set out In the
Articles of Association

Johnson Matthey
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Remuneration Report continued

Selection of performance targets

Annual incentive

Financial performance targets under the annual bonus plan are set by the Remuneration Commuttee with reference to the prior year and to the
budgets and busimess plans for the coming year, ensuning the levels to achieve threshold, target or maximum payout are appropnately challenging

The performance targets for 2019720 are substantally based on financial measures {80% of maximum oppertunity) including budgeted
underlying PBT and working capital to ensure that there s strong attention paid to delivery of current operational plans and operational
efficiency. In addiion, an element of the bonus is attributable to the achievement of strateqic ob.ectrves {20% of maximum opportunity)
focusing on our strategy and relating to our sclence, customers, operations and people

Commercial sensitivity precludes the advance publication of the actual bonus targets but these targets will be retrospectively published in the
Annual Report on Rermuneration for 2019/20

Long term incentive

EPS targets under the PSP are set to reflect the company's longer term growth abjectives at a tevel where the maximum represents genuine
outperformance Underlying EPS is considered a simple and clear measu-e of absolute growth in ine with the company's strategy. It 15 also a key
objective of the company to achieve earnings growth only 1n the context of a satisfactory perfoermance on ROIC Accordingly, the Remuneration
Committee makes an assessment of the group's ROIC over the performance pericd to ensure underlying EPS growth has been achieved with ROIC

In hine with the group's planned expectations

Group employee considerations

The Remuneration Committee considers
the directors’ remuneration, along with the
remuneration of the GMC with effect fram
1st April 20719, in the context of the wider
employee papulation and 15 kept reqularly
updated on pay and conditions across the
group The company has not consuited
directly with employees with respect to
directors’ remuneration Increases in base
salary for directors wiil take into account the
level of salary increases granted to all
employees within the group

The general principle for remuneration
1n Johnson Matthey 15 to pay @ competitive
package of pay and benefits in all markets
and at all job levels \n order to attract and
retain high quality and diverse employees
The proportion of variable pay mcreases with
progresston through management levels with
the highest proportion of vartable pay at
Executive Director level, as defined by the
Remuneration Policy

|ehnson Matthey
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The key elements of vanable pay
cascade down through the next tiers of
senior management with apprapnate
reductions in opportur ity levels based on
seritority. The group'’s senior executives plus
senior and middle managers {approximately
1,350 employees) participate in the annual
bonus plan (with perfcrmance conditions
similar to those described in the
Remuneration Policy) In addition, the
group's seniar executives and certain senior
management particpate in the long term
PSP in ine with the same £PS based
performance conditiors Executive Directors
are subject to vesting in three tranches an
their long term incentive plan awards, and
Executive Directors, members of the GMC
and senior management are subject to
deferral of annual bonus Certam senior
management also participate in a long term
Restricted Share Plan (RSP} which has no
performance conditior s attached. No
Executive Director 15 el gible to participate
in this RSP

There are also a number of country and
business dependent arrangements under
which bortuses may be paid to the entire
bustmess workforce where performance
conditions associated with profitability
are met

Johnson Matthey operates a number
of pensicn arrangements arcund the
world, relevant ta the local condstions
and arrangements

The key element of remuneration for
those below senior management grades 15
base salary and johnson Matthey's policy
Is to ensure that base salaries are fair and
competitive in the local markets General
pay (ncreases take into account local salary
norms, local inflation and business conditions



Remuneration scenarios

Below 15 an illustration of the potential future remuneration that could be received by each Executive Director for the year commencing
st April 2019, both in absclute terms and as a proportion of the total package under different performance scenarios The vaiue of the PSP
is based on the award that will be granted in August 2019.

Value of package

Composition of package

Robert MaclLeod

Anna Manz

John Walker

Johnson Matthey
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Remuneration Report continued

Approach to recruitment remuneration

The recrultment pohicy provides an appropriate framework within which te attract individuals of the required calibre to lead a company of
fohnson Matthey's size, scale and complexity The Remureration Committee determines the remuneration package for any appointment to
&n Executive Director position, either from within or cutside Johnsen Malthey

The following table sets out the various components which would be considered for inclusion in the remuneration package for the
appointment of an Executve Director and the approach to be adopted by the Remuneration Committee in respect of each component

Al Paricy ana pobon

Overall The policy of the board |5 to recruit the best candidate possible for any board position and to structure pay and benefits
in ine with the Remuneration Policy set out in this report The ongoing structure of a new recruit's package would be
the same as for existing directors, with the possible exception of an identifiable buy-out provision, as set out below

Base salary or fees Salary or fees will be determined by the Remuneration Committee in accordance with the principles set out in the policy
table on page 135

Benefits and pension  An Executive Director shall be eligible for benefits and pension arrangements in fine with the company's policy for
current Executive Directors, as sel out in the pelicy table on pages 136 and 137 For new hures the cash supplement
payable will be more aligned to that payable to other employees

Annual incentive The maximum level of opportumity 1s as set out in the policy table on page 135

The Remuneration Committee retamns discretion to set d.fferent performance targets for a new externally appointed
Executive Director, or adjust performance targets and measures In the case of an internal promotion, 1o be assessed over
the remainder of the financial year In this case any bonus payment would be made at the same ume as for exist-ng
directors, and any such award would be pro-rated for the time served in the performance period

Long term incentive  The maximum level of opportunity is as set cut in the policy table on page 136

in order to achieve rapid alignment with the company’s and shareholder interests, the Remmuneration Commuttee retains
discretion to grant a PSP award to a new externally appointed Executive Director on or soon after appointment «f they
join oulside of the normal grant period

Replacement awards The Remuneration Committee retains discretion to grant replacerment buy-out awards {in cash or shares) to a new
exiernally appointed Executive Director to reflect the loss of awards granted by a previous employer Where this is the case,
the Remuneration Committee will seek to structure the replacement award such that overall it 1s on an equivalent basis
to broadly replicate that foregone, using appropriate performance terms [f granted, any replacement buy-out award
would not exceed the maximum set out in the rufes of the 2017 Perfermance Share Plan Rules (350% of base salary)

If the Executive Director's prior employer pays any portion of the remuneration that was anticipated to be forfeited,
the replacement awards shall be reduced by an equivalent amount.

Other The Remuneration Committee may agree that the company will meet certain mobility costs. relocation costs, including
temporary Iiving and transportation expenses, In line with the company s prevaiting mobility policy for senior executives
as described 1h the policy table on page 136

In the case of an internal preamotion to the board, the campany will honour ary contractual commitments made prier to the promotion

Service contracts and policy on payment for loss of office

The following table summarises refevant key provisions of Executive Directors' service contracts and the treatment of payments on termination
of employment The full contracts of service of the Executive Directors {as well as the terms and conditions of appointment of the Non-Executive
Directors) are avallable for inspection at the registered office of the company during normal business hours as well as prior to and during the
forthceming AGM

in exceptional circumstances, the Remuneration Committee may authorise, where 1t considers it to be 1n the best interests of the company
and shareholders, entering into contractual arrangements with a departing Executive Director, for example a settiement, confidentiality,
restrictive covenant or other arrangement, pursuant to which sums not set out In the following table may become payable Full disclosure of the
payments wiil be made in accordance with the remuneration reporting requirements

The table on the following page describes the contractual conditrons pertaining to the contracts for Robest Macleod, Anna Manz and John
Watker and for any future Executive Director

Johnson Matthey
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Summary of key provisions of Executive Directors’ service contracts and treatment of payments on termination

Date of service agreement

Date of appnintmer;t as director
Employing company
Contract duration

Notice perlod

Hob2rt Wacleod Anna Ma iz 017 WEarkei

315t January 2014 25th July 2016 375t fanuary 2014

9th October 2013

22nd june 2009 17th October 2016

Johnson Matthey Flc
No fixed term

No more than 12 months’ notice, with equal notice from the company and director except for directors
whe |oined before 1st January 2017 where the cirector's notice peried s s:x months and the notice perod
from the company is 12 months

Post-termination restrictions

Summary termination
- payment in lieu of
notice {PILON}

Termin;:tlon pnyrns;nt
- change of control

Termination = treatment
of annual incentive awards

Termination - treatment of
long term incentive awards

The contracts of employment contain the following restrictions on the director for the foltowing periods
from the date of termination of employment

- non-compete - six months;

- non-dealing and non-sclicitation of client / customers - 12 months,

- non-solicitation of suppliers and non-interference with supply chain - 12 menths, and
- non-sohcitation of employees — 12 months

The company may. In its absolute diseretion, lerminate the emgloyment of the director with immediate
effect by giving written rotice together with payment of a sum equivaient to the director’s base salary
and the value of their contractual benefits as at the date such notice 1s given, 1n respect of the director’s
notice pericd, fess any period of notice actually worked.

The company may elect 1o pay the PILON in egual monthly instalments The director 1s under a duty

to seek alternative ernployment and to keep the company informed about whether they have been
successful If the director commences alternative employment, the monthly nstalments shall be reduced
(if appropnate fo mil) by the amount of the director's gross earnings from the alternative employment
APILON paid to a director who 15 a US taxpayer {John Walker} wouid be in equal monthly instalments

If. within ane year after a change of cantral, the director’s service agreement 1s terminated by the
company (other than 1n accordance with the summary termination provisions), the company shali pay,

as liquidated damages, one year's base salary, together with @ sum equivalent to the value of the director's
contractual benefits, as at the date of termination, less the period of any notice given by the company to
the director

Annual bonus awards are made at the discretion of the Remuneration Committee. Employees, including
Executive Directors, leaving the company's employment will receive a bonus, pro-rata to service, unless
the reason for leaving is resignation or misconduct. Any bonus awarded would continue to be subject to
deferral as set out In the Remuneration Policy

In relation to deferred bonus awards which have already been made, shares will be released on the normal
vesting date unless one of the following circumstances applies, and subject to the discretion of the
Remuneration Committee

= the participant leaves as a result of misconduct, or

+ the participant, prior to vesting, breaches one of the post-termination restrictions or covenants provided
for their employment contract, terrunation agreement or similar agreement

In which case the deferred awards will lapse on cessation of employment.

The Remuneration Comimittee has the discretion to acceterate vesting of a deferred award f appropriate
to do so to reflect the circumstances of the departure It is intended that this would only be used 1n the
event of a departure due to 1l hezlth (or death)

Employees, including Executive Directars, leaving the company's emgloyment will normally lose their
lang term incentive awards unless they leave for a specified 'gqood leaver’ reason, in which case their shares
will be released on the normal release dates, subject to the performance condition The Remuneration
Commuiitee has discretion to accelerate vesting, in which case the performance cond.tion would be
assessed based on available Information at the time In either case, unless the Remuneration Committee
determines atherwise, the level of vesting shall be pro-rated to reflect the proportion of the performance
period which has elapsed to the date of leaving In the post-vesting defe-ral period, only those who leave
due to misconduct will lose thelr shares

Eedundanc; scheme

The director s not entiled to any benefit under any redundancy payments scheme operated by the company

Holiday Upon terminatior: for any reason directors will be entitled to paymenrt in heu of accrued but untaken
holiday entitlement
s bnwaker s ebgtb e Ly catsoun v, postrelirzrent necical Lerelils prowicel resatis® ey the ool wons o0 hispanes dretr esd e Uy froar [oonsor Malhey

Johnson Matthey
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Remuneration Report continued

Chairman and Non-Executive Directors

The Chairman and each of the Non-Executive Directors have letters of appointment The letters of appointment do not contam any contractual
entitlernent to a termination payment and the Non-Executive Directors can be removed in accordance with the company's Artickes of Assoc-ation
Directors are required to retire at each AGM and seek re-election by shareholders

The details. including notice periods, contained i the letters of appointment in relation to the Non-Executive Directors who served dung
the year are set out in the table below Neither the Chairman or the Non-Executive Directors has provisions 1n his or her letter of appointment
that relate to a change of centrof of the company

Committoc S PEFIGE Notze periee
Mo i e o c] gt ey Pl el aprwee b en t Txpry el iutte e RS LT BV ) ty hectmp-ny
Patrick Thomas' (Chairman) R, N 1st June 2018 315t May 2027 6 months 6 months
Odiie Desforges® AR N 1st July 2013 17th July 2019 1 month 1 month
Alan Ferguson’ A RN 13th January 2031 23rd July 2020 1 month 1 month
lane Gnffiths A RN 1st January 2017 31st December 2019 1 month 1 month
Chris Mottershead ARN 27th January 2015 26th January 2021 1 month 1 month
John O'Higgins AR N 16th Novermnber 2017 15th November 2020 1 month 1 month
Xraozhi Liu’ AR N 2nd April 2019 1st April 2022 1 month 1 month
A Anc {ommnttee R Aciruncraton Comiritice N hermation Conmitte

Sarin k Thomas was apoc mite 4 as Cha imesof the Focord ce 200h w0l 2018 after Tim Stevensan stcpped dever iom the rofe 0n1 in- same date
S xaozh L weas arpamtes o the hoar 1 as a Nan Fxecunve Dacctoran 2nd Apal 2009

Theexpry ot tha cure st tern was steage I dun ng 2013470

External appointments

it 15 the board's poicy to allow Executive Directors to accept non-executive appointments provided there s no conflict of interest and that the
time spent would not impinge on their work for Johnson Matthey Details of external directorships held by Executive Directors, together with
fees retained during the year are as follows

bees retained
Fxccrive rect w Coatrysa 1y Rera bedid FYO
Robert MaclLeod RELX PLC Non-Executive Director 108
Anna Manz TV ple Mon-Executive Director 76

Annual Report on Remuneration

This section provides details of how the 2017 Directors' Remuneration Policy was implemented during 2018/19 and how we intend to appily the
Policy in 2019/20

About the Remuneration Committee

The Remuneration Committee Is @ committee of the board and compnises ail the independent Non-Executive Directors of the company s set out above
including the group Chairman Patrick Thomas Details of attendance at committee meetings dunng the year ended 315t March 2019 1s shown below

Late of appomtmant Nurber 2* meetings Nurbat st metings Y

¢ COMm et ehg ble1c attera ztrended atterded

Chnis Motlershead 27th January 2015 5 5 100%
Odile Desforges Ist July 2013 5 5 100%
Alan Ferguson 13th Janua-y 2011 5 5 100%
Jane Griffiths 1st Jaruay 2017 5 5 100%
John C'Higgins 16th November 2017 5 5 100%
Tim Stevenson- 29th March 2011 3 3 100%
Patrick Thamas 1st June 2018 e 2 100%

CF o Motlershiead was apooitited as Charmar of the corir tee un 6 Nowember 2017
Parork |herrias was apor mted as Cha rraatof the Board on 2610 July A 16, o*ter imnosievenson s zpped down 1o i the rore or the sa e date

Stnce the end of the year, the committee has met twice All committee members attended both meetings, including Xiaozh Liu who was
appointed on 2nd Aprd 2019

The Remuneration Committee's terms of reference which were updated during the year, can be founa in the Investor Relations / Corporate
Governance section of our website and include determmination an behalf of the board of fair remuneration for the Ch.ef Executive, the cther
Executive Directors and the group Chairman (in which case the group Chairman does not particapate) Inaddition the comrutiee receives
recommendations from the Chief Executive on the remunerat:on of those reporting to him as well as advice from tne Chief HR Officer who acts
an secretary to the committee

|ohnson Matthey
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Advisers to the committee

In determining the remuneratian structure, the committee appoints and receives advice from independent remuneration consultants on the
latest developments in corporate governance and the pay and incentive arrangements prevailing in cornparably sized industnal compaes
Korn Ferry are now our sele advisor in relation to the advice to the Remuneration Committee and were appointed by the Remuneration
Committee based on a review of leading advisors in the market The tota’ fees paid to Korn Ferry in respect of its services to the commitiee
during the year were £40,457 plus VAT The fees pa:d to Korn Ferry are based on the standard market rates Korn Ferry have for Remuneration
Committee agvisory services

Korn Ferry also provides corsultancy services to the company in relation to certain empioyee benefits to those below the board Korn Ferry
15 a signatary to the Remuneration Consultants Group Code of Conduct

Herbert Smith Freehsls 1s the commuttee's legat advisor , There was no requirement during 2018/19 for Herbert Smutn Freehills to provide
advice to the commuttee The committee 15 aware that Herbert Srmith Freehills 1s ore of a number of legal firms that prowide legal advice and
services to the company on a range of matiers

A statement regarding the use of remuneration consultants for the year ended 31st March 2019 15 available on our website

B natrmey comfcorpotate goveinar ce

Remuneration for the year ended 31st March 2019

Single figure table of remuneration*

(this table is auditable along with any subsequent information marked with a *)

The table below sets out the total remuneration and breakdown of the elements each director received in retation to the year ended 31st March 2013
together with a prior year comparative An explanation of how the figures are calculated follows the table

Bev satary s fees Bere imy An nEl rcantve o re monoenTve Fer o/ Tatak
£ o0 1000 sl £000 00 £00

2019 218 2019 IR 019 2016 2019 208 2019 2016 2019 pine:!
Executive Directors
Robert Mackeod 818 798 28 21 660 9%4 1,073 - 205 200 2,784 20132
Anna Manz 515 490 22 16 369 509 592 - 129 123 1,627 1138
John Walker 468 457 64 22 328 470 519 - 117 114 1,496 1.063
Non-Executive Directors’
Patrick Thomas+ 256 - - - - - - - - - 256 -
Tim Stevenson- 116 351 - - - - - - - - 116 351
CQdile Desforges 65 64 - - - - - - - - 65 64
Atan Ferguson 93 B3 - - - - - - - - 93 83
lane Griffiths 65 64 - - - - - - - - 65 64
Chris Mottershead 89 71 - - - - - - - - 89 64
john O'Higgins 65 24 - - - - - - - - 65 24

Xiaozhi L L o ned *he board as Mor -Lxecutive Director on Jrd Apr ) 2019
varrick | homas was appeinted as Chaaman of the Board on 2bth July 2018, arter lim stevenson smepped down fram the role on the same date

* Hepresents a cash al'owa e ¢ feL of a pension

Payments to former directors®

There were no payments made 10, ar 1 respect of, any former director 1n 2018/19 that haven't been previously disclosed

Payments for loss of office*

There were no payments for loss of office made to, or in respect of, any director in 2018/19

Johnson Matthey
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Remuneration Report continued

Explanation of Figures

Base salary / fees Salary paid during the year to Executive Directors and fees paid duning the year to Non-Executive Directors

Beneflits All taxable benefits such as medical and life iInsurance, service and car allowances, matching shares unde- the all
employee share incentive plan and assistance with tax adv ce and tax compliance services where appropriate

Annual incentlves Annual bonus awarded for the year ended 31st March 2019 The figure includes any amounts deferred and awarded
as shares

Long term incentives The 2018 figure represents the value of shares that satisfied performance conditions on 31st March 2018 and will be

released on 1st August 2018, Tst August 2019 and st August 2020 This value 15 calculated using the average share
price fram 1st January 2018 to 31st March 2018 which was 3,184 pence

The 2019 figure represents the value of the shares that satisfred perfoermance conditians on 31st March 2019 and will
be released on st August 2019, 15t August 2020 and 1st August 2027 This value 15 celculated using tne average
share price from 15t January 2019 te 315t March 2019 which was 3,058 pence

Pension The amounts shown represent the value of the increase over the year of any defined benefit pension the Executive

Director may have in the Johnson Matihey Employees Pension Scheme (JMEPS) plus any cash supplements paid in lieu
of pension membership.

Variable pay - additional disclosures, including bases of calcufation and outcomes*

1

Annual bonus for the year ended 31st March 2019
The Executive Directors were eligible for a maximum annual bonus opportunity of 180% of base salary fo- the Chief Executive and 150%
of base salary for the other Executive Directors The on target bonus cpportunrty was set at 50% of the maximum opporturity and the
threshold bonus opportunity was 15% of salary.

The performance measures and weightings for the annual bonus were as follows

Percentage o botos ~vailab &

Crewige Copdn Al anretiying Cuowark 1
1 ferby ng PRET operat g profit repral deys Stiategie b e tives
Chief Executive 60% - 20% 20%
Chief Financial Officer 60% - 20% 20%
Sector Chief Executive, Clean Air 40% 20% 20% 20%

rinidual strd egi atyectives were tdroduced e part of the Executive Direclurs tonus stucore for 2618 9

Performance targets under the annual bonus plan are set with reference to the prior year and to the budgets and business plans for the
coming year, ensuring the levels to achieve thresheld, target or maximum payout are appropnately chalienging Financial budgets are
built from the bottom up and are subject to a ngerous process of challenge before final proposals are considered by the board Further
information Is used In the determination, including a consensus of industry analysts' forecasts, provided by Vara Research

In relation 1o the range of profit targets set for the Group as a whaole and for the Clean Air sector () e threshold at 95% of the targeted
profit number and maximum at 105%). the range was set following consideration of the challenging nature of the bonas target number
{which was circa 7 5% ahbove the targets set for 2017/18), the ncreasing size and complexity of the Group and our 2011 7/18 strategy which
included targeting an increased investment in our Health and Battery Matenials businesses In light of these factors, and the continuing
challenging external environment, the Remuneration Commitiee was comfortable that the ranges of financial targets set were similarly
challenging to those opetated in prior years

The strategic objectives are set based on well defined key deliverables that support our strategy relating to science, custorners,
operations and peopie

Achievement against the performance targets for the year ended 31st March 2019 are set out in the tables below

Financial targets'

At %
Pt we meas ne s by ta-get Mawin-im Acral ¥ taret
Group underlying PBT? £ miliron 499 525 551 520 99 1
(95% of Target) {105% of Target)
Clean Air underlying operating protit £ rmullion 368 387 406 388 1003
(95% of Target) {105% of Target)
Group total working capital days- days 34 33 31 36 1102
1105% of Target) 195% of Target)
Group warking capital days days 62 59 56 59 106G 5
{excluding metal ) 1105% cf Target) [95% of Target)
A Ciguees mthie Table b Deecirounden 0 ey eoresl whole nurnbicr excep e atual « ol larget
Gremp, ncerlyiny PHE nd U e ~d »hang opei® g proht vecesgre s ostag b oelget to o gn exchance matos
CowWoerieguepila deys s irees s e U dgeinsl otd etk odp o cays dlid i e agan stveorbiapoapr e des e sl g oorec s il Tris s b2 sure e A T

va s p ot mela bodaege el
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Strategic objectives’

Robert MacLeod Anna Manz John Walker
Objective Implement the Battery Materals strategy,  Implement the Procurerment Excellence Achieve the Procuremert Excel erce
including the further commerciahsation strategy and dzhver the 2018719 midestanes  deliverakles for Clea Air for 2018/19 and
of the eLNO technology delivery of the plus define and progress toward the progress toward the 20156/20 objectves 1
2018719 milestones and progress taward three-year mikestone objectives line with Procurement Excellence Strategy
the three-year milestore objectives
Summary Key Z018/19 milesione achieved with good Procurement Excellence programme Procurement Excel-ence programme
CQutcome progress on the Battery Matenals strategy for  overdelivering versus plan with significant  overdefivering versus plan with significant
the first cormmercial plant ard scale-up cost savings achieved Strong pragress cost savirgs acteved 0 Clean Air Strong
options as well as enhancing our technology  maae in dentifying further potential progress made :n idertifying further
leadership in the market savings for 2019/20 potentiat savings for 2079/20
Objective Successful delivery of the 2018/19 mejor Deliver agreed IT security plans Ersure that the sector's key capital
capital projects projects are delivered in line witk ther
business plans
Summary The Group's caprtal projects capability A strategic pragramme of work (Cyber The key capital projects = Clean Air are
Outcome has been significantly enhanced, whine Security infrastructure Improverert *he investments in China ang Poland and
major capital projects a-e progressing Plan) has been fully mobihisec to ensure both of these are progressing
in particuiar the two new plants m continued resitience of the IT estate,
Clean Air Crina and Poland and the plans are on track and agreed
milestones for 2018/19 achieved
Cbjective Deliver the executive leadership people Successfully rol out global ERP system Successfully roll out globat ERP system
strategy which includes in line w th plan 11 line with plan
* strengthening leadership capabilities
across JM
* implementing robust individual
development plans, upgrade talen:
as required, and
* identify any talent gaps / deficiencies
in the leadership structures and take
action to address
Summary Considerable work to upgrade talent The smitial roll out of our single global The initial roll out of our single global
Cutcome across M witn key external recruits, ERP system was executed in accordance ERP system was executed in accordance
including a new CED for the Battery with our plan, deployed 1n one of our with our plan with deployment in one
Materials business. Talent gaps have largest 2nd rost complex plants It was of our largest and most complex plants
been clearly articulated and strategres imitizlly chatlenging as expected but 1n Clean Air It was initially challenging
agreed to address over ume Individual issues were addressed, and production as expected, but 1ssues were addressed
development p:ans are in place and new autput 15 now higher than cefore this and production output 1s now higher
leadership programmes were introduced  first go live thar before this first go Iive.
to enhance capability and prepare future
wnterral succession
Objective implement the Cammercal Excellence Imp'ement a plan to further mitigate Implement a ptan to further mitigate
strategy and deliver the 2018/1% mulestones  metal working capital nisk tn China metal working capital risk in China
plus define and progress toward the
three-year milestone objectives
Summary Commercial Excellence roadmap is Developed and led the implementation Good progress has been made executing
Qutcome delivenng to plan This plan included of a ngorous plan to address metal he plan to mitigate China working
the successful introduction of a Sales working challenges i China wrth good capital nisks
Academy and a pilot Custamer Satisfaction  early progress made to date
survey in Efficent Natural Resources
Objective Deliver key news business wins in line with
2018/19 strateqic pfan
Summary Where business bigs were determined, good
Outcome progress has been made on key business
wing whick are in ine our strategic plan
QOverall Rabert has set high standards regarding Anna through her commitment and John embraced and led the execution of
Qutcome his expectations of his executives in terms energy has made a sigrificart impact some sign ficant operational challenges

of how they lead, how they develap
commercial business and how they
develop talent

70% achievement?

in driving change across JM

85% achievement?

across Clean Air and set the standard for
further ERP deployments

70% achievement?

taci el ateq r nbe e 188 2nequE weght 1
20 i aght g

19 achisseme ol aure s ace ot ot e bonns c whick fonst ate

[ TR [N IOVID S RN L A

0 kobe TMa lecdand Anca M-z eachon e tve hada 25> veiastega-cinr abnWaleor c-n bt o 13 a
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Remuneration Report continued

Based on performance against the above targets, bonuses for the year encad 3135t March 2019 were

[EVE] o aelary
Robert Macteod, Chief Executive 660 807
Anna Manz, Chief Financial Officer 369 7
John Walker, Sector Chief Executive, Clean Air 328 701

In accordance with the rules of the plan, 50% of the bonus payable 15 awarded &s shares and deferred for three years There are no further
performance conditions attached to the deferred element

2 long term incentive vesting for the three year performance period ended 31st March 2019*

The tabte below sets out the performance targets for the long term incertive awards made in August 2016 wath a three year performance
period which ended on 31st March 2019 After the performance penod, shares are no longer subject to performance conditions and where
the performance conditions are met the shares will vest in equal instalment on the third, fourth and fifth annwersary of the award

Ry ured e riyeig EPS e torm-nze Propo bor of 2ac-rcoa 1 bimay vt
Threshold 4% CAGR 15%%
Maximum 10% CAGR 100%

The awards vest on a straight line basis between threshold and maximum !n addition 1o the EPS performance condition, the Remuneration
Commuttee cansiders the performance of ROIC over the performarce penod to ensure that earnings growth 1s achieved in a sustainable and

efficient manner.
The performance over the perod was a compound annual growth in underlying EPS of 7 7% per annum as a result a vesting of 66 8%

of maximum was achieved.
The table below shows the vesting outcomes based on this performance

T mates] velue

e of nase salary Shares "o afasard Shards onvIsirg
awardes awardcd tc vest 16 vt t

Executlve Directors
Robert Macteod 200 52,529 66 8% 35,089 1,072,921
Anna Manz 175 28,997 66 8% 19.370 592.2/72
John Walker 175 25,387 66 8% 16,959 518,537

3 Variable pay awarded during the year ended 31st March 2019*
{Long term incentive awards subject to future performance)
In 2018/19 long term incentive awards were made to the Executive Directors in respect of the three year performance period to 315t March 2021
The table below sets out the opportunity and performance targets for these awards.

Fropor' on of axvard Vther Lrecative
Regaired vr deslyimig TPS perfo man e wehi by vesl Triel Favoyine Fineg oy
Threshold 4% CAGR 15% 30% 26 25%
Maximum 10% CAGR 100% 200% 175%

Heprosent a ¥ o hase <alacy

The table below sets out the details of the actual conditional long term incentive awards made as a percentage of base salary

Await e M bt Face vaie

[ater of gron 1 {™ 0" bose salury) shares wwerd. d t

Robert Macieod Tst August 2018 200 43 883 £1,635 980
Anna Manz Tst Augqust 2018 175 24,174 £901,219
John Walker st August 2018 175 21,980 £819.425
Tatr va e s celiula cd sy 1 avr stiare prr e 0l 302305 potee whin bos e avstane contie shiare peice oves the o ssesk et ol Gonrsend g or el May 20010

Jehnson Matthey
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4 Puoor year long term incentive awards and outcomes
The table below shows the history of long term incentive awards grented since 2009

5 salary Lemgo.rd

*osh ey draTien 4o gt resuthon

dig o1 ther T g e Thares 1T Srelkh TS posth urs ey 0o
g ot ward rear ubvesting Loemhntutw Directors growtr lercet tar o1 rthoood Motanacwst d
2009 2012 120 100 3% 10% 19 7% 100
2010 2013 150 120 7% 16% 20 2% 100
2011 2014 175 140 7% 16% 13 3% 75
2012 2015 175 140 7% 16% 6 07% -
2013 2016 175 140 &% 15% 7 85% 33
2014 2017 200 175 &% 15% 7 39% 28
2015 2018 200 175 6% 12% 5 14% -
2016 2019 200 175 4% 10% 7 66% 67
2017 2020 200 175 4% 10% n‘a nfa
2018 201 200 175 A% 10% n‘a nfa

Avards fror 2004 are s et b ranche vesting and s the year show 1 is e vestoing ot -he st anche

Pension entitlements*

No director 15 currently accruing any pension benetitin the group's pensien schemes instead they receive an annual cash payment in lieu of
pension membership equal to 25% of base salary However, Robert MacLeod and john Walker have each accrued a pension entittement in
respect of a prior period of pensionable service iIn one or more of the group’s pension arrangements.

Robert MacLeod ceased pensionable service in IMEPS an 31st March 2011

John Walker joined JMEPS on 1st September 2012 and ceased pensionable service in this scheme on $th October 2013 Pricr to joining
JMEPS he was @ member of the US Johnson Matthey Inc Salaried Employees Pension Plan.

Details of the accrued pension benefits of the Executive Directors as at 315t March 2019 in the UK and US pension schemes are given below

Tolal a4« ru=l ar e ust

TS T E | lerrer T Al

st Marcn 2079

£ oo

Robert Macl eod’ 10
Anna Manz -
John Walker? 89

Pension payable fron age oy basec 60 pensionavle service in 1Me UK pension sthieme up to s 15t Mareh 2311

2 Pension payable inrespect of pengionable service i the K and LS oension schames pavsble trom age b and 62 respect vely The pension payable trom the Us pensia~ scheme
wi { be paid in local currency

* Nelirecto wouid gain any additional beret t by retiring early 19 lIng with the scneme ties

Statement of directors’ shareholding®

The table below shows the directors” interests in the shares of the company, together with their unvested scherme interests, as at 31st March 2019

Sabjest to o goine MNat sunject to
performear e furtt e- aertormance
Ot rery sheresy varlto s ancan st
Executive Directors
Robert MacLeod 48,790 149,367 30787
Anna Manz 2.356 81,622 8861
John Walker 17.088 73,888 16870
Non-Executive Directors
Patrick Thomas 4,257 - -
Tim Stevenson! 4,958 - -
Odile Desforges 1.416 - -
Alan Ferguson 2,078 - -
Jane Griffiths 2,671 - -
Chris Mottershead 2,809 - -
John C'Higgins 1.500 - -
Iooldes shiares bield Dy thechiocforay Sorcee o dewes s i o thase o the elben pogec shia o nat beng pdaoan 1408k vare Sher s ot cllarpby esline
rale B pran ey Fesabpreb e forfoh o mrar g aa v arh B rdes of the plan
opcsects aneested arg oo raont v sbacesanthin tacey o nsat The dgyte of - woandd
T e ntsuvested el e Paomias she exan Do sted 1oy oy vomce ieesshiar ke esn b thang = ol Difte ancas isay ol eveane abies po ol garcr e s s b avebenn
P 1 KT T (RN (PR )
Topesentntb e o any sact ot AO0 Ly 6 8 b TS rs sasteprn Tooont <~ Cran Loans be twoane
Johnson Matthey
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Remuneration Report continued

Directors' interests as at 30th May 2019 were unchanged from those listed above, other than that tne trustees of the all employee share matching
plan have purchased a further 24 shares each for Robert MaclLeod, Anna Manz and John Walker
Executive Directors are expecied to build up a shareholding tn the company The mismmum shareholding requirement for the yesr ended
31st March 2019 was 200% of base salary for the Chief Executive and 150% of base salary for the other Executive Directors. The table below
shows the extent to which the proposed rmirmimum sharehalding requirements have been satisfied
Shates hedi s at

S5t Mape 20 4

Dy ol bse salary 07

Robert Macteod 297%
Anna Manz® 67%
John Walker 222%

Yeluz ot shiases a» a pet .entage of nase satary s ca culated us -w a share value ot 3 0%/ od pence which was the ave-age shase pr ce orevaihinge between 1sta-sary 2014 arc

A1st Marct 2014

IFe girecters 1otal sha eho'dieg tor the purposes ot camparnir-g 11w "h the mirmam skareno ding requirement ndudes snares neld beaeticia by by the directer and any conrected
sersons (35 recogrised by e Remuneration Cormestiee) together with. deterred shates awsrded Jnder the anrua bonus rules for which there are 1o further perormance
condiliens and any urivesled long term meetilive stiares betweers (he tird ar d N0 arorvensany of sward where pethnmence cor dilioms ave been dssessed bul vest e has not
oceurret] (s s st subpecl laconlin ued emp oyrrent bu. the passage of birmeg)

Artnd Maniz becare ar Dxeculive Direcasr 0 7700 Oc lober 2916 Sae wiil bund fies shigrernding cves un e i riew b he Resnanersaoe Foloy

Performance graph and comparison to Chief Executive’s Remuneration
Johnson Matthey and FTSE 100 Total Shareholder Return Rebased to 100

The following chart illustrates the total cumulative sharehclder return of the company for the ten year period from 31st March 2009 to
31st March 2019 against the FTSE 100 as the most appropriate comparator group, rebased to 100 at 1st April 2009

As at 375t March 2019, Johnson Matthey was ranked 73 by market capitalisation in the FTSE 100

|ohnson Matthey
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Historical data regarding Chief Executive's remuneration

FLRURN 01N 011012 Lo 01574 2014,14) 20750
Single total figure 1,596 2,095 1.870 3025 3,855 1,594 1.429
of remuneration
Annual incentives 100 100 75 - 71 54 15
(% of maximurn)
Long term incentives - 52 100 100 75 - 33

(% of award vesting)*

201

1,971

40

28

AR U1
2013 2784
59 a5
- 67%

It e tgures tor 20140 and 2019710 g% m respe 10° Rotent Macleod who was appomnbed as Chie” txecut ve or Lthfune 2014 290 Loohus 1 e ‘woures shoan are fo the

uy s Chie' Execuline Netl Carsee

Vesta pof lor g terr ek en® ve awdiddy whose shree year peeforee ce period encerban Lhe Cidngig year shiown

The above data is calculated according to the same methodology as applied in the single figure table on page 143.

Change in Chief Executive’s remuneration

The table below shows how the remuneration of the Chief Executive has changed over the year ended 31st March 2019 This is then cempared to
a group of appropriate employees, being those based in the UK This comparator group was used because the Remuneration Committee believes
1t gives a reasonable understanding of the underlying increases, based on similar annual bonus performance measures, while at the same time
reducing the distortion from currency fiuctuations ang the distortions that would arise from including all of the many countries in which the

group operates with their different economic conditions

Ciref Exacutive

LOTPAraTar group

An increase of 7 37%
A decrease of 12 4%

Salary An increase of 2 5%
Bonus A gecrease of 33 6%
Benefits No change in benefits policy

No change on overall costs
between 2017/18 and 2018/19

No change in benefits policy
No change on overall cosis
between 2017/18 and 2018/19

THsincludes a lorg termn wcer Uye buy-out [or werlain im anagener temnployees, sarm e ~arket adjustrrents and prome ions

Relative spend on pay

The table below shows the absolute and relative amounts of distributions 1o shareholders and the tetal remuneration for the group for the years

ended 37st March 2018 and 31st March 2019

Year anded Vegr e ght)

3 st March It March

2019 piiak.]
£ milllen tmilcn e chiarge
Payments to shareholders — special dividends - - -
Payments to shareholders — ardinary dividends 156 146 7%
Total remuneration (all employees) 730 693 5%

Fxrlizdes werminatien benetits
Johnson Matthey

[
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Remuneration Report continued

Implementation of the Directors’ Remuneration Policy for 2019/20

The table below sets out how the Remuneration Committee intends to apply the Directors’ Remuneration Palicy for the year ended 31st March 2020

Salary Salares for the Executive Directors for 2019/2G all increased by 2 5%, which 1s lower than the budgeted increase for
all other UK employees

Benefits No change tn policy appl ed n 201 9!20

Penslon The maximum limit on pensmns has been retained at 25%, the level paid to lhe current Executwe Dnrectnrs However

as set out In the recruitment section of the Di-ectors” Remuneration Policy, 11 is the committee’s intention that pension
for future hires would be aligned with the level for other senior managers

Annual incentives The maximum bonus oppertunity for 2019/20 remains unchanged at 180% of salary for the Chief Executive and
150% of salary for the other Executive Directors

2019/20 bonus will be based an underlying p-ofit before tax (60%), werking capital {20%) and 20% weighting to
non-financial objectives

Targets far the Chief Executive and Chief Financial Officer will be based on g-oup performance For the Sector Chief
Executive, Clean Arr, targets will be based on a mix of group and Clean Air Sector performance

The Remuneration Committee considers the forward looking targets to be commercially sensitive, but full details of
the targets and performance agamnst them will be disclosed in next year's Annual Report on Remuneration

As set out In the Policy Report, 50% of any bonus paid wilf be deferred i shares for three years and the payment of
any benus 1s subject to appropriate malus and clawback provisions

Long term incentives  Award levels remain unchanged at 200% of salary for the Chief Executive and 175% of salary for the other Executive
Directors The lang term Performance Share Ptan awards will be based on EPS growth targets, subject to achieving
a satisfactory tevel of return on capital employed The EPS targets will be the same as those applying to the 2018
awards, namely 15% vesting for 4% p a underlying EPS growth, increasing on a straight hrie basss to 100% vesting
for 10% p a underiymg EPS growth or above Awards vest In equal tranches over three, four and five years

Chairman and Fees for the Non-Executive Directors for 20 19/20 have been lncreased in ne with the Executive Director increases
Non-Executive at 2 5%. This is lower than the increase for all other UK employees The fees for each Non-Executive Director are
Director fees shown below

Patrick Thomas £367,500 Chairman

Odite Desforges £67.000

Alan Ferguson £58,000 Semor Independent Director and Chairman of Audit Commuttee

lane Griffiths £67,000

Chrnis Mottershead £84,000 Chairman of Remuneration Committee

John O'Higgins £67,000

Statement of shareholder voting

We moniter carefully shareholder voting on our Remuneratior Policy and its implementation We recognise the importance of ensuring that our
shareholders continue to support our remuneration arrangements.

The tables below show the results of the polls taken of the resolution to appreve the Remuneration Policy at the July 2017 AGM and
Directors’ Annual Repart on Remuneration at the July 2018 AGM

“aumser ol
Res ilighon VI ey (ARt For AJH XY YVores wethit eld
Remuneratlon Palicy 136,108,674 125,583,227 (92 3%) 10,525,447 (7.7%]) 3,139449
Remuneration Report 141,211,225 134,247,743 (94 60%) 7,663,482 (5 40%)" 130,436

serrentage of wotes cast ©xcliding votes withheit

The Remuneration Committee believes that the 92 3% vote in favour of the Directors’ Remuneration Policy at the 2017 AGM and the 94 6%
vote in favour of the Annual Report on Rernuneration at the 2018 AGM showed strong shareholder support for the group's remuneration
arrangements at that time

This Remuneratian Report was approved by the Board of Dwectors on 30th May 2019 and signed on 1ts behalf by

Chris Motterskhead

Chairman of the Remuneration Committee

Jehnsen Matthey
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Directors’

for {ne year ended 37st March 2019

Directors

The names of the directors who held office
during the year are set out on page 103.

The brographies of ail the directors
serving at the date of this annual report are
shown on pages 100 to 102

Indemnification of directors

Under Deed Polls dated 315t January 2017,
Johnson Matthey has granted indemnities in
favour of each director of the cempany and
of 1ts subsidiaries i respect of any liability
that he or she may incur to a thurd party (in
relation to the affairs of the company or any
group member These were in force during
the year for the benefit of all persons who
were directors of the company or of its
subsidiaries at any time during the year
They remain in force as at the date of
approval of this annual report The company
has appropriate directors’ and officers’
hability insurance cover in place in respect
of legal action against, amongst others,

1ts Executive and Non-Executive Directors
Neither the company nor any subsidiary has
indemnified any director of the company

or a subsidiary in respect of any hability that
they may incur to a third party in relation to
a relevant occupational pension scheme

Appointment and replacement
of directors

The ruies about the appointment and
replacernent of directors are contained
In our Articles of Association, which are
available on cur website. These include-

directors may be appointed by a resolution
of the members or a resoclution of the
directors, and

if appointed by the directors, the newly
appointed director must retire at the next
Annual General Meeting (AGM} and 15
not taken into account in determiring

the directors who are to retire by rotation
at the meeting At least one third of the
board must retire by rotation at each AGM

The Articles of Association may only be
amended by a special resolution at a general
meeting of the company

Notwithstanding the provisions of the
Articles of Association, the board has agreed
that alt directors wilt seek election or
re-election at each AGM in accordance with
the UK Corporate Governance Code 2016

ﬂ e 1T el B= g O sestor st pearale. Jover et e

Report

Powers of the directors

The powers of the directors are determined
by the Articles of Association, UK legislation
including the Companies Act 2006 {the
2006 Act) and any directions given by the
company In general meeting

The directors have been authorised by
the company's Articles of Association to Issue
and allot ordinary shares and to make market
purchases of 11s own shares These powers
are referred to shareholders for renewal at
cach AGM Further information s set out
under 'Purchase by the company of its own
shares’ opposite

.

Directors' interests in the
company's shares

The interests of persons who were directors
of the company (and of their connected
persons) at 31st Marck 201911 the issued
shares of the company {or in related
derivatives or other financial instrurments),
which have been notified to the company

in accordance with the Market Abuse
Regulation. are set cut in the Remuneration
Report on page 147 Tne Remuneration
Report also sets out details of any changes
in those interests between 31st March 2019
and 30th May 2019

Directors' interests in contracts

Other than service contracts, no director had
any Interest in any material contract with
any group company at any time during the
year. There were no contracts of significance
{as defined in the Finaacial Conduct
Authority Listing Rules) during the year to
which any group undertaking was a party
and in which a director of the company is or
was matenally interested

Dividends

The interim dividend of 23 25 pence per
share (2018 21 75 pence) waspad in
February 2015 The directors recommend
afinal dvidend of 62 25 pence per share in
respect of the year {2018 58 25 pence),
making a total for the vear of 85 50 pence
per share (2018 80.0 pence}, payable
on 6th August 2019 to shareholders on
the register at the close of business cn
7th june 20719

Other than as referred to under
‘Ernployes share schemes on page ° 52,
du-ing the year there were no arrangaments
under which a sharehclder has waived or
agreed 1o warve any dividends nor any
agreement by a shareholder to waive
future dividends

Dividend payments and DRIP

Dividends can be paid cirectly into
shareholders’ bank accounts A Dividend
Re:nvestment Plan s also avaitable This
allows shareholders to purchase additional
shares in Johnson Matthey with therr
dividend payment Further information
and @ mandate can be obtained from our
registrar Equiniti, whose details are set out
on page 243 and on our website

Share capital
Capital structure

As at 31st March 2019, the 1ssued share
capial of the compary was 193,533,430
ordinary shares of 110 %41 pence each
{excluding treasury shares) and 5,407,176
treasury shares There were no purchases,
sales or transfers of treasury shares during
the year

Share allotments

There were no share allotments during
the year

Purchase by the company of its
own shares

At the 2018 AGM, shareholders authonsed
the company to make market purchases
of up t¢ 19,353,343 ordinary shares of
110 1%: pence each, representing 10%
of the issued share capital of the company
{excluding treasury shares) Anyshares 5o
purchased by the company may be cancelied
or held as treasury shares This authority wall
cease at the date of the 2019 AGM

During the year and up unt the date
of approval of this annual report, the
company did not make any purchases of its
own shares or propose to, ar enter into any
options or contracts to, purchase its own
shares {either through the market or by an
offer made to all sharehelders or atherwise),
nor did the company acquire any of rts own
shares ather than by purchase

Rights and obligations attaching
to shares
The rights and obligations attaching to the
ordinary shares in Johnson Matthey are set
out in the Articles of Association

As at 31st March 2019 and as at the
date of approval of this annual report,
except as referred to below, there were no
restrictions on the transfer of ordinary shares
in the company, no himitations on the
holding of securities and no requiremments 1o
obtain the approvat of the company, or of
other holders of secunties in the company,
for a trarsfer of secunties

Johnion Matthay
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Directors' Re port continued

The directers may, in certain
circumstances, refuse to register the t-ansfer
of a share in certificated form which 1s not
fully paid up, where the instrument of
transfer does not comply with the
requirements of the company’'s Articles of
Association, or f entitted under the
Uncertificated Secunties Regulations 20071
Also as at 31st March 2019 and s at the
date of approval of this annual report

no person held securities i the company
carrying any spectal nghts with regard to
contral of the company,

* there were no restrictions on voting rights
(Including any limitations an voting rights
of holders of a given percentage or
number of votes or deadiines for exercising
voting rights) except that a shareholder
has ne right to vote in respect of a share
uniess all sums due in respect of that share
are fully paid,

there were no arrangements by which,
with the company's cooperation, financial
rights carried by shares in the company are
held by a person other than the holder of
the shares; and

* there were no agreements known to the
company between holders of securities
that may resuft in restrictions on the
transfer of securities or on voting rights.

Nominees, financial assistance and liens
Dunng the year

no shares in the company were acquired
by the company's nominee, or by a person
with financial assistance from the company,
in either case where the company has a
beneficial interest in the shares {and ne
person acquired shares in the company in
any previous financial year in its capacity
as the company's nominee or with financial
assistance from the company), and

the company did not obtan or hold a lien
or other charge over its own shares

Allotment of securities for cash and
placing of equity securities

During the year, the company has not allotted,
nor has any major subsidiary undertaking

of the company {broadly an undertaking
that represents at least 25% of the group’s
aggregate gross assets or profit) allotted,
equity securities for cash During the year
the company has not participated in any
placing of equity securities

Johnson Matthey

Arpealfe atare A 201

Listing of the company's shares

Johnson Matthey's shares have a Frer.um
Listing on the London Stack Exchange and
trade as part of the FTSE 100 index under
the symbo! [MAT

American Depositary Receipt
programme

lohnson Matthey has a sponsored Level 1
American Depositary Recept (ADR)
programme which BNY Melion administers
and for which 1t acts as Depositary Each
ADR represents two ordinary shares of

the company The ADRs trade on the US
over-the-counter market under the symbgl
IMPLY When dividends are paid to
shareholders, the Depositary converts such
dividends inta US dollars, net of fees and
expenses, and distributes the net amount to
ADR holders Contact details for BNY Mellon
are set out on page 243

Interests in voting rights

Employee share schemes

At 31st March 2018, 4,499 current and former
empolayees were shareholders in the company
trrough the group's emiployee share schemes.
Through these schemes, current and former
ermployees held 2,544,207 ordinary shares
{1 31% of 1ssued share capial, excluding
treasury shares as at 31st March 2019) Alscas
at 31st March 2019, 1,544 170 ordinary shares
had been awarded bt had not yet vested
under the company’s long term incentive plan
to 1,126 current and former employees
Shares acquired by empioyees through
the company's employee share schemes rank
equally with the other shares in issue and
have ne special nghts Voting nghits in
respect of shares held through the company's
employee share schemes are not exercisable
directly by employees However, employees
can direct the trustee of the schemes to
exercise voting rights on their behalf The
trustee of the company's employee share
ownership trust (ESOT) has waived 1its right
to dnadends en shares held by the ESOT
which have not yet vested unconditionally
to employees

The following information has been disclosed to the company under the Financ:ai Conguct
Authority (FCA) Disclosure and Transparency Rules {OTR 5) in respect of notifiable Interests in
the voting rights in the company’s 1ssued share capital

Nt nt firal > of tutel
hiy'd g A1 righs vatig nghts?
As at 31st March 2019
Ameriprise Financial ing Direct 84,408 0 04%
Indirect 9,727,409 5 03%
BlackRock, Inc indirect 20,181,149 9 85%
Financial 209,763 010%
Instrument
{CFD)
Standard Life Aberdeen plc affihated Indirect 15,314,781 791%
Investment management entities with
delegated voting rights on behaif of multple
managed portfohios
U Il voting nghts attaching 1oarc o ss ed ord nary <hase capite Lonche company oxcludirg beasary shaes) an-hy

dare at disclosure ta the con pany

uaf toral vorag nghts At oe date ot discksune so he campary

Other than as stated above, as far as the company 1s aware, there 15 no person with a significant
direct or indirect holding of secunities in the company The information provided above was
correct at the date of netification However, it should be noted that these holdings are | kely o
have changed since the company was noufied Notification of any change 15 not required until

the next natifiable threshold is crossed

No changes in nterests in the voting rights of t1e company's issued share capital have been
notified to the company in accordance vath DTR 5 between 31st March 2019 and 30th May 2019.



Contracts with controlling
shareholders

Dunng the year there were no cortracts of
sigrificance (as defined in the FCA Listing
Rules} between any group undertaking and a
controlling sharehelder and no contracts for
the provision of services to any group
undertaking by a controlling shareholder

Change of control

As at 315t March 2019 and as at the date
of approval of this annual report, there were
no significant agreements to which the
company or any subsidiary was or s a party
that take effect, alter or terminate on a
change of control of the company, whether
following a takeover bid or otherwise

However, the company and its
subsidiaries were, as at 31st March 2019 and
as et the date of approval of this annual
report, party ta a number of commercial
agreements that may allow the counterparties
to alter or teyminate the agreements on a
change of control of the company following a
takeover bid. Other than the matters referred
to below, these are not deemed by the
company to be significant in terms of their
potential effect on the group as a whole

The group has a number of loan notes
and borrowing facilities which may require
prepayment of principal ang payment of
accrued interest and breakage costs if there Is
change of contrel of the company The group
has also entered into a senes of financial
instruments to hedge its currency, interest
rate and metal price exposures which provide
for termination or alteration If a change of
contrel of the company materially weakens
the creditworthiness of the group

The Executive Directors’ service
contracts each contain a provision to the
effect that if the contract s terminated by
the company within one year after a charge
of control of the company the company will
pay to the director as hquidated damages an
amount equivalent to cne year's gross base
salary and other contractuat benef ts less the
penod of any notice given by the company to
the director

The rules of the company's emgployee
<hare schemes set out the conseguences
of a change of control of the company on
participants’ nights under the schermes Generally
such rnights will vest and become exercisable
on a change of control subject to the
satisfaction of relevant performance conditions
As at 31st March 2019 and as at the date of
approval of this annual report, there were
no other agreements between the company
or any subsidiary and its or their directors
or employees providing for compensation
for loss of office or employment (whether
through resignation, purported redundancy
or otherwise) that occurs because of a
takeover bid.

Branches

The company and its subsidiaries have
established brancnes in a number of
different countries in which they operate

Political donations and expenditure

It 15 the group's pohicy nat to make polttical
donations or to incur politicai expenditure
During the year, there were no political
donations made to any EU or non-EU political
party, EU or non-EU pelitical organisation or
to any EU or non-EU independent election
candidate Dunng the year, no EU or non-EU
pohtical expenditure was incurred

Disclosures required by Listing Rule 9.8.4R

Disciosures required by the FCA Listing Rule 9 8 4R, can be found or the following pages

Inar1amion redinrod

Capitalised interest

Publication of unaudited finanaal mformation

Details of long term incentive schemes established to specifically recrust or retain a director

Waver of emoluments by a director
Allctments of equity securities for cash

Contracts of sigmificance

Contracts for the provisions of services by a controlling sharehocider

Dindend warver
Q0  Agreements with controlling shareholder

1
2
3
4
5
6 Participation In a placing of equity secunties
7
8
9
1

Information set outin the
Strategic Report

in accordance with section 414C(11} of the
2006 Act, the directors have chosen to set
out 1n the Strategic Report the following
informat:an required to be included in the
Directors’ Report:

* Employee involvement
A description of the action taken by the
company during the year relating to
employee invalverment

* Empioyment of disabled persons
‘nformation on the company's policy
applied during the year relating to the
recruitment, employment, training,
career development and promotion of
disabled employees.

* Research and development activities
Anndication of the activities of the group
in the field of research and development

Likely future developments
Anindicauon on bikely future developments
In oJr business

Greenhouse gas emissions
Disciosures relating to greenhouse gas
emissions.

Use of financial instruments
Infarmatien on the group’s financial risk
management objectives and policies,

its exposure to credit nisk, hquidity risk,
interest rate risk and foreign currency risk
and its use of financial instruments

St st

Listing R le 9 4 AR Pega ratzrence

mn Page 185

{2) Not applicable

(4) Not applicakble

{5) (&) Not applicable
{7) {8 Page 152
[E]] Not applicable

(10) Not applicable
nn Not applicable

12y (§3) Page 151
4] Not applicakle

Johnson Matthey
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Directors' Re po I't continued

Important events since
31st March 2019

There have been no important events
affecting the company or any subsidiary
since 31st March 2019

2019 Annual General Meeting

Cur 2019 AGM wili be held at 11.00 am on
Wednesday 17th july 2019 at The Institute
of Cvil Engineering, One Great George Street
Westminster, London SW1P 3AA

The Notice of the 2019 AGM, together
with an explanation of the resolutions to be
considered at the meeting, 1ssetout ina
separate aircylar to shareholders This oircutar
ts published on cur website

Articles of Association

The Articles of Association may only be
amended by a special resolution at a general
meeting of the company The company's
current Articles of Association were adopted
on 21 july 2010 A special resolution seeking
to amend the Articles of Association Is being
put to the shareholders at the 2019 AGM
Further informat:on on the changes proposed
15 set out In the Notice of the 2019 AGM and
on our website

Johnson Matthey

Ao be alan sl o0

Auditor and disclosure
of information

The auditor of the company 1s
PricewaterhouseCoopers LLP

So far as each person serving as a
director of the company is aware, at the date
this Directors’ Report was approved by the
board there s no relevant auditinformation
{that 15, information needed by the auditor
In connection with preparing 1ts report) of
which the company’s auditor 15 unaware
Each such directer confirms that he or she
has taken ali the steps that he or she ought
to have taken as & director in order to
make himself or herself aware of any
relevant audit information and te establish
that the company s auditor is aware of
that information

Management report

The Strategic Report and the Directors’
Report together Include the ‘management
report’ for the purposes of the FCAs Disclosure
and Transparency Rules (DTR 4.1 8R}.

The Directors’ Report was approved by
the toard on 30th May 2019 and is signed
on 1ts behalf by

L

Simon Farrant
Company Secretary



Responsibilities of Directors

Statement of directors’
responsibilities in respect of the
Annual Report and Accounts

The directors are responsible for preparing
the annual report and the group and parent
company accounts In accordance with
applicable law and regulations

Comparty law requires the directors to
prepare group and parent company accounts
for each financial year Under company law,
they are required to prepare the group
accounts 1n accordance with International
Fancial Reporting Standards (IFRS) as
adopted by the European Union (EU) and
other applicable law and have elected to
prepare the parent company accounts on the
same basis

Under company law, the directors must
not approve the accounts unless they are
satisfied that they give a true and fair view of
the state of affairs of the group and parent
company and of their profit or loss for that
period in preparing each of the group and
parent company accounts, the directors are
required to

select sustable accounting policies and
then apply them consistently,

make judgements and estimates that are
reasonable, relevant and reliatle,

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

+ assess the group and parent company's
ability to continue as & going corcern,
disclosing as applicable, matters related
to going concern, and

* use the going concern basis of accounting
unless they either intend to liquidate the
group or the parent company or to cease
operations, or have no realistic alternative
but to do 50

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the parent
company’s transactions and disclose with
reasonable accuracy at any time the financsal
posttion of the parent company and enable
them to ensure that its accounts comply with
the Companies Act 2006 They are
responsible for such inzernal control as they
determine 15 necessary to enable the
preparation of financial staterments that are
free from material misstatement whether
due to fraud or error, and have general
responstbility for taking such steps as are
reasonzhly open to them to safequard the
assets of the group and to detect fraud and
other irregularties

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

The directors are responsible for the
maintenance and integrity of the cerporate
and financial informat on included on the
company's website Legisiation in the UK
governing the preparation and disserminat:on
of accounts may differ from legistation in
other jurisdictions

The directars consider that the Annual
Report and Accounts taken as & whole is fair,
balanced and understandable and provides
the information necessary for shareholders
to asses the group’s and the company's
position and performance, business model
and prionties

Responsibility statement of the
directors in respect of the Annual
Report and Accounts

Each of the dire¢tors as at the date of the
Annual Report and Accounts, whose names
and functions are set out below

Patrick Thomas, Chairman

Robert MacLeod, Chief Executive

Anna Manz, Chief Financial Officer

Odhie Desforges, Non-Executive Director

Alan Ferguson, Non-Executive Director

jane Griffiths, Non-Executive Cirector

Xiaozhi Liu, Non-Executive Director

Chris Mottershead, Non Executive Director

john O'Higgins, Non-Executive Director

John Walker, Executive Birector
states that to the best of his or her knowledge

+ the group and parent company accounts,
prepared in accordance with the applicable
set of accounting standards. give & true
and fair view of the assets, hiabilities,
financial position and profit or loss of the
company and the undertakings inciuded
in the consolidation taken as a whele, and

* the management report {which comprises
the Strategic Report and the Directors’
Report) inctudes a fair review of the
development and performance of the
business and the position of the company
and the undertakings ncluded in the
consohidation taken as a whole, together
with a descrption of the principal risks
and uncertainties that they face

This responsibiiity statement was approved
by the board on 30th May 2019 and is signed

its behaif by
Iy
%/I 4
i R
{,b S S —

Patrick Thomas
Chairman

Johnson Matthey
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Accounts

Accounts

The Accounts include the consolhidated and parent company accounts and related notes,
prepared in accordance with International Financial Repaorting Standards, as well as the
independent auditor’s report.

Johnson Matthey
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Accounts

Consolidated Income Statement

for the year ended 31st March 2019

Revenue
Cost of sales

Gross profit

Distnbution costs

Administrative expenses

Loss on disposal of businesses

Lass on significant legal proceedings
Amartisation of acquired intangibles

Major impairment and restructuring charges

Operating profit

Finance costs

Finance income

Share of loss of joint venture and associate

Profit before tax
Tax expense

Profit for the year

Earnings per ordinary share
Basic
Diluted

Consolidated Statement of Total Comprehensive Income

for the year ended 31sl March 20159

Profit for the year

Other comprehensive income
Items that wlill not be reclassified to the income statement
Remeasurements of post-employment benefit assets and habilities
Fair value losses on equity investments at fatr value through other comprehensive income
Tax on items that will not be reclassified to the income statement

Items that may be reclassified te the Income statement

Exchange differences on translation of foreign operations

Fair value losses on other investments at fair value through other comprehensive income
Amounts credited to hedging reserve

Fair value {losses) / gains on net investment hedges

Other comprehensive income far the year

Total comprehenslve income for the year

S 3

The notes an pages 173 to 222 form an integra' part of the accounts

Johnson Matthey
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NOTES

37
4
S

#H

2019 208
destated

£ million tmicn
10,745 10274
{9,729) (9.366}
1,016 908
(126) (123)
(324} i260)
(12) (7)
(17} (50)
(14) (19)
8 {90)

531 359
(107) {63)
64 25

- {n

488 320
(75) (22)
413 298
pance pence
215.2 1552
214.6 1550
2019 2078

£ million Lm bien
413 298
(69) 103
(3) -

13 (31)
(59) 72
22 {95)

(1) -

4 5

(1) 6

24 (84}
(35) 112}

378

286



Consolidated and Parent Company Balance Sheets

as at 31st March 2019

Yo T pan,
2019 Ak 2019 )
kostare s Hodatod
Notes £ million £onler £ million Lt milen
Assets
Non-current assets
Property, plant and equipment To 1,271 1,155 312 278
Goodwall 7 578 574 123 123
Other intangible assets w® 336 295 207 166
Investments in subsidiaries [ - - 1,912 t 997
Investments in joint venture and assoclate 2 20 20 - -
Investments at fair value through other
comprehensive income 2t 52 556 7 7
Other recevables & 39 38 1,010 1113
Interest rate swaps 2 13 5 13 6
Deferred income tax assets 27 58 48 - -
Post-employment benefit net assets 30 209 235 199 226
Total non-current assets 2,576 2.428 3,783 3916
Current assets
inventories 2 1,316 G24 430 209
Current Income tax assets 37 35 - -
Trade and other receivables 21 1,553 1,304 1,314 1,333
Cash and cash equivalents - cash and deposits 24 v} 203 n 82
Cash and cash equivalents — money market funds 2 347 171 347 171
Other financial assets Zo 22 15 23 15
Assets held for sale 7 - - -
Total current assets 3,372 2,652 2,125 1810
Total assets 5,948 5 08O 5,908 5,726
Liabilities
Current liabllities
Trade and other payables 27 {1,647) (1,228) (2,596) (2.693)
Current income tax habihties (130) (149} (64) {56)
Cash and cash equivaients - bank overdrafts 24 (59) 170 (33) (46)
Other borrowings and related swaps 24 (184) (38) {(107) (4)
Other financial lrabihities 2o (13) {12} (14) (14)
Frovisions 20 (20) (37} (23} (5)
Total current liabllitles {2,053) {1,534} (2,837) {2 818)
Non-current Habilitles
Borrowmngs and related swaps 24 {1,073} (951} (1,066) (951)
Deferred income tax liabilities 27 {91) {94} (39) (43)
Employee benefit obligations # {106) (103} (10) (9
Provisions 2 {9) (14} (1) (17)
Other payables 27 (5) (5 (489) (492)
Total non-current liabilitles {1,284) {1,167} {1,605) {1512)
Total liabilities {3,337) {2,701} (4,442) (4.330)
Met assets 2,61 2,379 1,466 1396
Equity
Share capia L 221 221 221 221
Share premuum 148 148 148 148
Shares held in employee share cwnerstup trust (ESOT) {45) (48) (45) (48)
Other reserves " 87 a3 8 -
Retained earnings’ 2,200 1,995 1,134 1.075
Total equity 2,611 2.379 1,466 1396
Yee tia'e 34
e parent conuary’s ol for heyear s LAndrodlios o208 Léez ol ier)
The accounts prpr‘oved by the Board of Directors on 30th May 2019 and signed or 1ts benalf by
R} MacLeod s s uLL&\DDlrenr&lors
A O Manz AW
The notes on pages 173 10 form an integra’ part of the accounts
Johnsan Matthey

159

Bt B O T [N |

Accounts



160

Accounts

Consolidated Cash Flow Statement

for the vear ended 31st March 2019

O

Cash flows from operating activitles
Profit before tax
Adjustments for
Share of loss of joint venture and associate
Loss on disposal of businesses
Depreciation, amortisation, Imparrment reversals / losses and
profit / loss on sale of non-current assets
Share-based payments
increase in Inventories
increase in receivables
Increase in payables
{Decrease) / Increase in provisions
Contributions in excess of employee benefit obligations charge
Changes In fair value of financial instruments
Net finance costs
Income tax patd

Net cash inflow from operating activities

Cash flows from investing activities

Dvidends received from joint veniure and associate
Interest received

Purchases of property, plant and equipment
Purchases of intangtble assets

Proceeds from sale of non-current assets

Net proceeds from sale of businesses

Net cash outflow from investing activitles

Cash flows from financing activities

Proceeds from borrowings

Repayment of borrowings

Dwidends paid to equity shareholders 3
Settlement of currency swaps

Interest paid

Net cash outflow from financing activities

Increase In cash and cash equivalents
Exchange differences on cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year 2

Free cash flow

Net cash inflow from operating activities

Diviidends received from joint venture and associate
Interest received

Interest paid

Purchases of property, plant and eguipment
Purchases of intangible assets

Praceeds from sale of non-current assets

Free cash flow

Reconciliation to net debt
increase 1n cash and cash equivalents
Increase 1N borrowings

Change in net debt resulting from cash flows
Exchange differences on net debt
Other non-cash movements-

Movermnent 1 net debt
Net debt at beginning of year

Net debt at end of year 24

Sor 1ate A

ATk e dbseparsteipanale v e wecn entsn e de o Clatee o hedgiep o s s s

The notes on pages 173 to 222 form an integra! part of the accounts
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2019 >0 8
Aestatod

£ million t i thicn
488 320
- 1

12 7
166 245
10 10
(394) (66)
(246) 1144)
416 62
(24) 15
(40) (20}
(2) (5)
43 38
(95) (77)
334 386
- 1

61 23
(215) (157)
(86) (59)
1 7

2 5
(237) {180)
245 30
(2) (14)
{156} (1485)
(2) (1)
{108) {65)
{23) (196)
74 10
- (4)
304 298
378 304
334 386
- 1

61 23
(108) {65)
{215) (157)
(86) {59)
1 7
{13) 136
74 10
(241) 16)
(167) (6)
(26) 54
6 (1)
(187} 37
(679} (716)
(866) 1679)



Consolidated Statement of Changes in Equity

for the year ended 31st March 2019

St o Shares Oth b tacds Mor
~hare picm e LEE-A 05CT A5 Hrtz nod TToIgaty suttedlng fom¢l
cap -3l azmount e trote ] ECIANIEY todars Blerssts ey
oy lon Ffm b furnn T b e fordon Fovalam Treabe, fondla
At 1st April 2017 221 148 (55) 147 1.776 2,237 {20} 2217
impact of adoption of IFRS 15 (note 39) - - - - 1 1 - 1
At 1st April 2017 (restated) 221 148 {55) 147 1.777 2,238 120} 2218
Profit for the year - - - - 298 268 - 298
Remeasurements of post-employment
benefit assets and habihties - - - 103 103 - 103
Exchange dfferences on translation
of foreign operaticns - - - (95} - (95) - (95)
Amounts credited to hedging reserve - - - 5 - 5 - 5
Fair value gains on net investment hedges
taken toc equity - - - 6 - 6 - 6
Tax on ather comprehensive Income - - - - 31 (31) - (31)
Total comprehensive Income - - - {84) 370 286 - 286
Dividends paid {note 31) - - - - (146) (146) - (146}
Share-based payments - - - - 17 17 - 17
Cost of shares transferred 1o employees - - - (14) {7 - (7}
Purchase of non-controlling interests - - - - (8) {9} 20 11
At 31st March 2018 (restated) 22 148 (48) 63 1,995 2,379 - 2379
Impact of adoption of iFRS 9 (note 39) - - - (1) - {1) - M
At 31st March 2018 (restated) 221 148 {48) 62 1,995 2.378 - 2378
Profit for the year - - - - 413 413 - 413
Remeasurerments of post-employment
benefit assets and habilities - - - - (69) (69) - (69)
Fair value losses on investments at fair value
through other comprehensive income - - {4} - 4) - (4)
Exchange differences on translation
of foreign operations - - - 22 - 22 - 22
Amounts credited to hedging reserve - - - 4 - 4 - 4
Falr value losses on net investment hedges
taken to equity - - - {1 - (1 - (1}
Tax on other comprehensive income - - - - 13 13 - 13
Total comprehensive income - - - 21 357 378 - 378
Dividends paid {note 31) - - - - (156) (158) - {156}
Share-based payrnents - - - 17 7 - 17
Cost of shares transferred to employees - - (10) 7y - {7)
Tax on share-based payments - - - - 1 1 - 1
Reclassification - - - 4 (4) - - -
At 315t March 2019 221 148 (45) 87 2,200 2,611 - 2,611

The notes on pages 173 1o 222 form an integrai part of the accounts
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Parent Company Statement of Changes in Equity

for the year ended 31st March 2019

Snate Gt [§ T

Sac Lt teld i AT Mt d Ter 1

ays accourt £SO mote J1) 2aTHgS CGUIe

£ontihiaan Lol o L mllen Lol ior zrlies L hon

At Tst April 2017 221 148 (55) {1 855 1,168
Profit tor the year - - - - 252 282

Remeasurements of post-employment benefit assets
and liabiliies - - - - 8 95
Exchange differences on transtation of foreign operations - - - {3} - (3)
Amgounts credited 10 hedging reserve - - - 4 - 4
Tax on other comprehensive income - - - - (17 117
Total comprehensive income - - - 1 363 364
Divndends paid (note 31) - - - - {1486) {146)
Share-based payments - - - - 15 15
Cost of shares transferred to employees - - 7 - 112} (5)
At 37st March 2018 221 148 (48) - 1.075 1396
Profit for the year - - - - 263 263
Remeasurements of post-employment benefit assets

and liabilities - - - {63) (63)
Armounts credited 1o hedging reserve - - - - 5
Tax on other comprehensive Income - - - (1) 11 10
Total comprehensive Income - - - 4 211 215
Dividends pald {note 31) - - - (156) (156)
Share-based payments - - - - 15 15
Cost of shares transferred to employees - - 3 - {8) (5}
Tax on share-based payments - - - 1 1
Reclassification - - - 4 (4} -
At 31st March 2019 221 148 (45) 8 1,134 1,466

The notas on pages 173 1o 222 form anntegral part of the accounts

Johnson Matthey
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Accounting policies

for the year ended 31st March 2012

Basis of accounting and preparation - group

The accounts are prepared on & going concern basis 11 accordance vith international Financial Reporting Standards (IFRS) issuec by the
Imernational Accounting Standards Board {IASB) and interpretations issued by the International Financial Reporting Interpretations Commuttee
(IFRIC) or the Standing Interpretations Commuttee (SIC) as adopted by the European Union (EU}

The accounts are prepared on the historical cost basis, except for certam assets and abilities which are measured at fa:r value as explained
below

The group accounts compnse the accounts of the parent company and its subsidiaries, including the employee share ownership trust, and
include the group’s interest (n joint ventures and associates Entities the group controls are accounted for as subsidiaries Entities that are joint
ventures of assoclates are accounted for using the equity method of accounting Transactions and balances between group companies are
eliminated No profit 15 recognised on transactions between group companies.

The results of businesses acquired oy disposed of in the year are consohidated from or up to the etfective date of acquisition or disposal,
respectively The net assets of businesses acquired are recogrised in the consolidated accounts at their fair values at the date of acquisition

Basis of accounting and preparation - parent company

The accounts are prepared on a going concern basis in accordance with Financial Reporting Standard (FRS) 1017, Reduced Disclosure Framework,
issued in September 2015 The parent company apphes the recognition, measurement and disclosure reguirements of iFRS a5 adopted by the
FiJ, but makes amendments where necessary to comply with the Compa-ies Act 2006 and has set out below the FRS 101 disclosure exemptions
avallable to the Company

* the requirements of paragraphs 45(b) and 46 to 52 of IFRS 2 Share-based Payment

the requirements of paragraphs 62, B64{d}), Bo4{e), B64{qg), B64(h), B64(/} to B64(m), B64{n){n}, B&4({a){n} Bb4(p), B64(q)(n), BESH and
B67 of IFRS 3, Business Combinations,

the requirernents of paragraph 33({c) of IFRS 5 Non current Assets Held for Sale and Discontinued Operations,

the requirements of IFRS 7, financial Instruments- Disclosures;

the requirements of paragraphs 9t to 99 of IFRS 13 Fair Value Measurement;

.

the reguirements of the second sentence of paragraph 110 and paragrephs 113{a), 114, 115, 118, 119(a) to (c), 120to 127 and 129 of IFRS 15,
Revenue from Contracts with Customers,

the requirement in paragraph 38 of 1AS 1, Presentation of Financial Statements, to present comparative information in respect of. paragraph
7918} {wv) of IAS 1, paragraph 73(e) of IAS 16, Property, Plant and Equipment, paragraph 118(e) of IAS 38, Intangible Assets, and paragraphs
76 and 79(d} of IAS 40, Investment Property,

the requirements of paragraphs 10{d), 10{f} 16, 38A, 388, 38C. 38D, 40A, 40B, 40C, 40D, 111 and 134 to 136 of |AS 1, Presentation of
Financial Statements,

the requirements of IAS 7, Statement of Cash Flows,

the requirements of paragraphs 30 and 31 of IAS 8, Accounting Policies, Changes in Accounting Estimates and Errars,

the requirements of paragraphs 17 and 18A of 1AS 24, Related Party Disclosures,

the requirements in IAS 24, Related Party Disclosures, to disclose related party transactions entered into between two or more members of a
group, provided that any subsidiary which 15 a party to the transaction 15 wholly owned by such a member; and

the requirements of paragraphs 130(1) (1), 130(f) Q). 134{d) to 134(f} and 135ic} to 135(e) of IAS 36, Imparment of Assets.

The parent company has not presented its own income staiement, statement of total comprehensive income and related notes as permitted
by Sectior 408(3} of the Companies Act 2006. Profit for the year 1s disclosed 1n the parent company balance sheet and statement of changes
inequlty

in the parent campany balance sheet, businesses acguired from other group companies are recognised at book value at the date of acquisition
The differerce between the consideration paid and the book value of the net assets acquired 15 reflected In retained earnings

Johnzon Matthey
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Accounting policies continued

for the year ended 31st March 2019

Significant accounting policies

The group’s and parent company’s significant accounung policies are’

Foreign currencies

Fareign currency transactions are recorded in the functional currency of the relevant subsediary, j0int venture, associate o- branch at the
exchange rate at the date of the fransaction. Foreign currency monetary assets and liabilities are retranslated into the relevant functional
currency at the exchange rate at the balance sheet date

Income statements and cash flows of overseas subsidiaries, joint ventures, associates and branches are translated into sterling at the average
rates for the year Balance sheets of overseas subsidiaries, jomnt ventures, assoc:ates and branches, including any fair value adjustments and
related goodwal!, are translated into sterf'ng at the exchange rates at the nalance sheet date

Exchange differences arising on the translation of the net investment in overseas substdiaries, j0int ventures, assoclates and branches, less
exchange differences arising on related foreign currency financial instruments which hedge the group's net investment in these operations,
are taken to other comprehensive income On dispasai of the net investment, the cumuiative exchange difference 1s reclassitied from equity to
operating profit The group has taken advantage of the exemption allowed 1n IFRS 1, First-time Adoption of international Reporting Standards,
1o deem the cumulative trans!ation difference for alt overseas subswharies and branches to be zero at 15t Apnl 2004

Other exchange differences are recogrused in operating profit

Revenue

Revenue represents income derived from contracts for the provision of goods and services by the parent company and 1ts subsidiaries to
customers in exchange for consideration in the ordinary course of the group's activities.

Performance obligations

Upon approval by the parties to a contract, the contract 1s assessed to identify each promise to transfer erther a distinct good or service or a series
of distinct goods or services that are substantially the same and have the same pattern of transfer to the customer Goods and services are distinct
and accounted for as separate performance obhgations in the contract if the customer can benefit from them either on their own or together
wrth other rescurces that are readlly avallable to the customer and they are separately iderttifiable :n the contract.

The group typicaily sells hicences to 1ts intelfectual property together with other gocds and services and, since these licences are not generatly
distinct in the context of the contract, revenue recegnitien 1s considered at the level of the performance obligation of which the licence forms
part Revenue in respect of performance obligations containing bundles af goods and services in which a licence with a sales or usage-based
royaity 1s the predominant item is recognised when sales or usage accur

Transaction price

At the start of the contract, the total ransaction price is estimated as the amount of consideration to which the group expects to be entitled in
exchange for transferring the promised goods and services to the customer, excluding sales taxes Varnable consideration, such as trade discounts,
Is included based on the expected value ar most kkely amount only to the extent that it i1s highly probable that there will not be a reversal in the
amount of cumulative revenue recognised The transaction price does not include estimates of consideration resulting from contract
maodifications untl they have been approved by the parties to the contract The total transaction price s atlocated to the performance cbligations
identified in the contract in proportion to their relative stand-alone selling prices Many of the group's and parent company's products and
services are bespoke in nature and, therefore, stand-afone selling prices are estimated based on cost plus margin or by reference to market data
for similar products and services

Jehnson Matthey
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Accounting policies continued

for the year ended 31st March 2019

Significant accounting policies (continued)

Revenue (continued)

Revenue recognition

Revenue s recogmised as performance obligations are satisfied as control of the goods and services 1s transferred to the customer

For each performance obligation within a contract. the group and parent company deterrmune whether it 1s satisfied over time or at a point in
time Performance obligations are satisfied ave- time if one of the following critenia 1s satisfied

+ the custemer simultaneously receves and consumes the benefits provided by the group’s and parent company's performance as they perform,
* the group's and parent company's performance creates or enhances an asset that the customer conirols as the asset 1s created or enhanced;

= the group’s and parent company’s perfarmance does not create an asset with an alternative use to the group and parent company and they
have an enforceable right to payment for performarice completed to date

If the over time criteria are met, revenue 15 recognised using an mput methoa based on costs incurred to date as a propoertion of estimated total

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

expense

The majority of the metal processed by the group's and parent company s refining businesses is owned by customers and, therefore, revenue 1s

recogrised over time on the basis that the group and parent company are enhancing an asset controlled by the customer

If the over time critena for revenue recognition are not met, revenue 1s recognised at the paint In ime that control 1s transferred to the customer,

which is usually when legal title passes te the customer and the business has the right to payment, for example, when the goods are despatched

or delivered in line with the Internaticnal Chamber of Commerce's International Commercial Terms (Incoterms #} as detalled in the relevant

contract or on notification that the goods have been used when they are consignment products located at customers’ premises Most of the

group’s and parent company’s contracts satisfy the point in time critena

In the event that the group and parent company enter into bi!l-and-hold transactions at the specific request of customers, revenue 15 recognised

when the goods are ready for transfer to the customer and when the group and parent company are no longer capable of directing those goods

to another use.

Revenue inciudes sales of precious metal to customers and the precious metal content of products sold to customers
Linked contracts under which the group and parent company seli or buy precious metal and commit to repurchase or sell the metal in the future
are accounted for as finance transactions and no revenue 1s recognised 1n respect of the sale leg

No revenue 15 recegmised by the group or parent company In respect of non-monetary exchanges of precious metal on the basis that the
counterparties are in the same line of business

Consideration payable to customers

Consideration payable to custorners in advance of the recogrition of reveniue In respect of the goods and services to which it refates 1s capitahsed
and recognised as a deduction to the revenue recogrised upon transfer of the goods and services to the customer

Costs to fulfil a contract

Contract futfilment costs in respect of over time contracts are expensed as incurred Contract fulfilment costs in respect of point in time contracts
are accounted for under 1AS 2, Inventories

Contract receivables
Contract recewvables represent amounts for which the group and parent company have an unconditional nght to consideration in respect of
unbilted revenue recognised at the balance sheet date

Contract liabilities

Contract habihties regresent the obligation to transfer goods or serv-ces to a customer for which consideration has been received, or consideration
1s due, from the customer
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Accou nting policies continued

for the year ended 31st March 2019

Significant accounting poticies (continued)
Finance costs and finance income

Finance costs that are directly attributable to the construction of an asset that necessarily takes a substzrtiat period of time to get ready for it
intended use are capitalised as part of the cost of that asset Other finance costs and finance income are recognised In the income statement In
the year incurred

Grants

Grants related to assets are included in deferred income and released to the income statement 1in equal instelments over the expected useful hves
of the related assets Grants related to income are deducted in reporting the related expense

Research and development

Research expenditure is charged to the income staterment in the year incurred Development expend:ture 15 charged to the income statement in
the year incurred unless it meets the recegmton critena for capitabsation When the recognition criteria have been met, any further
development expenditure Is capitalised as an intangtble asset

Property, plant and equipment

Froperty, plant and equipment Is stated at cost less accumulated depreciation and any provisions for impairment Depreciation is provided at
rates calculated to write-off the cost less estimated residual vatue of each assel over 1ts useful life Certain freehold builgmgs and plant and
equipment are depreciated using the units of production method as this more closely reflects their expected consumption All other assets are
depreciated using the straight-line method The usefu! hives vary according 1o the class of the asset, bat are typically

* {easehold property - 30 years {or the hie of the lease if shorter),
* freehold buildings — 3G years, and
+ plant and equipment - 4 to 10 years

Freehold land 1 not depreciated

Goodwill and other intangible assets

Goodwill anses on the acguisition of a business when the fair value of the consideration exceeds the fair value attributed to the net assets
acquired (including contingent liabitities) It 1s subject to annual iImpairment reviews. Acguisition-related costs are charged 1o the income
statement as incurred The group and parent company have taken advantage of the exemption allowed under IFRS 1 and, therefore, goodwill
arnsing on acquisitions made before 1st Apnil 2004 15 included at the carrying amount at that date less any subsequent impairments

Other intangible assets are stated at cost less accumulated amortisation and any prowisicns for impairment Customer contracts are amortised
when the relevant income stream occurs Alf other intangible assets are amortised by using the straight-line method over the useful lives from
the time they are ftrst available for use The estimated useful lives vary according to the specific asset, but are typically

* custamer contracts and relanonships - 1 1o 15 years,

* capitalised computer software - 3 to 10 years.

= patents, trademarks and licences - 3 to 20 years,

» acquired research and technology - 4 to 10 years, and

* capitalised development currently being amartised - 3 to 8 years

Intangible assets which are not yet being amortised are subject to annual impairment reviews
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Accounting policies continued

tor the year ended 31st March 2015

Significant accounting policies (continued)
Investments in subsidiaries

Investments in subsidiaries are stated 1n the parent company’s balance sheet at cost less any provisions for impairment If a distnibution is
received from a subsid:ary, the investment in that substdiary is assessed fer an indication of impairment

Leases

Leases are classified as finance leases whenever they transfer substantially all the nisks and rewards of ownership to the group The assets are
included in property. plant and equipment and the capital elements of the leasing commitments are shown as obligations under finance leases
The assets are depreciated on a basis consistent with similar owned assets or the lease term if shorter. The interest element of the lease rentat 15
included n the income staterment

The group leases, rather than purchases, precious metals to fund temporary peaks in metal requirements provided market condrtions allow.
These leases are from banks for specified periods (typically a few manths) and the group pays a fee which s expensed on a straight-line basis
over the lease term in finance costs The group holds sufficient precious metal inventories to meet all the abligations under these lease
arrangements as they fall due

All other |eases are classified as operating leases ard the lease costs are expensed on a straight-line basis over the tease term 1n operating profit

Precious metal inventories
Inventories of gold, silver and platinum group metals are valued according to the source from wnich the metal 1s obtained Metal which bas been

purchased and committed to future sales to customers 1s valued at the price at which 11 1s contractually commtted Other precicus metal inventories
owned by the group, which are unhedged, are valued at the lower of cost and net realisable value using the weighted average cost formula.

Cther inventories

Non-precious metal inventories are valued at the lower of cost, including attr butable overheads, and net realisable value Except where costs are
specifically identified the first-in, first-out cost formula 1s used to value inventories

Cash and cash equivalents

Cash and deposits comprise cash at bank and in hand and short-term deposits with a maturity date of three months or less from the date of
acquisition Money market funds comprise investments in funds that are subject to an insignificant nsk of changes in fair value The group and
parent company routinely use shart-term bank overdraft facilities, which are repayable on demand, as an integral part of their cash management
policies and, therefore, cash and cash equivalents include cash and deposits, money market funds and bank overdrafts Offset arrangements
across group businesses have been apphed to arrive at the net cash and averdraft figures.

Financial instruments — accounting policies applied since 1st April 2018

Investments and other financial assets

The group and parent cormpany classify therr financial assets in the following measurement categories

* those measured at fair value esther through other camprehensive income or through profit or lass. and

+ those measured at amortised cost

At inttial recogmition, the group and parent company measure financial assets at fair value plus, in the case of financial assets not measured at
fair value through profit or foss, transaction costs that are directly attnibutable to their acquisiion

The group and parent company subsequently measure equity investments at fair value and have elected to present fair value gains and losses an
eauity investments in other comprehensive income There s, therefere, no subsequent reclassification of cumulative fair value gains and losses te
protit or loss foliewing disposal of the investments

The group and parent company subsequently measure trade and other receivables and contract receivables at amortised cost, with the exception
of trade rece vables that have been designated as at fair value through other comprehensive income because the group has certain operations
with business madels to hold trade recewvables for collection or sale All other financial assets, including short-term receivables, are measured at
amortised cost less any imparrment provisicn

Faor trade and contract recevables, the group and parent company apply the simphified approach permitied by IFRS 9, Financial Instruments,
wrich requires expected lifetime losses to be recognised from nitial recognition
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Accounting policies continued

for the year ended 31st March 2019

Significant accounting policies (continued)
Financial instruments - accounting policies applied since 1st April 2018 (continued)
Derivative financlal instruments

The group and parent company use derivative financial instruments, in particular forward currency contracts, currency swaps and interest rate
swaps to manage the financial nsks associated with their underlying business activities and the financing of those activities The group and
parent company do not undertake any speculative trading activity in derivative financial instruments

Derivative financial instruments are measured at their fair value. Derivative financial instruments may be gesignated at inception as fair value
hedges. cash flow hedges or net investment hedges If appropriate For currency swaps designated as instruments in cash flow or net investment
hedqging relationships, the impact from currency basis spreads 15 included in the hedge relationship and may be a source of ineffectiveness
recogrised in the income statement Benvative financial imstruments which are not designated as hedging instruments are classified as at fair
value through profit or less, but are used to manage financial risk Changes in the fair value ot any derivative financial instruments that are not
designated as, or are not determined to be, effective hedges are recognised immediately In the income statement The vast majority of forward
prectous metal price contracts are entered inte and held for the receipt or delivery of precious metal and, therefore, are not recarded at fair value

Cash fiow hedges

Changes 1n the fair value of dervative financial Instruments designated as cash flow hedges are recogmised in other coraprehensive Income to the
extent that the hedges are effective Ineffective portions are recognised 11 the income statement immediately Hf the hedged item results in the
recognition of a non-financial asset or Lability, the amount previously recognised in other comprehensive income is transferred out of equity and
included in the imittal carrying amount of the asset or iability Otherwise, the amount previously recogmised 1n other comprehensive income 1s
transferred to the income statement in the same period that the hedged item 15 recognised in the income statement. [f the hedging instrument
expires or 15 sold, terminated or exe-cised, the hedge no longer meets the criteria for hedge accounting or the designation 1s revoked, amounts
previously recognised in other comprehensive income remam in equity untit the forecast transaction occurs If a forecast transaction 1s no longer
expected to occur the amounts previously recognised in other comprehensive Income are transferred to the income statement If a forward
precious metal price contract wiil be settled net in cash, 1t s designated and accounted for as a cash flow hedge

Fair value hedges

Changes in the fair value of dervative financial instruments designated as fair value hedges are recognised in the income statement, together
with the related changes in the fair value of the hedged asset or hability Fair value hedge accounting (s discontinued if the bedging instrument
expires or is sold, terminated or exercised, the hedge no longer meets the critena for hedge accounting or the desigration is revoked

Net investment hedges

For hedges of net investments 1n foreign operations, the effective partion of the gain or loss on the hedging instrument 1s recognised 1n other
camprehensive income, while the ineffective portion 15 recagnised in the income statement Amounts taken to other comprehensive income are
reclassified from equity to the Incormne statement when the foreign operations are sold or liquidated

Financial liabilities

Borrowings are measured at amortised cost unless they are designated as being fair value hedged, in which case they are remeasured for the fair
value changes in respect of the hedged risk with these changes recognised in the Income statement All other financial hatihitres, including short-
terrn payables, are measured at amortised cost

Precious metal sale and repurchase agreements

The group and parent company undertake Iinked contracts 1o sell or buy precious metal and commit to repurchase or sell the metal in the future
An asset representing the metal which the group and parent company have committed to sell or a habibity representing the oblgation to
repurchase the metal are recognised in trade and other receivables or trade and other payables, respectively
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Accounting policies continued

for the year ended 31st March 2019

Significant accounting policies (continued)
Financial instruments - accounting policies applied until 31st March 2018
Derivative financial instruments

The group and parent company use derivative financial instruments, in particular farward currency contracts and currency swaps, 1o manage the
financial nsks associated with their underlying business activities and the financing of those activities The group and parent company do not
undertake any speculative trading activity In denvative financial instruments

Derivative financial instruments are measured at their fair vaiue Dervative financial insiruments may be designated at mception as fair value
hedges, cash flow hedges or net investment hedges :f appropriate Denvative financial instruments which are not designated as hedging
instruments are classified as held for trading, but are used to manage financial risk

The vast majority of forward precious metal price contracts are entered into and held tor the receipt or delivery of precious metal and, therefore,
are not recorded at fair vaiue If a forward precrous metal price contract will be settied net in cash then it i1s designated and accounted for as a
cash flow hedge

Changes in the fair vatue of any denvative financ:al instruments that are not designiated as, or are not determmed to be, effect:ve hedges are
recognised immediately in the income staterment

Changes 1n the fair value of derivative financial instruments designated as fair value hedges are recognised in the Income statement, together
with the related changes in the fair value of the hedged asset or hability Fair vatue hedge accounting 15 discontinued if the hedging instrurment
expires or is sold, terminated or exercised, the hedge no longer meets the critenia for hedge accounting or the designation is revoked

Changes in the fair value of derivative financial instruments designated as cash flow hedges are recognised in other comprehensive iIncome to the
extent that the hedges are effective tneffective portions are recognised in the income statement imrediately If the hedged itemn results in the
recognition of a non-financial asset or liability, the amount previously recagrised in other comprehensive rncome is transferred out of equity and
included in the mitial carrying amount of the asset or bability Otherwise, the amount previousty recognised 1n other cormprehensive incame 15
transferred to the income statement in the same period that the hedged item 15 recognised in the income statement If the hedging instrument
expires or 1s sold, terminated or exercised, the hedge ne longer meets the criteria for hedge accounting or the designation is revoked, amounts
previously recogrused in other comprehensive income remain in eguity untl the forecast transaction occurs. If a forecast transaction is no longer
expected to occur, the amounts praviously recognised In other comprehensive income are transferred to the income staterment

For hedges of net investments in foreign operations, the effective portion of the gain or loss on the hedging instrument 15 recogrised in other
comprehensive income, while the ineffective portion is recognised in the income statement Amounts taken to other comprehensive income are
reclassified from equity to the incame statement when the foreign eperations are sold or liquidated

Other financial instruments
All other financial instruments are initially recognised at fair value pius transaction costs Subsequent measurement is as follows.

Borrowings are measured at amortised cost unless they are designated as being fair value hedged, in which case they are remeasured for the
fair value changes in respect of the hedged risk with these changes recognised in the income statement

Avallable-for-sale investments which are investments m equity instrurents that have a quoted market price in an active market are fair valued
at that price with the gain or loss recognised in other comprehensive income Investments in equity instruments that do not have a quoted
market price In an active market are valued at fair value If it can be measured reliably with the gain or toss recognitsed in other comprehensive
income If the fair value cannot be measured reliably, they are measured at cost

Other avallabie-for-sale investments are measured at fair value with irterest calculated using the effective interest method recognised in
finance income and the rematning gain or loss recognised 11 other comprehensive incormne until the investment 1s derecogrised At that time,
the cumulative gain or loss recogmised in other comprehensive iIncome will be transferred to the iIncome statement

All other financial assets and liabthties, including short-term recevables and payables, are measured st amartised cost less any impairment provision

Taxation

Current and deferred tax are recognised in the income statement, except when they relate to items recagnised directly in equity, in which case
the related tax 15 also recagnised in equity

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

Deferred tax is provided in full, using the liabihty method, on temporary differences arising between the tax bases of assets and habilities and
their carrying amounts in the balance sheet It is provided using the tax rates that are expected to apply in the period when the asset or hability 15
settled, based on 1ax rates that have been enacted or substantively enacted at the balance sheet date

Deterred tax assets are recognised to the extent that 1t s prabable that future taxable prafits will be available against which the temporary
differences can be utiised No deferred tax asset or lrability 1s recognised in respect of temporary differences associated with investments 1n
subsicdiaries and branches where the group 1s able to centrol the tirming of the reversal of the temporary difference and 1t 15 probable that the
temnporary difference will not reverse in the foreseeable future
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Accounts

Accou nting policies continued

for the year ended 31st March 2018

Significant accounting policies {continued)
Pravisions and contingencies

Provisicns are recognised when the group has a present obligation as a result of a past evenl and a reliable eshmate can be made of a probable
adverse cutcome, for example warranties, environmental claims and restructuring Otherwise, matenial cantingent habilitres are disclosed unless
the probability of the transfer of econormic benefits 1s remote Conungent assets are only disclosed if an inflow of economic benefits s probable

The parent company considers financial guarantees of its subsidianes’ berrowings and p-ecious metal leases to be irsurance contracts

Share-based payments and employee share ownership trust (ESOT)

The fair value of shares awarded to employees under the performance share plan, restricted share plan, long term incentive pian and deferred
bonus plan Is calculated by adjusting the share price on the date of allocation for the present value of the expected dividends that will not be
received The resulting cost 15 charged to the income statement over the -elevant performance periods, adjusted to reflect actual and expected
leveis of vesting where appropriate

The group and parent company provide finance to the £50T to purchase company shares i the open market Costs of running the ESOT are
charged to the income statement The cost of shares held by the ESOT 1s deducted in arriving at equity until they vest unconditionally with
employees

Post-employment benefits
The costs of defined contribution plans are charged to the incerpe statement as they fall due.

For defined benefit plans, the group and parent company recognise the net assets o- liabilities of the plans in their balance sheets Assets are
measured at their fair value at the balance sheet date Liabilities are measured at present value using the projected unit credit method and a
discount rate reftecting yields on high quality corporate bonds The changes in plan assets and liabilities, based on actuarial adv-ce, are
recognised as follows

The current service cost 1s deducted in arriving at operating profit

.

The net interest cost, based on the discount rate at the beginning of the year, contrnibutions paid in and the present value of the net defined
benefit liabihties during the year, 1s included in finance casts

Past service costs and curtaillment gains and losses are recogrised in operating profit at the earlier of when the plan amendment or
curtallment occurs and when any related restructurning costs or termination benefits are recognised

Gains or losses arising from settlements are included 1n operating profit when the settlement occurs

Remeasurements, representing returns on plan assets, excluding amounts inciuded in interest, and actuarial gains and losses arising from
changes in financial and demographic assumptions, are recognised in other comprehensive income

Sources of estimation uncertainty

Determining the carrylng amounts of certain assets and liabitities at the batance sheet date requires estimation of the effects of uncertain future
events In the event that actual outcomes differ from those estimated, there may be an adjustment to the carrying amounts of those assets and
hiabihties within the next financial year The significant risks of material adjustment to the group's and parent company's financial position dunng
the vear ending 315t March 2020 relate to the valuation of the labitities of the defined benefit pension plans and tax provisions The group and
parent company have considered cther estimates that, whilst not deemed to represent a significant nsk of material adjustment to the group's and
parent company’s financial position during the year ending 31st March 2020 represerit important accounting estimates

Post-employment benefits

The group's and parent company's defined benefit plans are assessed annually by gualified independent actuanies. The estimate of the habiities
of the plans is based on a number of actuanal assumptions

There 15 a range of possible values for each actuarial assumption and the point within that range is estimated to most appropniately refiect the
grougp’s and parent company's circumstances Small changes in these assumptions can have a sigrificant impact on the estimate of the habilhities
of the plans A description of those discount rate and inflation assumptions, together with sensitivity analysis, 1s set out in note 30 1o the group
and parent company accounts
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Accounting policies continued

for the year ended 31st March 2019

Sources of estimation uncertainty {conunued)
Tax provisions

Tax provisions zre determined based on the tax laws and regulations that apply in each of the jurisdictions in which the group operates Tax
provisions are recognised where the impact of those laws and requlations 1s unclear and 11 is probable that there will be a tax adjustment
representing a future outflow of funds 10 a tax authority or a consequent adjustment to the carrying value of a tax asset

Provisions are measured using the best estimate of the most likely amount, being the most ikely amount in a range of possible outcomes The
resolution of tax positions taken by the group can take a considerable period of time to conclude and, in some cases, 1t 1s difficult to predict the
outcome Group current Income tax habibives at 3 1st March 2019 of £120 million (2018 £149 mutlion) include tax provisions of £162 million
{2018 £86 million) and the estmation of the range of possible outcomes 1s an increase 1n those habilties by £60 milhon (2018 £61 million}
to a decrease of £61 mdlian {2018 £50 millien} The estimates made reflect where the group faces routine tax audits or 15 In ongoing disputes
with tax authonties, has identified potentiai tax exposures relating to transfer pricing, or 1s contesting the tax deductibility of certain business costs

Goodwill and other intangible assets

The group and parent ¢company have significant intangible assets fram both busiress acquisitions and vestments in new products ane
technalogies Some of those acquisitions and investments are at an early stage of commercial development and, therefore, carry a greater risk
that they wilt not be commercially viable Goodwill and intangible assets not yet ready for use are not amortised, but are subject to annual
impairment reviews Other intangible assets are amortised from the time they are first ready for use and are assessed for iImpairment when there
1s a triggering event that provides evidence that they are imparred

The impairment reviews require the use of estimates of future profit and cash generation based on financial budgets and plans approved by
management generally covening a three-year peried, and the pre-tax discount rates used in discounting projected cash flows

Refining process

The group's and parent company’s refiming businesses precess significant quantities of precious metal and there are uncertainties regarding the
actual amount of metal in the refining system at any one time. The group’s refining businesses process over four million cunces of platinum
group metals per annum with a market value of around £3 7 bilhan. The majonty of metal processed 1s owned by customers and the group and
parent company must return pre-agreed quantities of refined metal based on assays of starting matenals and other contractual arrangements,
such as the timing of the return of metal The group and parent company caiculate the profits or losses of their refining operations based on
estimates, including the extent to which precess losses are expected during refining The risk of process losses or gains depends on the nature of
the starting material being refined, the specific refining processes applied, the efficiency of those processes and the contractual arrangements

Stocktakes are performed to determuine the volume and value of metal within the refining system compared with the calculated estimates, with
the variance being a profit or a loss. Stocktakes are, therefore, a key control in the assessment of the accuracy of the profit or loss of refining
operations Whilst refiming 1s @ complex, large-scale industrial process, the group and parent company have appropniate processes and controls
over the movement of material in their refineries.

Judgements made in applying accounting policies

The group and parent company use precious metal owned by customers in their production processes 1t has been determined that this metal s
not controtled by the group or parent company and, therefore, 1t 1s not recognised on the balance sheet

The group and parent company manage precious metal inventeries by entering into physically settled forward sales and purchases of metal
postt:ons 1n line with a well established hedging pohcy The own use exemption has been adopted for these transactions and, therefore, the
group and parent company do not fair value such physically settled contracts

In the course of preparing the accounts, no other judgernents have been made i the process of applying the group’s and parent company's
accounting pol:cies, other than those involving estimations, that have had a significant effect on the amounts recognised in the accounts
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ACCOUﬂtiﬂg policies continued

for tne year ended 31st March 2015

Changes in accounting policies
Standards effective from 1st April 2018

IFRS 9, Financial Instruments, and IFRS 15, Revenue from Contracts with Customers, became effective frorm 15t Aprid 2018 The impacl of
adoption 15 set out in note 39

Standards effective from 1st April 2019

IFRS 76, Leases

IFRS 16 1s effective from 15t April 2019 Whilst lessor accounting 1s similar te 1AS 17, lessee accounting 1s sigruficantly different Under IFRS 16,
the group and parent company vl recegnise on the balance sheet a right-of-use asset and a lease liab:hity for future lease payments in respect
of all leases unless the underhying assets are of low value or the lease term is 12 months or less In the income statement, rental expense on the
impacted leases vall be replaced with depreciation on the right-of-use asset and interest expense on the lease lability The new stendard will
primartly impact the accounting for the group’s and parent company's operating leases as their activities as a lessor are not sigruficant

The graup and parent company will apply the simplfied transition approach and will not restate comparative amounts for the year ended
31st March 2019 All nght-of-use assets will be measured at the amount of the lease hatiity on adopticn (adjusted for any prepaid or accrued
lease expenses)

As at 375t March 2019, the group has non-cancellable aperating lease commitments of £76 milllon (see note 35), of which approximately
£2 million relates to short term |eases which wilt be recognised in the income statement on a straight-ine basis under IFRS 16

For the remaining lease commitments, the group expects to recognise right-of-use assets and lease labilities of approximately £75 milion on
1st April 2019 The discounted lease labilities include cancellable lease term extension options which are not included in the operating lease
commitments note but are expected to be exercised The group estimates that profit before tax will be reduced by approxomately £1 million in
the year ending 315t March 2020 as a result of adopting IFRS 16

It 15 unciear whether contracts entered .nto by the group and parent company to lease metal from third parties constitute leases as defined by
IFRS 16 Specificaily, 1t 15 not clear whether the leased metal represents a defined asset given its fungible nature However, on the basis that there
15 No alternative accounting standard applicable to these transactions, the group and parent company will continue to recognise the expense in
the Income statement on a straight-line basis, with no recogniticn on the balance sheet

IFRIC 23, Uncertainty over Income Tax Treatments

IFRIC 23 15 effective from st April 2019 The interpretation clarthies how to recognise and measure current and deferred Income tax assets and
labilities where there 1s uncertainty over a tax treatment The group dees not expect IFRIC 23 to have a matenial impact on its reported results or
net assets

The group does not consider that any other standards or interpretations issued, but not yet effective will have a significant impact on 1ts reported
restlts or net assets

Non-GAAP measures

The group uses various measures 1o manage its business which are not defined by generally accepted accounting principles (GAAP} The group's
management believes these measures provide valuable additional information to users of the accounts in understanding the group's
performance The principa! non-GAAP measures are as follows

* Sales- note t

* Underlying operating profit - note 1

= Working capital days (exciuding precious metals) — note 22
* Net debt - note 24

* Return on invested capital {ROIC) - note 31

+ Net debt {including post tax pension deficits) te underlying EBITDA (Earnings Before Interest, Tax, Depreciation and Amortisation} — nate 31
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Notes on the accounts

for the year ended 31st March 2019

1 Segmental information

The group has four operating sectors, Clean Aur, Efficient Natural Resources, Health and New Markets, and a corporate headguarters that
retains certan costs that have not been allocated to the aperating secters The Group Management Committee (the chie® operating decisicn
maker as defined by IFRS 8, Operating Segments) maritors the results of these operating sectors to assess performance and make decisions
about the allocation of resources Each operating sector 1s represented by a member of the Group Management Committee ~hese operating
sectors represent the group’s reportable segments Their principal activities are described on pages 78 to 85 The performance of the
operating sectors ts assessed on sales and underlying operating profit

Sales

Definition: Revenue excluding sales of precious metais to custemers and the precious metal content of products sald to customers

Purpose: The group beheves that sales is a better measure of the growth of the group than revenue Total reverue can be heavily distorted
by year on year fluctuaticns in the market prices of precious metals and, in many cases, the value of precious metals 1s passed directly on
10 customers

Underlying operating profit
Definition: Operatng profit excluding profit or loss on gisposal of businesses {note 5/, ga or loss on significant legal proceedings, logether
with associated legal costs (note 8), amortisatior of acquired intangibles {note 7} and major impairment and restructuring charges {note 8)

Purpose; The group believes that underlying operating profit provides a better guide to the underlying performance of the group

Sales between segments are made at market prices, taking 1nto account the volumes involved

Accounts

Revenue, sales and underlying operating profit by segment

The group did not receive revenue from any indwidual external customer which represents more than 10% of the group's total revenue
from external customers during the year ended 3 1st March 2019 Following the restatement of the prior year comparative for revenue
{see note 3G}, no individual customer represented more than 10% of revenue during the year ended 31st March 2018

Year ended 31st March 2019

Efficient

Natural
Claan Air Resources Heslth  New Markets Corporate  Eliminations Total
£ million E million £ million £ million £ million £ million £ millien
Revenue from external customers 4,948 5,074 259 464 - - 10,745
Inter-segment revenue 210 2,608 - 9 - (2,827) -
Revenue 5,158 7,682 259 473 - {2,827) 10,745
External sales 2,719 880 256 359 - - 4214
Inter-segment sales 1 111 1 3 - {116} -
Sales 2,720 991 257 362 - {116} 4,214
Underlying operating profit {note 4) 393 181 43 2 (53) - 566

Year ended 3 1st March 2018

[T

Natural
Cican M Hoso_rees Fealty Now bAcricts O pOiat £l rminaticns loizl
Restatp Detalend
fmchen Firnio C o [T Pl Tl fronlen
Revenue from external customers 4,248 5.389 252 385 - - 10274
Inter-segment revenue 260 2,342 - 18 - (2.620) -
Revenue 4,508 7.731 252 403 - (2,620) 10274
External sales 2,454 B45 247 300 - - 3 846
Inter-segment sales - i - 12 - (123} -
Sales 2.454 956 247 312 - (123} 3 846
Urderlying operating profit (note 4) 349 158 44 17 {43) - 525

St 33
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Accounts

Notes on the accounts continued

for the year ended 31st March 2019

1 Segmental information {continued)

Reconciliation from underlying operating profit to operating profit by segment
Year ended 31st March 2019

Efficiant
Natural
Clean Alr Resources Health  New Markets Corporate Total
£ million £ million £ miillon £ millien £ million £ million
Underlying operating profit (note 4) 393 181 43 2 (53) 566
Loss on disposal of businesses {note 5} - - - (12) - (12)
Loss on significant legal proceedings {note &} - - - - {17) {17)
Amortisation of acquired intangibles {note 7) {3) {6} - (5} - {14)
Major iImpairment and restructuring charges (note 8} - - 7 - 1 8
Operating profit 390 175 50 (15) {69) 531
Year ended 31st March 2018
Lt ert
Satieral
Clear An Qewaur ey Hralth  New Va ket [erpey -t T}
t s =r 1o £ milcn [N 7 rallon t o hen
Underlying operating profit (note 4) 349 158 44 17 {43) 525
Loss on disposal of businesses {note 5) - - - (7) - {7}
Less on sigruificant legal proceedings (note 6} (50) - - - - (50}
Amortisation of acquired intangibles {note 7) (3) (7) - {9} - (19}
Major impairment and restructuring charges (nhote 8} - 113) (56) (21} - (90)
Operating profit 296 138 12) {20} {43) 359
Other segmental information
Year ended 31st March 2019
Efficient
Natural
Clean Air Resources Health New Markets Corporate Total
£ miillon £ milllon £ milllon £ miiiton £ million £ million
Segmental net assets 1,339 1,243 496 235 108 3,421
Net debt (866)
Post-employment benefit net assets and habilities 103
Deferred income tax net habilities (33)
Provisions and non-current other payables (34)
investments In joint venture and associate 20
Net assets 2,611
Capital expenditure 124 53 29 48 69 323
Other additions to non-current assets {excluding
financial, deferred tax and post-employment
benefit net assets) 3 - - - - 3
Total additions to non-current assets 127 53 29 48 69 326
Depreciatior and amortisation 69 49 19 9 n 157
Amaortisatton of acquired intangibles (note 7) 3 6 - 5 - 14
Total depreciation and amortisation 72 55 19 14 1 171

Johnsen Matthey
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Segmental information (continued)
Year ended 31 March 2018

Segmental net assets

Net debt

Post-employment benefit net assets and liabilities
Deferred income tax net habihties

Provisions and non-current other payables
Investments in joint venture and associate

Nel assets

Capital expenditure

QOther additions to non-current assets {excluding
financial, deferred tax and post-employment
benefit net assets)

Tetal additions to non-current assets
Depreciation and amortisation
Amortisation of acquired intangibles (note 7)

Total depreciation and amortisatien

Seg e 39

Notes on the accounts continued

for the vear endec 31st March 2019

Vlear A
Fmarsn

1,133

71

82

74

Féfont
Nafura
Qe e Heslth, hen Vo ket
Flestatag
SN SN fmlin Feibow
1,084 481 208
49 40 18
45 40 18
47 21 8
7 -~ 9
54 21 17

Loaprrate To b
Tl

A X frollon
10t 3007
(679)

133
(146)
{56)

20

2379

39 217

- 11

39 228

6 156

- 19

6 175

The group's country of domicile 1s the UK. Revenue from external customers based on the customer’s location and non-current assets based

on the location of the assets are presented below

UK

Germany

Rest of Europe

USA

Rest of North America

China (including Hong Kong)
Rest of Asia

Rest of World

Sub-total

investments at fair value through other comprehensive income
nterest rate swaps

Deferred income tax assets

Post-employment benefit net assets

Total

See e e ¥

Ravene trom

exterhdl tus ornzis
2019 201¢
Rt atesd
£ million fmilhor
1,838 1,793
1,252 1,198
1,869 1,510
2,567 2,520
205 212
1,199 1,342
1,267 1,190
548 509
10,745 10,274

P oL arreril =seis
2me PARAS]
£ mlilion fmhon
924 849
266 276
257 236
440 399
32 33
183 159
124 112
18 18
2,244 2,082
52 56
13 6
58 48
209 236
2,576 2.428

Johnson Matthey
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Accounts

Notes on the accounts continued

tor the vear ended 31st March 2019

2 Revenue

Principal products and services

The group’s principal products and services by operating sector and sub-sector, together with information regarding performance
obhigations and revenue recognition, are shown in the table below

Sector Sub-sector Pdmary industry Principat products and services
Clean Air  Light Duty Automotive Catalysts for cars and ather hght
Catalysts duty vehicles
Heavy Duty Automotive Catalysts for trucks, buses and
Catalysts non-rcad equipment
Efficient Catalyst Chemicals / Speciality catalysts and additrves
Natural Technologies oil and gas
Resources Process technology licences
Engineerirg design services
Platinum Group  Various Platinum Group Metal refiming and
Metal Services recyching services
Precious metal and other precious
metal procucts
Platinum Group Metal chemical and
industrial products
Advanced Glass Automative Precious metal pastes and enamels
Technologres
Diagnostic Ol and gas Detection, diagnostic and
Services measdurement solutions
Health Generics Pharmaceuticals Active pharmaceutical ingredients
Innovatars Pharmaceuticals Active pharmaceutical ingredients
New Alternative Automotive Battery materials and fuel cell
Markets Powertrain technologies
Consumer goods Battery systems for a range
of applications
Medical Device Fharmaceuticals Products found 1n devices used
Components in medical procedures
Life Science Pharmaceuticals Advanced catalysts
Technologies agnriculture
Revenp e ot mod e penas or whethe the B enees s dist et the context of the s onact

OVenye Iy Fecorsed over T on one siga Aicant contract

Johnson Matthey
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Performance obligations

Point in time

Point in time

Revenue recognition

On despatch
or delivery
On despatch
or debivery

Pomnt in ime

Cver time

Qver time
Over time
Point in time
Point 1n time
Point in time

Over time

Point i time’

Point in time

Point in time
Point in time
Pcint in time

Point i time

On despatch

or delivery
Based on costs
incurred or
straight-line over
the licence term’
Based on costs
Incurred

Based on costs
incurred

On despatch

or delivery

On despatch

or delivery

On despatch

or delivery

Based on costs
incurred

On despatch
or delivery
On despatch
or delivery

On despatch
or delivery
On despatch
or defivery
On despatch
or delivery
On despatch
or delwery



Notes on the accounts continued

for the vear ended 31st March 2019

2 Revenue (continved}

2019
Efficient
Natural
Claan Air Resources Health  New Markets Total
£ million £ million £ millien £ miilion £ million
Revenue from external customers by princlpal products and services
Metal 2,229 4,194 3 105 6,531
Heavy Duty Catalysts 938 -~ - - 938
Light Duty Catalysts 1,737 - - - 1,737
Catalyst Technologies - 504 - - 504
Platinum Group Metal Services - 233 - - 233
Advanced Glass Technolog.es - 75 - - 75
Diagnostic Services - 68 - - 68
Generics - - 171 - m
Innavators - - 85 - 85
Alternative Powertramn - - - 206 206
Medical Device Components - - - 70 70
Life Science Technologues - - - 46 46
Other 44 - - 37 B
Revenue 4,948 5,074 259 464 10,745
Revenue from external customers by point in time and over time
performance obligations
Revenue recognised at a point in time 4,948 4,869 233 464 10,514
Revenue recognised over time - 205 26 - 31
Revenue 4,948 5,074 259 464 10,745
PRIt
Fifwenl
Natursl
(rean Aur Hesoinges Hea tF Mew Markets lotel
Resla®e } kesta &t
[ANINTY Frtlen Foardnoe Trallan ol
Revenue from external customers by principal products and services
Metal 1,794 4. 544 5 B85 6428
Heavy Duty Catalysts B46 - - - B46
Light Duty Catalysts 1,564 - - - 1564
Catalyst Technologies - 478 - - 478
Platinum Group Metai Services - 228 - - 228
Advanced Glass Technologtes - 82 - - 82
Diagnostic Services - 57 - - 57
Genencs - - 173 - 173
Innovators - - 74 - 74
Alternative Powertrain - - - 153 153
Medical Device Components - - - 3] 69
Life Science Technolagies - - - 41 41
Other 44 - - 37 81
Revenue 4. 248 5,389 252 385 10,274
Revenue from external customers by point in time and over time
perfarmance cbhigations
Revenue recognised at a point In time 4,248 5,213 217 385 10 063
Revenue recagnised over tiume - 176 35 - 21
Revenue 4,248 5,388 252 385 10,274
sewr s A
fohnson Matthey
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Accounts

Notes on the accounts continued

for the year ended 31st March 2019

2 Revenue (continued)
Unsatisfied performance obligations

At 37st March 2019, for contracts that had an onginal expected duration of more than one year, the group had unsatisfied performance
abhgations of £323 million, representing contractuaily committed revenue to be recognised gt a future date Of th's amount, £38 milhon s
expected to be recognised within one year and £285 million Is expected to be recognised after one year

Payment terms

The group supplies goods and services on payment terms that are consistent with those standard across the industry and 1t does not have
any contracts with a material financing component Where revenue 15 recognised over bme, payment terms are generally consistent wath
the timeframe over which revenue is recognised

3 Effect of exchange rate movements on translation of sales and underlying operating profit of foreign operations

Average exchange rates used for translation of the results of foreign operations

2019 38
US dollar / £ 1.3t10 1328
Eura/ £ 1.134 113134
Chinese renminbi/ £ 8.81 879

The matn impact of exchange rate movements on the group's sales and underlying operating profit comes from the translat.on of the results
of foreign operations into sterling

Yaar ended Year et dod st March 7015 “terpar
31st March At fast par ¢ Arthis year s This wear's
9 el rates rates
£ mililon £l Sl n %,
Sales
Clean Ar 2,720 2,454 2,451 +11
Efficient Matural Resources a9 S$56 956 +4
Health 257 247 250 +3
New Markets 362 312 310 +17
Inter-segment sales (116) {123) (124}
Sales (note 1) 4,214 3,846 3,843 +10
Underlylng operating profit
Clean Air 393 349 349 +13
Effictent Natural Resources 181 158 158 +i5
Health 43 44 45 -4
New Markets 2 17 17 -85
Corporate {53) (43) {43)
Underlying operating profit {note 4) 566 525 526 +8

Jshnson Matthey
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Notes on the accounts continued
for the vear ended 31st March 2019

4 Underlying profit reconciliations

Urderlying profit and earnings are non-GAAP measures that the group believes provide a better quide to the underlying performance of the group
These measures exclude profit or loss on disposal of businesses, gan ar 1oss on significant legal proceedings. together with associated legal costs,
amortisaton of acguired intangibles and major impairment and restructunng charges, and are reconciled to their equivalent GAAP measures below

2019 248
£ million fmillen
Underlying operating profit {note 1) 566 525
Less on disposal of businesses {note 5) {(12) {7)
Loss on sigmticant legal proceedings (note 6) (17 {50)
Amartisation of acquired intangibles (nate 7} (14) (19)
Major mmpairment and restructuring charges (note 8) B (90}
Operating profit 53 359
Underlying profit before tax 523 4856
Lass on disposal of businesses {note 5) {12} {7)
Loss on sigrificant legal proceedings (note 6) (17 (50}
Amortisation of acquired intangibles (note 7) (14} (19)
Major impairment and restructuring charges {note 8) 8 (30}
Profit before tax 488 320
Tax on underlying profit before tax (83) 186)
Tax on loss on disposal of businesses (note ) 4 -
Tax on loss on significant legal proceedings (note 6+ 3 16
Tax on amortisation of acquired intangibles (note 7) 3 4
Tax on major impairment and restructuring charges (note 8) (2) 21
Tax thereon 8 41
Tax rate changes (note 13) - 23
Income tax expense {75) {22)
Underlying profit for the year 440 400
Loss on disposal of businesses {note 5) {12) {(7)
Loss on significant legal proceedings (note 6) {17) {50}
Amortisation of acouired intangibles (note 7} {14} {19}
Major impairment and restructuring charges {note 8} 8 {90)
Tax thereon B8 41
Tax rate changes {note 13} - 23
Profit for the year 413 298

5 Loss on disposal of businesses
Profit ar loss on disposal of businesses Is shown separately on the face of the Incorne statement and excluded from underlying operating
profit On st February 2019, the group sold its water distnfection business, Miox After costs, the net proceeds were £2 rmullion which
resulted in a loss on sale of £12 million Net assets sold comphise intang ible assets (£9 million), property, plant and equipment {£2 mithon}
and working capital (£3 million) In the prior year, the group sold its UK automative battery systerns busiress After costs, the net proceeds
were £5 milhon which resulted in a loss on sale of £7 m:llion

6 Loss on significant legal proceedings
Gains and losses on significant legal proceedings, together with associated legal costs, are shown separately on the face of the iIncome
statement and excluded from underlying operating profit in April 2019, the group pavd £17 millien 10 respect of a settlement with a
customer on mutually acceptable terms with no adrission of fault relating to failures 1n certain engine systems for which it suppl ed a
camponent in the US The settlement has been recogrised in the year ended 31st March 2013 on the basis that t contirms that tne group
had a present obligation at the year end In the prior year, the group recognised a charge of £50 millicn in connection with the resolution
of a contract dispate lawswit related to a component supplied by the group 1in the US

7 Amortisation of acquired intangibles

The amorusation of intangible assets which anse on the acquisttion of businesses together with any subsequent impairment o these
intangible assets, 15 shown separately on the face of the income statement and excluded from underlying operating pro®it

Johnson Matthey 1 7 9
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Notes on the accounts continued

for tne year ended 31st March 2019

B Major impairment and restructuring charges

Major impairment and restructuring charges are shown separately on the face of the income statement and excluded from underlying
operating profit As part of the group's operational efficiency programme announced on 31st March 2017, a restructuring and impairment
charge of £90 million was incurred 1n the priar year The £90 million comprised £66 million asset write offs, £11 milhon provisions and
£13 mullion cash costs Incurred Contained within the £90 miliion were ¢osts for reduncancies and business or plant closures as part of the
optimisation of the manufacturing footprint in Health {including £356 milhon relating to the closure of the Riverside, US, manufacturing
facility and £17 million relating to the exit of certain operations in Portugal) The group s at an advarced stage of negot:ations to sell the
Riverside site for £7 millign, net of costs, and an equivalent amaunt of the prior year impairment has been reversed durning the year erded

31st March 2019

9 Operating profit

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

Total research and development expenditure
Less Development expenditure capitalised

Research and develocpment charged
Less Externat funding received - from governments
- from other grganisations

Net research and development charged

nventories recognised 3s an expense
Write-down of inventories recognised as an expense
Reversal of wnite-down of inventores from increases in net realisable vafue

Net losses on foreigh exchange
Net gains on foreign currency forwards at fair value through profit or loss

Depreciation of property, plant and equipment

Amortisation of internally generated intangible assets included in cost of sales
Amoertisation and imparrment of other intangible assets included In ~ cost of sales
- distribution costs
- administrative expenses
- amortisation of acquired intangibles (note 7)
- major impairment and restructunng charges {ncie 8}

Amartisation and impairment of other intangible assets

Operating lease rentals payable — minimum lease payments

0 restated see note 49

10 Fees payable to auditors

Fees payable to the company's auditor and its associates for
The audit of these accounts
The audit of the accounts of the company’s subsicharies

Total audit fees

Audit-related assurance services
Other assurance 5erviCes
Other services

Total non-audit fees

Total fees payable to the company's auditor and Its associates

2019 AN
£ million oo s
190 193
(19) (18)
m 175
(12) 18)
(2) (4)
157 163
8,715 8413
25 26
(5) (5)
10 10
(6) (9)
142 143
6 9

2 4

1 1

6 2
14 19
- 4
29 39
17 19
2019 st
£ million fmillen
0.9 c8
1.7 14
2.6 22
0.2 01
- 04
0.3 03
0.5 08
33 30

Fees payable for services to the group's pension plars for the audit of the pension plan accounts were £0 1 mithan (2018 £0 * mifhon)

Audit tees pard to other auditos were £ril (2078 £0 1 milhon)

Johason Matthey
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Notes on the accounts continued

for the year ended 315t March 2019

11 Employee numbers and costs

Average number of employees

2019 8
Cean Aur 5,679 5302
Efficient Natural Resources 3,602 3670
Health 879 992
New Markets 1,855 1.538
Corporate 873 817
Average number of employees 12,988 12319
The number of temporary employees included abave at 31st March 2019 15 526 {2018 367)
Year-end headcount
At 315t March 2019 A SEar MBICh 2UTH
Actual Agency Total Actad Aqeray Iotal
employees staff headcount er it e szl “zdadLount
Clean A« 5919 629 6,548 5,470 554 6024
Efficient Natural Resources 3,645 163 3,808 3.711 171 3.882
Health 858 8 866 964 113 1.077
New Markets 1,934 343 2,277 1714 429 2143
Corporate 1,043 253 1,296 356 148 1004
Total 13,399 1,396 14,795 12,715 1,415 14,130
Employee benefits expense
2019 208
RENEICS]
£ million £ llen
Wages and salaries 593 548
Social security costs 64 59
Post-employment costs 56 69
Share-based payments 17 17
Termination benefits 1 5
Employee benefits expense FEL 698
12 Net finance costs
M9 2018
Hectated
£ millian [ ri lan
Net loss on remeasurement of foreign currency swaps held at fair value through profit or loss {1) (3}
Interest payable on financial Labilities held at amortised cost and interest on related swaps {37) (30)
Interest payable on other ligbihties (69) (29)
Interest on post-employment benefits - (1
Total finance costs {107) (63)
Interest recervable on financial assets held at amortised cost 3 4
Interest recelvable on other assets 58 21
Interest on post-employment benefits 3 -
Total finance income 64 25
Net flnance costs (43) (38)

See ot )

Johnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2015

13 Tax expense

Current tax

Corporation tax on profit for the year

Benefit from previously unrecognised tax losses, tax cred-ts or temporary differences
Adjustment for prior years

Total current tax

Deferred tax

Crigination and reversai of temporary differences

Tax rate adjustments

Recogrition of previously unrecognised deferred tax assets
Adjustment for prior years

Total deferred tax

Tax expense

The tax experse can be reconciled to profit before tax in the Income statement as fallows

Profit before tax

Tax expense at UK corporation tax rate of 19% (2018 19%)
Effects of

Overseas tax rates

Expenses not deductible for tax purposes

Losses and other temporary differences not recognised

Recognition or utilisation of previously unrecognised tax assets

Adjustment for prior years

Patent box / innovation box

Other tax incentives

Tax rate adjustments

Disposal of businesses

trrecoverable withholding tax

Other

Tax expense

2019
£ million

(1)
(5)
(2)

2

75

20e
£ mililon

488
93

2
3
7
(6)
(9)
(19)
{4)
{1)
(2)
6
5

75

2004
Lmihn

104
(1}
(11}

92

(35)
(25)
(9)
(1)

(70}
22

2170
L mHen

320
61

Losses and other temporary differences not recognised includes cur-ent year tax losses arising in Canada, Brazil and China which are not

expected to be used in the foreseeable future.
Recognition or utihisation of previously unrecognised tax assets 15 mainly the recognition of tax incentives in Poland

Adjustments for prior years 1s mainly current and deferred tax adjustments in respect of Macedomia.

Cther tax incentives includes research and development tax incentives in the US, China and fapan and other tax incentives in Poland

Tax rate adjustments in the prior year included £24 million and £1 million relating to the US and UK, respectively The US federal tax rate was
reduced from 35% to 21% with effect from 1st jJanuary 2018 in line with this change, the rate applying to US deferred tax assets and
liabilities at 31st March 2018 was reduced from 37% to 23% (including state taxes), creating a US tax rate adjustment which was partly

reflected in the consolidated income statement and partly tn the consolidated statement of comprehensive income

Irrecoverable withhelding tax and other :nclude movements on certain global tax provisions where the ulttmate outceme cannot be

ascertained with certainty

Johnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2019

14 Tax on other comprehensive income

2019 20t
Before tax Tax HNet of tax tefare tas 1ax Net o~ tan

£ milllan £ million £ million Lmder SO Lmilen

Items that will not be reclassified to the income statement
Remeasurements of post-employment benefit assets

and habilities {69} 13 {56) 103 118) 85
Fair value losses on equity investments at fair value through

other comprehensive income (3) - {3) - - -
Tax rate adjustments - - - - 113) (13}
Items that may be reclassified to the Income statement
Exchange differences on transiation of foreigh operations 22 1 23 (55} 1 (94)
Amounts credited to hedging reserve 4 {1 3 5 (1) 4
Fawr value (losses) / gains on net investment hedges (1) - i) 6 ~ 6
Fair value losses on other investments at fair value through

other comprehensive income (1) - (1) - - -
Total other comprehensive income (48) 13 (35) 19 (31} {12)

The US federal tax rate was reduced from 35% to 2 1% with effect from 15t January 2018 1n Line with this change, the rate applying
to US deferred tax assets and habilities at 33st March 2018 was reduced from 37% to 23% {including state taxes}, creating a US tax
rate adjustment which was partly reflected in the consolidated income statement and partly in the consolidated statement of
comprehensive income

15 Earnings per ordinary share

2019 2008
pence pence
Basic 215.2 155 2
Diluted 214.6 1550

Earmings per ordinary share have been calculated by dividing profit for the year by the weighted average number of shares in 1ssue during
the year

2019 08

Welghted average number of shares in issue

Basic 192,128,811 191,985,992
Dilutien for long-term incentive plans 559,693 246,916
Diluted 192,688,504 192,232,908

Underlying earnings per ordinary share have been caiculated by dividing underlying profit for the year {note 4) by the weighted average
nember of shares in ssue during the year

Accounts

2018 n 8
pence prenice

Underlying earnings per share
Basic 228.8 2084
Diluted 228.2 2081

ATt oaat

Johnsan Matthvey
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Notes on the accounts continued

for tne year ended 31st March 2019

16 Property, plant and equipment

Group
e od Asspts
Ireshold {201 £10rt Flant an- the course o
and v eings legset raad m-che ey eIt el Tivel
S frodog, [ININED S cllan Froidle

Cost
At Tst Apnl 2017 588 27 1,882 237 2734
Additians 7 - 40 114 161
Reclassification between categories 21 - 114 {135) ~
Disposals (12) - (23) (1) {38)
Disposal of businesses {note 5} - - i3 - {3)
Exchange adjustments {26} 2) (89} s3] (123)
At 31st March 2018 578 25 1,919 208 2731
Additions 10 1 60 164 235
Reclassification between categories 13 1 63 (77} -
Reclassification as held for sale (7] - - {1} (8)
Transfer from other intangible assets (note 18) - - 11 - 11
Disposals - (3} (40) - (43)
Disposal of businesses (note 5} - - (2) - 12)
Exchange adjustments 13 1 45 1 60
At 31st March 2019 607 25 2,056 296 2984
Accumulated depreciation and impairment
At st Aprnil 2017 244 15 1,234 6 1,499
Charge for the year 20 1 122 - 143
impairment losses 7 - 30 3 40
Disposals (8} - {24) - (32)
Disposal of businesses (note 5) - ~ {1 - (1)
Exchange adjustments (13) (1) (59) - 173)
At 31st March 2018 250 15 1,302 9 1576
Charge for the year 19 1 121 1 142
Impatrment {reversals) / losses (6) - - 1 {5)
Reclassification as held for sale [%8] ~ - - {1)
Reclassification between categories {1) 1 (5) 5 -
Disposals (3} (37 - (40)
Exchange adjustments 7 1 33 41
At 31st March 2019 268 15 1,414 16 1713
Carrying amount at 31st March 2019 339 10 642 280 1,21
Carrying amount at 31st March 2018 328 10 617 200 1.155
Carrying amount at 1st Apnl 2017 344 12 648 231 1,235

finance costs capitalised were £4 million {2018 £4 million) and the capitalisation rate used to determine the amount of finance costs

eligible for capitaiisation was 3 2% {2018 3 3%}

in the prior year, impatrment losses of £40 million were included in major iImpairment and restructuning charges (note 8) The impairment
inciuded £30 ruilion relating to the closure of the Riverside, US manufactunng facility in Health The recoverable amount of the plant was
estimated to be nif based on fair value less costs to sell using level 2 inputs (see note 33) reflecting ils speciakised nature

The group 1s at an advanced stage of negotiations to sell the Riverside site for £7 mulhien, net of costs, and an equivalent amount af the prior

year impairment has been reversed during the year ended 315t March 2012

Johnson Matthey

ArnaAtle wtan A vt il



Notes on the accounts continued

for the year ended 31st March 2015

16

17

Property, plant and equipment (conunued)

Parent company

Cost

At 31st March 2018

Additions

Reclassification between categories

Transfer from other intangibie assets (note 18)
Disposals

At 315t March 2019

Accumulated depreciation and impairment
At 31st March 2018

Charge for the year

Reclassificaticn between categories

Disposals

At 31st March 2015

Carrying amount at 31st March 2019
Carrylng amount at 31st March 2018

Frashatd an
arn” ooy
I

130
(1

129

58
4
{1}

61

68
72

traard
shore

legneh v dd

Ton'lor

- 1t

Hant an~
tiechy ey
toarslet

556
31
9
11
(13)

592

382
33

(15}
400

192
174

Arsrse
tha znurses
wese ¢ e

Soralle

31
29
(9)

51

51
31

Torl
Fandlor

719
60

1
(i5)

775

441
37

(15)
463

312
278

Finance costs capitaiised were £2 million (2018 £2 million) and the capitalisation rate used to determine the amount of finance costs

elgible for capitalisation was 3 2% (2018 3 3%)

Goodwill

Cost

At 1st April 2017

Disposa! of businesses {note 5)
Exchange adjustments

At 315t March 2018
Exchange adjustments

At 31st March 2019

Impalrment

At Tst Apnl 2017
Impairment losses

Al 31st March 2019 and 31st March 2018

Carrying amount at 31st March 2019
Carrying amount at 31st March 2018
Carrying ameount at 1st April 2017

Gareup
e abban

607
(9}
(13}

585

578
574
607

Porent
wmpzny
£ llen

123

123

123
123
123

The impairment {osses in the year ended 31st March 2018 of £11 milhon were included in major impairment and restructuring charges

(note 8)

Johnson Matthey
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Notes on the accounts continued

fortne year ended 3 1st March 2019

17 Goodwill (continued)

Geodwill arsing on the acquisition of businesses is allocated, at acquisition, to the cash-generating units (CGUs) that are expected to benefit
from that business combination Goodwill 15 allocated as follows

Ll 2o} Pzrent (Gmpans
2019 201 2019 RN
£ milon Lol £ miltlon Lmilen
Clean Air
- Heavy Duty Catalysts B85 85 - -
Efficient Natural Rescurces
- Catalyst Technologies 267 264 13 113
- Diagnostic Services 50 50 - -
- Other 3 3 - _
Health
- Pharma Matenats EU 117 17 - -
- Innovators 27 26 2 2
New Markets 29 29 8 8
578 574 123 123
Mew Merkes con prises CO s wilns oodwill b arioes 8w v Guay tess thar L HErallior

The group and parent company test goedwill annually for impairment or more frequently if there are indications that goodwill might be
impaired The recoverable amounts of the CGUs are determined using value i use calculations which generally use cash flow projectons
based on financiat budgets and plans covering a three-year period approved by management. The budgets and plans are based on a number
of key assumptions, including market share, expected changes to selling prices, product profitability, precious metal prices and cther direct
input costs, based an past experience and management's expectations of future changes 1n the markets using external sources of
Information where appropriate Unallocated corporate costs are split between CGUs using a revenue-based methodology These cash fiows
are then extrapolated using the long term average growth rates for the relevant products, industries and countnies in which the CGUs
operate The cash flows are discounted at the group s estimated pre-tax weighted average cost of capital adjusted for the estimated tax cash
flows and risk applicable to each CGU

The key assumptions are

Liuscout Lrate Long term growdl -a'e
2019 e 019 1B
Clean Air
- Heavy Duty Catalysts 9.5% 9.9% -1.0% 0 0%
Efficient Natural Resources
- Catalyst Technologies 10.3% 10 5% 2.7% 2 4%
- Dsagnostic Services 10.3% n/a 1.3% n/a
Health
- Pharma Materals EU B8.6% 8 1% 4.0% 2 8%
- Innovatars 9.2% 8 8% 3.0% ? 8%

Different long-term growth rates are used for the Clean Air - Heavy Duty Catalysts CGU because of expected macroeconomic trends in the
industry in which the business operates The growth rate for years four to ten s expected to be 1% (2018, 1.5%) After that, growth s
expected to slow and therefore, the long term growth rate above 15 used for year 11 onwards.

The impairment tests result iIn headroom aof at least 50% over the carrying vatue of the net assets of the material CGUs

|ohnson Matthey

Arr,

ATe A a0



Notes on the accounts continued

for the vear ended 31st March 2015

18 Other intangible assets

Group
LUsto ner Fforte Aequires
snlracts and Lo mpatar tazer a ks tesectr b and Eevenpn et
Reletior s Sl ware At L eer ce tor oy, Fxp=nTilure Tey ~|
Entis oo fmlon fraben EANIR f mbier
Cost
At 15t Apnl 2017 164 154 71 64 176 629
Additions - 38 - - 18 56
Disposals - (1) - - - (1}
Disposal of businesses (note 5) (5 - - (R3] - (16)
Exchange adjustments (7 (3) 2) - 114} (26)
At 31st March 2018 152 188 69 53 180 642
Additions - 63 5] - 15 88
Transfer to property, plant and equipment {note 16} - {11} - - - (11}
Disposals - 19} - - - {9}
Disposal of businesses (note 5) - - (13} (n m (15}
Exchange adjustments - - 1 - 8 9
At 31st March 2019 152 231 63 52 206 704
Accumulated amortisation and Impalrment
At 1st April 2017 106 52 30 35 118 341
Charge for the year 9 5 3 6 9 32
Impatrment losses 1 - 3 1 2 7
Disposals - {1} - - - (D]
Disposal of businesses (note 5) {5) - - (11} - {16)
Exchange adjustments (4) (2) (1) - {9) {16)
At 31st March 2018 107 54 35 EX 120 347
Charge for the year 6 9 4 4 6 29
Disposals - (9) - - - (9}
Disposal of businesses (note 5} - - (5) {1 - (6}
Exchange adjustments 1 - 1 - 5 7
At 31st March 2019 114 54 35 34 131 368
Carrying amcunt at 31st March 2019 38 177 28 i8 75 336
Carrying amount at 31st March 2018 45 134 34 22 60 295
Carrying amount at st Apnit 2017 58 102 41 29 58 288
Parent company
Faterts Acquired
fomputer trader-arks research and L eloprrert
Sol wdre anrl [ Ler 7es technology expend ture Totel
o ofue I anllon £ amtlion Tellon [enlbe i
Cost
At 31st March 2018 148 33 11 16 208
Additions 62 6 - 7 75
Transfer to property, plant and equipment (note 16} (11) - - - (11)
Disposals {9) - - - (9)
Disposal of businesses - {13) ) {1} {15)
At 31st March 2019 180 26 10 22 248
Accumulated amortisation and impairment
At 31st March 2018 23 6 4 9 42
Charge for the year 6 1 1 6 1}
Disposais {3) - - - {9)
Disposal of businesses - (5) {1) {6)
At 31st March 2018 20 2 4 5 41
Carrylng amount at 31st March 2019 170 24 6 7 207
Carrying amount at 3151 March 2018 125 27 7 7 166
Johnson Matthey
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Notes on the accounts continued

for the year ended 315t March 2019

19

20

21

Investments in subsidiaries

Lostot

ey ™enls ALY 3ED Carryirg

TTSUTISH 1= | e un ey et A"k unt

£ d o frmitpn fmilen

At Tst Aprid 2017 2.255 (192} 2063
Impairment losses - 166) (66)
At 37st March 2018 2,255 (258} 1,997
Additions 12 - 12
Disposals (97} - (97)
At 31st March 2019 2,170 (258) 1,912

tmpairment losses in the year ended 31st March 2018 were recegnised following changes to the group's structure The subsidianes are
shown in note 38

Investments in joint venture and associate
2019 U8
£ million trolhen
Investment 1n joInt venture 5 5
Investment 1 assocate 15 15
Investments In joint venture and assoclate 20 20
The movements in the year were
Jey ol wendur 2 Asiniizie Tonel
LIRINN] Trodfan fmien
At 1st April 2017 6 16 22
Group's share of loss for the year - [y (1}
Dividends received (n - (1}
At 31st March 2018 and 31st March 2019 5 15 20

The group has an 11 1% interest in the ardinary share capital of Shanghai Bi Ke Clean Energy Technology Co L1d (CECC) and has significant
influence 1n this entity as CECC requires unammaus board decsions As & result, this investment 1s accounted for s an investment an an
associate in the group accounts In addition, the parent company has a revenue share agreement with CECC which s accounted for as a
non-current investment at fair value through other comprehensive income (note 21},

During the year ended 31st March 2019, the group made purchases from its joint venture and associate totating £1 million (2018 £rul)

Non-current investments at fair value through other comprehensive income

Lreup Fatenl cuitiig 1y
2019 2 2019 24 4
£ million Fuolon £ million fllen
Quoted bonds purchased to fund pension deficit 52 53 -
Unquoted investments - 3 7
52 56 7 7

Johnson Matthey
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Notes on the accounts continued

for tne year ended 31st March 2015

21 Non-current investments at fair value through other comprehensive income (continued)

There is no active market for the unquoted Investments and, therefore, they are categorised as level 3 (nate 33} The group's unquoted
investment was impaired by £3 million durning the year as the group expects 1o realise a nomunal amount from 1its sale The parent
company's investment s the revenue share agreement with CECC (note 20} Movements in the unquoted investments in the year

are shown below

Forent

Group COTIE Ny

zrilion t mHlen

At 1st April 2017 4 7

Impairment losses 3] -

At 31st March 2078 3 7

Imparrment foss (3 -

At 31st March 2019 - 7

22 Inventories

Twiny I'etenil cothipntey

2019 niF 2019 238

Res.atod “estatad

£ millon Lorior £ million £ milen

Raw materials and consumabies 277 232 42 31

Work in progress 750 400 311 103

Finished goods and goods for resale 289 292 77 75

Inventorles 1.316 924 430 209

The group also holds customers materials in the process of refining and fabricat'on and for other reasons

Working capital days (excluding precious metals)

Definition; Non-precious metal related inventories, trade and other receivables and trade and ather payables (including any classified as
held for sale) divided by sales for the {ast three months multiplied by 90 days

Purpose: A measure of efficiency in the business with lower days driving higher returns and a healthier iiguidity position for the group

]

2019 2R

Restated

£ million t m hon

Inventories 1,316 924
Trade and other receivables (note 23) 1,553 1304
Trade and other payables (note 27) (1,647) {1.228)
Total working capital 1,222 1.000
Less Precious metal working capial {590} 1404}
Warking capital {excluding precious metals) 632 596
Average working capital days {excluding precicus metals) 59 62

Seer rote 31

Johnson Matthey
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Notes on the accounts continued

far the year ended 31st March 2018

23 Trade and other receivables

Current

Trade receivables

Contract recevables

Amounts receivable from subsidiaries

Prepayrments

Value added tax and other sales tax recewable

Advance payments to customers

Amounts recevable under precious metal sale and repurchase agreements
Other recewvables

Current trade and other receivables

Non-current

Amounts recevable from subsidiaries
Prepayments

Advance payments to customers

Nen-current trade and other receivables

See noe 39

2019

£ miltian

1,204
43
109
33

5

97

62

1,553

18

39

Lreup
PHIIR
Restated
Froabor

1,049
36
85
34

1
56
43

1,304

21

38

Yeront comod 1y

2019

£ million

206

945
33
5

75
50

1,314
1,009

1,010

iy
Hestatad
Codlen

165

1.043
19
1

56
33

1333

1113

1113

Of the parent company's amounts receivable from subsidiaries, £131 miliion s impaired (2018: £128 muthon} Future expected credit

losses on amounts recevable from subsidiaries are immaternial

The fair vatue of the precious metal contracted to be sold by the group under sale and repurchase agreements s £113 million

(2018 £60 million)

|ohnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2015

24 Net debt
Definition: Cash and cash equivalents, borrowings and related swags.

Purpose: Management of capital and committed borrowing facilites

Lats up Fersnt corera -y
2019 2ulF 2018 B
e sled Tesletee]
£ millian £l £ miilion {oillen
Cash and cash equlvajents
Cash and deposits 86 203 11 82
Money market funds 347 171 347 171
Bank overdrafts (59) (70) (33) {45)
Cash and cash equivalents 378 304 325 207
Net debt
Non-current borrowings and refated swaps {1,073} {951) (1,066) (951)
Bank overdrafts (59) (70) (33} {46)
Other current borrowings and related swaps (184) (38) {107} (4)
Total borrowings {1,316) {1,059} (1.206) 11 001}
Cash and deposits 90 203 LA 82
Money market funds 347 171 347 171
Non-current interest rate swaps 13 [} 13 6
Net debt {866) (679) {835) {742}
Bank and other loans
1 945% €124 million European Investment Bank {EiB) loan 2019 - {109) - {109)
$50 million KfW IPEX-Bank GmbH (KfW) loan 2020 (38) {36) (38) (36)
4.66% €100 million Bonds 2021 {(B6}) (87) (86) (87}
€166 million E1B loan 2022 (143} (14%) (143} {145)
3 26% $150 mullien Bonds 2022 (116) (106) (116} (106}
2 99% $165 rmuthon Bonds 2023 (127) (117} (127} (117}
2 44% €20 million Bonds 2023 (17) {17) {17} (17)
3 57% £65 million Bonds 2024 {65) {65} {65) (65)
3 565% $50 mullion KfW loan 2024 (38) (36} (38) (36
3 14% $130 million Bonds 2025 (100) (a7} {100) (97)
1 40% €77 milion Bonds 2025 (68) - (68) -
2 54% £45 rmlhon Bonds 2025 {45) - {45) -
3 39% $18C mihion Bonds 2028 (138) {128) {138) (128)
1 81% €90 million Bonds 2028 (80) - (80) -
Cther bank and other loans repayable 1n one to two years {7) - - -
Cross currency interest rate swaps designated as net investment hedges {5) (7 - -
Cross currency interest rate swaps designated as fair value hedges - - (5) (7)
Interest rate swaps designated as fair vatue hedges - m - (1)
Non-current borrowings and related swaps (1,073} {951) (1,066) (951)
1 945% €124 million EIB loan 2019 (107) - (107} -
Other bank and other loans (77) {36) - (2}
Cross currency interest rate swaps designated as net investment hecges - {2} - -
Cross currency interest rate swaps designated as farr value hedges - - - {2)
Other current borrowings and related swaps (164) (38) {(107) 4)
Cross currency interest rate swaps designated as cash flow hedges 8 &} 8 6
Interest rate swaps designated as fair value hedges 5 - 5 -
Non-current interest rate swaps 13 3] 13 6
See prte 34

The 3 26% $150 million Bonds 2022 have been swapped into floating rate US doflars The 1 40% €77 rmulhon Bonds 2025 and the 1 81%
€90 mil'ion Bands 2028 have been sweapped inte floating rate euros $100 mithon of the 3 14% $130 rmullion Bonds 2025 have been
swapped (nto sterling at 2 83%

All borrowings bear inferest at fixed rates with the exception of the <fW loar 2020, the FIB loan 2072 and the bank overdrafis, which bea-
interest at commercial floating rates

johnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2019

25 Movements in assets and liabilities arising from financing activities

26

Noncash  ownents
tasq Poreil” Ferrve us =nd
[T e g ye ¢ ther
e LI Tarsen et D el 2018
Hostolod
Lt -~ Lo im len Lt — il un £ milllon
Non-carrent assets
interest rate swaps 6 - {1} - g 13
Non-current liabllities
Borrowings and related swaps {951) 1202) 110 {26} 14} (1,073)
Current labllitles
Other borrowings and related swaps (38) (39) (109} - (184)
{241) - (26) 6
Dradends paid to equity shareholders 156
Interest paid 108
Net cash outflow from financing activities 23
Ninocash v omeronts
Ldsn Toreiqe Farvazue and
Gntflone)) oxd oy e lher
o7 o oflow IR [Tl A mover e sF 28
Resialed Kestates ~estated
L e inn Ll o Lnolen Lrriluor -rifton tmlicn
Non-current assets
Interest rate swaps 17 - (2) - (9) &
Non-current liabilities
Borrowings and related swaps (1,011 - 4 58 (2} (951)
Current habilities
Other borrowings and related swaps (20) (16} (2) - -~ (38}
Other financial habihities? {1} 1 - - - -
(15) - 58 (nn
Dividends paid to equity shareholders 146
Interest paid 65
Net cash outflow from financing activities 196
Sed nore 39
A8 1 prese pted sose patatesy anAgyse fair va De Tevem enrs naet debr r-atng oo hedge st emey -5
Fore i excham e swaps desg atend as heages of g netinves nen o forean operat (s
Other financial assets and liabilities
N fratent comnipar y
201% A0 201¢ AN
£ milllon [ RINE £ millien il
Other financial assets
Forward foreign exchange contracts designated as cash flow hedges 5 6 5
Forward precious metal price contracts designated as cash flow hedges 1 - 1 -
Forward foreign exchange contracts and currency swaps at fair value througn profit or loss 16 17 ]
Other financial assets 22 15 23 15
Other financial labilities
Forward foreign exchange contracts desrgnated as cash flow hedges {3) {21 (4) 4)
Forward preciaus metal price contracts designated as cash flow hedges - (3) - {3)
Forward foreign exchange contracts and currency swaps at fair value through orofit or loss {(10) (7 {10) {7y
Other financlal liabllities {(13) 12y {(14) (143

Johnson Matthey
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Notes on the accounts continued
for the year ended 31st March 2019

27

28

Trade and other payables

Current

Trade payables

Contract habilities

Amaunts payable to subsidiaries

Accruals

Amounts payable under precious metal sale and repurchase agreements
Gther payables

Current trade and other payables

Non-current
Amounts payable to subsidiaries
Other payables

Non-current other payables

see e 39

2rQap

2019 Zd1L
Hestzled
£ million 1l
637 597
85 59
332 269
525 222
68 81
1,647 1,228
5
5 5

Pont compans

2019

£ milllon

229
17
1,734
112
483
21

2,596

486
3

489

298
Hagtared!
fmllen

205
13
2,152
97
198
28

2,693

489

492

The fair value of the precious metal contracted 1o be repurchased by the group under sale and repurchase agreements is £502 million

{2018 £216 milhon}

Provisions
Group

At 1st April 2018
Charge for the year
Utthsed

Released

Exchange adjustments

At 31st March 2019

Current
Non-current

Total provisions

The restructuring provisions are expected to be fully utilised by 31st March 2020

Warran-v anc

Res actur g tecnnology
Privasng provs sans

Lowlhen £n it

15 S

- 3
(8) (M
(4) (1

3 10

Othor
DU SIS
Zeatlon

27
2
(14)
(1)
2

16

2018
£ million

20
9

29

letzl
L m han

51
5
{23)
6)
2

29

2008
t mdhon

37
14

51

The warranty and technology provisions represent management's best estirate of the group's liability under warranties granted and
remed al work required under technology licences based on past expenence in Clean Air, Efficient Natural Resources and New Markets

Warranties generally cover a period of up to three years

The other provisions include environmental, anerous lease and legal provisions ansing across the group Amounts provided reflect
management’s best estimate of the expenditure required to settle the cbligations at the balance sheet date They are expected to be fully

utilised within the next 15 years

During the prior year, the groap recognised a charge in connection with the resolution et a contract dispute lawsuwit related to a8 component
supplied by the group In the US (note 6). At 31st March 2019, there is a provision of £3 miilion (2018 £18 milion) in respect of this

settiement agreement which s estirnated to be fully utilised by 3151 March 2020

johnson Matthey
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for the year ended 31st March 2015

28 Provisions {continued)

29

Parent company

At 1st April 2018
Charge for the year
Uttlised

At 315t March 2019

Current
Non-current

Total provisions

The restructuring provisions are expected to be fully utilised by 31st March 2020

Heostructurine Gtheor
£70Us On5 A0y SN lotel
Croalow rolle 1 mBn
4 18 22
- 7 7
(3) (2) (5)
1 23 24
2019 &
£ million £m lhen
23 5
1 17
24

22

The other provisions mclude onerous contracts and provisions to buy metal to cover pasitions created by the parent company selling metal
belonging to subsidianies Amounts provided reflect management's best estimate of the expenditure required to settle the obligations at the

balance sheet date

Deferred taxation
Group

At 1st April 2017

(Credit) f charge to the income statement

Tax on fterns taken directly to or
transferred from equity

Exchange adjustments

At 315t March 2018

Charge / {credit) to the Income statement

Disposal of businesses [note 5)

Tax on items taken directly to or
transferred from equity

Exchange adjustments

At 31st March 2019

Deferred tax assets
Deferred tax liabihties

Preperty
paiard
equ pmenl
fmin
54
(29)

4

21
8

Pyt

employmenl

tenefits
fouror

(3}

31
2

30
?

23

SOV $I0hs
Tl on

(22)
(5)

(1)
{25)

I've lones
fmillen

(13}
2

{10}
(8)

(18)

I rancib es
bl o

34
an

(2)

21
i

21

Uthet
Saoeall gny

34
(24)

m
9

(9)
1

2019
£ miftlon

(58)
9

33

Tersd
deferied tax
tassets) +
nabihties
Fonlbon

87
(70)
31

(2)

46
(2}
1

(13)
1
i3

PN
Lo lhan

{48)
94
46

Deductible temporary differences, unused tax losses and unused 1ax credits not recognised on the balance sheet total £157 million (2018
£147 mullicn), of which £25 milhon is expected to expire within 5 years, £12 million within 5 to10 years, £20 million after 10 years and

£100 mullion carry NO expiry date

De‘erred tax hatilthies have not been recognised on temporary differences of £1,672 rmullton {2018 £1,416 mullion] associated with

investments i subsidiaries

johnson Matthey
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Notes on the accounts continued

for the vear ended 31st March 2019

29

30

Deferred taxation {continued)

Parent company

Tor=l

Frope-ty Fast- deferted tax

pat 4cd e gt vnent fassels) ©

i pinen| LRI O RGIRYNN e Grtes VoAb e ihi=r Sabit il

frlien Fnltan T fmiin fmibiw “amallen £l

At Tst Apni 2017 2 25 (1) {7) - 8 27

(Credit) / charge to the Income statement (&) 3 {1 2 - 1 {1
Tax on items taken directly to or transferred

from equity - 17 - - - - 17

At 315t March 2018 {4) 45 {2} {5} - 9 43

Charge / (credit) to the income statement 5 6 1 (6} I [ 5
Tax on items taken directly to or transferred

from equity - (11 - - - 1 (10}

At 315t March 2019 1 40 (1) {11} 1 9 39

Deductible temporary differences, unused tax losses and unused tax credits not recognised on the balance sheet are £2 million
{2018 £2 million) and have no expiry date.

Post-employment benefits

Group
Backgreund
Pension plans

The group operates a number of post-employment retirement and medical benefit plans around the world The retirement plans 1n the UK,
US and other countries inciude both defined contribution and defined benefit plans.

For defined contribution plans, retirement benefits are determined by the value of funds anising from contributions paid in respect of each
employee and the Investment returns on those contributions prior to retirement

For detined benefit plans, which include final salary, career average and other types of plans with committed pension payments, the
retirement berefits are based on factors, such as the employee’s pensicnable salary and length of service The majority of the group's final
salary and career average defined benefit retirement plans are closed to new entrants, but remain open to ongoing accrual for current
mermbers

Regulatory framework and governance
The UK pension plan, the Johrison Matthey Employees Pension Scheme {(JMEPS}, 15 a registered arrangement established under trust law

and, as such, 15 subject to UK pension, tax and trust legislation It 1s managed by a corporate trustee, JMEPS Trustees Limited. The trustee
hoard includes representatives appointed by both the parent company and employees, and includes an independent chawrman

Although the parent company bears the financial cost of the plan. tae trustee directors are responsible for the overall management and
governance of IMEPS, including compliance with all applicable fegislation and reguiations. The trustee directors are required by law to act in
the interests of all relevant beneficiaries and to set certain policies, to manage the day-to-day administration of the benefits, and to set the
plan's investment strategy following consultation with the parent company

UK pensions are regulated by the Pensions Requlator whose statutory objectives and regulatory powers are described on its website
www thepensionsregulator gov uk

The US penston plans are qualified pension arrangements and are subject to the requirements of the Employee Retirement Income Security
Act, the Pension Protection Act 2006 and the Department of Labor and Internal Revenue The plans are managed by a pension committee
which acts as the fiduciary and, as such, is ultrmately responsible for the management of the plans' investments compliance with all
apphcable legistation and requlations, and overseeing the general management of the plans

Other trustee or fiduciary arrangements that have similar responsibilities and obligations are in place for the group's other funded definec
benefit pension plans cutside of the UK and US

Johnson Matthey
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Notes on the accounts continued

for tne year ended 31st March 2015

30 Post-employment benefits {continued)
Group {continued)
Background (continued)
Bencefits
The UK defined benefit pension plan 15 segregated into two sections - a legacy section which provides final salary and career average
pension benefits and a cash balance section
The legacy section provides benefits to members in the form of a set leve! of pension payable for life based on the member's length of
service and final pensionable salary at retirement or averaged over their career with the company The majonty of the benefits attract
inflation-related increases botk before and after retirement The final salary element of the legacy section was closed to future accrual of
benefits from 1st April 2010 and the career average element of the tegacy section was ¢losed to new entrants on st October 2012, but
remains open to future accrual for existing members
The cash balance section provides benefits to members at the point of retirement in the form of a cash lump sum. The benefits attract
inflation-related increases befere retirement but, foliowing the payrent of the retirement lump sum benefit, the plan has no obhigation to
pay any further benefits to the member. All new employees join the cash balance section of the plan
Durning the year, employees in the career average element of the legacy section were given the option of switching to the cash balance
section, with 57% electing to switch
The group operates two defined benefit pension plans in the US The hourly pension ptan s for urionised employees and provides a fixed
retirement benefit for life based upon years of service The salaried pension plan provides retirement berefits for ife based on the member's
length of service and final pensionable salary (averaged over the last five years), The salaried plan benefits attract inflation-related increases
before leaving, but are non-increasing thereafter. On retirement, members in either plan have the option to take the cash value of their
benefit instead of a ifetime annuity in which case the plan has no obligation to pay any further benefits to the member
The US salaned pension plan was closed to new entrants an 1st September 2013, but remains open to future accrual for existing members
All new non-urionised US employees now join a defined contribution plan

Other post-cmployment benefits
The group's principal post-employment medical plans are in the UK and US, and are unfunded arrangements that have been closed to new
entrants for over ten years.

Maturity profile
The estimated weighted average durations of the defined benefit obligations of the main plans as at 31st March 2019 are

Waighted
l\l‘l?lg.
duration
Years
Pensions
UK 20
us 12
Post-retirement medical benefits
UK 12
us 14
Funding

Introduction

The group's principal defined benefit rebirement plans are funded through separate fiduciary or truystee administered funds that are
independent af the sponsoring company The contributions paid to these arrangements are jointly agreed by the sponsoring company and
the relevant trustee or fiduciary body after each funding valuation and 1n consultation with independent qualified actuanes The plans’
assets, together with the agreed funding contributions, sheuld be safficient to meet the plans’ future pension obhgations

Jahnson Matthey

SpaTe atan A s A0



Notes on the accounts continued

for tne year ended 31st March 2019

30 Post-employment benefits {continued)
Group {continued)
Funding {continued)
UK valuations
UK tegisiation requires that pension plans are funded prudently and that, when undertaking a funding valuation {every three years) assets
are taken at therr market value and habilities are determined based on a set of prudent assumptions set by the trustee following consultation
with their appointed actuary The assumptions used for funding valuetions may, therefore, differ to the actuanal assumptions used for IAS 19,
Employee Benefis, accounting purposes

In January 2013, a special purpese vehicle (SPV), Johnson Matthey iScotland} Limited Partnership, was set up to provide deficit reduction
contnbutions and greater secunity to the trustee The group invested £506 midlion 1 a bond portfolio which 1s beneficially hela by the SPY
The income generated by the SPV 15 used to make annual distributions of £3 5 mdlion to JMEPS for a period of up to 25 years These annual
distributions are only payable if the legacy section of JMEPS continues to be in deficit on a funding basis This bond portfolio s held as &
non-current investment at fair value through other comprehensive income (note 21) and the group's hability to pay the income to the plan
15 not a plan asset under 1AS 19, although it is for actuanal funding valuation purposes The SPV s exermpt from the requirement to prepare
audited annual accounts as 1t is included on a consolidated basis in these accounts

A funding valuation of IMEPS was carried out as at 15t April 2018 and showed that there was a deficit of £34 miilion in the legacy section of
the plan To address this deficit, the parent company agreed {o make a contnibution of £23 million prior to 31st December 2013, of which
£6 million was pad during the year ended 315t March 2019 At 3 1st March 2018, £43 milhion remained available within the SPV for future
distribution which created an overalt surplus of £9 miltion in the legacy section of the plan at that date The valuation also showed & surplus
in the cash balance section of the plan

In accordance with the governing documentatien of JMEPS, any future plan surplus would be returned to the parent company by way of a

refund assuming gradual settlement of the Labilities ove: the [ifetime of the plan. As such, there are no adjustments required in respect of
IFRIC 14, 1AS 19 - The Limit on a Pefined Benefit Asset, Minimum Funding Requirements and their Interaction

US valuations

The last annual review of the US defined benefit pension plans was carried out by a qualified actuary as at 1st July 2018 and showed that
there was a deficit of $3 million on the projected funding basis To address this deficit, the parent company made a contribution of $3 million
in November 2018 The assumptions used for funding valuations may differ to the actuarnial assumphaons used for IAS 19 accounting purposes

Other valuations

Similar funding valuations are undertaken on the group’s other defined benefit pension plans outside of tne UK and US in accordance with
prevatling local legislation

johnsan Matthey
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Accounts

Notes on the accounts continued

for tne year ended 315t March 2015

30 Post-employment benefits (continued)

Bpr oAbl e o ban

Group {continued)
Funding {continued)
Risk managcment

The group 1s exposed ta 8 number of risks relating to its post-retirement pension plans, the most significant of which are

Rish

M-caton

Market (investment) risk

Asset returns may not move in line with the
habilties and may be subject te volatility.

Interest (discount) rate risk

Liabilities are sensitive to movements in bend
yields {interest rates} with lower interest rates
leading te an increase in the valuation of
liabilities, albest the tmpact on the plan’s
funding level witl be partiatly offset by an
Increase in the value of 1ts bond holdings.

currency risk

The greup’s various plans have highly diversified irvestment portfohos, investing in a
wide range of assets that provide reascnable assurance that no single security or type of
secunty could have a material adverse impact on the plan

A de-nisking strategy is in place to reduce volatility in the plans as a result of the
mismatch between the assets and liabilities As the funding level of the plans improve
and hit pre-agreed triggers, plan investments are switched from return-seeking assets to
liabtlity-matching assets

The plans implement partial currency hedging on their overseas assets to mitigate

The group’s defined tenehit pians hold a hugh proportion of their assets in government
or corporate bonds which provide a natural hedge against falling interest rates

tn the UK, this interest rate kedge is extended by the use of Interest rate swaps, such that
approximately 70% of the plan’s interest rate nisk ts currently hedged The swaps are held
with several barks to reduce counterparty nisk.

inflation risk

Liaburnies are sensitive to movements in
inflation. with bigher inflation leading to an
Increase in the vatuation of habilities

Longevity risk

The majority of the group’s defined benefit plans

provide benefits for the |ife of the member, so
the liabtlities are sensitive to Iife expectancy,
with increases in life expectancy leading to ar
increase in the valuation of liabilities

Contributions

Where plan benefits provide inflatton-related increases, the plan holds some infiation-
linked assets which provide a natural hedge against higher than expected inflation
increases

inthe UK, this inflation hedge 15 extended by the use of infiation swaps, such that
approximately 70% of the plan's inflation risk is currently hedged The swaps are held
with several barks to reduce counterparty nisk

The group has closed most of its defined benefit pension plans to new entrants,
replacing them with either a cash balance plan or defined contribution plans, both of
which are unaffected by Iife expectancy. During the year ended 3ist March 2019, 57%
of the members of the career average element of the fegacy section of IMEPS elected to
switch to the cash balance section as part of a pension plan review

For the plans where a benefit for life continues to be payable, prudent mortality
assumptions are used that appropriately allow for a future improvement in hife
expectancy These assumptions are reviewed on a regular basis

During the year. total contributions to the group’s post-employment defined benefit plans were £75 milhion (2018 £89 mullion), including
deficit contnbutions of £23 milhion {2018 £23 million) in respect of IMEPS

It1s estimated that the group will contribute approximately £67 million to the post-employment detined benefit plans during the year

ending 31st March 2020

1A5 19 accounting

Principal actuanal assumptions

Quahfied independent actuanies have updated the IAS 15 valuatiens of the group's major defired benefit glans to 31st Marck 2079 The
assumpticns used are chosen from a range of possible actuarial assurmptions which, due to the Jong-term nature of the plans, may not

necessanly be borne out in practice

Johnson Matthey
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Notes on the accounts continued
for the year ended 315t March 2019

30 Past-employment benefits {continued)
Group {continued)
IAS 19 accounting (continued)
FPrincipal actuaric! assumptions (continucd)
Financral assumptions

2019 2019 2019 FIIES FaN PARY
UK plan US plans Other plans K g ar HS lans CHos pldeys
% % % % a, o
First year's rate of increase in salaries 3.85 3.00 2.45 375 300 250
Uitimate rate of increase in salaries 3.85 300 2.45 375 300 250
Rate of increase in pensions in payment 2.95 - 1.50 285 - 160
Discount rate 240 3.80 1.82 270 4 00 233
inflation 2.20 1.60 220 160
- UK Retaii Prices {ndex {RPI) 310 3.00
~ UK Consumer Prices index {CP!) 2.10 200
Current medical benefits cost trend rate 5.40 2.95 - 540 2485 -
Ulumate medical benefits cost trend rate 5.40 2.95 - 540 295 -

Demaographic assumptions

The mortality assumpticns are based on country-specific mortality tables and, where aporopriate, include an allowance for future
improvements in hfe expectancy In addition, where credible data exists actual plan experience Is taken into account The group's most
substantial pension kabiities are In the UK and the US where, using the mortality tables adopted, the expected lifetime of average members
currently at age 65 and average members at age 65 1n 25 years' time (1 e members who are currently aged 4C years} (s respectively

Currently age 65 Age 651n 25 years
UK pian Us plans UK pian US plans
Male 87 86 89 88
Fermale 89 88 b4 20
Financial information
Plan assets
Movements in the farr value of plan assets during the year were
LK s 15wl
UK pepsicn Airerert retrcmont
JK pens on - cash balanes madical s medica
egacy sectinn R (L) hanshits [rnsions aenesits thet Totel
fn len il Srda frllon £l il o £ o ey
A 1st April 2017 1,916 32 - 292 - 47 2.287
Administrative expenses - - - {1} - - (1)
Interest income 50 1 - 1 - 1 63
Return on plan assets exciuding interest (1 - - B - {2) (5)
Employee contrbutions P4 1 - 1 1 - 5
Company contributions 44 12 - 10 1 2 63
Benefits paid {66) (2) - (18} (2) (2} (87)
Exchange adjustments - - - (34} - 1 (33)
At 31st March 2018 1,935 44 - 272 - a7 2798
Administrative expenses (3} - - (1) - - (4)
Interest income 53 1 - 1 - 1 66
Return on pian assets excluding interest 68 3 - 7 - 4 82
Employee contributions 2 5 - ¥ i - 9
Company contributions 36 18 - 16 2 3 75
Benefits paid (66) {3) - {16} (3) 12) {90j)
Exchange adjustments - - - 21 - im 20
At 31st March 2019 2,025 68 - in - 52 2,456
Johnson Matthey
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Accounts

Notes on the accounts continued

for the year ended 31st March 201¢

30 Post-employment benefits (conunued)
Group {continued)
Financia! information (continued)
Flan asscts (continued)

The fair values of plan assets are analysed as follows

2018 2019 2019 2019 PR 2010 PR 207
[F1.9 LK
UK pension - ¥ oer S -
pension - cash balance [ER T t~sh Balance
fegacy section section  US pensions Other  Iog2oy secter sTihiy VST T he-
£ mitlion £ milllon £ million £ millien tmilen Lrilaor =rillon £ mlber
Quoted corporate bonds 1,089 67 156 5 1.050 43 137 5
Inftation and interest rate swaps 86 - - - 63 - - -
Quoted government Sonds 20 - 110 - 22 - 87 -
Cash and cash equivalents 43 1 12 - 59 1 - -
Quoted equity 680 - 33 2 630 - 48
Unquoted equity 42 - - - 47 - -
Property 65 - - - 64 - - -
Insurance policies - - - 45 - - - 40
2,025 68 n 52 1,935 44 272 47

The UK plan’s unquoted equities are assets within a pooled infrastructure fund where the underlying assets are a broad range of private
infrastructure investments, diversified by geographic region, infrastructure sector, underlying asset type and development stage These
infrastructure assets are velued using widely recognised valuation techniques which use market data and discounted cash flows The same
valuation approach is used to determine the value of the swaps and insurance policies The UK plan’s property 1s a unitised fund where the
underiying assets are taken at market value The valuation of the fund s periodically independently audited

The defined benefit pension plans do not invest directly In johnson Matthey Plc shares and no property or other assets owned by the
pension plans are used by the group

Defined bencefit obligation

Movementsn the defined benefit abligation during the year were:

LK zost- LS post-

UK persken - ‘etirermen| retiremant

JK pens o ¢ avh btlane s mwedhic sl us medica’
egacy section sochion bencfits pensions Tonehits Other fotel
£m licn £ milinn = b f mithen £ ik lon triltan Lmilwcn
At 1st April 2017 {1.808) {33) (10) (312} (42) (82) {2 287)
Current service cost (28} {13) - (8) (1) (3) {53)
Past service crednt 4 - - - - 1 5
Interest cost 47) m - (12) (2) (2) {64)
employee contributions (2) (1) - ] (n - (5)

Remeasurements due to changes In
Financial assumptions 9t 2 - (7) 4 3 93
Demographic assumptions 14 i 1 (2) 1 - 15
Benefits paid 66 2 - 15 7 2 87
Exchange adjustments - - - 35 5 (1) 39
At 315t March 2018 (1,710) (43) (9) (292) (34) {82) (2,170}
Current service cost (12) {17} - (8) - (E]] (40)
Past service credit 7 - - 2 - - 9
interest cost (46) (2) - 12) (1 2) {63)
Employee contributions {2) (%) - (D] m - (9)
Remeasurements due to changes In

Financial assumptions {132) () - {5) {1} {9) {153)
Demographic assumptions 3 ] - {3) 1 1 3
Benefits paid 66 3 - 16 3 2 90
Exchange adjustrments - - - {23) 14} 2 (25)
At 31st March 2019 (1,826) (69} {9) (3286) (37) {91) (2,358)

Jehnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2019

30 Post-employment benefits (conunued)
Group (continued)
Financial information (continued)
Defincd benefit obhigation {continued)

The past service credit in the legacy section of the UK pension plan during the year ended 31st March 2019 inciudes a credit of £8 million
as a result of the breaking of the salary linkage on the accrued pensions of employees who elected to switch from the career average section
to the cash balance section with effect from 1st july 2618 1t also includes a charge of £1 million in respect of a High Court ruling that UK
defined benefit penston plans should be amended to equalise pension benefits for men and women In relation to guaranteed minmimum
pensions The additional habihities have been treated as a plan amendment and, therefore, this past service cost has been reflected in the
income statement

The rerneasurerment loss due to changes in financial assumptions in the legacy section of the UK pension plan during the year ended 31st
March 2019 malnly reflects & 40 basis-pomt decrease in the real (after inflation) discount rate caused by falling corporate band yields and
rising market-implied inflaticn

Reimbursernent nghts

A government subsidy is receivable under the US Medicare feqislation as the US post-retirement medica! benefits plan is actuarially
eguivalent to the Medicare Prescription Drug Act and there 15 an insurance policy taken out to rensure the pension commitments of one of
the smalt pension plans which does not meet the definition of a qualifying insurance policy These are accounted for as reimbursement
rights and are shown an the balance sheet In post-employment benefit net assets.

Movements in the reimbursement rights during the year were

[FLE N IS wl-
HISUTS NI rehreriet | cenrermenl
JK pens on - cash balance medical Uy medica!
legacy secticn seclion baoefits PENSIONS renetits Uther total
Lm fien Lmition Lribion Emilten L miltor _rilen Lmilen
At 1st April 2017 and 1st Aprd 2018 - - - - B T 9
Return on assets excluding interest - - - - {t) - (1)
Exchange adjustments - - - - ¥ - 1
At 31st March 2019 - - - - 8 1 9
Net post-employment benefit asset and liabilities
The net post-employment benefit assets and liabilities are
LK post 15 post
VK per s celprestnien fehrerser
Uk pens.on - cash balance medical us medica’
leqacy sectinn sariion be ehits pansions benetits Uther 1otal
Crere Qe Lmathnn AN BTCH] £ nullen Coolivr <l o fmliwn
At 31st March 2019
Defined benefit obligation (1,826) (69) (9) {326) (37) () (2,358)
Fair value of plan assets 2,025 68 - 311 - 52 2,456
Reimbursement rights - - - - 8 1 9
Net post-employment benefit assets and katnities 199 (1) {9 {15) (29) (38) 107
At 31st March 2018
Defined benefit obligation {1,710) {43) (9) {292} (34) (82} {2170)
Fair value of pten assets 1,935 44 - 272 - 47 2,298
Reimbursement nghts - - - - 8 1 9
Nel post-employment benefit assets and habtlities 225 1 1) (20} (26) {34} 137

johnson Matthey
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Accounts

Notes on the accounts continued

for tne year ended 31st March 2019

30 Post-employment benefits (continued
Group (cantinued)
Financial information {continued)
Net post-employment benefit asset and liabilities {continued}

These are incfuded in the balance sheet as follows:

2018 2018
Post-

i b'enﬂ“r; b-no?it net

net assets abligation

£ millon £ million

UK pension - legacy section 199 -
LiK pension - cash balance section - (1)
LK post-retirement medical benefits - (9)
US pensions - (15)
LS post-retirement medica! benefits 8 (37)
Other 2 (40)
Total post-employment plans 209 {102)
Other long-term employee benefits (4)
Total long-term employee benefit obligations {1086)

Income statement

Amounts recognised In the income statement for long-term employment benefits were

Administrative expenses
Current service cost
Past service credit

Defined benefit post-employment costs charged to operating profit
Defined contribution plans’ expense
Other long-term employee benefits

Charge to operating profit
Interest on post-ermployment benefits charged to finance costs

Charge to profit before tax

Sensitivity analysis

2098

Total
£ mitlien

199
(1)
{9)

{15)

{29)

(38)

20018 2018 2018
Past-
employment Cr pley=e
benefis taer f10 ne=t
net assets oblicat on Tatzl
Lol iur zrilign t mihon
22% - 225
1 - 1
- (9} (3)
- {20) {20)
3] {34) {26)
2 (36) {(34)
236 {99) 137
(4)
(103)
09 2008
£ miltion £ milen
(4) 1
(40) {53)
9 5
(35) (49)
(21) (19)
- m
(56) {69)
3 (M
{53) (70)

The caiculations of the defined benefit obligations are sensitive to the assumptions used. The following summanses the estimated impact on
the group's main plans of a change tn the assumption while holding &ll other assumptions constant This sensitivity analysis may not be
representative of the actual change as it is unlikely that the change in assurmptions would occur in isolation of one another

Financial assumptions

A0 1% change In the discount rate and inflation assumptions would (increase) / decrease the UK and US pension plans' defined benefit

obligations at 3tst March 2019 as follows

Effact of discount rate
Effect of inflation

Demographic assurmplions

0.1% Increase

UK plan

£ milllon

37
(34)

Us plans
£ milllon

4

0 1% decrease

UK plan
£ mlilien

-

20

US plans
£ milllon
4)

A one-yedr tngrease in hfe expectancy would mcrease the UK and U3 pension plans’ defined benefit obligation by £63 millkon and £6

million, respectively

Johnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2015

30 Post-employment benefits (conunued)

31

Parent company

The parent company is the sponsoring employer of the group’s UK defined benefit pension plan and the UK post-tetirement medical
benefits plan. There is no contractual agreement or stated policy for charging the net defined benefit cost for the plans to the indiidual
group ertities The parent company recognises the net defined benefit cost for these plans and information is disclosed above

Share capital and other reserves
Share capital
Nur bor {mllon

Issued and fully paid ordinary shares
At 1st April 2017, 31st March 2018 and 31st March 2019 198,940,606 221

Deta:ls of outstanding aliocations under the company’s long term ircentive plans and awards under the deferred bonus which have yet to
mature are disclosed 1in note 34

At the lgst annuat general meeting on 26th fuly 2018, shareholders approved a resolution for the company to make purchases of its own
shares up to a maximum number of 19,353,343 ordinary shares of 110%/.. pence each The resolution remains valid unti the conclusion
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 m earnings per share

The group and parent company’s employee share ownership trust (ESOT) also buys shares on the open market and holds them in trust for
employeeas participating in the group's executive long term incentive plans At 31st March 2019, the £50T held 1,439,984 shares (2018
1,560,224 shares} which had not yet vested unconditionally to employees. Computershare Trustees (Cl) Limited, as trustee for the E50T, has
waived its dividend entitlement

The total number of treasury shares held was 5,407,176 (2018: 5,407,176} at a total cost of £92 mullion (2018 £32 million).

Dividends
2019 28
£ millien £milen
2016/17 final ordinary dividend paid - 54 5 pence per share - 104
2017/48 intenm ordinary dividend paid — 21,75 pence per share - 42
2017418 final ordinary dividend paid — 58 25 pence per share 112 -
2018/19 interirm ordinary dividend pard — 23 25 pence per share 44 -
Total dividends 156 146

A final dvidend of 62 25 pence per ordinary share has been proposed by the board which will be paid on 6th August 2019 to shareholders
on the register at the close of business on 7th June 2019, subject to shareholders’ approval. The estimated amount to be paid 15 £120 million
and has not been recogruzed In these accounts

Other reserves

Capital redemption reserve: The capital redemption reserve represents the cumulative neminal vatue of the company’s ordinary shares
repurchased and subsequently cancelled

Foreign currency translation reserve: The foreign currency translation reserve comprises all foreign currency differences arising from the
translation of the financial statements of foreign operaticns

Fair value through other comprehensive income reserve: The fair value through otner comprehensive income reserve represents the
equity movements on financial assets held within this category

Hedging reserve: The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging
instruments Al amounts recorded in reserves at year end in relation to cash flow and net investment hedges relate to continuing hedge
relationships

fohnson Matthey
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Accounts

Notes on the accounts continued

for the vear ended 31st March 2019

31 Share capital and other reserves (continued;

Other reserves (continued}

Group
bl r g resene’
Fay val e
Forcig s ~veugh other
veprzl cutrercy  comarchensha Forward LICSE Foivand lotal
Teempicn tranclation neor e CUErRngy IUTTENCY rretal nher
LTV TENETVE TESHI L [N TNAY Al cchlbed Iy TESEIV RS
fm'hen filn- S lan frvellen famibor I dien £ mlhan
At 1st Apnil 2017 7 144 7 (4) {6) (1} 147
Cash flow hedges - gains 7 {}osses) taken to equity - - 5 (10} {3} (8)
Cash flow hedges - transferred to revenue - - - 3 - - 3
{income statement)
Cash fiow hedges — transferred to foreign exchange
{iIncome statement}) - - - - 10 - 10
Cash fiow hedges - transferred to inventory - - - (2) - 2 -
(balance sheet}
Fair value gains on net investment hedges taken - 6 - - - - ]
to equity
Exchange differences on translation of foreign - (95) - - - - (95)
operations taken to equity
Tax cn above itemns taken directly to or transferred
from equity - 1 - (1) - - -
At 31st March 2018 7 56 7 1 {6) {2} 63
Impact of adoption of IFRS 9 {ncte 39} - - (1) - - - (1)
At 31st March 2018 (restated) 7 56 6 1 {6) (2) 62
Cash flow hedges ~ (losses) / gains taken to equity - - - (4) 7 1 4
Cash flow hedges - transferred to revenue - - - 1 - - 1
{inceme statement)
Cash flow hedges - transferred to foreign exchange
{income statement) - - - - {5) - (5)
Cash flow hedges - transferred to inventory - - - 1 - 3 4
{balance sheet)
Fair vatue losses on net investment hedges taken - {1) - - - - (1)
to eguity
Fair vatue losses on investments at fair value
through other camprehensive income - - (4) - - - {4)
Exchange differences on trarslation of foreign - 22 - - - - 22
operations taken to equity
Tax on above itemns taken directly to or transferred - 1 - - - (1) -
from equity
Reclassification - 4 - - - - 4
At 31st March 2019 7 82 2 (1) {4) 1 a7

2018 re preser ted Lo separale y gnglyse e dnadual cornponents of the hied gine reserve

Johason Matthey
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Notes on the accounts continued
for tne year ended 31st March 2019

31 Share capital and other reserves (conunued)
Other reserves (continued)
Parent company

'

bl 1y teserye
Fare val e
Forsign = veugh wtho
Lapiral currercy  comprehensre Forward CFOSS Ferwva-d Total
redempticn translation neore currenty surrency metal athet
reseree Jespery [ NEOAIL-N (RN LT I contragly THEET Ve
fm ke f tilann Tl frnllen t il £ reilhen fmllxn
At 1st Apnil 2017 7 (1) 3 (3) (6) (1} (1
Lash fiow hedges - gains / {losses) taken tc equity - - - 3 {10) (3} {10}
Cash fiow hedges ~ transferred to revenue
{income slatement) - - - 3 - - 3
Cash fiow hedges - transferred to foreign exchange
{Income statement) - - - - 10 - 10
Cash flow hedges ~ transferred to inventory
[balance sheet) - - - 1) - 2 1
Exchange differences on transiation of foreign
operations taken to equity - (3) - - - - (3}
At 315t March 2018 7 (4) 3 2 (6) (2) -
Cash fiow hedges - {losses) / gains taken to equity - - - (2) 7 1 6
Cash flow hedges - transferred to revenue
{income statement) - - - 1 _ _ 1
Cash fiow hedges - transferred to foreign exchange
(income statement) - - - - (5} - (5)
Cash fiow hedges - transferred to inventory
{balance sheet) - - - - - 3 3
Tax on items taken directly to or transferred from
equity - - - - - tn (1)
Reclassification - 4 - ~ - - 4
At 31st March 2019 7 - 3 1 (4} 1 8

018 re-preserted to separatey analyse the ndwvidual campaonents of the hedqing reso e

Capital
The group's pelicy for managing capital I1s to maintain an efficient balance sheet to ensure that the group always has sufficient resources to
be able to invest in future growth

Return on invested capital (ROIC)
Definition: Underlying operating profit divided by average equity, excluding post tax pension net assets, plus net debt for the same period

Purpose: The group has a long-term target of a return an invested capital of 20% to ensura focus on efficient use of the group's capitat

2019 2118

£ million foellen

Underlying operating profit {note 4) 566 525
Average net debt 1,128 923
Average equity 2,541 2,276
Average capital employed 3,669 3.199
Less Average pension net assets {251} (125}
Less Average related deferred taxation 41 14
Average capital employed {excluding post tax pension net assets) 3,459 3088
ROIC {excluding post tax penslon net assets) 16.4% 17 0%
ROIC 15.4% 16 4%

Jehnson Matthey
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Accounts

Notes on the accounts continued
for the year ended 3 1st March 2019

3

32

Share capital and other reserves (continued)
Net debt (including post tox penston deficits) to underlying EBITDA (Earnings Before Interest, Tax, Depreciation and Amortisation)

Defintion: Net debt, inciuding post tax pension deficits and quoted bonds purchased to fund the UK pension {exciuded when the UK
pension plan s in surplus), divided by underlying EBITDA for the same period.

Purpose: The group has a long-term target of net debt (including post tax pension deficits) to underlying EBITDA of between 1 5 and
2 0 times, although in any given year it may fall outside this range depending on future plans

Net debt (including post tax pension deficits) 1s reduced for the quoted bonds purchased to fund the UK pension deficit. Since the UK pension
plan 15 in surplus, the pension dehcits do not include the UK plan and, therefore, an amendment has been made to the definition of net debt
{including post tax pension deficits) to reduce it for these bonds (net of the related deferred tax) only when the UK pension plan 15 1n deficit

2019 2
£ million £ mlhen
Net debt {866) (679}
Add Pension deficits (56) (56)
Add Related deferred tax 10 10
Net debt {including post tax pension deficits) {912) (725}
Operating profit 531 359
Add back
Depreciation and amortisation m 175
Loss on disposal of businesses (note 5) 12 7
Loss on significant legal proceedings (note 6) 17 50
Major impairment and restructuring charges (note 8) {8) 90
Underlying EBITDA 723 681
Net debt {including post tax pension deficits) to underlying EBITDA 1.3 11

Financial risk management

The group’s activities expose 1t 1o a variety of financial nsks, including credit nisk, market nsk and hguidity nsk Market risk includes forergn
currency risk, interest rate nsk and price nsk The financial risks are managed by the group under policies approved by the board The group
uses derwvative financial instruments, including forward currency contracts, interest rate swaps and currency swaps, to manage the financial
risks associated with its underlying business activities and the financing of those actwities Some derivative financial instruments used to
manage financial risk are not designated as hedges and, therefore, are classified as at fair value through profit or loss The group does not
undertake any speculative trading actwvity in financial instruments

Credit risk

Within certain bustnesses, the group derives a significant proportion of its revenue from sales to major custemers 5Sades 1o individual
customers are farge If the value of precious metals 15 included in the price The failure of any such company to honour its debts could
materially impact the group's results The group derives significant benefit from trading with its customers and manages the risk at many
levels Each sector has a credit committee that regularly maonttors its exposure The Audit Committee receives a report every six months that
detatls all significant credit limits, amounts due and overdue within the group, and the relevant actions being taken At 31st March 2019,
trade recewvables for the group amounted to £1,204 million (2018 £1,049 mutlton}, of which £928 milhon (2018 £733 muilion) are in
Clean Air which mainly supplies car and truck manufacturers and compenent suppliers in the automotive industry Aithough Clean Alr has a
wide range of customers, the concentrated nature of this industry means that ameunts owed by individual customers can be lerge Other
parts of the group tend 1o sell to a larger number of customers and amounts owed tend to be lower At 31st March 2019, no single
outstanding balance exceeded 2% (2018 2%) of revenue

The credit profiles of the group's customers are obtained from credit rating agencies where possible and are closely monttored The scope
of these reviews includes amounts overdue and credit Iimits The group's exposure te credit nisk 1s influenced mainly by the individual
charactenistics of each customer However, risk associated with the mdustry and country in which customers operate may also Influence the
credit risk The credit quality of customers 15 assessed by taking into account financiat position, past experience and other relevant factors
Generally, payments are made promptly in the automotive industry and 1n the other markets (n which the group operates

From 15t Ap~il 2018, the group has applied the simplified approach to measuring expected credit losses under IFRS 9, Financial
Instruments, vohich requires ifetime expected credit losses te be recognised from initial recogrution for trade and contract recevables
Lifetime expecled credit losses for trade and contract recevables are calculated based on historical loss rates and the group reviews a broad
range of forward-looking information to provide assurance that its historical loss information remains approprate Trade receivables are
spec.fically impzired when the amount 15 in dispute, customers are n financial aiffculty or for other reascrs which imply tnere 1s doubt
over the recoverability of the debt. Tney are written off when there 1s no reasonable expectation of recavery, based on an estimate of the
finarcial position of the counterparty.

Jehnson Matthey
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Notes on the accounts continued

for the vear ended 31st March 2019

32 Financial risk management (continued)
Credit risk (continued)

Movements in the atlowance for credit losses are as follows:

2019 208
£ millian L lhen
At 1st April 2 6
Charge for the year 9 5
Utilised (2} -
Released (1} (2}
At 31st March 15 9
For contract receivables, the allowance for expected credit losses rs immaterial as the probability of default s insignificant
Trade recewables can be analysed as
2019 R
£ million 1 oo
Amounts not past due 1,094 966
Amounts past due
less than 30 days 80 62
30 - 90 days 23 19
more than 90 days 10 2
Total past due 113 83
Lifetime expected credit losses (3) -
Amounts specfically impaired 12 9
Specific allowances for bad and doubtful debts {12) {9)
Carrying amount of impaired receivables - -
Trade recelvables net of allowances 1,204 1.049

The group's financial assets included 1n other receivables are all current and not imparred.

The credit risk on cash and deposits and dervative financial instruments is imited because the counterparties with significant balances are
banks with strong credit ratings. The exposure to individual banks 1s monitored frequently against internally-defined limits, together with each
bank’s credit rating and credit default swap prices At 31st March 2019, the maximum net exposure with a single bank for cash and deposits
was £30 milion (2018 £67 millien), whiist the largest mark to market exposure for dervative financial instruments to a single bank was

£7 million (2018. £3 million) The group also uses money market funds to invest surplus cash thereby further diversifying credit risk and, at
31st March 2019, the group’s exposure to these funds was £347 million (2018, £371 milhion). The amounts on deposit at the year end
represent the group’s maximum exposure to credit risk on cash and deposits Expected credit losses on cash and cash equivalents are immaterial

Foreign currency risk

The group operates globally with a significant armount of its profit earned outside the UK The main impact of movements In exchange rates on
the group’s results arises on translation of overseas subsidiaries’ profits into sterling The largest exposure 1s to the US dollar and a 5% (6 6 cent
{2018 6 6 cent)) movement i the average exchange rate for the US dollar against sterling would have had a £13 rrullion {2018 £11 million)
impact on underlying operating profit The group Is also exposed te the euro and a 5% (5 7 cent (2018, 5.7 cent}} movement in the average
exchange rate for the euro against sterling would have had a £12 mithon (2018: £10 mullion) impact on underlying operating profit This
exposure 15 part of the groug's economic risk of aperating globally which 15 essential 1o remain competittve in the markets in which it operates.

The group matches foreign currency assets and habilities (where these differ to the functiona! currency of the relevant subsidiary) to avoud
the risk of a material impact on the income statement resulting fram mevements 1n exchange rates. The group does, however, have foreign
exchange exposure on mavements through equity related to cash flow and net investment hedges A 10% depreciation or appreciation in
the US dollar and euro exchange rates against sterling would increase / {decrease) other reserves as foliows

1™ ey o B O% oy ate 1an 0
2019 ME 2019 PR
£ million tonilnor £ million tmilen
Cash fiow hedges 6 8 {7) {9)
Net investment hedges 20 21 (25) (25)

For the ret investment hedges these movements would be offset in other reserves by an equel ard opposite movement on the retranslation
of the net assets of the overseas subsicharias

Johnson Matthey
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32 Financial risk management (continued)

Foreign currency risk (continued)
Investments in foreign operations

To protect the group's sterling balance sheet and reduce cash flow risk, the group has financed most of its investment in the US ang Europe
by borrowing US dollars and euros, respectively Although much of this funding 1s obtained by directly borrowing the retevant currency, a
part is achieved through currency swaps which can be more efficient and reduce costs

The group has designated US dollar and euro loans and a cross currency swap as hedges of net investments in foreign operations as they
hedge changes in the value of the subsidiaries' net assets against movements in exchange rates, The change in the value of the net
Investment hedges from movements in foreign currency exchange rates 1s recogrised 1n equity and is offset by an equal and opposite
movement in the carrying value of the net assets of the subsidiaries All critical terms of the hedging instruments and hedged items
matched during the year and, therefore, hedge meffectiveness was immaterial The hedge ratic s 11

JSdola ehc Cooss cintency

eud loars swap Total
[y vordhan £ milllon
Carrying value of hedging instruments at 31st March 2019 {158} (5) {163)
Change in carrying value of hedging instruments recognised 1n equ ty during the year (3 2 (1)
Change in fair value of hedged items during the year used to determine hedge effectiveness 3 {2) 1

the cesignated nedging instuments age the 4 66% CHO mulion Bonds 2021 $/2% mutlimn o the 4 2e% $3150 million Hends 2022 and (17 millon at the 2 444
20 muli-on Honds 2024
1 The designaied hedq.ng instrument 15 & Cruss LUTenty swap exptrag 1 2025 whereby the groug pays 2 60%% fixed on €77 milhor and recesves £ 6.4% tixed on Lo millhon

Forecast receipts and payments in foreign currencies

The group uses forward foreign exchange contracts to hedge foreign exchange exposures arising on forecast receipts and payments in
foreign currencies These are designated and accounted for as cash flow hedges The group’s policy 1s to hedge between 50% and 80%
of forecast receipts and payments in foreign currencies

For hedges of forecast receipts and payments in foreign currencies, the critical terms of the hedging instruments match exactly with the
terms of the hedged items and, therefore, the group performs a qualitative assessment of effectiveness Ineffectiveness may arise if the
timing of the forecast transaction changes from what was originally estimated or if there are changes in the credit risk of the group or the
dervative counterparty Hedge ineffectiveness was immaternal during the year. The hedge ratio 1s 1 1

Stering Sterhng ¢
LIS (Fallar sy Other Total
£ nultcn L mikiar = rilhon £ milllon
Carrying value of hedging tnstruments at 31st March 2019 - assets 1 2 2 5
- lrabihties (1 {1} (1) (3)
Change in carrying value of hedging instruments recognised in equ ty during the year (3) 1 {2) (4)
Change in falr value of hedged items during the year used to determine hedge effectiveness 3 {1} 2 4
Notional amount’ 34 106

The 1 plional erronrd 1s 1he sterling eguiva'ent of the net currency amount purchiased or sold

The wewghted average exchange rates on sterling / US dollar and sterling / eurc forward foreign exchange contractsare 1 33 and 1 14, respectively
The hedged, highly probabie forecast transactians denominated in foreign currencies are expected to occur over the next 12 months

Foreign currency borrowings

The group has designated a US dollar fixed interest rate to sterfing fixed interest rate cross currency swap as a cash flow hedge This swap
hedges the mavement in the cash flows on $100 rmillion of the 3 14% $130 million bonds 2025 attributable to changes in the US dollar /
sterling exchange rate The currency swap has similar cnitical terms as the hedged item, such as reference rate, reset dates, peyment dates,
maturity and notional amount As all critical terms matched during the year, hedge ineffectiveness was immaterial The hedge ratio s 11
The interest element of the swap 15 recognised 1n the income statement each year.

Cross currency swap

£ milhon

Carrying value of hedging instruments at 31st March 2015' 8
Change in carrying value of hedging instruments recognised i equ ty during the year 7
Change tn fair value of hedged items during the year used to determine hedge effectiveness (7N
Thedewg emd ed g sl vt e s elress ol Ry sah expar g 2020 werereby Begio g aevn 2803 e dan Lobe Honea wrece ves 2 14% freed ) STU e fhog

lohnson Matthey
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Notes on the accounts continued

for the year ended 31st March 201%

32 Financial risk management (continued)
Interest rate risk
The group's interest rate nisk arises from fixed rate borrowings {fair vatue risk) and floating rate borrawings {cash flow risk) Hs pelicy s to
optimise interest cost and reduce volatility in reported earnings and equity. The group manages Its risk by reviewing the profile of debt
regutarly and by selectively using interest rate swaps to maintain borrowings at competitive rates. At 31st March 2019, 94% (2018 99%) of
the group's net debt was at fixed rates with an average interest rate of 3 1% {2018 3 1%). The remaining debt is floating rate Based on the
group’s net debt at fioating rates after taking into account the effect of the swaps, a 1% change 1n all interest rates during the current or
prior years would have had an immaterial impact on the group's profit before tax

The group has designated four {2018- one) fixed rate to floating interest rate swaps as fair value hedges as they hedge the changes i1n fair
value of bonds attributable to changes in interest rates All hedging instruments have maturities in line with the repayment dates of the
hedged bonds and the cash flows of the instruments are consistent. All critical terms of the hedging instruments and hedged 1itermns matched
¢uring the year and, therefore, hedge ineffectiveness was immaterial The hedge ratic 13 11

£ milllon
Carrying vaiue of hedging instruments at 31st March 2019 5
Amortised cost (259)
Fair value adjustment (5)
Carrying value of hedged items at 31st March 2019’ {264)
Change 1n carrying valtue of hedging instruments recogrused in profit or loss during the year 6
Change in fair value of hedged 1tems duning the year used to determine hedge effectiveness {6)

The heuged iterny are the 3 26% $150 rmlion Bonios 2022, 11X €77 rnbion Bor ds 2025 and * 813% €50 rinther Bonds 2028 1 Leresl rate swaps have beencor Lracled
w th dl geed 1 ouuna aioers and matunties 0 ibe Londs with the eflet Bial i e group pays ar averege Noat g rete of s et Lbor plus 0 64% or Lthe LS dol'ar
bogsels acid six ror th Cor bor plus 0942 oncthe oo bonds

Price risk

The group enters nto forward precious metal price contracts for the receipt or delivery of precious metal The group has policies in place
to ensure that sales and purchases are matched and, therefore, that 1t 15 not exposed to price Fisk In respect of these contracts

Liquidity risk

The group's policy on funding capacity i to ensure that it always has sufficient long-term funding and committed bank facihities in place
to meet foreseeable peak borrowing requirements At 31st March 2019, the group had borrowings under committed bank facilities of £l
{2018, £nil} The group also has a number of uncomrmmitted facilittes and overdraft lines at its disposal

2019 2018
£ milllon 1 milon

Undrawn committed bank facilities
Expining in more than one year but not more than two years 175 362
Explring In more than two years 422 148

597 510

The maturity analyses for financial liabilities showing the remaining contractual undiscounted cash flows, including future interest
payments, at current year exchange rates and assuming floating interest rates remain at the latest fixing rates are

Within 1 year 1te 2 years 2105 years  After 5 ysars Total
£ mitHon £ mitlian £ million £ million £ million
At 31st March 2019
Bank cverdrafts 59 - - - 59
Bank and other leans - principal 184 13 403 529 1,247
Bank and other loans — interest payments 31 27 59 36 153
Financial habilties in trade and other payables 1,562 1 2 - 1,565
Total non-derivative financial liabilities 1,836 159 464 565 3,024
Forward foreign exchange contracts — payments 227 - - - 227
Forward foreign exchange contracts - receipts {223) - - - (223}
Currency swaps — payments 612 - - - 612
Currency swaps — receipts {602) - - - {602)
Cross currercy interest rate swaps — payments 2 2 4 68 76
Cross currercy interest rale swaps - receipts (2) (2) (5) (67) {768)
Total derivative financial llabHitles 14 - mn 1 14
Johnson Matthey
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32 Financial risk management (conunued)
Liquidity risk (continued)

Wt T yiar 18 2 yeans 2107 yrals Afte bvea s Trtal
Rectated Restated
i Lenden Coribrw Zeallen ERITRIRE ]
At 31st March 2018
Bank overdrafts 70 - - - 70
Bank and other loans — principal 36 109 375 455 975
Bank and other Ioans - interest payments? 27 25 57 35 144
Frnancial lrabihties in trade and other payables 1,169 1 2 - 1172
Total non-dervative financia! liabilities 1,302 135 434 490 2,361
Forwrard foreign exchange contracts - payments 185 - - - 185
Forward foreign exchange contracts - receipts 1182) - - - (182)
Currency swaps - payments 551 28 - - 579
Currency swaps — receipts {54%) {28) - - (573)
Cross currency interest rate swaps - payments 18 2 4 70 94
Cross currency interest rate swaps - receipts {16) (2) (5) (69} (92)
Total derivative financial hiabihties: 1 - (1 1 11
See e 39

201B ke prescn i loseodrate y ans'yae swaps

Dffsetting financial assets and liabilities

The group offsets financial assets and habilities when it currently has a legally enforceable right to offset the recognised amounts and it
intends to elthier settle on a net basis or reatise the asset and settle the Hability simultaneously The following financial assets and habilities
are subject to offsetting, enforceable master netting arrangements or similar agreements

Gross
finsnclal Net amounts fieluted
assets | A in bal
[liabilitins) set off sheat not set off Net
As at 31st March 2019 £ mitlion £ miltion £ mililon £ mitiion £ million
Non-current interest rate swaps 13 - 13 (5) 8
Cash and cash equivalents - cash and depesits 95 (5) 90 - 90
Other financial assets 22 - 22 (10) 12
Cash and cash equivalents - bank overdrafts (64) 5 (59) - (59)
Other financial liabilities (13) - (13) 10 (3)
Non-current borrowings and related swaps (1,073) - {1,073) 5 {1,068)
Gross
hnancial he amounts He ated
dasets Arn, nts in balance amaunts
et Bes) el uff $eel [ Rt MNesl
Reslate e o] Tl ated Retated
As at 31st March 2018 2 oy £ mili en t mithor £ dhen £ hen
Cash and cash equivalents - cash and depesits 207 {4) 203 - 203
Other financial assets 15 - 15 {7) 8
Cash and cash equivalents - bank overdrafts (74) 4 (70) - {70)
Other financial habihities (12) - {123 7 (5)
Ger iy 3 The gross A e s ol vast e d deprosits @nd bank cverdrdfts have elso beeno e reased Ly ot addiiens £18 000 v as part of the sa e restateiment

2 1 O tohnson Matthey
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Notes on the accounts continued
for the year ended 31st March 2019

33 Fairvalues
Fair value of financial instruments

Certain of the group’s financial instruments are held at fair vaiue The fair value of a financtal instrument is the price that would be receved
to seli an asset or paid to transfer a liabitity in an orderly transaction between market participants at the balance sheet date

Fair value hierarchy

Fair velues are measured using a hierarchy where the inputs are

+ Level 1 - quated prices in active markets for identical assets or habilities.

* Level 2 - not level 1 but are abservable for that asset or liability etther directly or indirectly.
+ Level 3 ~ not based on observable market data {unobservable}

The fair value of forward foreign exchange contracts, interest rate swaps, forward precious metal price contracts and currency swaps 1s
estimated by discounting the future contractual cash flows using forward exchange rates, interest rates and prices at the balance sheet date

The fair value of money market funds 15 calculated by multiplying the ~et asset value per share by the investment held at the balance sheet date

There were no transfers of any financial instrument between the levels of the fair value hierarchy during the current or prior years,

Far val »
2019 2018 Fisrarhy
Resrated
£ millien Emilya [ e
Financial instruments measured at fair value
Non-current
Quoted bonds purchased to fund pensian deficit 52 53 1
Unguoted investments - 3 3
Investments at fair vahue through other comprehensive incerme 52 56 21
Interest rate swaps 13 6 2 24
Borrowings and related swaps {5) {8) 2 24
Current
Trade recevabies” 173 160 2 23
Other recewvables? 9 10 2 23
Cash and cash equivaients — money rarket funds 47 171 2 24
Other financial assets 22 15 2 26
Other borrowings and related swaps - {2) 2 24
Gther financial habilities {13} (12) 2 26
Financlal Instruments not measured at fair vatue
Non-current
Borrowings and related swaps (1,068) {943) 24
Current
Cash and cash equivalents - cash and deposits 90 203 24
Cash and cash equivalents - bank overdrafts {59) (70} 24
Cther borrowings and related swaps {184) (36) 24
S il 39
2 Traderecenebles beltin g part of the jroup with a Bus: ess rode! {0 boled [ stde eceivab es for collechion of sale
T Ot receivables wath cash onse Lhal do nol represent solely e payinent of peropa® andainlerest
Johnson Matthey
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33

34

Fair values (continued)
The fair vatue of financial mstruments, excluding accrued interest, 15 approximately equal to book value except for
209 018

Carrying fair Caryty Fair

amount value aTauni valas

£ milflon £ milllon Lo £ mihen
US Dollar Bonds 2022, 2023, 2025 and 2028 {481) (477) (448} {420}
Eure Bonds 2021, 2023, 2025 and 2028 (251) (264) (104) (118}
Eurc EIB loan 2019 {(107) {108) 110%) {113}
Sterling Bonds 2024 and 2025 (110) (118) {65) (71}
KfwW US dollar loan 2024 (38) (39) (36) {35}

The fair values are calculated using level 2 inputs by discounting future cash flows to net present values using appropriate market interest
rates prevailing at the year end

Share-based payments
After considering expected lapses due to leavers and the probability that perfarmance conditians will not be met, the total expense
recagnised during the year In respect of equity-settled share-based payments was £17 mullion {2018 £17 million)

further details of the directors’ remuneration under share-based payment plans are given in the Remuneration Repert

Performance share plan (PSP}

from 2017, shares are awarded (o certain of the group'’s executive directors and senior managers under the PSP based on a percentage of
salary and are subject to performance targets over a three-year peried

At 31st March 2019, 684,015 shares awarded in 2017 and 2018 were outstanding (3 1st March 2018 357,562 awarded in 2017) The
minimum release of 15% of the award 1s subject to achieving underlying earnings per share (UEPS) growth of 4% compound per annum
and the full release is subject to uEPS growing by at least 10% compound per annum The number of awarded shares released will vary on
a straight-line basis between these points Awards will lapse if the uEPS growth s less than the minimum.

Awards to the executive directors are also subject to a deferred release whereby a third is released on the third anniversary of the award date
and the remaining vested shares are released in equal instalments on the fourth and fifth anniversares of the award date. The
Remuneration Committee is entitled to claw back the awards to the executive directors in cases of misstatement or misconduct

Activity relating to the PSP during the year was.

2019 PON:)
Number of Nii 1iher of
shares ERT T
Qutstanding at the start of the year 357,562 -
Awarded during the year 350,211 370,505
forfeited during the year (23,647} (12.943)
Released during the year {111) -
Qutstanding at the end of the year 684,015 357.562

The fair value of the shares awarded during the year under the PSP was 3,442.6 pence per share {2018 2,548 9 pence per share) The fair
value was calcutated using a modified Black Scholes model based on the share price at the date of award of 3,667 0 pence (2018 2,764 0 pence)
adjusted for the present value of the expected dividends that will not be received at an expected dwidend rate of 2.11% (2018 2 71%)

Johnsen Matthay
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Notes on the accounts continued

for tae year ended 31st March 2019

34 Share-based payments {continued)
Restricted share plan (RSP)

From 2017, shares are awarded to certain of the group's senior managers below the board under the RSP based on a percentage of salary
Awards under the RSP are not subject to performance targets The shares are subject only to the condition that the employee remains
employed by the group on the vesting date (three years after the award date)

Activity relating ta the RSP during the year was.

2019 2018

Rumber of Number of

shares shares

Outstanding at the start of the year 80,047 -
Awarded during the year 99,543 85,203
Forfeited during the year {15,270) {4,858}
Released during the year (2,629) (298}
Outstanding at the end of the year 161,691 80,047

The fair value of the shares awarded during the year under the RSP was 3,442 b pence per share (2018: 2,548 9 pence per share}.
The fair value was calculated using a medified Black Scholes model based on the share price at the date of award of 3,667 Q pence
{2018 2,764 0 pence) adjusted for the present vaiue of the expected dividends that witl not be received &t an expected dividend rate
of 2 11% (2018. 2 71%)

Long-term incentive plan (LTIP}

Prior 10 2017, shares were awarded to approximately 1,300 of the group's executive directors, senior managers and middle managers under
the LTIP based on a percentage of salary and were subject to performance targets over a three-year period.

At 31st March 2019, 693,691 shares awarded in 2016 (31st March 2018 1,350,170 shares awarded in 2015 and 2016} were outstanding,
together with 10,007 shares awarded in 2014 subject to deferred release (2018. 20,013 shares awarded in 2014 subject to deferred
release) as explained helow

For the 2016 awards, the minimum release of 15% of the award 15 subject to achieving uEPS growth of 4% compound per annum over the
three-year period to 31 March 2019 and the full release 1s subject to uEPS growing by at least 10% compound per annum The number of
awarded shares released varies on a straight-line basis between these points Awards japse If the UEPS growth 1s less than the mimmum
Actual uEPS growth was 7 7% and, therefore, 67% (463,392 shares) will vest in August 2019.

Awards to the executive directors are also subject to a deferred release whereby a thurd 1s released on the third anniversary of the award date
and the rema:ning vested shares are released 1n equal instalments on the fourth and fifth anniversaries of the award date The
Remuneration Commuttee 1s entitled to claw back the awards to the executive directors in cases of misstatement or misconduct

Activity relating to the LTIP during the year was

2019 2118
Number of N nber of
shares 543 oS
Cutstanding at the start of the year 1,370,183 2175761
Forfeited during the year {55,357) (164.782)
Released during the year (72,702) (155.849)
Expired during the year {538,426) (453.947)
Cutstanding at the end of the year 703,698 1,370,183
Johnson Matthey
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34 Share-based payments {continued)

Deferred bonus

A proportion of the bonus payable to executive directors and senior managers 1s awarded as shares and deferred for three years The
Remuneration Committee 15 entitled to claw back the deferred element in cases of misstatement or misconduct or other relevant reason as
determuned by 1t

Activity relating to the deferred bonus during the year was

2019 20°8

Number of MNu e of

shares sManes

QOutstanding at the start of the year 81,781 83 956
Awarded during the year 41,542 24 831
Released during the year {41,698) {27.006)
Qutstanding at the end of the year 81,625 81,781

The fair value of the shares awarded during the year under the defe-red bonus was 3,371 G pence per share (2018: 2,481.0 pence per
share). The fair value was calculated using a modified Black Schotes model based on the share price at the date of award of 3,667 0 pence
{2018 2,764 0 pence) adjusted for the present value of the expected dividends that will not be receved at an expected dividend rate of

2 11% (2018 2 71%)

All employee share incentive plan {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
entitied to contribute up to 2.5% of base pay each month, stibject to a £125 per month limit The SIP trustees buy shares {partnership
shares) at market value each month with the employees’ contributions For each partnership share purchased, the group purchases two
shares (matching shares} which are awarded to the employee

In the UK SIP, of the employee sells or transfers partnership shares within three years of the date of award, the linked matching shares are
forfeited.

In the overseas SIP, partnership shares and matching shares are subject to a three-yesr hoiding period and cannot be sold or transferred
during that tme

During the year, 190,284 (2018 201,476} matching shares under the SIP were awarded to employees These are nil cost awards on which
perfarmance conditions are substantialty completed at the date of grant and, conseguently, the fair vatue of these awards 15 based on the
market value of the shares at that date

401k approved savings investment plans {401k plans)

In the US, there are two 401k plans, cne for salaried emptayees and one for hourly employees Salaried employees may contrnibute up to
50% of their base pay and hourly employees up to 20% of their base pay, both subject to a statutory it Salaried employees choosing
Johnson Matthey Plc share matching are matched 100% of the first 4% contributed and heurly employees are meatched 50% ot the first 6%
contrsbuted Employees may contnibute after one month of service and are eligible for matching after one year of service

Dunng the year, 5,488 (2018 6,560) shares under the 407k plans were awarded to employees These are nil cost awards on which
performance conditions are substantially completed at the date of grant and, consequently, the fair value of these awards 1s based on the
market value of the shares at that date

lohnson Matthey
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35

36

Commitments

Lroup Farant cocmpa o
2019 201 2019 2008
£ millien Ll o £ miilion Lmihen
Capita! lease commitments - future capital expendlture contracted
but not provided
Property, plant and equipment 60 20 5 -
QOther intangible assets 13 15 2
Operatlng lease commitments
Future minimum amounts payable under non-cancellable operating leases
Within one year 18 15 4 3
From one to five years 40 47 8 8
After five years 18 36 5 10
76 93 17 21

The group and parent company lease some of its property, plant and equipment which are used by the group and parent company in their
operations

Al 31st March 2019, precious metal leases were £372 milhon (2018 £184 million) at year end prices

Contingent liabilities

The group is Involved 1n various disputes and ¢laims which anse from time to time in the course of its business including, for example, In
relation to commercial matters, product quality or hability, employee matters and tax audits The group 1s also involved from time to time tn
the course of 1ts business in legal proceedings and actions, engagement with ragulatory authonities and 1n dispute reselution processes
These are reviewed on a regular basls and, where possible, an estimate is made of the potential financiat impact on the group. In
appropriate cases a provision :s recognised based on advice, best estimates and management judgement Where 1t 15 too early to determine
the hkely outcome of these matters, no provision is made Whilst the group cannot predict the cutcome of any current or future such
matters with any certainty, it currently believes the Jikelihood of any matenal liabilities to be low, and that such Labllities, if any, will not
have a material adverse effect on its consohdated mcome, financial position or cash flows

On a specific matter, the group previously disclosed that it had been infarmed by two customers of fallures in certain engine systems for
which the group supplied a particular coated substrate as a component for their customers’ em)ssions after-treatment systems The
partrcular coated substrate was sold to only these two customers. The group has not been contacted by any regulatory authority about these
engine system failures The reported faillures have not been demonstrated to be due to the coated substrate supplied by the group In the
penod, we settled with one of these customers on mutually acceptable terms with no admission of fault Under this settlement, the group
recegnised a charge of £17 million in the year ended 3 1st March 2019 and made the associated cash settlement post year end. This charge
has been excluded from underlying operating profit.

Having reviewed Its contractual obligations and the information currently avaiiable to 1t, the group believes it has defensible warranty
positions 1n respect of its supplies of coated substrate for the after-treatment systems In the affected engines remaining at rssue (as It
believes it had in respect of the matter settled in the period) If required. it will vigarously assert its available contractual protections and
deferices The outcome of any ciscussions relating to the matters raised 15 not certain, nor 1s the group able to make & reliable estimate of
the possible financial impact at this stage, if any While the group works with all its customers to ensure appropnate product quality, we
have not received chaims sn respect of ather emissions after-treatment components from these or any other customers Our vision 15 for a
waorld that's cleaner and healthier, today and for future generations We are committed te enabling improving air quality and we work
constructively with our customers to achieve this

Jehnson Matthey
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+

+

Transactions with related parties

The group has a related party relationship with its joint venture and associate (note 20), its post-employment benefit plans (note 30) and its

key management personnel (below)

The key management of the group and parent company consist of tae Board of Directors and the members of the Group Management
Commuttee (GMC) During the year ended 31st March 2019, the GMC had an average of 6 members (2018 8 members) The only
transactions vath any key management personnel was compensation charged 1n the year which was.

Short term emplayee benefits
Share-based payments
Non-executive directors’ fees and benefits

Total compensation of key management personnel

2019 n's

£ milion f o llein
6 6

5 3

1 1

12 10

Balances outstanding at the year end were £l (2018 £nil) information on directors’ remuneration is given in the Remuneration Report

Related undertakings

A full Iist of related undertakings at 31st March 2019 {compnsing subsidianes, joint ventures and associates) 1s set out below Those held
directly by the parent company are marked with an asterisk (*} and those held jointly by the parent company and a subsidiary are marked
with a cross (+) All the companies are wholly owned unless otherwise stated All the related undertakings are Involved in the principal
activities of the group. Unless otherwise stated, the share class of each related undertaking comprises ordinary shares orly

Entity

Reglstered address

Johnson Matthey Argentina 5 A
Johnson Matthey (Aust.) Ltd
Johnson Matthey Holdings Limited
lohnson Matthey Belgium BVBA
Tracerce Europe BVBA

The Argent Insurance Co. Limited
Johnson Matthey Brasi Ltda

Stepac Brazil Ltda

Tracerce do Brasil — Diagnosticos de Processos
industnais Lida

Johnson Matthey Battery Materials Ltd.

Tracerco Radivactive Diagnostic Services Canada Inc

Johnson Matthey Argiilon (Shanghai] Emission
Control Technologies Ltd

Johnson Matthey Battery Matenals (Changzhou) Co,
Ltd

Johnson Matthey Chemical Process Technologies
{Shanghai) Company Limited

fohnson Matthey Clean Energy Technologies
({Beizing) Co, Ltd

fohnson Matthey Process Technologies {Bejing)
Co, Ltd

johnson Matthey Research & Development (Yantai}
Co, Ltd

Johnson Matthey (Shanghai) Catalyst Co , Ltd

Johnson Matthey (Shanghat) Chemicals Limited

Jjohnson Matthey (Shanghai) Trading Limited

Johnson Matthey (Tianjin) Chemical Co., Ltd

Johnsan Matthey (Zhangpagang) Environmental
Protection Technology Co | L1d

Johnson Matthey (Zhangiagang) Precious Metal
Technology Co., Ltd

Qingdao Johnson Matthey Here Catalyst Company
Lirmnted (51 0%)

Shanghai Bi Ke Clean Energy Technology Co Lid
{11.1%)

Shanghai lchnson Matthey Apphed Matenals
Techr ologies Co , Ltd

Tracerco China Process D.agnostics &
Instrumentation {Shargha) Co, Ltd

Jehnson Matthey

At ale dlan & qe O

Tucuman 1 Piso 4, CP 1049, Buenos Aires, Argentina

64 Lillee Crescent, Tullamanne VIC 3043, Australia

64 Lillee Crescent, Tullamarine VIC 3043, Australia

Pegasuslaan 5, 1831 Diegem, Belgium

1731 Zeilik, 23 Doornveld 115, Belgium

Clarendon House, 2 Church Street, Hamilton, HM11, Bermuda

Avenida Macuco, 726, 12th Floor, Edificio International Office, CEP04523-001,
Brazil

Rua Itapohs, n° 1921, Pacaembu, Sao Paulo, 01245-0C0. Brazil

Estrada dos Bandeirantes, 1793, Curicica, |Jacarepagua,
Ric de Janeiro, Brazil

280 Liberté Ave, Candiac Québec J5R 6X1, Canada

8908 60 Avenue NW, Edmonton AB, T6E 6A6, Canada

No 298, East Rong Le Road, Sengjtang District, Shanghai, China

1 Xin We Liu Road, Changzhou Export Processing Zone, Changzhou, langsu
Province, China
Room 1066, Building 1 No 215 Lian He Bei Lu, Fengxian District, Shanghar. China

2007C, 20th Floor, No. 21 Building, No 5 Community, Shuguangxili Lane,
Chaoyang District, Beyjing, China

Uit No 2001-2007A, No 21 Building, Shuguangxil Lane AS, {haoyang District,
Beijing, China

No 9 Wux: Road, Yantai Economic and Technology Development Zone, Yantal,
Shandong Province, China

586 Dongxing Road, Songjiang Industry Zone, Shanghai, 201613, China

588 Dongxing Road, Songjiang Industry Zane, Shanghai, 201613, China

Room 1615B, No 118 Xinling Road, Shanghai Pilet Free Trade Zone, China

Sulte 1-1201, BoRun Commercial Plaza, Tianjin Development Zone, China

No. @ Dongxin Road, Jilangsu Yangtze River International Chemical Industrial Park,
hangsu Province, China

Rm 1116-1117, The Petrochemical Trading Edifice, Zhangpagang Free Trade Zone,
hangsu Province, China

New Material industnal Park, Shiydan Road, Qinda Industral Park, Chengyang
District, Qingdao, 200331, China

Roomn 427 Building 2 No 351 Guo Shou Jing Road, China {Shanghai) Pilot Free
Trade Zone, China

Area A, 1st Floar Building 7, 298 East Rongle Road, Songjiang Distr ct, Shanghat,
China

Section G Fleor 2, Building 7, 298 East Rongle Road, Songjang District, Shanghai,
China
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 Johnson Matthey A/S

*

* » * >

* %

* #

Reilated undertakings (continued)

Entity

AG Holding Ltd

Cascade Biochem Limited’

llumink Limited

IMEPS Trustees Limited

Johnson Matthey Battery Systemns Engineering
Limited

Johnson Matthey (CM) Limited (dissolved on
28th May 2019)

Jehnsan Matthey Davy Technologres Internationa!
Limited

Jehnson Matthey Davy Technologies Limited

Jehnson Matthey Fuel Cells Limited

Johnson Matthey Investments Limited

Jehnzon Matthey (Nominees) Limited

lohnson Matthey Precious Metals Limited

Jehnson Matthey South Africa Holdings Limited

Johnson Matthey Tianin Holdings Limited

Matthey Finance Limited

Matthey Holdings Limited

Tracerco Limited

Finex Oy

lohnson Matthey Finland Oy

Kiinteistd Oy Kotkan Huumantie 5 (70 0%)

Johnson Matthey SAS

Johnson Matthey Battery Matenals GmbH

Johnson Matthey Catalysts (Germany) GmbH

Johnson Matthey Chemicals GmbH

Johnson Matthey GmbH & Co KG’

Johnson Matthey Holding GmbH

Johnson Matthey Management GmbH

Joehnson Matthey Piezo Products GmbH

Johnson Matthey Redwitz Real Estate (Germany) B V
& Co. KG7

Johnson Matthey Hong Kong Limited

Johnson Matthey Pacific Limited?

Johnson Matthey Process Technologies Holdings
Hong Kang Limited

Johnson Matthey Tracerco Holdirgs Hong Kang
Limited

Macfarlan Smith (Hang Kong) Limited

Johnson Matthey Chemucals India Private Limited

Johnson Matthey india Private Limined
Johnson Matthey Limited

Stepac L A. Lid.

Johnson Matthey JtaliaS rl

Johnson Matthey Fuel Celis Japan Limited
Johnson Matthey fapan Godo Kaisha
Johnson Matthey DQOEL Skope

Ichnsor: Matthey Sdn Bhd

Johnson Matthey Services 5dn Bhd

Tracerco Asia Sdn. Bhd

Tracerco Asia Services 5dn Bhd

lohnson Matthey de Mexico, S deRL deCV

Johnson Matthey Servicios, 5 de R.L de CV
Intercat Europe B Y

Johnsor: Matthey Advanced Glass Technologies B V.
Johnson Matthey B v

Johnson Matthey Holdings B.v

Johnsen Matthey Net~erfands B V

Johnson Matthey Netnerlands 2 B v

Mattney Finance B V

Tracerco Norge AS

" Frederikssundvej 274D, DK-2700 Bronshy, Copenhagen, Denmark

Registered address

5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England

5th Floor, 25 Farringdon Street, London, EC4A 4A8. England
5th Floor, 25 Farringdon Street, London, EC4A 4AB. England

5th Floor, 25 Far-ingdan Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farnngdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farringdon Street, London, EC4A 4AB, England
5th Floor, 25 Farningdon Street, London, EC4A 4AB, England
5th Flaor, 25 Farringden Street, London, EC4A 4AB, England
5th Floor, 25 Farningdon Street, London, EC4A 4AB, England
5th Floor, 25 Farnngden Street, London, ECAA 4AB, England
Sth Floor, 25 Farringdon Street, London, EC4A 4AB, England
Seppolantie 1, Kotka, 48230, Finland

Autokatu 6, 20380 Turku, Finland

c/o Finex Oy, Seppolantie 1, Kotka, 48230, Finland

Les Diarmants — immeuble B, 41 rue Delizy, 93500 Pantin, France
Ostenriederstr. 15, 85368 Moosburg a.d. Isar, Germany
Bahnhofstrasse 43, 96257 Redwitz an der Rodach, Germany
Wardstrasse 17, B-46446 Emmerich am Rhein, Germany
Otto-Volger-Strasse 9b, 65843 Sulzbach!/Ts, Germany
Bahnhofstrasse 43, 96257 Redwitz an der Rodach, Germany
Otto-Volger-Strasse 9b, 65843 Sulzbach/Ts, Germany
Bahnhofstrasse 43, 96257 Redwitz an der Rodach, Germany
Bahnhofstrasse 43, 956257 Redwitz an der Rodach, Germany

Unit 2-6, B/F, 909 Cheung Sha Wan Road, Cheung Sha Wan, Kowlaon, Hong Kong
Urit 2-6, B/F, 909 Cheung Sha Wan Road, Cheung Sha Wan, Kowloon, Hong Kong
Unit 2-6, 8/F, 909 Cheung Sha Wan Road, Cheung Sha Wan, Kowloon, Hong Kong

Umit 2-6, 8/F, 909 Cheung Sha Wan Road, Cheung Sha Wan, Kowloon, Hong Kong

Urit 2-6, 8/F, 909 Cheung Sha Wan Read, Cheung Sha Wan, Kowloon, Hong Kong

Piot No BA, MIBC Industrial Estate, Taloja, District Raigad, Maharashtra 410208,
India

103, Ashoka Estate, 24, Barakhamba Road, New Dethi - 110001, intia

13-18 City Guay, Dublin 2, D02 ED70, Ireland

Tefen Industrial Park Bldg #12, Post Box 73, Tefen, Western Galilee, 2495900, Israel

No 2, Via Tatucchi, Turin, italy

5123-3 Kitsuregawa Sakura-shi, Tochigl, 329-1412, jJapan

5123-3 Kitsuregawa, Sakura-shi, Tochigl, 329-1412, Japan

TIDZ Skopje 1, 1041 Ilinden, Macedoma

Suite 16-03, Level 16, Wisma UOA 11, 21 Jalan Pinang, 50450 Kuala Lumpur,
Malaysia

Suite 16-03, Level 16, Wisma UOA LI, 21 Jalan Pinang, 50450 Kuala Lumpur,
Malaysia

Suite 16-03, Level 16, Wisma UOA I, 21 |alan Pinang, 50450 Kuala Lumpur,
Malaysia

Suite 16-03, Level 16, Wisma UCA |1, 21 Jalan Pinang, 50450 Kuala Lumpur
Malaysia

Av de Margues y Av. de la Canada, 2a Etape Parque Industrial Bernardo Quintana
El Marques, Querataro C P, 76245, Mexico

Av Ramon Rivera Lara 6620, Parque Industnal Juarez, Chihuahua, Mexico

Fregalweg 38, 6222 NZ Maastricht, Netherlands

Fregatweg 38, 6222 NZ Maastricht, Netherlands

Otto-Volger-Strasse 9b, 65843 Sulzbach!Ts. Germany

Fregatweg 38, 6222 NZ Maastricht, Netherlands

Fregatweg 38, 6222 NZ Maastncht, Netherlands

Fregatweg 38, 6222 NZ Maastnicht, Netherlands

Fregatweg 38, 6222 NZ Maastncht, Netherlands

Kokstadflaten 3%, 5257 Kokslad, Nerway

Johnson Matthey
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38 Related undertakings {continued)

Johnson Matthey Battery Systems Spélka z
ograniczong odpowledzialnocicla

lohnson Matthey Poland Spélka z
ogramczong odpowiedzialnocscig

RPGZ Vi Spotka 7 ograniczong
odpowiedzialnocicig

Macfarlan Srmiuth Portugal, Lda

Johnson Matthey Catalysts LLC

International Diol Company (4 3%)

Johnsen Matthey General Partner {Scotland)
Lirnited

Johnson Matthey {Scotland) Limited
Partnership?

Macfarian Smith Limited

Meconic Limited

Johnson Matthey Singapore Private Limited

Johnson Matthey (Proprietary} Limited

johnson Matthey Research South Africa
(Proprietary) Liruted

Jehnsan Matthey Salts {Proprietary) Limited

Joehnson Matthey Catalysts Korea Limited

Johnson Matthey Korea Limited

|Jehnson Matthey AB

Jehnson Matthey Formox AB

Johnson Matthey & Brandenberger AG

Johnson Matthey Finance GmbH

Johnson Matthey Finance Zurich GmbH

LiFePO4+C Licensing AG

lehnson Matthey (Thailand) Limited

*

*

E

Jehnson Matthey Holdings {Thailand)
Limited

Jehnson Matthey Serwvices (Trinidad and
Tobage) Limited

Stepac Ambala) Malzemeler Sanayi Ve
Ticaret Anonim Sirkett

JM Heldings UK LLC

JM Heldings US1LC

Johnson Matthey Fuel Cells, Inc

Johnsor Matthey Holdings, Inc

Johnson Matthey inc ?

Johnson Matthey japan, Inc

Johnson Matthey Materials Inc

Johnson Matthey North America, inc

Johnson Matthey Overseas Haldings In¢

Johnson Matthey Pharmaceutical Matenals,
Inc

Johnson Matthey Pracess Technelogies, tnc

Jehnsen Matthey Stationary Ernissions
Control LLC

Johnson Matthey US 2 LLC

Matthey Pharmaceutical Alkaloids, LLC
{50 0%)

Red Maple LLC (50 G%)

Raglstered address

'PL 44-109 Gliwice, ul Einsteina 36, Poland
Ul Alberta Einsteine 6, 44-109, Gliwice, Poland
Ul Pilotow 2E, 31-452, Krakow, Poland

Largo de 530 Carlos 3, 1200-410 tisboa, Portugal

1 Transportny Proezd, 660027 Krasnoyarsk, Russia

1st Basic industrial Road 218, P.O Box 12621, Juba:l industnal City, 31961, Saudi Arabia
10 Wheatfield Road, Edinburgh, Midlothian, EHT1 2QA, Scatland

10 Wheatfield Road, Edinburgh, Midlothian, EHT1 20A, Scotland

10 Wheatfield Road, Edinburgh, Midlothian, EH11 2QA, Scotland

10 Wheatfield Road, Edinburgh, Midiothian, EH11 20A, Scotland

4 Shenton Way, #15-01 SGX Centre 2, 068807, Singapore

Corner Henderson and Premier Roads, Germiston South Ext 7, Gauteng, South Afrnica
Corner Henderson and Premier Roads, Germiston South Ext 7. Gauteng. South Africa

Corner Henderson and Prermier Roads, Germiston South Ext 7. Gauteng, South Afrnica

A-dorg 2906-ho, 13 Heungdeok 1-ro, Giheung-gu, Yongin-si, Gyeonggi~do, South Karea

101-2803, Lotte Castle, 109, Mapo-daero, Mapec-gu Seoul, South Korea

Viktor Hasselbtads gata 8, 421 31 Vastra Frolunda, Goteborg, Sweden

SE-284 80, Perstorp, Sweden

Glattealstrasse 18, BO52 Zurich, Switzertand

Hertensteinstrasse 51, 6004 Lucerne, Switzerland

Glatttalstrasse 18, 8052 Zurich, Swtzerland

Hertensteinstrasse 51, 6004 Lucerne, Switzerland

1858412 interlink Tower, 5th Fioor, Debaratna Road, Kwang Bangna Tai, Khet Bangna,
Bangkok 10260, Thailand

1858/12 Interlink Tower, 5th Floor, Debaratna Road, Kwang Bangna Tai, Khet Bangna,
Bangkok 10260, Thailand

Queen's Park Place, 17-20 Queens Park West, Port of Spain, Trinidad and Tobago

Guzeloba Mah Rauf Denktas Cad . No.56/101, Muratpaga/Antalya, Turkey

Corporation Service Company, 2711 Centerville Read, Surte 400, Wilmingten DE 19808, USA
Corporation Service Company, 2711 Centervile Road, Suite 400, Widmington DE 19808, USA
Corporation Service Company, 2711 Centerviile Read, Suite 400, Wilmington DE 19808, USA
Corporation Service Company, 2711 Centervitle Road, Surte 400, Wilmington DE 19808, USA
Corporation Service Cempany, 2595 Interstate Drive, Suite 103 PA 17110, USA
Corporation Service Company, 2711 Centerville Road, Suite 400, Wilrmangton DE 15808, USA
CSC Lawyers Incorperating Service, 2730 Gateway Oaks Drive, Suite 100,

Sacramento CA 95833, USA
Corporation Trust Center, 1209 Qrange Street, Wilmington DE 19801, USA
Corporation Service Campany, 2711 Centerville Road, Surnte 400, Wilmington DE 15808, USA
Corporaticn Service Coampany, 2711 Centerviile Road, Suite 400, Wilmington DE 19808, USA

Corporation Service Company, 27 11 Centerville Road, Suite 400, Wilmington DE 15808, USA
Corparation Service Campany, 2711 Centerville Road, Surte 400, Wilmington DE 19808, USA

Corporation Service Company, 2711 Centerviile Road, Suite 400, Wilmington DE 19808, USA
Corporatian Trust Center, 1209 Orange Street, Wimington DE 19801, USA

Corporation Service Company, 2711 Centerville Road, Suite 400, Witmington DE 19808, USA

In some jurisdictions in which the group operates, share classes are not defined and in these instances, for the purpose of disclosure, these
holdings have been classified as ordinary shares

indimary and prete e snares

1mirec partne shi no shate capra

Fotndrary and ron-omecateee rodeenrab o ncvenence chares
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Notes on the accounts continued

for tne year ended 31st March 2019

39 Changes in accounting policies and restatements

This note explains the impact on the group's and parent company’s accounts of the adoption of IFRS 9, Financial instruments, and IFRS 15,
Revenue from Contracts with Customers, that have been applied from 1st April 2018 and the restaterment of prior year comparatives for
location swaps, sale and repurchase agreements and cash and borrowings

IFRS 9

IFRS 9 introduces new requirements for recognition, classification and measurement of financial assets and financial habilities, a new
impairment model for financial assets based on expected credit losses and simplified hedge accounting, replacing the requirements of
IAS 39, Financial Instruments Recognition and Measurement

impaect of adoption

Under IFRS 9, changes 10 the classification and measurement of financial assets have been applied retrospectively by adjusting opening
retained earnings at 1st April 2018 The group has chosen not to restate comparative information for prior peneds The impact of adopting
IFRS 9 on the group’s equity as at 1st April 2018 15 a decrease of £1 milbon (and was immaternal for the parent company)

Classifrcation and measurement

The group and parent company have classified their financial instrurents in the appropriate IFRS 9 categones as at 1st April 2018 and, as a
result, £160 million of trade recevables were reclassified from being valued st amortised cost to fawr value thraugh other comprehensive
incorne because they are held 1n a part of the group with a business model to hold trade receivables for collection or sale Derivative
financial instruments that did not qualify for hedge accounting under IAS 39 were classified in the fair value through profit or loss category
and gains and losses have been recognised 1n the iIncome staterment for the year There 1s no change in the classification of these financial
instruments under I[FRS 9 as they fail the contractua! cash flow characteristics test.

The group and parent cormpany have rectassified their financial assets as follows

Sroar Faren! comparry

2019 pIE 2019 MR

fiesrated Testated

IFRS 9 AS 39 RS9 145 39

Finenzal asscts IFkS S IAS 148 £ miltion t milnar £ mitlion t m:tlicn
Quoted bonds purchased to

fund pension deficit Fvrock Availabie for sale 52 53 - -

Unguoted investments V1oL Available for sale - 3 7 7

Trade receivables Amortised cost Loans and receivables 1,031 889 206 166

Trade receivables? VTOCH Loans and recewvables 173 160 - -

Qther receivables Amortised cost Loans and receivabies 226 159 2,084 2,262

Qther recervables? FVTPL® Loans and receivables 9 10 - -
{ash and cash equivalents -

cash and deposits Amortised cost Loans and receivables 90 203 11 82
Cash and cash equivalents -

money market funds- FVTPL? Loans and recevables 347 171 347 171

Dervatives FVTPL® Held for trading as 21 a6 21

See below

Trade recevables rec assified t far value throuah o hier comprebensye neorme cnadophion of IFRS 9 because they dare hetd 10 ¢ pert of the group with o bus ness model to
i ld srade recenab'es tor colleclion or sale

+ Otner recervables asd money market furids reclassles 10 fair value through profiz or foss on adaption cf ITRS Y Lecatse th & cash o do not “epresent sole y the payrr ent
of prnupe ardd nlerest

d 1 walue through other comprehiens ve inome

* -arvealue through prohit or loss

imparrment of financial assets

Trade and contract receivables are subject 1o IFRS 9's new expected credit loss model and, as they do not contain a significant financing
element, expected credit losses are measured using the simplified approach, which requires expected hfetime losses to be recognised from
initial recognition Whilst cash and deposits are also subject to the impairment requirements of IFRS 9, there was no identified impairment
loss on these balances

Hedge accounting

Derrvative financial instruments designated as part of cash flow hedges, tair value hedges and net investment hedges under 1AS 39 at
315t March 2018, continue to qualify fo- hedge acccunting under I[FRS 9 at 1st Apri. 2018 and are, therefo-e, treated as continuing hedges

Johnson Matthey
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Notes on the accounts continued

for the year ended 31st March 2016

39 Changes in accounting policies and restatements continued)

IFRS 15

IFRS 15 supersedes all revenue standards and interpretations in IFRS. it provides a principles-based approach for revenue recognition and
requires that reveriue 15 recognised as the distinct performance obligations promised within a contract are satisfied either at a point in time
or over time Following the detailed review of the transactions performed In the year ended 31st March 2018 the group has concluded that
ali swaps (location and form} and sale and repurchase agreements will be excluded from revenue under IFRS 15

The impact on the financial statements as a result of the move to IFRS 15 has led the group to conclude that the group and parent company
should apply IFRS 15 on a fully retrospective basis, which means that the comparative information for the year ended 31st March 2018 has
been restated The following expedients have been used in accordance with paragraph C5

* revenue In respect of completed contracts with variable consideration reflects the transaction price at the date the contracts were completed, and
= the transacticn price allocated to unsatisfied and partally unsatisfied performance obligations as at 315t March 2018 15 not disclosed

The group and parent company have not shown the amount of the adjustments relating to periods before those presented on the basis that
1t 15 net practicable to do s0 Movements 1n inventories, recevables and payables in the consohdated cash flow statement for the year ended
31st March 2018 have not been restated on the same basis The overall impact on equity 1s less than £5 muilion as a result of the re-presentation of
the financial statements as at 31st March 2018 and there 1s no impact on sales excluding precious metals, protit, working capital, net debt
or net assets We have taken the same approach to the parent company accounts and restated those accordingly

tmpact of adoption

The group has noted that the presentation of sales and purchases of certain commodity forward contracts varies across its industry peer
group In conjunction with its adoption of IFRS 15, the group has reviewed 1ts accounting for a number of such contracts held by the
Plattnum Group Metal Services business The group regularly enters into contracts whereby metal is transferred with a separate agreement
to buy back the metal, either in a different location and/or In a different form. IFRS 15 requires the presentation of swap transactions
{regardiess of whether they are a location or form swap} with counterparties of a similar nature to the group to be excluded from revenue
It further clarfies that transactions with a linked sale and future repurchase {sale and repurchase agreements) are excluded from revenue
and treated as finance transactions

The impact of applying this presentation of form and location swaps te the financial statements is to reduce revenue and cost of sales for
the year ended 31st March 2018 by £840 millicn with no impact on sales excluding precious metals, profit, working capital, net debt or net
assets This change has also decreased inventones by £2 million and ncreased receivables by £2 milhon as at 3 st March 2018. Location
swaps are alsc non-revenue transactions under tAS 18. Had the group net restated under IFRS 15, the financial impact of restating location
swaps and other, smaller errors 1dentified during the process, would be to decrease revenue and cost of sales by £62 1 mithon, with no
impact on reported profit, net assets or net debt

IFRS 15 provides new guidance i respect of principal versus agent considerations which is relevant to the sale of metal and substrate in
Clean Air and to the sale of metal in Efficient Natural Resources Revenue from refining metal owned by customers in Efficient Natural
Resources continues to be recognised aver bime on the basis that the group is enhancing an asset controiled by the customer Revenue in
respect of the sale of the company's metal and substrate continues 1o be recognised on a gross basis reflecting the fact that the group is
the pnncipal Where the group refines metal owned by customers and control of the metal remains with the custemer during the process,
the revenue recognised does not include the value of the metal contralled by the custorner The impact on the group’s tncome statement
1s to mncrease revenue and cost of sales by £2 muillion, with no net impact on profit The impact on the group’s balance sheet 15 to reduce
inventory by £18 million, tncrease contract recevables £20 million, increase accruals £2 million, decrease contract hatulitres £3 millien
and increase opening retained earnings £1 mlion There is no impact on the parent company accounts

Restatements
Sale and repurchase agreements

The group has restated the financial statements to exclude revenue and cost of sales derived from sale and repurchase agreements

and account for these as finance transactions Application of this change in presentation to the financial statements for the year ended

31st March 2018 reduces revenue and cost of sales by £3,610 million This change has also increased mventories by £161 rmullion, creditors
by £215 million and receivables by £54 million as at 31st March 2018 This change also increased finance costs and finance income by

£20 mullion, respectively

The re-presentation of the financial statements has no impact on sales excluding precious metals, profit, working capital, net debt or net
assets and, tnerefore, tustoric business performance measures commuricated by the group are unchanged

Cash and borrowings

The group’s consolidatea balance sneet and cash flow staternent have been restated to increase cash and deposits by £45 mithon, bank overdrafts
by £17 million and other current borrowings and related swaps by £28 million at 31st March 2018 to better retlect the group’s cash pooling
arrangements in addition, money market funds of £171 milbon have been shown separately from cash and deposits The parent company
balance sheet has also been restated to increase cash and deposits by £35 rmillion and bank ove-drafts by £35 miilion at 37st March 2018

lohnson Matthey
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Notes on the accounts continued
for the year ended 31st March 2019

39 Changes in accounting policies and restatements {continued)

Impact on the group accounts
Consolidated Income Statement

¥ear cowed 3187 Marct 2018

Lotat 01

cwaps and
Sale el
Ay v usly reqyar b ase
opoted RS 1E agreemd atsy Restated
tmilen £ mitior t it an £ mlllion
Revenue 14,122 (217} (3,631) 10,274
Cost of sales {13,214) 217 3,631 (9,366)
Gross profit 908 - - 208
Finance costs 143} - {20} {63)
Finance income 5 - 20 25

Profit before tax 320 - - 320
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Total non-current assets 2,428 - - - 2,428
Current assets
Inventories 783 (20) 161 - 924
Current income tax assets 35 - - - 35
Trade and other receivables 1,228 22 54 - 1,304
Cash and cash equivalents - cash and deposits 329 - - (126} 203
Cash and cash equivalents — money market funds - - - 171 17
Other financial assets 15 - - - 15
Total current assets 2,390 2 215 45 2,652
Total assets 4,818 ? 215 45 5,080
Current Habilities
Trade and other payables (1.012) (1) {215} - {1,228)
Current incame tax habilities {149) - - - (149)
Cash and cash equivalents - bank overdrafts (53) - - (17} {70)
Other borrowings and related swaps {10) - - (28) {38)
Other financial habilihies (12) - - - {12)
Provisions (37} - - - {37)
Total current liabilities (1,273) n {215} (45} {1,534)
Total non-current liabilities {1.167) - - - {1,167)
Total llabilities (2,440) m (215} (45} (2,701)
Net assets 2,378 1 - - 2,379
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Impact on the parent company accounts
Parent Company Balance Sheet

Other receivables
Cther

Total non-current assets

Current assets

Inventories

Trade and other receivables

Cash and cash equivalents ~ cash ang deposits
Cash and cash equivalents ~ money market funds
Other financial assets

Total current assets
Total assets

Current {iabilities

Trade and other payables

Current incorne tax liabiiities

Cash and cash equivalents — bank overdrafts
Other borrowings and related swaps

Other financial siabilittes

Provisions

Total current labllities
Total non-current liabilities
Total liabilities

Net assets
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Notes on the accounts continued
for the vear ended 31st March 2019

39 Changes in accounting policies and restatements (continued)
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1,013 - - - 100 1,113
2,803 - - - - 2,803
3,816 - - - 100 3,916
124 2) 87 - - 209
1,377 2 54 - {100 1,333
218 - - {136) - 82
- - - 171 - 171
15 - - - - 15
1,734 - 141 a5 {100 1,810
5,550 - 141 35 - 5,726
(2,552) - (141) - - (2,693)
(56) - - - - {56)
(nH - - (35) - {46)
4) - - - - (4)
{14) - - - - {14)
(5) - - - - (5)
{2,642) - (141) (35) - (2,818)
(1,512) - - - - (1,512)
{4,154) - (141) (35) - {4.330)
1,396 - - - - 1,396



Independent auditor’'s report

to the members of johnson Matthey Plc

Report on the audit of the financial statements

QOpinion
In our opinion
= Johnson Matthey Pic s Group financal statements and parent company financial statements (the “financial staterments’) give a true and fair

view of the state of the Group’s and of the parent company’s affairs as at 31 March 2019 and of the Group's profit and cash flows for the year
then ended,

*

the Group financial statements have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adepted by the European Union,

* the parent company financial statements have been properly prepared irt accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, compnsing FRS 101 “Reduced Disclosure Framework”, and applicable law), and

+ the financial statements have been prepared i accordance with the requirements of the Companies Act 2006 and, as regards the Group
financial statements, Article 4 of the 1AS Regulation

We have audited the finanaial statements, included within the Annual Report, which comprise the consclidated and parent company balance
sheets as at 31 March 2013, the consclidated income statement and consolidated statement of total comprehensive income, the consolidated
cash flow statement; the consohdated and parent company statement of changes in eguity for the year then ended, and the notes to the financial
statements, including the Accounting Policies

Our opinion 1s consistent with our reporting to the Audit Committee

Basis for opinion

We canducted our audit in accordance with International Standards on Auditing (UK) ("ISAs {UX)") and applicabte law Our responsibilities under
15As {UK) are further described in the Auditors’ responsibihities for the audit of the financial statements section of our report We believe that the
audit evidence we have obtained 1s sufficient and appropriate te provide a basis for our opinion

Independence

We remained independent of the Group 1n accordance with the ethical requirements that are relevant to cur audit of the financial statements
In the UK, which includes the FRC's Ethicat Standard, as applicable to listed public interest entiies, and we have fulfilled our other ethical
responsibilities in accordance with these requirements

Ta the best of cur knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethucal Standard were not provided to the
Group or the parent company

Other than those disclosed in note 10 to the financial statements, we have provided no non-audit services to the Group or the parent company
in the period from 1 April 2018 to 31 March 2019

Johnson Matthey
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Independent auditor's report continued

to the members of johnson Matthey Plc

Our audit approach

Cverview

+ Overall Group matenality £25 millior, based on 5% of profit before tax, adjusted for less on disposatl
of businesses, loss on significant legal proceedings. majer impairment and restructuring charges

* Overall parent company mateniality £15 milion, based on 1% of total assets capped at the atlocated
Group component matenahty

* We conducted an audit or specified procedures at 77 components which together accounted for 8G%
of Group profit before taxation

* In addition o the UK reporting uruts, the US and China components were visited by members of the
Group engagement team during the year

* Carrying value of goodwill and capitalised develapment costs {Group)
« Claims, uncertainties and other provisions (Group)

* Taxation accounting (Group)

* Refinery metal accounting (Group, Company)

* Precious metals management - accounting for hedged metal {Group, Company)

The scope of our audit

As part of designing our audit we determined matenality and assessed the risks of material misstatement in the financial statements.

Capabiitty of the audit in detecting irreqularities, including fraud

Based on our understanding of the Group 2nd industry, we identified that the principal risks of non-compliance with taws and regulations related
to the failure to comply with international tax regulations, environmentat regulations, health and safety regulations {EHS), and anti-bribery

and corruption laws, and we considered the extent to which non-comphance might have a material effect on the financial statements We also
considered those laws and regulations that have a direct impact on the preparation of the financial statements such as the Companies Act 2006
We evaluated management's incentives and opportunities for fraudulent marnipulation of the financial statements {including the risk of override
of controls}, and determined that the principal risks were refated to post:ng inappropriate journal entries and management bias in accounting
estimates. The Group engagement team shared this nsk assessment with the component auditors so that they could include appropriate audit
procedures in response to such risks in their work Audit procedures performed by the Group engagement team and/or component auditors
included

* Discussions with management, internal audit and the Group's legal adwisors, including consideration of known or suspected instances of
non-compliance with laws and regulations and fraud, and

* ldentfying and testing significant manual journal entries and auditing assumptions and judgerments made by management in making
significant accounting estimates.

There are inherent hmitations in the audit procedures described above, and the further removed non-compliance with laws and regulations is
from the events and transactions reflected in the financial statements, the less hkely we would become aware of it Also, the risk of not detecting
a matenal misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
concealment by, for example, forgery or intentional misrepresentations, or through collusion

We did not identify any key audit matters relating to irregulanties, including fraud Asin all of our audits, we addressed the risk of management
overnde of internal controls, including testing journals and evalusting whether there was evidence of bias by the directors that represented a risk
of matenal misstatement due to fraud, and the nisk of fraud in revenue recognition.

Johnson Matthey

Atinat ke adan A s )



Independent auditor’s report continued

to the members of jJohnson Matthey Plc

Key audit matters

Key audit matters are those matters that, In the auditors’ professional jJucgement, were of most significance in the audit of the “Inancial
statements of the current period and include the most significant assessed risks of material misstatement {whether or not due 10 fraud)
identified by the auditors, inciuding those which had the greatest effect on the overall audit strategy, the allocation of resources in the audit,
and directing the efforts of the engagement team These matters, and any comments we make an the results of our procedures thereon, were
addressed in the context of our audit of the financial statements as a whole, and in ferming our opinion thereon, and we do not provide a
separate opimion on these matters This s not a complete st of all risks identified by our audit

Key audit matter

Carrying volue of goodwill and capitalised development costs

Refer to the Significant issues considered by the Audit Committee
on page 127 and notes 17 and 18 to the financial statements.

The Group holds goadwill of £578 milhon (2018 £574 enddlion) and
capitalised development costs of £75 rmitlion (2018: £60 million) at
31 March 2019,

The Graup has ssgnificant gocdwill ansing from the acquisition
of businesses and investments In new products and technologies

The Group also has significant capitalised development costs which
are at an early stage of theirr commercial hfe cycte and as such, carry
a greater risk that they will not be commercially wiable

The impairment revtews performed by management contain a
number of sigmificant judgements and estimates Changesin these
assumptions can result in materially different impairment charges or
available headroom. Certain assets are subject to annual /mpasrment
assessment, while others with a finite hfe are reviewed f a triggening
event has been identified

How our audit addressed the key audit matter

We obtained management's value in use goodwill impairment medels
and tested and evaluated the reasonableness of key assumptions,
including CGU identification, operating cash flow forecasts and key
inputs to these forecasts, long term growth rates, and discount rates

We obtained the Impairment trigger assessment and value In use
impairment models over generic drug development performed by
management to assess the key assumptions considered, including
operating cash flow forecasts and key inputs to these forecasts,
perpetulty growth rates, and discaunt rates

We tested the mathematical integrity of the forecasts and carrying values in
managerment’s impairment models and confirmed that management’s
estimate of each CGU's recoveratie arnount 15 appropriately based an the
higher of fair value less costs of disposal and value In use

We agreed the forecast cash flows to management’s approved budget,
assessed how these budgets are compiled and understood key related
judgements and estimates, including short-term growth rates and cost
allocations For each matenal CGU we either performed independent
testing of the assumptions (as explained below) or corroborated them
to supporting evidence. We have assessed the reascnableness of cash
flow forecasts in the context of the individual impairment analyses

We engaged our valuations experts where necessary to assess the long
tesrmn growth rate and discount rate for each CGU by comparison with
third party iInformation, past performance and refevant risk factors.

We performed our own independent sensitivity analys:s to assess
whether a reasonable downside change in the key assumptions could
give nse to a matenal impairment

We assessed management's historical forecasting accuracy by comparing
the prior year forecasts with actual results This informed the
assumptions apphed to our independent sensitivity analysis

As a result of our work, we agreed with management's conciusions on
the recoverability of the goedwilt and capitakised development costs
We have assessed management’s disclosures in light of the impatrment
tasting performed and we considered the disclosures made to be reasonable

jehnson Matthey
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Independent auditor's report continued

to the members ot Johnson Matthey Plc

Key audit matter

How our audit addressed the key audit matter

Claims, uncertainties and other provisions

Refer to the Sigrificant 1ssues considered by the Audit Commuttee
on page 127 and notes 28 and 36 to the financial statements

This risk covers product liabihty 1ssues and other itigious matters
across the Group.

Due to the complex nature of the products offered by Johnson
Matthey, the Group at any point in time may be expesed to product
habihty 1ssues including claims for damages or compensation The
assumpliens underpinning these ctaims ang the wentification

of when such claims arise are inherently judgemental. Careful
consideration needs to be gwven as to how they are estimated

and subsequently accounted for

The Group s also involved in various legal proceedings, including
actual or threatened litigation and requiatory investigalions

The Group discloses such nisks as contingent habilities where 1t is unable
to make a reliable estimate of patential exposures or where it behieves

a possible cbiigation Is not probable If the Group is unable to detend
against such claims, these risks could give rise to a future hability.

Taxation accounting

Refer to the Significant issues considered by the Audit Committee on
page 127 and to the Accounting Policies in the financial statements

The Group holds tax provisions of £102 mitlhien {2018 £86 million)

The Group operates In a number of international jurisdictions, and as
a result there s nisk of uncertain tax exposures around the Group and
heightened risk around estimates in determining the tax effect of
cross border transactions including transfer pricing arrangements

Where the precise impact of the tax laws and regulations on taxes payabie
on profil ansing in those junsdictions 15 unclear, the Group seeks to make
reascnable estimates to determine the tax charges that may arise

Jehnson Matthey
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For Itigation pravisians, we read the summary ef major liigation matters
provided by management and held discussions with the Group's general
counsel For a sample of matters, we oblained and reviewea correspondence
with external legal counsel vwth respect to matters included in the summary

We have circularised externzl legal counset to independently assess legal
exposures and expected outcome for matenal cases across the Group

We reviewed board mmutes and made inguines of management to address
the nisk of undisciosed claims and uncertainnes. We performed audit
procedures {o identify any third party legal counsel usec by management
and as appropnate included them tn our circulansation

We have assessed the underlying assumptions underpinming product habitity
claims by considening past history in settlement of such ctarms as evidence of
likely settlement of open matters We applied professional scepticism in
auditing both the likely outcome and quantification of claims, including
performing audit procedures over clasms management determined to be
immatenal and requesting management provide further support

We have assessed the level of provisionirg and contingent hability
disclosures, where relevant, In response to known claims

Based on the procedures outlined, we are satisfied that management’s
provssioning estimates were adequately supported and appropriate
disclosures have been provided

We engaged our tax specialists in support of our aud;t of tax and
obtained an understanding of the Group's tax strategy and risks We
recalculated the Group's tax provisions and determined whether the
treatmenits adopted were in line with the Group's tax policies and had
been applied consistently

We evaluated the key underlying assumptions and judgements, including
considering the status of tax authority audis and enquinies through
exarmining the latest correspendence and enquinng of management We
considered the basis and suppart in particar for provisions not subject to
tax audit in comparison with our experience for similar situations

We evaluated the consistency of management's approach to identifying
triggering events o reassess or record a provision far an exposure

We also evaluated the consistency of management’s approach o
establishing or changing prior provision estimates and validated that
changes in prior provisions reflected a change in facts and circumstances.

Our in-scope components performed audit work on the local tax expense
and completeness of the corresponding liability or asset position and we
performed analytical procedures at a Group level on any large markets
that were out of scope

We also considered the adequacy of the Group's disclosures in respect of
tax and uncertain tax positions

We are satisfied that management’s provisions with respect to uncertain
tax matters have been prepared on a reasonable basis that represent
management’s current best estimate of the most likely outcorne

We consider management's disclosures with respect to tax matters

1o he appropriate




Independent auditor's report continued

to the members of Johnson Matthey Plc

Key audit matter

How our audit addressed the key audit matter

Refinery metal accounting

Refer to the igrificant issues considered by the Audit Committee on
page 126 and to the Accounting Policies 1n the financial statements

The Group refines a significant amount of metal Complex estimates are
apphed in determining the year-end inventory balances including

{1} Estimation of the level of metal contained in the carner matenal
entenng the refining process, and the refined metal that leaves the
refining process,

{u) Estimates of the melal at the rehinenes at the time of stock takes, and
the subsequent sampling and assaying to assess the precious metal
content on stock take date,

(in) Estimates of the process losses of precious metals that may be lost
dunng the refining and fabncation process, and the adequacy of
these provisions at year-end, and

{iv) Estimates of the net realisable value of unhedged metal held at
year-end,

As part of its refining activities, the Groug processes material on behalf
of third parties, whereby the Group must return pre-agreed recoverable
quantities of refined metal to those parbes at an agreed date Assuch,
the Group's year-end metal inventory 1s reduced or increased dependent
on Its ability to recover metal as part of its refining operations.

The majonty of metal processed at refinenes i1s ownad by custerners and
is not held on the financial balance sheet of Group As such, the Group
performs a metal balance sheet reconclliation to ensure quantities of
precious metals held at year-end are appropriately understeod, classified
and reconcled This ensures that only the Group owned inventory 1s
recorded on the balance sheet, and that the price allocated to this owned
inventory 15 at the lower of cost and net realisable value

The refining process and its associated estimates are deerned a significant
nisk, as a smail vanation in underlying estimates or classification could
result in a material change to the quantity or valuation of inventory.

Precious metals management - accounting for hedged metal

Refer to the Stgmificant 1ssues considered by the Audit Commitiee on
page 126 and note 39 1n the financial statements

The Group operates a Precious Metals Management {*"PMM®} division
that is responsible for sourcing precious metal and managing price
exposures and inventory levels of the significant quantities of precious
metals that are processed and converted into manufactured goods

Whilst PMM sources metal on the Group's account and sells this to
custormers, 1t also obtains metal by entering into metal leasing
contracts with financial institutions and manages significant quantities
of customer owned metal To execute its strategy and comply with the
Group's risk management policies, PMM aperates 2 number of trading
desks that enter into spot, forward and swap transactions with
custorners, suppliers and financial institutions. PMM is not mandated
to enter into speculative trades for the purpose of making a profit.

The accounting for these transactions is complex and as part of the
Group's adoption of iFRS 15 - Revenue from Contracts with Customers
{"IFRS 157) together with management we have perfarmed a detalled
review of the activities of PMM and reassessed the required accounting
for these transactions under bot1 IAS 18 — Revenue {1AS 187) and
IFRS 15 This revieve has concluded that certain commaodity contracts
{principally swaps and sale and repurchase agreements) should not be
included wathin revenue i the current year or the prior year

The prior yeat financial statements have therefore been restated, and
the impact of botn the adoption of IFRS 15 and other prior year items
requir ng restatement have been separately disciosed

We evaluated the design and operation of key controls at the mam
reflning locations over stock takes, and metal assaying procedures

We tested that the metal balance sheet was prepared and reviewed on
a monthly basis

We tested the classification of precious metals at year-end on the metal
balance sheet, to determne if metal was cwned by the Group or the
customer Qur procedures included sending confirmations to customers,
and testing the customer metal that was in the refining process, but not
contractually due

We assessed management's policy for recognising stock take gains and
losses arising from the stack takes that occurred during the year, We
performed site visits and attended physical stock counts at sites to verify
existence of stock and adherence to the Group's stock take processes, and
the reasonableness of stock take gains and losses that have been recorded

Woe assessed provisions for inventory process loss compared to histonical
trends and stock take results to assess the ikehhood and guantum of
processing loss (If any} of metal between the date of the stock take and
the year-end date

We tested that all unhedged metal was being held at the lower of cost
ang net realisable value, on an individual metal by metal methodology.
with reference to external metal price data

We considered the adequacy of the Group's disclasures about the degree
of estimation involved in arriving at the measured inventory.

We are satisfied with the quantity and valuation of inventory, and that
such balances were adequately supported and in line with relevant
Group accounting policies

As PMM uses a number of different cormmodity contracts we gained an
understanding of each type and evaluated how these were accounted
for, including consideration of-

« the application of the ‘own use’ exemption for valuing finarcial
instruments, and how metal inventory was recorded and valued at
year-end, and

* how ‘safe and repurchase’ and 'swap’ transactions are accounted for
under the Group's accounting pelictes, IAS 18 and [FRS 15

We reviewed management's exercise to disaggregate the commodity
contracts and identify whether or not such transactions should be
included within revenue in both the current and prior year

We agreed a sample of trades to external evidence to provide support
that the trades had occurred, were accurately recorded and were
correctly classified

We considered management's allocation of adjustments between those
arising from the impiementat:oa of IFRS 15 and from other
restatements, and the associated disclosures made in the financial
statements We beheve the allocation of the adjustments and associated
disclosures is appropnate

Johnson Matthey
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Independent auditor’'s report continued

0 the members of Johnson Matthey Plc

How we tailored the audit scope

We tallored the scope of our audit to ensure that we performed enough wark to be able to give an opinion on the financial statements as a
whole, taking into account the structure of the Group and the parent company, the accounting processes and controls, and the industry in which
they cperate

The Group 15 structured across four sectors, Clean Air, Efficient Natural Resources, Health, and New Markets, as well as the Corporate central unit
The financial statements are a consolidation of approximately 315 Business Units We have identified each individual Business Urit as a
component, or a senes of Business Units where they map to one legal stztutory entity These components comprise the Group’s cperating
businesses and holding companies across the four sectors and Corporate

Based on our risk and materiality assessments, we determined which components required an audit of their complete financial information
having considered the relative sigmificance of each entity to the Group, lccations with significant inherent risks and the overall coverage obtamed
over each matenal line item in the consclidated financial statements. We identified one component which, in cur view, required an audit of its
complete financial information, due to its size or its risk characteristics. We performed audits of complete financial information at a further 60
components

In addition to those full scope components, we performed specified procedures at 16 components over specific financial statement line 1items
inciuding revenue, trade and other receivables and deferred income, cash, intangibles, inventory, metal inventory, accruals, fixed assets and
depreciation, cost of sales and operating expenses This ensured that appropriate audit procedures were performed to achieve sufficient coverage
over these financial staterment hne items

The total 77 in-scope components are located in numerous countries around the world We used tocal teams in these countries to perform the
relevant audit procedures Of these, one component has been determined to be financially significant based on 1ts contribution to the Group
This financially sigmificant component is located in the UK

The Group consolidation, financial statement disclosures and corperate functions were audited by the Group audit team This included our work
over consohdation, lihigation provisions, taxation, goodwili post-retirement benefits, earnings per share and treasury related balances

This scope of work, together with additional procedures performed at the Group level, accounted for 84% of Group revenue and 80% of Group
profit before taxation This pravided the evidence we needed for cur apinion on the consohidated financial statements taken as @ whole This was
before considering the contribution to our audit evidence from perforrming audit werk at the Group level, including disaggregated analytical
review procedures, which covers certain of the Group's smaller and lower risk companents that were not directly included In our Group audit
scope

We issued formal written instructions to all component auditors setting out the audit work to be performed by each of them. The Group audit
team visited reparting units in the UK, US, and China duning the course of the year in order to attend local management meetings Throughout
the year, the Group audit team held reqgular meetings with all reporting units at all stages of the audit to direct and supervise the work of these
local teams and to ensure that we had a full and comprehensive understanding of the results of theirwork — particularly insofar as it related to
the identified areas of focus The Group engagement team also reviewed selected audit working papers for certain component teams
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Independent auditor's report continued

to the members of johnson Matthey Plc

Materiality

The scope of our audit was infiuenced by our appiication of materiality We set certain quantitative thresholds for materiahity These together
with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures on the
indwidual fimancial statement line items and disclosures and in evaluating the effect of misstatements, both indmidually and 1n aggregate on the

financial statements as a whaole

Based cn our professional judgement, we determined materiality for the financial statements as & whole as follows

Group financiat statements

Overall £25 million
materiality
How we 5% of profit before tax, adjusted for loss on disposal

determined it of businesses, loss an sigrificant legal proceedings

and major impairment and restructuring charges

Adjusted {underlying} prafit before tax s used as the
materiality benchmark excluding amortisation of
acquired intangibles Management uses this measure as
it believes that it reflects the underlying performance of
the Group and this is how the directors are measured

on their performance We did not adjust profit before
tax to add back amortisation of acquired intangibles as
in our view this 1s a recurring iterm

Rationale for
benchmark
applied

Parent company financial statements

£15 million

1% of total assets but materiality level 1s capped based on an
allocated Group component materiakity

We considered total assets to be an appropniate benchmark for
the parent company given that, whilst 1t does have trading
businesses it 1s the ultimate helding company, holds matenal
investments in subsidiary undertakings, incurs corporate costs
and enters into financing on behalf of the Group The
materiality leve! was capped at £15 million glven the overal!
Group matenality level

For each cormponent in the scape of our Group audit, we allocated a materiality that rs less than our overall Group materiality The range of
materality allocated across components was between £1 miliion and £15 million Certam components were audited to a local statutory audit

materiality that was also less than our overall Group matenahty

We agreed with the Audit Commuttee that we woutld report to them misszatements identified during our audit above £1.26 million. for both the
Group and parent company audits, as well as misstatements below those amounts that, in our view, warranted reporting for qualitative reasons

Going concern
In accordance with ISAs (UK} we report as follows

Reporting obligation

We are required to report If we have anything matenai to add or draw
attention to wn respect of the directors’ statement in the financial
statements about whether the directors considered it appropriate to
adopt the going concern basis of accounting in preparning the financial
statements and the directors’ identification of any material uncertainties
to the Group's and the parent company’s ability to continue as a going
concern over a period of at least twelve months from the date of
approval of the financial statements

We are required to report if the directors’ statement relating to Going
Concern 1n accordance with Listing Rule 9 8.6R(3) 1s materially
inconsistent with our knowledge obtained 1n the audit

Reporting an other information

Outcome

We have nothing matenal to add or tc draw attention to However,
because nat all future events or conditions can be predicted, this
statement Is not a guarantee as to the Group's and the parent
company's abihity 10 continue as a going concern For example,
the terms on which the United Kingdom may withdraw from
the European Union are not clear, and 1t is difficult to evaluate
all of the potential implications on the Group's and the parent
company’s trade, customners, suppliers and the wider ecanomy

We have nothing to report

The other information comprises all of the information in the Annual Report other than the financial statements and cur auditors' report thereon
The directors are respensible for the other information Our opinian on the financial statements does not cover the other information and.
accordingly, we do not express an audrt opinion o, except to the extent atherwise exphatly stated 1n this report, any form of assurance thereon

In connection with our audit of the financial statements, our responsibility ts to read the other information and, in doing se, consider whether
the other information 15 matenally inconsistent with the financ:al statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstated |f we identify an apparent matenial inconsistency or materiat misstatemert, we are required to perform procedures

to canclude whether there 1s @ material misstatement of the financial statements or a matenal nmisstatement of the other information If, based
on the work we have performed, we conclude that there is a matenal misstatement of this other information, we are required to report that fact.

We have nothing to report based an these responsibilities

tohnson Matthey
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Independent auditor's report continued

to the members of johnson Matthey Plc

Reporting on other information (continued)

With respect to the Strategic Report and Directors’ Report, we alsa considerea whether the disclosures required by the UK Companies Act 2006
have been inciuded

Based on the responsibilities described above and our work undertaken In the course of the audit, the Companies Act 2006 (CADG}, 15As
(UK} and the Listing Rules of the Financial Conduct Authority {(FCA) require Ls alsc 1o report certain opinions and matters as described
below (required by ISAs (UK) unless otherwise stated)

Strategic Report and Directors’ Report

in our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and Directors’ Report
for the year-ended 31 March 2019 15 consistent with the financial statements and has been prepared in accordance with apphcable legal
requirements (CAQGS)

tn light of the knowledge and understanding of the Group and parent company and their ervironment obtained m the course ¢ the audt,
we did not identify any matenal risstatements in the Strategic Report and Directors' Report {CA06)

The directors’ assessment of the prospects of the Group and of the principal risks that would threaten the solvency or fiquidity of the Group
We have nothing material to add or draw attention te regarding”

The directors’ confirmation on page 91 of the Annual Report that they have carried out a robust assessment of the principal risks facing
the Group, including those that would threaten 1ts business model, future performance, solvency or hiquidity

The disclosures in the Annual Report that describe those risks and explain how they are being managed or mitigated.

The directors’ explanation on page 97 of the Annual Repart as to how they have assessed the prospects of the Group, over what period
they have done so and why they consider that period 1o be appropriate, and their statement as to whether they have a reasonable
expectation that the Group will be able to continue In operation and rmeet its habilities as they fail due over the period of the'r assessment
including any related disclosures drawing attention to any necessary qualifications or assumptions

We have nothing to report having perfermed a review of the directors’ statement that they have carried out a robust assessment of the
principal risks facing the Group and staterment in relation to the longer-term viability of the Group Our review was substantially less in scope
than an audit and cnly consisted of making inquiries and considering the directors’ process supporting their staternents, checking that the
statements are in alignment with the relevant provisions of the UK Corporate Governance Code (the “Code™); and considering whether the
statements are consistent with the knowledge and understanding of the Group and parent company and their environment obtained in the
course of the audit (Listing Rules)

Other Code Provisions

We have nothing to report in respect of our responsibility to report when:

The statement given by the directors, on page 115, that they consider the Annual Report taken as a whole to be fair, balanced and
understandable, and provides the information necessary for the members to assess the Group's and parent comgany's position and
performance, business medel and strategy 1s matenally inconsistent with our knowledge of the Group and parent company obtained in
the course of performing our audit

The section of the Annual Report on pages 123 to 131 descnbing the work of the Audit Committee does not appropniately address matters
communicated by us to the Audit Committee

The directors’ statement relating te the parent company's compliance with the Cade does not properly disclose a departure fram a relevant
provision of the Code specified, under the Listing Rules, for review by the auditoss.

Directors’ Remuneration

In our opinion, the part of the Directors’ Remuneration Report to be audrted has been properly prepared in accordance with the Companies
Act 2006 (CAQ6)

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained maore fully in the Responsibility of Directors, the directors are respoasible for the preparation of the financial staternents in
accordance with the applicable framework and for being satisfied that they give a true and fair view The directors are also responsible for

such internal control as they determine is necessary to enakle the preparztion of financial statements that are free from material misstatement,
whether due to fraud or error

In preparing tne financ:al statements, the directors are responsible for assessing the Group's and the parent company’s ability to continue as a
going corcern, disclosing as applicable, maters related to going concerr and using the going concern basis of accounting unless the directors
either intend 1o hguidate the Group or the parent company or to cease oparations, or have no realistic alternative but to do so

Ichnson Matthey
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Independent auditor’s report continued

to the members of Johnson Matthey Plc

Auditors’ responsibilities for the audit of the financial statements

Our ebjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from matenal misstatement,
whether due 1o fraud or error, and to 1ssue an auditors’ report that includes our opinion Reasonable assurance is a high level of assurance, but s
not a guarantee that an audit conducted In accordance with ISAs [UK) will always detect a material misstatement when it exists. Misstatements
can anse from fraud or error and are considered material If, sndividually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken an the basis of these financial staterments

Afurther descnption of our responsibilities for the audit of the financial statements 1s located on the FRC's website at www fre org.uk/
guditorsresponsibilities This description forms part of our auditors’ report

Use of this report

This report, including the opinions, has been prepared for and only for the parent company’s members as a body in accordance with

Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in giving these opinions, accept or assume responsibility
for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by cur
prior consent (n writing

QOther required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to repart to you If, in our opinion’
« we have not recewved all the information and explanations we require “or our audit or

+ adequate accouniing records have not been kept by the parent tompany, or returns adeguate for our audit bave not been recewved from
branches not visited by us, or

certain disclosures of directors’ remuneration specified by law are not made; or

* the parent company financial statements and the part of the Directors’ Remuneration Report tc be audited are not in agreement with the
accounting records and returns

We have no exceptions to report arising from this responsibility

Appointment

Following the recommendation of the Audit Committee, we were appointed by the directors on 26 July 2018 to audit the financial statements for
the year-ended 31 March 2019 and subsequent financial periods This 15 therefore our first year of uninterrupted engagement

L

Mark Gill (Senior Statutory Audritor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

30 May 2019

Johnson Matthey
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Other Information

Other information

Our basis of non-financial reporting and information for shareholders.

Also includes a summary of our Global Reporting Initiative disclosures,

a glossary and an index.
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Basis of reporting — non-financial data

This report has been prepared in accordance with the GR! Standards
Core opticn It covers the period from 1st April 2G18 to 315t March
2019 Our last annual report was published i June 2018

Johnsan Matthey compiles, assesses and discloses
nen-financial information for a number of reascns

where there is a legal obligation (UK Companies Act, mandatory
carbon reporting, UK Modern Slavery Act},

to help drive improved business performance,

to demanstrate to institutional investors that Johnson Matthey's
business approach is responsible, ethical, sustainable and offers
a sound value proposition,

to dernonstrate to cur customers that Johnson Matthey's
business conduct meets or exceeds all of the required standards
and expectations;

to demonstrate o other stakeholders that Johnson Matthey
conducts its business in an ethical, responsible and sustainable
manner, and

to benchmark our cerporate performance agamnst peer
group companies

This report has been developed to incorporate the group’s significant
economic, environmental and sacial impacts and 15 set within the
context of the United Nations Srundtland definition of sustainability
{1987) and our own sustainable business goals to 2025 The principles
of inclusivity, matenality and responsiveness help to shape the
structure of the report and in setting prorities for reporting. The
report also explains how we are continuing 1o build sustainability
into our business planmng and decision making processes and how,
through our governance processes, we manage social, environmental
and ethical matters across the group

Perfarmance data covers ali sites which are under the financral
contro! of the group, ncluding all manufactuning. research and
warehousing operations of the parent company and its substdiaries

For the purposes of reporting, separate business units resident
at the same location are counted as separate sites. Data from 70 sites
was included In this report, 57 of which are manufacturing sites.

Data from new facilities 1s included from the point at which the
facility becornes owned by the company and operational All
non-financial performance data is reported on a financtal year basis
untess otherwise stated

Baseline year data has been restated, where necessary,
10 account for changes in best practice methodologies for reporting
The processes 1n place to internally and externally verfy the reported
non-financial data are descnbed on page 239. Certain employee data
15 included in the financial accounts and Is also subject to separate
external audit

Calculation methodologies for KPIs relating to six sustainabie business goals to 2025

Definition of employees and contractors

A standard definiton of employees and contractors has been implemented 1n 2077/18 across the group for all reporting of people-related goals
These definitions are using in goals 1 and 2, and the "People’ section on pages 60 to 75 of this report

Reported as “Employees”

Reported as “Contractors”

Outsourced functlon  Speclalist service Projects

Continuously or
regufarly site based.

One-off project or
regularly based on site

One-off project

Permanent Temporary Agency employees
employees employees
Continuously site Continuously site Continucusly stie
based. based based
Contract signed Fixed term contract Person employed by

cirectly between JM
and individuat and
paid regular salary and
other benefits by |M.

signed directly
between M and
individual. Paid
regular salary and
other benefits by |[M.

an agency
performing tasks that
would normally be
expected to be
undertaken by a JM
ermnployee

Work s directly
supervised by |M

Work 15 drrectly
supervised by IM

Work s directly
supervised gy |M

Johnsen Matthey
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- Facility management

Work 15 supervised by

Construction work,

capnal project work,

major maintenance
activities

Ssmalt scale building
or ground works,
repairing specialist
plant or equipment,
low tevel
maimntenance, small
scale repairs to
o*fices or other
buildings;
stack monitoring

- catering, ¢leaning
or grounds
maintenance, IT and
occupational health,
if outsourced

Work 15 supervised by
contractor and

Work 15 supervised by

cantractor and contractor and

monitored by M

monitored by |M

manitored by |M



Health and
safcty

1

Goal 1: Health and safety:

Aspire to zero harm

Lost time injury and iliness rate (LTIIR) is defined as the number of
lost workday cases per 200,000 hours worked in a roliing year.

A lost workday case i1s defined as an incident where an employee
or contractor Is unable to wark for more than one scheduled working
day as a result of a work related injury or iliness

Total recordable injury and illness rate {TRIIR) Is defined as the
number of recordable cases per 200,000 hours worked 1 a rolling year
A recordable case {as defined under the US Occupationa! Safety and
Health Administration {OSHA) Regulatiors) is defined as a work related
acaident or iliness that results in one or more of the following absence of
mare than one day; medical treatment beyond first aid, death, loss of
consclousness and restricted work or transfer to another job

The OSHA severity rate 's a calculation that gives a company an
average of the number of lost days per recordable incident

OSHA severity rate = ([total iost days in the year x 200,000] +
total hours worked during the year)

Occupational illness incidence rate is the number of new
occupational ilinesses diagnosed in the year per 200,000 hours
worked 1n a ralling year

200,000 hours represents 100 full bme equsvalent workers working
40 hours per week for 50 weeks per year.

LTiIR by event type definitions

= Aslip injury occurs where there 1s teo little friction or traction between
an indiwidual’s footwear and the walking surface.

Atrip injury occurs when the foot hits an object causmg a person
tc lose balance

.

A fall injury 15 recorded when someone fzlls from an elevated
surface (e.q. roof), object or termporary work platform (e.g. ladder)
or into an opening 1n a floor or & hole i the ground

Struck against Is an njury occurring as a result of coming into
contact with a surface or object in which the action was initiated by
the person (e.g. when a screwdriver slips).

Process safety rate definition

Johnson Matthey has adopted International Council of Chemical
Association's (ICCA) process safety metric The metric first requires &
determination that the event is to be included in the process safety
event severity rate {PSESR) calcutation and then determining the
severity using the severity table
In determining this rate, 1 point is assigned for each Level 4 Incident
attribute, 3 points for each Level 3 attribute, 9 points for each Level 2
attribute, and 27 ponts for each Level 1 atiribute The PSESR « recorded
as a 12 month rolling number Total worker hours include employees,
termporary employees and contractors
Process safety perfarmance indicator {P5PI) 2 =
Process safety event severity rate (PSESR} Level 1 to 4
{Total severity score for afl events x 200,000)

{Total worker hours)

Theoretically, a process safety event could be assigned a mimimum

of T point (1 e the incident meets the attnibutes of a Level 4 incident
1n only one category) or a maximum of 135 points (1 e. the inaident
meets the attributes of a Level 1 incident in each of 1he five categories)

Our
pecple
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Goal 2: Our people:

Employee engagement and enablement

Jehnsen Matthey invites all 1ts permanent and fixed term contract

employees to voluntanly complete 1ts employee survey cnce every

two years to determine the wellbeing of 11s staff using a standard

methodology defined and audited by the Korn Ferry Hay Group. All

responses are submitted confidentially to a third party and resuits

are independently analysed and reported back to JM management

Through the survey we measure attributes on a scale of 0 to 100%

= employee engagement = how committed and motivated employees
are to give their best to Johnson Matthey, and

« employee enablement = how well employees’ jobs and work
environment support peak performance in Johnson Matthey

Diversity and inclusion (D&I) progress

A detailed roadmap of activities to be completed on jM's journey

to D&l excellence out to 2025 has been approved To measure our
progress we have introduced a target baseg upon the Refimitiv
Diversity & Incluston Index This internationally-recognised standard
1s very comprehensive and helps us benchmark against the full range
of activities within our D&I agenda Their scoring methodology can be
downloaded at.

B ! rtps rwnw refin b cordenifingncat-datasind icessd versity end iacluson 1 idex
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Goal 3: Low carbon operations:

Operational carbon footprint reduction

Our operational carbon footprint, reported in tonnes of carbon
diexide (CO,) equivalent, includes Scope 1 and Scope 2 emissions

We report Scope 1 greenhouse gas (GHG) emissions from
processes and energy use and convert the total group energy use to
tonnes (O, equivalent using conversion factors for each emissions
source as published by Defra in July 2018 We include carbon dioxide
(CO,), mtrous oxide {N,0), refrigerant and methane (CH,) process
emissions to air In our Scope 1 calculations

Cur Scope 2 emissions are calculated using the 'dual reporting’
methodology outlined 1n the GHG Protocol corporate standard 2015
revision, www ghgprotocol org For the location based method of Scope
2 accounting, for all facihities outside of the US, we use national carben
intensity factors related to the consumption of grid electricity in 2016
made available in the 2018 edition of the world CO, emissions
database of the International Energy Agency They were purchased
under licence In November 2018 for sole use in company reporting
For US facilities we use regional carbon factors pubhshed by the
Environmental Protection Agency in January 2017, eGRID data 2016
For the market based method of Scope 2 accounting, we have applied
the hierarchy of sources for determimation of appropriate carbon
Intensity factors, as outlined in Table 6 3 on page 48 of the GHG
Protocol 2015 edition guidance We have successfully obtained carbon
intensity factors directly from our gnd electricity suppliers in the EU,
USA and Australia However, it has not been possible to obtain this
from suppliers in China. Indiz. Scuth Africa and non-OECD Europe

Johnson Matthey
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Basis of reporting — non-financial data continued

Qur total operational carbon footprint is based en

= Scope 1 emissions - generated by the direct burning of fuel
{predeminantly natural gas} and process derived greenhouse
gas ermissions (CO., N-O, CH, and refrigerants)

= Scope 2 emisstons — generated from grid electricity and steam
use at our facilities

Under the UK mandatory GHG reporting requirements, we are
required 1o ensure that the quantification of GHG ermissions and data
reliability are sufficient to meet our obligation under the UK
Compames Act 2006 (Strategic and Directors’ Reports) Regulations
2013 The data we have presented for our carbon footprint in this
report contains ail jehnson Matthey's material GHG emissions and
therefore meets the requirements of this legislation We have
included a mandatory GHG repart in the table on page 57

Since 2016/17 we have used a carbon Intensity target.
normalising our carbon emissicns based en production output
The denominator 1s defined as ‘tonnes of manufactured product
sold externally” Only seld products manufactured on |M premises
are included For sales of precious metal contarning solutions from
our Pgm Services business, only the weight of the precious metal 13
included 1n the calculation For all other products, the total shipped
weight of product s included

Carbon intensity of JM operations = total |M group Scope 1 + Scope 2
GHG emissians

Tonnes of manufactured
products scld externally by )M

Responsible
oureng

4

Goal 4: Responsible sourcing:

Sustainable supplier assessment and compliance

Our ambition s to ensure all our Trer 1 strategic suppliers understand.

accept and comply with the terms of JM's Supplier Code of Conduct,
which can be found on our website in a variety of languages at
matthey com/supptier-code-of-conduct.

We use a risk-based approach to determine what level of
assessment and audit 1s required to moritor a supplier's performance
Ali supphiers counted under this target are required to complete a
bespake self-assessment questionnaire and return key certificates and
policy documents to demonstrate their adherence This questionnaire
15 scored by JM using our in-house methodology Selectec suppliers
may then be subject to onsite audit, by JM in-house auditors, to venfy
the responses recelved within the self-assessment questionnaire

Astrategic suppher s defined using JM in-house criteria

Johnsen Matthey
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Goal 5: Sustainable products:

Sustainability impacts of our products

We have established two streams by which we measure and track
the positive impact of our products towards a cleaner, healthser world

(a) We use a sales lens to quantify product impacts We measure the
correlation and classification of annualised sales of |M's products,
services and technologres against the Urited Nations Sustainable
Development Goals (UN SDGs} Sales are excluding precious
metals and reflect external sales only By increasing the absclute
and percentage of M's sales that contribute to the UN SDGs we
will be increasing our global impact

A judgement 1s made as to whether the products or services
within each of JM's bustness units contribute to the UN SDGs
either directly, or by enabling another product to contribute
This i1s done by considening their attibutes and intended purpose,
and cross-referencing these against the 169 target descriptors of
the 17 UN SDGs Where appropniate, consideration s also given
to the 232 indicators that have been released to accompany the
UN 5DG targets.

(b

We have set four quantitative key performance indicators {KPIs)
that capture the sustainability benefits our products bring to
society when used by our customers These are aligned with
JM’s vision and strategy, and focus on the UN SDGs that are
most matenal to our stakeholders or most relevant to our
business impact. The KPis include

+ The tonnes of polfutants {oxides of nitrogen, carbon monoxide,
hydrocarbons and particulate matter) removed using our products
and services This includes pollutants removed by both our
automotive and stationary ermussion control technelogies, as sold
and used in a given year. The calculation 1s based on the efficacy
of our products to remove poltutants in order to meet legislative
requirements This KPf contributes to both UN SDG 3 - Good Health
and Wellbeing and UN SDG 11 - Sustainable Cities and Communities.

* The number of lives positively impacted by innovation in |M's
pharmaceutical products This includes chronic and non-chronic
itinesses treated by our pharmaceutical products, as sold and used
In a given year The calculation 1s based on cur market share of
various therapies by volume and considers products we have
launched since April 2015 This KP! contributes to UN 50G 3 -
Good Health and Wellbeing.

+ The tonnes of greenhouse gases removed using our products and
services, expressed as tonnes of carbon dioxide equivalent (CO, )
This includes CO, . removed by Johnson Matthey's installations of
nitrous oxnde abatement catalyst in mitric acid plants, as eperating
In a grven year Calcuiations are made using the ACMOD019 Case 2
methodology of the Clean Development Mechanism, United
Nations Framewo-k Convention on Climate Change {(UNFCCO)
This KPI contributes to UN 5DG 13 - Chimate Action



* The tonnes of greenhouse gases avoided using our products
and services, expressed as tonnes of carbon dioxide equivalenmt
(CO,..) Thisincludes CO, . avoided from the use of jM's
battery matenals and fuel cell components in key applications.
The calculation 1s based on emission savings compared to
conventional technologies used in their respective applications
and considers any CO, associated with fueliing the products
This KP! contributes to UN SDG 13 - Climate Action

Both {a) and {b) are calculated using johnson Matthey's in-house
methodalogy.

Goal 6: Community engagement:

Employee volunteering

This KPI 1s an annual record of the tota! number of employee
volunteening days undertaken by permanent employees within
their local communities, In accordance with |M's glabal Employee
Volunteering Policy.

The volunteering 1s recorded in periods of half days Shorter
peniods of volunteering are not included in the data The recorded
volunteering days may have been compieted either on company time
or on paid company teave Volunteening done on unpaid leave, or
outside normal werking hours, 15 not included in the reported numbers

The length of a standard day varies shightly from location to
location, between seven and eight hours

in determining the in-kind contribution of employees’ volunteering
we take the number of volunteening days reported in the year and
multiply 1t by the group average cost of one day of employee time

Average cost of ene day of total employee benefits
employee time = expense In year

Number of working days in year

Nummber of working days in a year is five days per week for 50 weeks
per year.

Johnson Matthey
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Our framework and our six sustainable business goals

Our sustainable business framework Is aligned to our brand, vision and strategy It continues our sustainability commitment but 1s more ottward
looking - towards our customers, communities and supply chains it drives sustainable business practices for internal and external stakeholders,
throughout [M’s value chain

The framework comprises six goats and our progress towards them 1s summarised in the table below

Healt

hoand
ey

1

Lo carbon
uprerations

Sustainable
moducts

5

Community
ongagemant

6

Sustalnable
business goal

For health and safety,
aspire to zero harm

Ensure JM s truly inclusive,
fostering employee
engagement and
development within a
diverse global workforce

Reduce our greenhouse
gas (GHG) emissions
per unit of production
output by 25%

improve sustainable
business practices in our
supply chains

Double the positive impact
that |M's products
make on a cleaner,

healthier world

Increase our volunteer
work within our local
communities

Sustainable 2025
business KPls Baseline maasurs Bazeline 201819 target
Annual TRHR TRIR i 2016717 100 097 06
Annual LTHR LTIR in 2016117 0 48 053 02
Annyal OSHA severity rate Rate n 2016/17 18 5! 279 60
Employee engagement 2016417 62% 59% 73%
index score {%)
Employee enablement 201617 63% 63% 7%
Index score {%)
Dwversity and inclusion Refinitiv Diversity &
4 ﬂh a, 1=
pian implementation (%) Inclusion score 1n 2018 3 45% 8%
Annual GHG ermissions
(Scope 1+2} / tonnes (O, .. emissicns
manufactured intensity for 2016/17 38 22 28
product sold
A % of Tier 1 strategic
Tier 1 strategic suppliers suppliers assessed 11% 17% 100%
assessed and comphant with 2017118
Supplier Code
of Conduct % of these comphant 73% 26% 100%
with the code
Annual sales ivin 2017118 sales data
gmng against UN SDG indicators 86 9’ 873 >S0%
contribution ta UN 58Gs
{% of group sales)
2017118 data relating to.
Tonnes of 3 54m* 343m 7 08m-
pollutants removed
Number of lives
Annual aggregatqon» of positively impacted 138,000 181,00¢ 920,000
proguct sustainability
benefits in key areas Jonnes of GHGs 10 6m 10.1m 21.2m
removed (€3, )
TJonnes of GHGs
avoided (CO,,.} 213,000 216,000 426,000
Cumulative number Number of employee 1,794
of volunteer days volunteer days across 678 {cumulative 50,000
across |M IMIn 201718 total)

Reslalec due to nunes did sl iesses that were reported on recassified a’ler the year eed
| (5 ¥

Reslated 1o reliect updaled mzthodology s described on peges 235 (0 237
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Verification of non-financial data

The board reviews corporate soctal responsibility (CSR} and broader sustainabllity i1ssues as part of its nsk management process
All data 15 reviewed by internal sustamability experts and at appropriate levels of management up to and including the Group Management
Committee Health and safety data is reviewed by group health and safety experts and as part of a formal group environment health and safety

(EHS)Y Internal audit programme

Certasn human resources data forms part of Johnson Matthey's accounts and are subject to irmited audit
Johnson Matthey also uses external specialists to review specific sustainability 1ssues Over the past year this has included external audits
ar reviews of people management systems, health and safety (OHSAS 16001) and environmental management systems {such as IS0 14001,

1SO 50001 and RC 4001)

Independent greenhouse gas and heaith and safety assurance statement

Independent assurance

In 2018/19 we apponted consultancy Carbon Smart to provide
independent external assurance of both our 2018/19 emissions and
our key metrics quantifying our environmental, health and safety
performance Carbon Smart has provided the following summary
assurance statement

"Carbon Smart confirms that Johnson Matthey's global reported
Scope 1, 2 end 3 greenhouse gas (GHG} emissions, total energy,
total waste {solid and hazardous}, water consumption and specified
health and safety indicators have received limited assurance
engagement in accordance with the requirements of the ISAE 3000
{revised)} standard including the specificities of ISAF 3410 for
ossuring GHG emissions date, and key health and safety definitions
from the OH5A Regulations *

Objectives and methodology

The objectives of this engagement were to ensure that the johnson
Matthey values in scope were free of material misstatements within
an acceptable, agreed materiality threshold and to prowide the
relevant, matenal information required by stakeholders for the
purpose of decision making

Johnson Matthey's GHG inventory and quantification of
environmental performance indicators has been completed in accordance
with the WR! f WBCSD GHG Corporate Accounting and Reporting Standard
[revised) best prachce reporting principles of relevance, completeness,
consistency, transparency, accuracy. The subject matter also adheres to
the ISAE 3410 principles related to both the quantification of emissions
and presentation of disclosures.

Carbon Smart has been independently appointed by johnson
Matthey and no member of the assurance team has a business reason
for bias wilh regards to the limited assurance engagement Carbon
Smart appiles quality control and management approaches equivalent
to 150 9001 International Standard as encompassed its Quakity and
Ethics Policias

Assurance conclusion

Based on the assurance procedures followed by Carbon Smart on the
scope of johnson Matthey's data across the 2018/19 reporting period,
we have found no maternal evidence 10 suggest that the data 15 not

Prepared in accordance with the WRI f WBCSD GHG Corporate
Accounting and Reporting Standard (revised) and OHSA
Regulations as relevant

Prepared in accordance with Johnson Matthey's relevant internal
health and safety and environmental data collection guidelines

Matenally correct and a fair representation of their GHG emissions,
specified environmental iImpacts and health and safety incident rates.

Worthy of the award of limited assurance

This conclusion should be read with Carbon Smart’s full assurance
statement available at matthey com/non-fin-assurance-2019

Johnson Matthey
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GRI Standard Content Index

Thus report has been prepared 1n accordance with GRI Standard Core Option

General disclosures in accordance with GR1 102
Dizc'osare

Organisational profile

Name of the organisation

Activities, brands, products and services
Lecation of headquarters

Locaticn of aperations

Cwnership and legal form

Markets served

Scale of the orgarusation

Information on employees and other workers
Supply chain

Significant changes to the organisation and 1ts supply chain
Precautionary principle or approach

External initiatives

Membership of associations

Strategy

Statement from senior decision maker
Key impacts, risks and opportunities
Ethics and integrity

Values, principles, standards and norms of behaviour
Mechanisms for advice and concerns ahout ethics

Governance
Governance structure
Delegating authority

Executive level responsibihity for economic, environmental and social topics

Consulting stakeholders en econormic, environmental and social topics
Compasition of the tighest governance body and 1ts commttees

Chair of the highest governance body

Nominating and selecting the highest governance body

Conflicts of interest

Rale of highest governance body in setting purpose, values and strategy
Collective knowledge of highest governance body

Evaluating the highest governance body's performance

Identifying and managing economic, environmental and sccial impacts
Effectiveness of nsk management processes

Review of economic, environmental and social topics

Highest governance body's role in sustainability reporting
Communicating crnitical concerns

Nature and total number of critical concerns

Remuneration policies

Process for determining remuneration

Stakeholders’ involvement in remuneration

Annual total compensation ratio

Percentage increase In annual total compensation ratio

Stakeholder engagement

List of stakeholder groups

Collective barga:mng agreements
Identifying and selecting stakeholders
Approach to stakeholder engagement
Key topics and concerns raised

Reporting practice

Entities iIncluded in the consolidated financial statements
Defining report content and topic boundaries

List of matenal topics

Restatements of information

Changes In reporting

Reporting pe-iod

Date of most recent repo-t

Reporting cycle

Contact point for questions regard-rg the report

Claims of reporting i accordance with the GRI Standards
GRI content index

Exterral assurance

fehnson Matthey
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GR} code

102-1
102-2
102-3
102-4
102-5
102-6
102-7
102-8
102-9
132-10
102-11
102-12
102-13

102-14
102-15

102-16

Page

247

45 41-43
247

5

151-154
41-42

4-5 148, 175-178, 242-243

63-65, 181
49-51

none

rot disclosed
50, 55

73

6-12
24-29,91-96

B1,65;68:112
68-69
91;108-109
108-109

109-111

27-29

100-103; 108-109
100

112-113; 119-122
113

108-112

100-103

114-115

109-111

116

110-111

2,239

68,109, 17

68

132-138
132-133; 142-143
150

not disclosed

not disclosed

28-29, 117

65

not disclosed
28-29,73;117-118
27

216-238
234-237
27
73,238
none

1

1

246
247
1,240
240-241
229-231,239



Specific GRI disclosures for Johnson Matthey's material topics

Sustainability leadership
GRI-103 Management approach 2016
GRI-102 General disclosures 2016
Financial sustainability

GRI-103 Management approach 2016
GRI-201 Economic performance 2016
Health and safety

GRIE-103 Management approach 2016
GRI-403 Occupationa! health and safety 2016
Greenhouse gas emissions
GRI-103 Management approach 2016
GRI-302 Energy 2016

GRI-305 Ermussions 2016

Air gquality

GRI-103 Management approach 2016
Climate change risk

GRI-103 Management approach 2016
GRI-201 Economic performance 2016
Modern slavery and child labour
GRI-103 Management approach 2016
GRI-408 Child labour 2016

GRI-409 Forced or compulsary labour 2016

Praducts lifecycle management
GRI-103 Management approach 2016
GRI-4 16 Customer health and safety 2016
GRI-417 Markettng and labeling 2016
GRI-301 Materials 2016

GRI-30€ Effiuents and waste 2016

Water use

GRI-103 Marnagement approach 2016
GRI-303 Water 2016

GRI-306 Effluents and waste 2016

Ethical business practices and compliance
GRI-103 Management approach 2016

GRI-205 Anti-corruption 2016

GRI-206 Anti-competitive behaviour 2016
GRI-415 Public policy 2016

GRI 415 Socioeconomic compliance 2016

Resource scarcity
GRI-103 Management approach 2016
GRE-301 Materials 2016

Employee recruitment and retention
GRi-103 Management approach 2016
GRt-102 General disclosures 2016

GRI-401 Employment 2016

GRI-404 Training and education 2016

Responsible sourcing

GRi-103 Management approach 2016

GRi-308 Supplier environmental assessment 2016

GRi-4 14 Supplier social assessment 2016

GRI-407 Freedom of association and collectwe bargaining 2016

Diversity and inclusion

GR-103 Management approach 2016
GRI-405 Diversity and equal oppo-turity 2016
GRI-406 Non-discrimination 2016

Community engagement
GRI-103 Management approach 2076
GRI-413 Local communities 2016

B oty commyr 2213

GRi code

103
102-14, 102-29

103
2013

103
403-1,403-2, 4034

103
302-1, 362-3, 302-4
305-1, 305-2, 305-3, 3054

103

103
201-2

103
408-1

103
416-1,416-2
417-1:417-2

3013
306-2, 306-3, 3064

103
303-1; 303-3
306-1

103

205-1, 205-2; 2053
206-1

415-1

4191

103
301-2

103

i02-8

401-1
404-2, 404-3

103
308-1, 308-2
414-1,414-2

407-1

103
405-1. 405-2
406-1

103
413-1

409-1

Fage

6, 14-27, 30-33, 239
6-12,109-111

86-90, 123-131, 223-231
195-203

32; 61, 89-73; 234-235, 238-239
70, 72-73, 238

31,52-53,57, 234-236, 238-23%9
52,56-57
31; 56-57

44, 57-58, 236, 238

45-47 55
CDP disclosure

50-51
50
50

Other Information |

53-55, 238
53-55

55

not disclosed
56; 58-59

55, 58-59, 234, 239
58-58
59

61, 68-69, 96, 109-111
68

not disclosed

153

55, 59

99
not disclosed

32, 62-65, 74-75, 234-235, 238
63-65, 181

62-63

64-65

32,49-51 236,238
50
50

50

65-66 235 238
64-65
50, 68

33,67,237-238
not disclesec
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Shareholder information

Johnson Matthey share price as at 31st March 2014 2015 2016 2017 2018 2019
3271p 3,386p 2.744p 3,080p 3,042p 3,142p
Number
By location o of shares _ Percentage
UK and Eire 101,861,528 512
USA and Canada 45,859,596 231
Continental Europe 25,432,034 128
Asta Pacific 5,282,639 26
Rest of World 1,259,570 06
Unidentified 19,245,239 g7
Total 198,940,606 100.0
Number
By category of shares Percentage
Investment and unit trusts 85,394,241 429
Pensien funds 29,476,617 14 8
Individuals 12,816,752 6.5
Custodians 4,822,183 2.4
Insurance companies 6,946,853 35
Treasury shares and employee share schemes 7,474,649 38
Sovereign weaith funds 6,401,014 32
Charities 1,055,536 05
Cther 44,552,761 22 4
Total 198,940,606 100.0
Number Number
By size of hoiding of holdings Percentage of shares Percentage
1-1,000 5116 73.3 1,538,629 0.8
1,001 - 10,000 1,255 180 3,468,914 17
10.001 - 100,000 376 54 12,727,062 6.4
100,001 - 1,000,000 194 28 58,223,768 293
1,000,001 - 5,000,000 28 04 49,135,163 247
5,000,001 and over 8 01 73,847,040 371
Total 5977 1000 198,940,606 100.0
Johnson Matthey share price five year performance versus FTSE 100 By Location

Rebased to 100 at 1st April 2074

Johnson Matthey
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Share dealing services

A telephone and internet dealing service for UK shareholders 1s
provided by the company’s registrars, Equiniti For further information,
including Equiniti's terms and conditions and details of their fees,

log on to www shareview co uk/dealing or call 03456 037 037~

{in the UK), +44 121 415 7560 (outside the UK}

Dividend - pence per share

2015 2006 2017 2018 2019
Intarim 185 195 205 21759 23.25
Final 49 5 520 545 5825 62 25
Total ordinary 680 71.5 750 B0.O 8556
Special - 1500 - - -

Johnson Matthey has a progressive dividend The board 15 proposing
2 final dividend for 2018/19 of 62 25 pence to take the total for the
year to 85.5 pence, which 1s 7% up reflecting our strong performance,
continued delivery against our strategy and confidence in the group’s
future growth prospects

Dividend payments and DRIP

Dividends can be paid directly into shareholders’ bank or building
soclety accounts Shareholders wishing to take advantage of this
facility should contact the company's registrars, Equiniti, or complete
the dividend mandate form attached to their dwidend cheque A
Dividend Reinvestment Plan (DRIP) is also available which allows
shareholders to purchase additional shares in the company Further
information can be obtamned from Equiniti, Aspect House, Spencer
Road, Lancing, West Sussex BN99 6DA Telephone 0371 384 2268*
{tn the UK), +44 121 415 7047 (outside the UK) They can also be
contacted via thetr website at www shareview co uk

American Depositary Receipts

johnson Matthey has a sponsored Level 1 Amencan Depositary Receipt
{ADR) programme which BNY Mellon administers and for which it acts
as Depositary Each ADR represents two johnson Matthey ordinary shares
The ADRs trade on the US over-the-counter {OTC) market under the
syrnbal MPLY When dividends are paid to sharehclders, the Depositary
converts such dividends into US dellars, net of fees and expenses, and
distributes the net amount to ADR holders

By Category

For enguiries, BNY Mellon can be contacted on 1-888-BNY-ADRS
(1-888-269-2377) 1oll free if you are calling from within the US
Alternatively, they can be contacted by e-mail at
shrrelations@cpusharsownerservices com or via their website at
wvrw adrbnymellon com

Share price and group information

Information on the company's current share price {ogether with copies
of the group’s annual and half-yearly reports and majer presentations
to analysts and institutional shareholders are available on the Johnson
Matthey website. www.maithey com.

The website's Investors section contains extensive information
and a number of tools which will be of assistance to investors
including historic share price information downloads and a share
price charting facility

For capital gains tax purposes the mid-market price of the
company’s ordinary shares on 371st March 1982 was 253 pence

Enquiries

Shareholiders who wish 1o contact Johnson Matthey Plc on any
matter relating to their shareholding are invited to contact the
company's registrars Eguiniti, Aspect House, Spencer Road, Lancing,
West Sussex BN99 6DA Telephone 0371 384 2344™ (in the UK);
+44 121 415 7047 {outside the UK) or via therr website

www shareview co uk.

Shareholders may also telephone the company on +44 20 7269 8400
or write to.

The Company Secretary
Johnsan Matthey Plc
Sth Floor

25 Farningdan Street
London, UK

EC4A 4AB

For other enquiries shareholders may contact the Investor Relations
team at the above address and telephone number, by emailing

[mir@matthey com, or via www matthey.com

* bines are open 83703 0 5.30pm Morday 1o Faday oxtlud ng pubiic hotidays in
Fagland ant Wales

By Size of holding

Johnson Matthey
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Glossary of terms

2006 Act
ADHD
ADR
AGM
APB

AP

BEV
CAGR

Capital
expendiiure to
depreciation
ratic

s
CoP
CEFIC
cGU
CH,
CHP
o
o,
oD
cPl
(SR
D&l
DRIP
EBITDA

EHS
EIB
etNO™®

EPS

ESG

ESQT

EU

FCA

FCEV

FRC

Free cash flow

Fuel cell

GAAP
GHG
GMC
GPF
GRI
GwP
HOD
HEV
HR
HSRG
1AS
IASB
ICE
IFRIC
IFRS
Incoterms

15A

Johnzon Matthey

Ayl
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The Companies Act 2006

Attention Deficit Hyperactivity Disorder
Amencan Depositary Receipt

Annual genera! meeting

Audrting Practices Board

Active pharmaceutical ingredient
Battery electnic vehicle

Compound annual growth rate

Capital expenditure divided by depreciation
Depreciation 1s the depreciation charge of property,
plant and equipment plus the amortisation charge
of other intangibie assets excluding amortisation
of acquired intangibles

Carbon capture and storage
Carbon Disclosure Project
The Council of European Chemical Indusiry
Cash-generating unit
Methane

Combined heat and power
Carbon monoxide

Carbon dioxide

Chermical oxygen demand
Consumer price index
Corporate social respons:bility
Diversity and inclusion
Dividend Reinvestment Plan

£arnings before interest, tax, depreciation and
amartisation

Envirenment, health and safety
European Investment Bank

|M's portfolio of next generation vitra high energy
density battery material

Earnings per share

Environment, social and governance
Employee Share Ownership Trust
European Uricn

Financial Conduct Authority

Fuel cell electric vehicle

Financial Reporting Council

Net cash flow from operating activities, after net
interest paid, net purchases of non-current assets and
investments and dividends received from joint veriture

Technology which converts hydrogen or other fuels
(methanol, natural gas} Into clean electricity

Generally accepted accounting principles
Greenhcuse gas

Group Management Committee

Gasoline particulate filter

Global Reporting Initiative

Giobal warming potential

Heavy duty diesel

Heavy duty vehicle

Human resources

Health Science Research Group
Internatienal Accounting Standards
International Accourting Standards Board
internal combustion engine

International Financial Reporting
international Financial Reporting Standards

The international Chamber of Commerce s
International Commercial Terms

Internatiorsal Standards cn Auditing

[ A B B

150 14000

50 19001
150 50001

M
IMEPS
KW
KPI
LCH
LCv
LFP
LTHR
LTiP
Margin

MEA

NOx

NP

OHSAS 1800t

OSHA
oT1C
PARS
PBT

Pgm
PILON
PSP
PSRM
R&D

RC 14001

RDE
REACH

ROIC
RP|
RSP
SAICM

Sales

SIC

SIP

SMR

S50x

SPV
SVHC
Terawatt hour
The Code
TPI

TRIR
TSCA

UN

UN 5DGs
vOC©

Warking
capital days

ZEV

Internationally recognised series of siandards which
specify the requirements for an environmental
management system

International standard giving guidehines for
management systems auditing

International standard ghing guidelines on an
energy managerment system

Johnson Matthey

Johnson Matthey Employees Pension Scheme
KfW IPEX - Bank GmbH

Key performance indicator

Low carbon hydrogen

Light duty vehicle

Lithium iren phosphate, a cathode material
Lost time injury and itiness rate

Long term incentive plan

Underlying operating profit divided by saies
excluding precious metals

Membrane electrode assembly

Oxides of nitrogen

Nevy product introduction

Internationally recognised standard on occupational
health and safety management

QOccupational Safety and Health Administration
Over-the-counter

Prior Approval Reguired Substances

Profit before tax

Platinum group metal

Payments in lieu of notice

Performance share plan

Process safety risk management

Research and development

An internationally recogrused standard, an expansion
of 150 14001

Real world driving ermissions standards

Registration, Evaluatien, Authorisation and
Restriction of Chemicals Regulation

EU chemical controt legistation which came into
force in June 2007

Return on invested capital
Retail price index
Restricted share plan

Strateqic Approach to International Chemicals
Management

Sales excluding the value of precious metals
Standing Interpretations Committee

Share incentive plan

Stearn methane reforming

Oxides of sulphur

Special purpose vehicle

Substance of very high concern

Billion kiiowatt hours

The UK Corporate Governance Code, 1ssued by the FRC
Third party intermediary

Total recordable injury and iliness rate

Toxic Substances Control Act

United Nations

Urited Nations Sustainable Development Goals
Volatile ergamic compound

Non-precious metal related inventorses, trade and
other recewvables and trade 2nd cther payables
fincluding any classified as held for sale) avidec by
saies excluding precicus metals for the last three
months multiplied by 90 days

Zerp er 55011 vehicle



Index

Accounting policies
Accounts

Amortisation of acquired intangibles (note 7)

Audit Committee Report

Audit fees {nate 10)

Auditer's report

Balance Sheets

Basis of reporting - non-financial data
Board of Directors

Baorrowings (note 24}

Business moded

Capltal expenditure {and note 1)
Capital structure

Cash and cash equivalents {(note 24)

Cash flow hedges transferred to income statement

(note 31)

Cash Ftow Statement
Chairman’s letter
Chairman’s statement

Changes in accounting policies and restaternents

Changes in equity

Chief Executive’s statement
Ciean Aur - performance review
Commitments (note 35)

Community investment and charitable programmes

Company details

Comprehensive income (and note 14)
Contingent habilities {and note 36)
Corporate Governance Code

Corporate Governance Report
Customers

Deferred taxation {notes 13, 29)
Depreciation and amortisation (note 9}
Directors’ Repaort

Dividends (and note 31)

Earnings per ardinary share {note }5)
Effect of exchange rate changes (note 3)

Efficient Natural Resources — performance review

Employee numbers and costs (note 11)

Employee share ownership trust {ESOT) (note 31)

Environmental performance

Fair values (note 33}

Financial assets and habnlities (note 26)
Financial calendar

Financial review

Financial nsk management (and nole 32}
Foreign exchange gains and losses (note 9}
Free cash flow

Global Reporting Initiative {GRI)
Giossary of terms

Geing concern

Goodwill {note 17)

Governance

Grants

Group Management Comrmittee

Group performance review

Guarantees (note 28)

Health - performance review

Health and safety

Human rescurces policies

Human rights

Income Statement

Intangible assets {note 18}

Inventonies (notes 9, 22)

Page

163-172
156-231
179
123-131
180
223-231
159
234-237
100-102
19
22-23
88-89, 173-175
89

191

204

160
104

6-9
219-222
161-162
10-12
80-81
215

67

247

158, 183
89, 215
105
106-118
41-47
182, 194-195
180
151-154
89, 151, 203
183

178
82-83
181

203
56-59
211-212
192

246
86-89
90, 206-210
180

89
240-241
244

90
185-186
98-155
166

13

77
193-194
83-84
69-73
62-67
50-51
158

187

180, 139

g
Investments In joint venture and associate (note 20) 188
investments through other comprehensive mcome (note 21) 188-189
M in profile 4-5
Key management personnel (note 37) 216
Key performance indicators 30-33
Loss on disposal of businesses (and note 5) 87,179
Loss on significant legal proceedings (rote 6) 179
Major impairment and restructuring charges {and note 8) 87,180
Materiality assessment 27
Modern slavery and child labour 51
Movements in assets and habilities ansing from 192
financing activities (note 25)
Net debt (and note 24} 89, 191
New Markets — performance review 84-85
Net finance costs (note 12} 181
Nomination Commuttee Report 119-122
Non-controlling interests 161
Cperating leases (notes 9, 35) 180, 215
Cperating profit (note 9) 180
QOperations 49-59
Cther reserves (note 31} 203-206
Cutlock 12
Payables (note 27} 193
People 61-75
Perfarmance hughlights Intro pages
Post-employment benefits (and note 30) 88, 195-203
Product lifecycle regulatory compliance 55
Product stewardship 54
Property, plant and equipment (note 16} 184-185
Provisions {note 28) 193-194
Recewvables (note 23} 150
Related parties {note 37) 216
Related undertakings {note 38) 216-218
Remuneration Report 132-150
Research and development {and note 9) 35-39, 180
Responsibitity of Directors 155
Responsible sourcing 49-51
Return an invested capital {and note 31) 89, 205
Revenue {note 2) 176-178
Risks ang uncertainties 91-96
Sclence 35-39
Sector performance review 78-85
Sector performance summary 78-79
Segmentai information (note 1) 173-175
Share-based payments (note 34) 212-214
Share capital {and note 31) 118, 203-206
Shareholder information 242-243
Sources of estimation uncertainty 170
Stakeholder communications 73
Stakeholders 28-29
Strategic Repart 2-97
Strateqgy 14-21
Structure 4-5
Subsidharies {notes 19, 38) 188, 216-218
Sustainability framework 24-27

Sustainable business goals

Taxation (and notes 13, 14, 29}

Trade and other payables (note 27)
Trade and other receivables {note 23)
Treasury pchoies

Underlying profit reconciliations (note 4)
Values

Venfication of non-financal data
Viability

.

24-25, 234-238

88, 182 183,194-1585
193

180

S0

179

22-23.61

239

97

Jehnson Matthey
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Financial calendar 2019/20

2019

6th June
Ex dmidend date

7th june

Final dividend record date

17th july
128" Annual General Meeting {AGM)

6th August
Payment of final dividend subject to declaration at the AGM

21st November

Announcement of results for the six menths ending
30th September 2019

28th November
Ex dividend date

29th November

Interim dividend record date

Johnson Matthey

At a'Fe alan ~ s tastd -

2020 (provisional)

4th February
Payment of interim dwidend

28th May

Announcement of results for year ending 31st March 2020

4th June
Ex dividend date

5th June

Finat dividend record date

23rd July
128" AGM

4th August
Payment of final dividend subject to declaration at the AGM



Company details

Registered Office

lohnson Matthey Pl

5th Floor

25 Farringdon Street

London EC4A 4AB

Telephone® +44 {0)20 7269 8400
www.matthey com

E-mail. ympr@matthey com

Johnson Matthey Plcis a Public Limited Company registered 1n England — Number 33774

Professional Advisers

Auditor

PricewaterhouseCoopers LLP
1 Embankment Place
Ltondon WC2N 6RH

Brokers

Citigroup Global Markets Limited
Citigroup Centre

33 Canada Square

London EC14 SLB

Lawyers

Herbert Smith Freehitls LLP
Exchange House

Primrose Street

London EC2A 2EG

Registrar

Equinitt
Aspect House
Spencer Road
Lancing
West Sussex
BN99 BDA

Telephone. 3371 384 2344 (in the UK)*
+44 {01121 4157047 (outside the UK}

www shareview co uk

i P Morgan Cazenove
25 Bank Street
Canary Wharf
London E14 5)P

* Linesare ouen 8 Oarr to 5 30pm Motiday L ¢ day sxe ading pobl chalicays i Encea o a1 Wales
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Inspiring science, enhancing life



