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Johnson Matthey at a Glance

Johnson Matthey is organised into five global divisions:

Emission Control Technologies

Light Duty Catalysts / Heavy Duty Diesel Catalysts

Emission Control Technologies (ECT) comprises our
light duty and heavy duty diesel catalyst businesses.

A leading global manufacturer of catalysts and catalyst
systems for vehicles and industry, its products reduce
emissions and improve air quality. Emission control
catalysts from ECT are fitted to about one in three cars
around the world.

Process Technologies

Return on sales excluding
precious metals

Return on invested capital (ROIC)
Capital expenditure

Capex / depreciation

Average invested capital
Employees

Key Statistics

12.4%
21.0%
£72.1m
1.3
£970m
4,334

Chemicals / Oil and Gas

Process Technologies is a global supplier of
catalysts, licensing technologies and other services
to the syngas, oleo/biochemical, petrochemical, oil
refining and gas processing industries. The division
has manufacturing sites in Europe, the USA and Asia,
technology development facilities in the UK and USA
and technical offices all over the world.

Precious Metal Products

Return on sales excluding
precious metals

Return on invested capital (ROIC)
Capital expenditure

Capex / depreciation

Average invested capital
Employees

Key Statistics

18.0%
15.3%
£59.5m
2.4
£664m
2,095

Services / Manufacturing

Precious Metal Products adds value through applying
expertise in precious metal and related materials science.
It is organised into our Services businesses which
includes management, distribution, refining and recycling
of precious metals and our Manufacturing businesses,
which fabricate products using precious metals or related
materials, platinum group metal catalysts and platinum
group metal chemicals.

Fine Chemicals

Return on sales excluding
precious metals

Return on invested capital (ROIC)
Capital expenditure

Capex / depreciation

Average invested capital
Employees

30.5%
36.6%
£40.0m
21
£357m
2,615

Key Statistics

APl Manufacturing / Catalysis and Chiral Technologies / Research Chemicals

Fine Chemicals is a global supplier of active
pharmaceutical ingredients (APIs), fine chemicals and other
speciality chemical products and services to a wide range
of pharmaceutical and chemical industry customers and
industrial and academic research organisations. Its products
include those used in applications that provide pain relief,
treat cancer and alleviate other medical conditions, together
with products used in the development and manufacture of
APls and other chemical products.

New Businesses

Return on sales excluding
precious metals

Return on invested capital (ROIC)
Capital expenditure

Capex / depreciation

Average invested capital
Employees

Key Statistics

26.1%
18.8%
£26.2m
1.4
£447m
1,341

Battery Technologies / Fuel Cells / New Business Development

New Businesses focuses on areas peripheral to our
current interests that build on our core technology
competences. It comprises our Battery Technologies
and Fuel Cells businesses, together with our new
business development programmes.

Return on sales excluding
precious metals

Return on invested capital (ROIC)
Capital expenditure

Capex / depreciation

Average invested capital
Employees

-24.2%
-23.5%
£8.0m
2.6
£78m
637
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Performance Highlights

Progress Towards Sustainability 2017

SUSTAINABILITY 2017, WHICH WE LAUNCHED IN 2007, IS JOHNSON
MATTHEY’S VISION FOR BUILDING A SUSTAINABLE BUSINESS. IT
INCLUDES CHALLENGING TARGETS TO SUPPORT FUTURE GROWTH.

We aim to double our underlying earnings per share while cutting carbon intensity by half, achieving
zero waste to landfill and halving the key resources that we consume per unit of output by 2017,
the 200th anniversary of the company’s foundation. We also aim to eliminate accidents and
occupational illness cases across the group.

Sustainability 2017

Sustainability 2017 Target Key Performance Indicators Baseline 2007 2014’ Target Progress
Il At least double Underlying earnings 82.2? 170.6 164.4
earnings per share per share (pence)
Halve carbon intensity Global warming potential 2943 149 147
(tonnes CO, eq / £ million sales)
Achieve zero waste to landfill Waste to landfill (tonnes) 16,555° 3,819 0
7~ Halve key resources per unit Electricity consumption 1,098° 610 549
of output (GJ / £ million sales)
Natural gas consumption 1,604° 941 802

(GJ / £ million sales)

- - E E e © @

Water consumption 1.426° 0.860 0.713
(m®’000 / £ million sales)
E‘ Achieve zero greater than Annual greater than three day 4.09* 2.68 0
*~  three day accidents accident rate per 1,000 employees
Achieve zero occupational Annual incidence of occupational 5.3° 2.2 0
illness cases illness cases per 1,000 employees

' Data presented is for the period 1st April 2013 to 31st March 2014.

?  Data presented is for the period 1st April 2006 to 31st March 2007.

2 Data presented is for the period 1st January 2006 to 31st December 2006.

* At 31st March 2007.

> Baseline is incidence of occupational illness cases per 1,000 employees in calendar year 2008.

e Continued progress towards Sustainability 2017 targets this year.

e Underlying earnings per share (EPS) target exceeded — good financial performance and also helped by favourable tax
rate. Read more on pages 24 to 48.

e Well on track to halve carbon intensity boosted by continued initiatives to reduce carbon emissions. Read more on
pages 71 to 72.

e Good progress being made to improve resource efficiency and reduce waste to landfill supported by efforts from our
Manufacturing Excellence programme. Read more on pages 70 to 73.

e Rate of greater than three day accidents remained steady. Read more on pages 64 and 65.
e Incidence of occupational illness cases continued to fall. Read more on pages 62 and 63.

Further details of the group’s performance towards its Sustainability 2017 targets are explained in the
Health and Safety section on pages 62 to 67, the Environment section on pages 70 to 73 and on our
website at www.matthey.com/sustainability.



Johnson Matthey
performed well in 2013/14

We have continued to invest in R&D, our manufacturing capabilities and the development
of our people to support the future growth of the group.

Year to 31st March

2014 2013 % change
Financial
Revenue £ million 11,155 10,729 +4
Sales excluding precious metals (sales)’ £ million 2,981 2,676 +11
Profit before tax £ million 406.6 348.6° +17
Earnings per share pence 167.7 132.3° +27
Underlying*:
Profit before tax £ million 427.3 382.98 +12
Earnings per share pence 170.6 147.7° +16
Dividend per share pence 62.5 57.0 +10
Social
Average number of employees 11,331 10,498 +8
Voluntary employee turnover % 5.6 6.5 -1
Training spend per employee £ 465 433 +7
Charitable donations £ thousands 626 615 +2
2l¢’ Health and Safety
Greater than three day accidents per 1,000 employees 2.68 2.98¢ -10
Total accident rate per 1,000 employees 6.09 5.37¢ +13
Occupational illness cases per 1,000 employees 2.2 2.7 -19
Environment
Energy consumption thousands GJ 4,915 4,648 +6
Global warming potential thousand tonnes CO, equivalent 444 413 +7
Total waste tonnes 121,594 110,448 +10
Water consumption thousands m?® 2,564 2,444 +5
Total acid gas emissions tonnes SO, equivalent 405 334 +21

We believe that sales excluding precious metals is a better measure of the growth of the group than revenue. Total revenue can be heavily distorted by year on year fluctuations

in the market prices of precious metals. In addition, in many cases, the value of precious metals is passed directly on to our customers.

related tax effects.
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SUSTAINABLE
TECHNOLOGIES

for today and for the future

JOHNSON MATTHEY IS A LEADING SPECIALITY
CHEMICALS COMPANY.

As a business, we always aim to deliver what we promise. We work
together, applying our expertise in advanced materials and technology
to innovate and improve solutions that:

e are valued by our customers;

e optimise the use of natural resources; and

* enhance the quality of life for the people of the world, both today
and for the future.

To us, good performance is not just about profit. It's about running our
business in the most sustainable way and we have five elements of
sustainability which have a material impact on our business. In this
report we will update you on our progress.

BUILDING A SUSTAINABLE BUSINESS

Social Environment
Employee development and wellbeing, recruitment Responsible operations
Supporting communities, safeguarding reputation Beneficial products

N v
7 S~

Health and Safety /X Governance

Well run business
Transparent reporting

Protecting employees, customers and communities
Beneficial products

Financial
Must be profitable to be sustainable
Sustainability initiatives can be cost efficient too

CAUTIONARY STATEMENT

The Strategic Report and certain other sections of this annual report contain forward looking statements that are subject to risk
factors associated with, amongst other things, the economic and business circumstances occurring from time to time in the
countries and sectors in which the group operates. It is believed that the expectations reflected in these statements are
reasonable but they may be affected by a wide range of variables which could cause actual results to differ materially from
those currently anticipated.
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Contents

Strategic Report

This annual report combines our financial,
social, health and safety, environmental and
governance performance into one document and
reflects the five elements of sustainability which

we believe have a material impact on our business.

It is divided into eight sections over four main chapters:

Governance

E @ ©

>

Overview: introduces Johnson Matthey and summarises our
performance during the year. It also outlines the group’s strategy to
build our 3rd century through value adding sustainable technologies.

Financial: details the financial performance of the group and its five
divisions during the year.

Social: highlights initiatives involving our people, our communities and
other stakeholder groups. It also contains performance data relating
to employees and community investment.

Health and Safety: outlines our performance in the year, our approach
to health, safety and product stewardship and the programmes we have
in place to drive continuous improvement.

Environment: provides more detail on the impact of our business on the
environment. It details the environmental performance of our operations
during the year and highlights the beneficial impact of our products.

Accounts

<]

Governance: introduces our Board of Directors and details the
corporate governance structures that are in place to ensure we manage
our business in a responsible and transparent way. It also contains the
Directors’ Report and the statement on responsibility of directors.

Other Information

)

Accounts: includes the consolidated and parent company accounts
and related notes, as well as the independent auditor’s report on the
financial accounts.

N

Go Online
www.matthey.com/AR14

©

Other Information: contains five year performance data for the group.
It also provides further information for shareholders, a glossary and an
index to help the reader locate information in the relevant sections.

In addition to this integrated Annual Report and Accounts we publish case studies

information are highlighted in the relevant chapter of this report with the

and further information on sustainability online. Links to this supplementaé
symbol.
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1. Overview

SUSTAINABLE TECHNOLOGIES

for today and for the future




CASE STUDY

Four Decades of Emissions Control

It is 40 years since Johnson Matthey'’s first autocatalysts rolled off the
production line at our Royston plant in the UK. Since then, this
technology to control emissions from vehicles has had a major impact
on improving air quality around the world, preventing many millions of
tonnes of harmful pollutants from entering our air.

Back in the late 1960s scientists at Johnson Matthey were developing
platinum group metal catalysts to control gaseous pollutants in
chemical and food processing applications. With the Clean Air Act
requiring emissions from car exhausts to be reduced by 90%, we
switched the focus of our research. By 1972 we had successfully
developed and demonstrated the positive benefits of platinum
containing catalysts to clean up car exhausts. As a result, catalytic
converters containing an emission control catalyst became the
preferred technology for reducing car emissions.

From 1975 all new models of car in the US had to be fitted with a
catalyst to meet the new legislation so we continued our research to
deliver a commercially viable product.

Key scientific developments, including the use of a monolith support
and the formulation of an effective catalyst coating, underpinned the
successful delivery. By late 1973 Johnson Matthey had completed
construction of its first catalyst line in Royston and by the end of April
1974, our first autocatalyst production pieces were being made for
Volkswagen. Construction of a very large plant in Pennsylvania followed
to enable us to supply the US market. We also invested heavily in
testing facilities for evaluating autocatalysts on engines.

Since this pioneering work, Johnson Matthey has continued to invest
in research, development, testing and manufacturing facilities all
around the world. As legislation continues to tighten globally, we
continue to develop more efficient, higher performance emission
control catalysts and manufacturing processes.

Today our autocatalysts are fitted to one in three cars around the world
and we are a major supplier of catalysts for trucks and buses too. Our
emission control catalysts, developed over many decades, exemplify
how science and innovation can be applied to create value adding
sustainable technologies for today and for the future.

Contents

6 Chairman’s Statement

8 Chief Executive's Statement
10 Our Business
12 Building our 3rd Century

15 Research and Development
16 Group Key Performance Indicators
18 Risks and Uncertainties
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1. Overview

Chairman’s Statement

In Summary

Underlying earnings per share of
170.6 pence, 16% ahead of last year.

Dividend per share increased by 10%
from 57.0 pence to 62.5 pence.

Board succession effectively
managed with a number of changes
announced during the year.

Tim Stevenson
Chairman

I am pleased to report that Johnson
Matthey performed well in 2013/14.
The group has made good progress

in all of its main markets, benefiting
from our commitment to long term
investment in research and development
and our strategy of organic growth
complemented by targeted acquisitions.
As a result, we have seen underlying
earnings per share increase by 16%

to 170.6 pence.

However, it has not all been plain
sailing. The well publicised change to
our long term contracts with Anglo
American Platinum Limited came into
effect on 1st January this year. Whilst
this has impacted revenue and profit in
our Precious Metal Products Division
in the final quarter of the year, and will
continue to do so in 2014/15, Johnson
Matthey has weathered the change well;
the rebasing is understood by our
shareholders, the effect on employees
has been kept to a minimum and the
company’s share price has remained
robust during 2013/14. The change
has released a strategic constraint.

[t coincided with our review of group
strategy towards the end of 2013 and
provided an opportunity for Johnson
Matthey to think more broadly about
how best to apply its expertise. Whilst
concluding that our strategy was sound,
we considered that going forward we
could embrace a wider range of
advanced materials and technology and
increase our emphasis on collaboration,
customer focus and creating value.

A key role of your board is to ensure
successful succession planning. This is
fundamental to board effectiveness and
is integral to the delivery of Johnson
Matthey’s strategy. During the year we
announced a number of executive level
changes.

Neil Carson has decided, after
a highly successful decade as Chief
Executive, to retire in 2014 and in
January we announced that Robert
Macleod will succeed Neil as our Chief
Executive. Neil has made an outstanding
contribution in his 34 years at Johnson
Matthey, including as Chief Executive
since 2004. He has been the architect
of the successful company that is
Johnson Matthey today, not only in its
financial performance, but also its culture,
style, integrity and business approach.



Neil will step down from his role on

5th June 2014 and will retire from the
company at the end of September.

I’d like to personally thank him for his
support and remarkable commitment

to the good of our business. On behalf
of the board, | wish him all the very best
for the future.

The board is extremely pleased to
have a very able and natural successor
in Robert MacLeod. Robert has served
as Group Finance Director alongside
Neil, developing a knowledge and
experience of Johnson Matthey, its
culture and markets. Since joining the
company in 2009 Robert has played
a key role in the group’s strategy and
new business development as well as
in introducing more robust business
processes across the company. My
board colleagues and | are confident
that Robert will be a highly successful
Chief Executive, bringing the ability to
combine recent outside experience with
an understanding of the legacy he is
taking over. This combination will enable
him to implement a proven strategy that
will deliver further growth.

In addition, | am delighted to
welcome Den Jones to Johnson Matthey.
Den will succeed Robert as Group
Finance Director and joins the board
on 5th June 2014. Den joins us from
BG Group and brings a blend of strong
financial leadership credentials,
international experience and highly
developed commercial awareness to
Johnson Matthey.

In April 2014 we announced that
Michael Roney, a non-executive director,
Senior Independent Director and
Chairman of our Management
Development and Remuneration
Committee, has decided to retire from
the board at the close of our annual
general meeting on 23rd July 2014.
Michael has been a strong and very
effective non-executive director during
his seven years of service. His deep
commercial experience and pragmatic
approach will be much missed by his
colleagues on the board and we all
wish him well for the future.

Following Michael’s retirement,
Alan Ferguson, a non-executive director
and Chairman of our Audit Committee,
will be appointed to the role of Senior
Independent Director. Dorothy
Thompson, a non-executive director,
will be appointed as chair of our
Management Development and
Remuneration Committee.

Diversity in the boardroom, in its
broadest sense, is vital to ensuring
board effectiveness. During the year
we welcomed two new members to
the board: Odile Desforges, who brings
deep experience of the global automotive
industry, joined us in July 2013 as a
non-executive director and John Walker
joined us in October 2013 as Executive
Director for Emission Control
Technologies, having been with Johnson
Matthey since 1984. Both Odile and
John have enhanced the board’s mix,
balance of experience and skills. As we
seek to appoint a new non-executive
director following Michael’s retirement,
we are looking closely at how to
optimise further the diversity of the
board across all areas, including
technical experience that is relevant to
our Process Technologies Division.

It is Johnson Matthey’s people
who, more than any other factor, make
the company special; investing in their
development is without doubt one of
the key investments that we can make
in the future of our business. We've
reviewed our human resources strategy
this year and have identified talent
management as a key priority. Work
is underway to help accelerate the
development of our people with
increased emphasis on important
growth regions for our business.

It is the responsibility of everyone in
Johnson Matthey to ensure the safety,
health and wellbeing of our colleagues
across the globe. This is an area to
which the board has given particular and
detailed attention over the course of the
year. Whilst we have continued to make
progress in some areas this year we
recognise the need to reinvigorate our
approach. Work is underway to refresh
our programmes and processes to drive
further improvement in performance.

Over the last 12 months | have
had the pleasure of meeting many of
our employees around the world and
continue to be impressed by their
professionalism, competence and the
pride they feel in working for Johnson
Matthey. On behalf of our stakeholders,
I’d like to thank all our people for their
hard work and contribution to our
performance this year.

And so to conclude, Johnson
Matthey has continued to make good
progress in building a sustainable
business that delivers superior value for
its shareholders. The long term drivers
for our company remain firmly in place
and | am confident that this, together
with our robust strategy, should support
the continued growth of Johnson
Matthey over the years ahead.

T...:S‘\--—mm
—

Tim Stevenson
Chairman
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1. Overview

Chief Executive’s Statement

In Summary

Group performed well in 2013/14.

Sales excluding precious metals
up 11% to £3.0 billion.

Underlying profit before tax 12%
ahead at £427.3 million.

Strategy review confirmed direction
and identified areas of focus.

Continued investment in R&D and
expansion of capabilities.

Group remains well positioned to
deliver long term growth.

Neil Carson
Chief Executive

Johnson Matthey performed well in
2013/14, delivering growth through value
adding sustainable technologies. The
group has made progress this year, not
only in its financial results, but across
the broader areas of health and safety,
environment and governance, and in
the social contribution it has made.

We grew our revenue by 4% to
£11.2 billion and our sales excluding
precious metals (sales) of £3.0 billion
were 11% up on last year. Underlying
operating profit increased by 13% to
£468.9 million and underlying profit
before tax grew by a similar amount,
up 12% at £427.3 million. Our underlying
return on sales remained in line with
last year at 15.7% whilst our return on
invested capital increased to 20.8%
from 19.8% as a result of our higher
profitability and good working capital
management across the group.

We saw growth in all of our main
markets and our Emission Control
Technologies Division (ECT), in particular,
had a very strong year. The division
benefited from growth in all its regions
and from the introduction of new
legislation to control emissions from
heavy duty diesel (HDD) vehicles.

Johnson Matthey has a strong
position in HDD catalysts. This is a result
of our commitment to invest in R&D
in this area many years ahead of the
introduction of the first legislation back
in 2006. We invested early and, by
bringing together our talented people,
focusing on R&D, committing to capex
at the right time, making targeted
acquisitions and building relationships
with our customers, we were well
positioned to supply the market with
high technology solutions to meet the
first legislation.

At Johnson Matthey we invest for
the long term and the success of the
company is founded on this conviction.
In addition, the work of our New
Businesses Division today will fuel our
growth into the future. R&D is where
it all begins and we increased our gross
R&D spend again this year. We have
expanded our central R&D facilities,
adding further capability and geographical
reach. We have a new centre in South
Africa, which is focused on computational
modelling, and have recently opened
laboratory facilities in Singapore to
support Johnson Matthey’s expanding
Asian businesses.



[t is just over three years since we
set out our ten year strategy and during
the autumn we undertook a detailed
review. This proved timely, given the
change in our contracts with Anglo
American Platinum Limited (Anglo
Platinum), and allowed us to consider
how best to apply our broad expertise.
We concluded that our strategy
remained sound and agreed that going
forward we could embrace a wider range
of advanced materials and technology.
We also identified three key areas of focus
which will deliver top line growth for the
group in the longer term: collaboration;
customer focus; and creating value.
These areas complement our groupwide
Manufacturing Excellence and
Sustainability 2017 programmes where
we are working to improve profitability
and deliver new products and technology.
Both programmes have made further
progress this year, thanks to the efforts
of our employees around the world, and
| am pleased to report that this year we
have beaten our Sustainability 2017
ambition to double underlying earnings
per share — three years ahead of our
target date.

The health, safety and wellbeing
of our employees are always a priority.
Our performance in these areas this
year has been steady and so we feel
that refreshing our approach is required.
We've already started to address this and
efforts will continue during the year ahead
which | hope will accelerate a reduction
in our accident and incident rates.

Johnson Matthey has a proven
strategy but making sure our people
understand it and how they are
contributing to it is something we feel we
could do better at as an organisation.
Following our strategy review we have
developed a more engaging way to help
our employees connect with the strategy
and this will be introduced across the
group from the end of June.

Outlook

In 2014/15 continued growth across
the group will be offset by the adverse
impact of the loss of commission
revenue from Anglo Platinum,
approximately £30 million compared
with 2013/14, and by the effect of
foreign currency translation which, if
today’s exchange rates prevail, could
reduce reported underlying profit before
tax by over £20 million. Consequently,
we currently expect that the group’s
performance in 2014/15 will be broadly
in line with 2013/14.

On a reported currency basis the
outlook for the divisions is as follows:

Emission Control Technologies

ECT outperformed the underlying growth
rate in many of its markets in 2013/14.
The outlook for the division remains
positive as it will benefit from the tighter
truck legislation in the EU (Euro VI) and
China (Euro V), as well as a recovery in
the European car market which appears
more positive than in recent years. We
therefore expect some further progress
from ECT in 2014/15.

Process Technologies

Performance in our Oil and Gas
businesses is expected to be robust,
driven primarily by stronger demand
from our North American refinery
customers. The long term outlook of
our Chemicals businesses is also good,
but the short term is more dependent
upon a small number of high value
projects. Whilst we are confident that
we are well placed to win our share

of new projects, the exact timing of
their go ahead is hard to predict.
Notwithstanding that, we expect that the
division will make progress in 2014/15,
but given the size of individual orders,
the quarter on quarter performance may
be quite variable. The long term drivers
for Process Technologies remain positive.

Precious Metal Products

The performance of Precious Metal
Products will be adversely impacted
by the expiry of our old Anglo Platinum
contracts. Excluding this change, the
outlook for the division is steady. Our
Platinum Group Metal (Pgm) Refining
and Recycling business is currently
benefiting from slightly higher precious
metal prices and volumes are stable.
The outlook for our Manufacturing
businesses is mixed, with growth in
our medical business expected to
offset the weaker industrial markets.

Fine Chemicals

In Fine Chemicals, we expect steady
growth in our Active Pharmaceutical
Ingredient (API) Manufacturing business,
particularly in the US, some further
progress in Catalysis and Chiral
Technologies and modest growth in
Research Chemicals as its new
warehouses become fully operational.

New Businesses

New Businesses made some progress
in 2013/14 but it will take time before
this is translated into an operating profit
for the division as a whole. In 2014/15,
sales will benefit from the acquisition of
certain battery material manufacturing
assets from A123, but we expect that
the level of investment in the division
will be similar to 2013/14.

Closing Remarks

As you will know, | have decided to retire
from Johnson Matthey and will step
down as Chief Executive on 5th June.
Johnson Matthey is a wonderful
company full of talented and dedicated
people and it has been a real privilege
to have been Chief Executive for the
last ten years. During that time, the
management team and | have continued
the transformation of Johnson Matthey
into a world leading speciality chemicals
company. The business is in excellent
shape and | am very pleased to be
handing it over to such a competent
and able team led by Robert Macleod,
who will make an excellent Chief
Executive and under whom the
company will continue to thrive.

As Johnson Matthey approaches its
3rd century of operation, the company
continues to apply its expertise in
advanced materials and technology
to innovate and improve solutions for
customers in new and existing markets.
It is committed to investing in R&D, its
manufacturing capabilities and the
development of its people to support
the future growth of the group. The
long term drivers remain in place and
Johnson Matthey is well positioned
to deliver growth for its shareholders
through the creation of value adding
sustainable technologies.

-

Neil Carson
Chief Executive
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1. Overview

Our Business

~ KEY FACTS

Johnson Matthey is a leading
speciality chemicals company.
We have operations in over 30
countries and employ around
12,000 people worldwide.

Sales by Region

Rest of World
11%

Europe
35%

China
11%

Rest of Asia
10% /

-/

North America
33%

We are organised into five global divisions:

— Emission Control Technologies
Read more on pages 26 to 29

Process Technologies
Read more on pages 30 to 33

Precious Metal Products
Read more on pages 34 to 37

N
N
—~ Fine Chemicals
N

Read more on pages 38 to 40

New Businesses
Read more on pages 41 to 43

21%

Sales in Asia in 2013/14.

— A Truly Global Company
Johnson Matthey sells its products globally which provides
stability in times of regional market uncertainty. Year on year we
are increasing our sales to developing markets and expanding
our operations to support this global growth.

Read more on pages 24 to 43.

Sales by Key Market

Other

Precious 14%

metal services

Light duty
vehicles

5% /
/£ \ 36%
Pharmaceutical k

12%

Heavy duty diesel vehicles
20%

Petrochemical
13%

20%

Growth in heavy duty diesel catalyst sales in 2013/14.

— Focused on Key Markets
Johnson Matthey is focused on its key markets where we can
innovate and improve solutions for our customers through
applying our expertise in advanced materials and technology.
This enables us to differentiate ourselves from our competitors
and achieve leading industry positions with high margin products.

Read more on pages 24 to 43.

Sales by Area of Beneficial Impact

Other
13%

Environment
57%

Resource
efficiency
21%

~.

Health
9%

87%

Sales from products providing sustainability benefits in 2013/14.

— A Leader in Sustainable Technologies
Johnson Matthey is focused on developing value adding sustainable
technologies to our customers and to society. Today, some 87%
of the group’s sales represent products and services which provide
sustainability benefits i.e. through the positive impact they have
on the environment, resource efficiency or human health.

Read more on pages 5, 23, 51, 61, 69, 75, 129 and 181.




-~ WHAT WE DO

AT JOHNSON MATTHEY
WE ALWAYS AIM TO... deliver what we promise.
We work together, applying our expertise in
advanced materials and technology to innovate
and improve solutions that:

are valued by our customers;

—~ optimise the use of natural resources; and

enhance the quality of life for the people of the world,
both for today and for the future.

Delivering what
we Promise

Whether it’s dealing with
customers, shareholders or
each other, we take pride in
delivering what we promise.
Integrity is one of our core
values which we have built
upon since the company’s
foundation in 1817.

Valued by our Customers

We always want to deliver the
best solution we can for our
customers. It has been in our
DNA since the beginning. But
‘the best’ can mean different
things in different markets

for different customers. To
remain competitive we need
to look consistently to add
value for our customers by
understanding what ‘the best’
looks like for each and every
market they are working in —
and then delivering it.

Working Together

In Johnson Matthey we
have around 12,000 people
working in different fields and
it’s their contribution across
a variety of functions that
makes us indispensable to
our customers. We need to
continue to work smarter,

closer and more collaboratively

to ensure our organisation is
fit for the future.

Optimise the use of
Natural Resources

We utilise our expertise to
promote the most efficient use

of the world’s natural resources.

We apply this to the way we
run our own facilities and
through the action of our
products and services at our
customers’ operations.

Experts in Advanced
Materials and Technology

Whether it is harnessing
chemical properties at an
atomic scale or applying our
engineering skills to create
new solutions, developing
advanced materials and
technology is what we do
best. We continue to invest
in R&D to make sure we stay
ahead of the game.

Enhancing Quiality of Life

Our goal at Johnson Matthey
is to grow our business —

but to grow it sustainably.

As a leader in sustainable
technologies, we are proud
of the fact that many of our
products enhance the quality
of life for millions of people
around the world. In our

3rd century we will continue
to strive to do the right thing
by the planet — and improve
the lives of the people and

communities we share it with.

Innovating and Improving
Solutions

Johnson Matthey is in the
business of developing new
solutions for our customers.
We also apply our innovative
approach to improve the
performance of the products
we already have and to
optimise the way we
manufacture them. This is how
we can continue to offer our
customers real differentiation
in the marketplace.
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1. Overview

Building Our 3rd Century

How We Create Value

OUR BUSINESS MODEL...

is to create value from applying our
expertise in advanced materials and
technology to innovate and improve

solutions that are valued by our customers,

optimise the use of natural resources and
enhance quality of life.

There are three inputs to our business model:

- Our people
- QOur operations
-~ Innovation

These align with the nine aspects of our strategy
(page 14) and support the long term creation of
value adding sustainable technologies.

- Our People

We rely on the ability of our people to innovate and to
collaborate with each other and our customers to develop
and bring value adding sustainable technologies to market.
We hire the best people with the right skills and support
them with a culture that engenders innovation and
encourages them to develop and grow. Our people are
motivated by working for a company that is ‘doing the right
thing’ — and this is an important differentiator in attracting
and retaining top talent in an increasingly diverse business.

- Our Operations

Around three quarters of the value we create comes from
physical products, such as our emission control catalysts
or active pharmaceutical ingredients, which we manufacture
at our facilities around the world.

Efficient and responsible manufacturing is critical to our
economic and environmental performance and we have
programmes in place to optimise our operations. Our
Manufacturing Excellence programme is driving efficiency
improvements and innovation in manufacturing. This is
complemented by Sustainability 2017 which is focused on
reducing emissions and minimising resource use. We invest
in our manufacturing capacity to ensure we can meet
customer 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.

ADVANCED
MATERIALS
AND
TECHNOLOGY

Approximately one quarter of the value we create comes
from the provision of specialist services such as the refining
and recycling of precious metals, process technology used
to design chemical plants or diagnostics that improve
efficiency in the oil and gas industry. Collaboration and
strong relationships with our customers are crucial in providing
a high quality tailored service. Know-how and a strong
reputation underpin success and we perpetually build on
these through continued investment in R&D and our people.

- Innovation

Innovation fuels the continuous development of new and
higher performance products and this, together with our
know-how in advanced materials and, where appropriate,
intellectual property protection, underpins our ability to
maintain technology leadership positions. We partner with
our customers, industry experts and academics to spark
further ideas. Innovation isn’t just confined to new product
development; it is harnessed throughout our business
processes. Our values encourage collaboration and
innovation amongst our people, whilst continued investment
in R&D provides them with the infrastructure and resources
to realise the potential of their innovative ideas.

The outputs of our model are threefold:

—> Sustainable profitable growth

—> Reduced environmental footprint — of our
customers’ operations, as well as our own

—> Social and wellbeing benefits — from the action
of our products

These all directly align with our vision and support
our strategy.



OUR VISION...

At Johnson Matthey it is our vision to
build our 3rd century through value
adding sustainable technologies.

In our 18t century we built a reputation, not just for
expertise in precious metals, but for real integrity, and for being
a company our customers could trust.

In our 2nd century we developed our expertise in the
engineering and refining of metals. We also began our
environmental journey — a journey that continues to this day.

For our 3rd century, we have developed a business model
and strategy that, when underpinned by our company values,
will drive our next century of growth.

OUR VALUES...

Our values highlight what is important

to us, what makes us distinctive and
what it's like to work at Johnson Matthey.
They describe how we do things when
we are at our best.

Integrity

Doing the right thing is important to us

At Johnson Matthey we are proud of our reputation for
integrity, built over 200 years, and as our business grows
we will continue to follow our predecessors’ honest, safe
and successful way of working.

Ability and Innovation

We seek and value talented people

We need talented people to deliver the scientific, technical
and business innovations that continue to fuel our growth.
We develop and draw on each other’s talents and collaborate
to create value for ourselves and our stakeholders.

Recognition and Development

Anyone from anywhere can progress

We want to ensure that doing a good job and delivering results
with a commitment to our company values are recognised and
rewarded, whoever you are and wherever you are in the
company. We provide opportunities for personal growth and
career development in a successful company.

Freedom to Act

Anyone with a good business case can realise their ideas
We genuinely give people the freedom to take action, obtain
resources and implement ideas. This helps the company,
and our people, grow through encouraging innovation and
leadership. We trust and respect each other’s judgment
and expertise and support those who act and deliver.

The Best of Big and Small

We have big company resources but apply small company
methods

We keep it simple, straightforward and personal, but have
the stability and support that comes with being a successful
global organisation. We treat our customers as people and
they find us easy to work with.
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1. Overview

Building Our 3rd Century continued

OUR STRATEGY...

Our ‘3C’ strategy will enable us to build our 3rd century
of value adding sustainable technologies. In doing this
we are focusing on three powerful themes:

Collaborate, Customer Focus and Create Value.

Invest
in people,
products and
technology

Build on
our core
strengths

Operational
excellence and
sustainability

Customer
focus

The Johnson

Collaborate
% Customer Focus
and

Create Value.

Collaborate
to leverage

our expertise

Growth
from new
businesses

The best of

Matthey big and small

culture

9

INVEST IN PEOPLE, PRODUCTS
AND TECHNOLOGY

Invest in our people to develop the
best talent across our business;
also invest in our products and
technology. In doing this we can
differentiate ourselves from our
competitors.

COLLABORATE TO LEVERAGE
OUR EXPERTISE

Collaborate more, for smarter,
closer working, with even greater
flexibility so we can better leverage
our expertise across the company.

BUILD ON OUR CORE
STRENGTHS

Build on our core strengths in
advanced materials and technology
to develop the next generation of
sustainable technologies.

WE HAVE NINE BUILDING BLOCKS THAT MAKE UP OUR STRATEGY PYRAMID:

— CUSTOMER FOCUS

Focus on our customers. Target
those who value technology and
ensure we select attractive markets
with strong external drivers.

GROWTH FROM NEW
BUSINESSES

Develop new businesses that fit
our technology competences
and can provide the next material
growth engines for the group.

OPERATIONAL EXCELLENCE
AND SUSTAINABILITY

Be the best we can be, pursuing
operational excellence and
sustainable business practices

to enhance our operations, keep
our people safe, protect our
reputation and make a positive
contribution to the world around us.

CREATE VALUE

Create value from strategic
investments that accelerate
and enhance our growth.

THE JOHNSON MATTHEY
CULTURE

Evolve our culture through
living our values by applying
what has made us successful
and unique in the past to the
challenges of today’s complex
and global marketplace.

BEST OF BIG AND SMALL
Marry our ‘small company’
flexibility with our ‘large company
global strengths to ensure

we can be both nimble and
competitive as we continue

to grow.

Manufacture

ADVANCED
MATERIAL
DESIGN

Characterisation

Specialist
technology
expertise

at scale

Integrating
into

Coatings applications

Pgm and
base metal
chemistry

Surface
science

Johnson Matthey’s Technology Competences
Applying Our Expertise in Advanced Materials and
Technology to Innovate and Improve Solutions

Johnson Matthey provides solutions to difficult real life problems for our customers and,

in most cases, we achieve this through the design and application of advanced materials.

Not all of our products are materials, but most of our businesses supply products that
contain or incorporate an advanced material in some way, whether it is a powdered or
coated catalyst, a coated component or a fully functional device. So designing advanced

materials is at the centre of much of what we do.
Whatever the material, the ability to develop and supply the best performing product

comes from being able to design at the molecular or atomic scale exactly what we want

and then manufacture it at scale. Synthetic chemistry is a core competence for Johnson

Matthey and we excel in both organic and inorganic chemistry and in the application of
predictive computational modelling to accelerate the evaluation of new structures. We
also have an unrivalled knowledge of platinum group metal (pgm) chemistry and a
deep understanding of surface science, particularly of the properties of coatings and

coated surfaces.

We need to be able to verify that what we have made is what we wanted. Evaluating

materials, once synthesised, is critical and Johnson Matthey has world leading
characterisation and analytical capabilities and experts to support this.




Research and Development

CONTINUED INVESTMENT IN R&D UNDERPINS THE FUTURE GROWTH

OF JOHNSON MATTHEY.

t is this investment, together with our ability to recruit

the most talented and creative scientists, that will ensure we maintain the expertise
and leadership in advanced materials that drive the development of value adding
sustainable technologies and improved manufacturing processes.

Around 1,400 of our employees work

in R&D representing around 12% of the
total workforce and include many highly
skilled scientists and engineers. Around
80% of our R&D staff work within the
group’s divisions in dedicated R&D and
technical centres around the world. In
our divisions, work is mainly focused on
delivery of shorter term business specific
projects or to address particular market
developments or customer needs.

Research and Development
Employees

Alongside these activities, Johnson
Matthey also has central capability

on strategic R&D, located at five
technology centres, which works on
behalf of all of the group’s businesses.

We maintain a close link between
our central R&D activities and the
development work carried out directly

by our divisions. This interaction is key in
ensuring the rapid transfer of technology

to support the continued development

of innovative new products and services

for our customers.

Distribution of Research and
Development Expenditure

In 2013/14 Johnson Matthey increased
its gross investment in R&D by 12% to
£152.3 million.

@ Read more on R&D at
Johnson Matthey at
www.matthey.com/innovation.

Research and Development
Expenditure

£ million £ million / sales
New New %
Businesses Central Businesses Central
) , 7% Research 7% Research
Fine Chemicals 219 Fine Chemicals 16% 160 1823 g0
8% 8% 140
Precious Precious 120 o0
Metal I Metal / 4.0
Products Products \ 100
6% 6% 80 3.0
60 20
Process Prooes; 40 -
Technologies Emissi Techwngi/oges 20 '
0 mission o Emission 0 0
0% -/ Control —/ Control 2010 2011 2012 2013 2014
Technologies Technologies mm R&D expenditure = R&D expenditure /
38% 44% £ million £ million sales %

The materials we make not only have a specific chemical
structure, they also have defined functionalities — it's what they do that
gives them value rather than what they are chemically. Designing
functional materials requires specialist technology expertise and
a good understanding of applied disciplines such as catalysis,
electrochemistry and pharmacology.

The performance of a functional material is affected hugely by the
environment that the material sees during its life. A key skill of ours is
that of taking a material and customising and integrating it into a
specific application based upon the environment in which it will operate.
This involves a deep understanding of how the material will interact
with its environment, including with other components in the system,
and the conditions (such as the temperature and / or pressure) that
it will see during its lifetime.

Longevity and life of the material are vital too and we typically
need to provide our customers with data that proves the durability or
performance of our products over their design life. Many of our products
last for years and so our ability to design and carry out accelerated
lifetime testing and, critically, to interpret the results is a key strength.
The results from real life testing are used to inform and refine the
overall design of new materials as part of our development processes.

Once we have optimised a material and proven it as a prototype
we need to be able to manufacture it at scale for our customers.
This could be anything from a few kilograms through to thousands
of tonnes of a material, or hundreds through to millions of units of a
discrete component or system. Taking prototypes rapidly into full scale
production and maintaining functionality and system behaviour is
another critical element of the mix. Understanding scale up requirements
often informs the whole process, right back to the initial material design.

Many disciplines contribute to successful manufacturing scale up
and our understanding of how to generate defined surface structures is
a particular strength of Johnson Matthey. Our ability to design coatings,
such as catalyst washcoats and inks, that self assemble into the required
structure during manufacture, underpins many of our businesses.

Completing the cycle is our ability to characterise production of
both our final product and the manufacturing process used to make it,
and is a key requirement for a materials supplier.

Each competence contributes to the process of developing and
supplying advanced and highly functional materials and technology that
give the best performance in specific applications. These competences
are interconnected and knowledge from each informs the others. It is
the combination of these skills and capabilities which we believe sets
Johnson Matthey’s technology apart from that of our competitors.
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1. Overview

Group Key Performance Indicators

JOHNSON MATTHEY USES A RANGE OF KEY PERFORMANCE
INDICATORS (KPIs) TO MONITOR THE GROUP’S PERFORMANCE
OVER TIME IN LINE WITH ITS STRATEGY.
These include key measures of our financial performance as well as
indicators to monitor ongoing investment in facilities and in R&D. In addition,
we also use KPlIs to track the carbon footprint of our operations and to
measure and drive continuous improvement in the safety, wellbeing and

development of our people.

— These principal KPIs, together with the group’s performance against them in 2013/14,

are described below:

Sales Excluding Precious Metals
£ million

2,981
3,000

N ¥

2,679 2,676
N ¥

2,500 2280

2,000 ea

1,500

1,000

5
0

2010 2011 2012 2013 2014

o
=]

Monitoring sales provides a measure
of the growth of the business. In
measuring the growth of the group,
we focus on sales excluding the value
of precious metals because total
revenue can be heavily distorted by
year on year fluctuations in precious
metal prices. In addition, in many
cases, variations in the value of the
precious metals contained within our
products are passed directly on to
our customers.

Performance in 2013/14

In 2013/14 sales excluding precious
metals increased by 11% with
particularly good growth in Emission
Control Technologies as described in
the Financial section on pages 24 to 48.

Underlying Earnings per Share
pence

180 1706
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Underlying earnings per share is the

principal measure used to assess

the overall profitability of the group.

The following items are excluded

from underlying earnings because

they can distort the trend in results:

e Amortisation and impairment of
intangible assets arising on
acquisition of businesses (acquired
intangibles).

e Major impairment or restructuring
charges.

e Profit or loss on disposal of
businesses.

e Tax on the above and major tax items
arising from changes in legislation.

Performance in 2013/14

This year underlying earnings per share
increased by 16% to 170.6 pence
supported by the group’s strong
performance and by a lower effective
tax rate for the year. Further details

are provided on pages 24 to 48 and

a reconciliation from earnings per
share is given in note 11 on page 144.

Return on Invested Capital
%

8
2010 2011 2012 2013 2014

In a business as capital intensive as
Johnson Matthey’s, profitability alone
is a poor measure of performance;

it is possible to generate good
operating margins but poor value for
shareholders if assets are not used
efficiently. Return on invested capital
(ROIC) is therefore used alongside
profit measures to ensure focus upon
the efficient use of the group’s assets.
ROIC is defined for the group as
underlying operating profit divided by
average capital employed (equity plus
net debt). ROIC for individual divisions
is calculated using average segmental
net assets as the denominator.

Performance in 2013/14

The group’s ROIC increased from
19.8% to 20.8%. Further details are
provided on page 46.




Capital Expenditure
£ million capex / depn (times)
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To enable the group to continue to
grow, Johnson Matthey invests
significant amounts in maintaining
and improving our existing plants and
in adding new facilities to provide
additional capacity where necessary.
All new capital expenditure is subject
to detailed review to ensure that its
investment case passes internal
hurdles. Annual capital expenditure is
measured as the cost of property, plant
and equipment and intangible assets
purchased during the year. The ratio
of capital expenditure to depreciation
gives an indication of the relative level
of investment.

Performance in 2013/14

In 2013/14 the group’s capital
expenditure was £218.3 million which
represented 1.7 times depreciation
(2012/13 1.5).

Gross Research and
Development Expenditure
£ million
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Johnson Matthey’s strategy is focused
on delivering superior long term
growth from value adding sustainable
technologies. To maintain our
competitive position, we need to keep
investing in research and development.
Whilst absolute levels of research and
development expenditure do not
necessarily indicate how successful we
are, that success rapidly feeds through
to higher sales as lead times in our
business can be quite short.

Performance in 2013/14

The group increased its research and
development expenditure this year
by 12% to £152.3 million. Further
details of the group’s research and
development activities are described
on page 15, throughout the Strategic
Report and on our website.

Sustainability - Global Warming
Potential
thousand tonnes CO, equivalent
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We measure our progress towards
reducing the carbon footprint of our
operations and improving our energy
efficiency by looking at the group’s
total global warming potential (GWP).
Total GWP is based on our direct and
indirect energy usage and CO,
equivalence which provide a strong
platform for monitoring the impacts
associated with energy use in our
operations. We are working to broaden
the scope of our GWP measurement
to include all aspects of our business
and to consider the beneficial impacts
of our products and services.

Performance in 2013/14

This year the group’s GWP increased
from 413,000 tonnes to 444,000 tonnes
CO, equivalent. Further information

on the group’s GWP is given in the
Environment section on pages 70 to 73.

Safety — Annual Rate of Greater
than Three Day Accidents
per 1,000 employees

0 I I
March  March March March March March
2009 2010 2011 2012 2013 2014

Johnson Matthey is a manufacturing
business and a significant proportion
of our employees work in production
environments with chemicals and
process machinery. Rigorous safety
systems apply across all facilities and
are essential if the group is to avoid
accidents which could cause injury
to people or damage to our property,
both of which can impact the group’s
performance. We actively manage
our safety performance through
monitoring the incidence and causes
of accidents that result in more than
three days’ lost time.

Performance in 2013/14

The group’s annual rate of greater

than three day accidents decreased
this year to 2.68 per 1,000 employees.
Further details of our safety improvement
programmes are provided in the Health
and Safety section on pages 62 to 67.

Health Management - Annual
Incidence of Occupational lliness
cases per 1,000 employees
6
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The health and wellbeing of our
employees is a priority for Johnson
Matthey and we are working hard to
minimise workplace related negative
health effects. We manage our
performance in this area by measuring
the number of occupational iliness
cases arising as a result of exposure
to workplace health hazards.

Performance in 2013/14

The annual incidence of occupational
illness cases reduced this year to

2.2 per 1,000 employees as a result
of our initiatives to promote employee
wellbeing across the group. Further
details are provided in the Health and
Safety section on pages 62 to 67.

Voluntary Employee Turnover
%
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The success of Johnson Matthey is
partly dependent upon our ability to
attract and retain talented employees.
This means that being an attractive
employer is a prerequisite in a
competitive environment. We monitor
our success in retaining our staff using
voluntary employee turnover statistics.

Performance in 2013/14

In 2013/14 the group’s voluntary
employee turnover decreased to 5.6%
from 6.5% in 2012/13. Further details
of our programmes to attract, retain
and develop our people are provided in
the Social section on pages 52 to 59.
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1. Overview

Risks and Uncertainties

THE EFFECTIVE IDENTIFICATION AND MANAGEMENT OF RISKS AND
OPPORTUNITIES ACROSS THE GROUP ARE INTEGRAL TO THE DELIVERY
OF THE GROUP’S STRATEGIC OBJECTIVES.

The group’s approach to risk management
is aimed at monitoring material issues

to enable the early identification of key
risks and the taking of action to remove
or reduce the likelihood of those risks
occurring and their effect. The board has
overall responsibility for ensuring that
risk is effectively managed across the
group and the Audit Committee is
responsible for reviewing the effectiveness
of the group’s system of internal control.
This includes the approach to risk
management and procedures for the
identification, assessment, management,
mitigation, reporting of risk and assurance
of mitigating actions. The group has a

process in place for the continuous
review of its risks. As part of the risk
management process, each division
reviews its risks and its mitigation
strategies and actions and discusses
relevant risks with each business as
necessary. As part of that process, the
most significant risks identified are
collated into a Group Risk Register.
The Group Risk Register is reviewed by
the Chief Executive’s Committee (CEC)
and the board. Each individual risk is
considered, together with the
effectiveness of current controls and the
status and progression of mitigation
actions and plans are monitored.

The diagram on the right outlines
our approach to risk management.

The table below sets out what the
board believes to be the principal risks
and uncertainties facing the group,
the mitigating actions for each and an
update on any change in the profile of
each risk during the course of 2013/14.
The board considers that the risk
identified last year associated with
pension scheme funding has reduced.
This has therefore been removed from
the principal risks and uncertainties.
More detail of the group’s pension
schemes is included in note 14 on
pages 147 to 154.

Risk and impact

STRATEGIC

Responding to, identifying or
capitalising on appropriate new
or growth opportunities.

The group’s existing activities are well placed to deliver good growth over the coming
years. New business areas will help to sustain the group’s growth beyond that period.

Failure to identify new business areas or extend the group’s portfolio could
impact the ability of the group to achieve its strategy and / or maintain growth and /
or market share.

Technological change.

Johnson Matthey operates in highly competitive markets in which technology is key
to success. Constant product innovation is critical to maintain competitive advantage.

Failure to keep up with changes in the market place and to maintain our technology
pipeline could result in a lack of competitive products and erosion of margins and / or
loss of market share.

MARKET

Responding to changes in global
political and economic conditions
or future environmental legislation.

The global nature of the group’s business exposes it to risk arising from economic,
political and legislative change in the countries in which it operates.

Failure to respond to sudden short and medium term changes in the market or
economy or a sustained period of economic weakness in our markets could have
a material adverse effect on the group’s results.

The group has no influence upon changes in inflation, interest rates or other economic
factors affecting its business. In addition, the possibility of political unrest and legal or
regulatory changes also exists in countries in which the group operates.

Over 50% of the group’s sales are driven by environmental legislation, particularly legislation

over emissions from light and heavy duty vehicles. Further tightening of global emissions
legislation generally requires improved technological solutions and the extension of
emissions legislation to new applications can create opportunities for the group.

A curtailment in environmental legislation around the world could limit the group’s growth
potential and undermine profit margins.




‘ Overall Board Responsibility for the Management of Risk ‘

Audit Committee responsibility to assess the risk management process

Risks identified

Additional Controls
controls
included to

bridge gaps

Controls
identified and
considered for
effectiveness

by businesses,

divisions and
supporting
functions

implemented
and tested for
effectiveness

Ongoing
monitoring,
assurance
and reporting

Residual risks
prioritised

Overseen and approved by the

Mitigation

Changes since 2013 annual report

The group and each business prepares a strategic plan to review demand in
existing markets and potential new opportunities. These plans are regularly
monitored and challenged.

The group continues to invest in new business development and to identify and
convert targets for acquisition.

No change.

We continue to target potential new markets
and develop new businesses, both organically
and through acquisition. The progress of

our new business development activities,
including the integration of our battery systems
business (formerly Axeon), is described on
pages 41 to 43.

The group continues to invest in existing and new products and technologies
through R&D (including through its technology centres around the world) and

as part of our ten year technology plan.

There is constant innovation and development in cooperation with our key
customers.

The group invests in its people to ensure that it maintains a high level of relevant
scientific expertise.

No change.

Our commitment to innovation, research
and development is described throughout
this annual report.

As set out on page 15 we have a network
of technology centres. During the year we
established a centre in South Africa and a
further new technology centre in Singapore
was officially opened in April 2014.

We invested £152.3 million in R&D in the
year (2012/13 £136.0 million).

The group maintains a balanced portfolio of products and businesses and
serves a wide range of diverse customers which reduces the impact of a
change to any one market.

Management continuously monitors the performance of our businesses across
the world at both business and group level.

Our cost base contains a significant variable element and is flexible to changing
political and economic conditions.

Forthcoming changes in emissions legislation are well understood and our
products are designed to meet these increased requirements.

Profit margins can be maintained with continuous improvements in technology
to reduce the cost and improve the effectiveness of our products.

e Regular reviews are undertaken to monitor areas of new potential legislation.

Lobbying activities are undertaken where appropriate to improve the
understanding of regulatory and legislative bodies.

No change.

We performed well in 2013/14 and are well
positioned to respond to and benefit from
legislation changes in both light and heavy
duty catalyst markets over the years ahead
as detailed on pages 26 to 29.

e |NCreased risk

=== NO change = Reduced risk
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1. Overview

Risks and Uncertainties continued

Risk and impact

OPERATIONAL

Operating safely, including in line with
changes in health, safety, environmental
and other regulations and standards.

In common with similar manufacturing companies, the group operates in a challenging
safety environment that is subject to numerous health, safety and environmental laws,
regulations and standards.

Failure to operate safely and respond to changes made to applicable laws, regulations
or standards could adversely impact the group’s employees or other stakeholders,
our manufacturing capability or the marketability of our products.

Availability of strategic materials.

The group uses many raw materials within its manufacturing processes. Several raw
materials are available from only a limited number of countries and / or suppliers.

Disruption to the supply or a change in the group’s ability to access sufficient stocks
of these raw materials, most notably platinum group metals, rare earth materials or
narcotic raw materials, could adversely affect the group’s operations. This may be
due to increased prices or because our ability to manufacture and supply products
to customers may be impacted.

The effective recruitment, retention
and development of high quality staff
to support the growth of our business.

The group relies upon its ability to recruit, retain and develop employees around the
world with the necessary range of skills and experience to meet its stated objectives,
including in relation to business growth.

The existing management team has many years of experience at Johnson Matthey,
operating in the markets and developing the technologies in which the group maintains
a presence.

Ineffective succession on the departure of senior management or the lack of an
appropriately skilled workforce could adversely impact the group’s ability to perform
in line with expectations.

Security of assets.

On any given day the group has significant quantities of high value precious metals
or highly regulated substances on site and in transit, the security of which is critical.

A material loss due to a breach in the group’s security measures, including theft
or fraud, could be significant to the group’s performance.

Intellectual property (IP) and know-how.

The group operates in markets in which the generation and application of technology
know-how and IP allows an advantage to be maintained. Careful monitoring of
competitors’ IP is required to ensure that breaches of their rights are not made

by the group.

Failure to establish the group’s IP rights or to identify third parties’ IP rights could
undermine the group’s competitive advantage particularly given the group’s expansion into
new markets. Alternatively, not noting the expiration of patents held by third parties could
mean the loss of potential business opportunities. Protecting our broader know-how is
equally important to ensure that we maintain this advantage.

Systems failure.

The group uses a significant number of complex IT systems in its operational and
supporting activities, some of which are starting to see the end of their useful life.

Failure of one or more of our major IT systems over an extended period could impact
our ability to manufacture or to report our operational performance.

Failure of significant sites.

While the group operates from a variety of locations, certain sites are critical to the
group due to their scale or the specific nature of their production activities.

Failure of one of our critical sites could significantly impact the performance of the group.




Mitigation

Changes since 2013 annual report

Detailed health, safety and environmental processes are documented in our
operating manuals, communicated and reviewed regularly and used as the basis
for continuous training and development.

Robust maintenance programmes are undertaken in order to ensure that our
facilities and assets meet the applicable group and legislative standards.

The group carries out regular internal audits to ensure compliance with current
group policies and applicable laws, regulations and standards such as ISO 14001
and OHSAS 18001. Our quality standards are also scrutinised externally by
customers, suppliers and the relevant authorities.

Changes in legislation are carefully monitored and, if required, the composition
of our products is amended to comply with the latest legislation.

We are committed to proactive communication and to building open relationships
with the authorities and relevant legislative bodies, both directly and through the
relevant trade associations.

No change.

Our health and safety and environmental
performance is described on pages 62 to 67
and 70 to 73 respectively.

Although most of the world’s platinum is mined in South Africa, the group has
access to world markets for platinum and other precious metals and is not
dependent on any one source for obtaining supplies.

Appropriate sourcing arrangements are in place for other key raw materials to
ensure that the group is not dependent on any one supplier.

* Where possible the group enters into fixed price contracts for key raw materials.
e \We work closely with key suppliers to ensure availability, including through audits,

benchmarking and specific risk reviews.

¢ We regularly monitor forecast requirements and hold buffer stocks.
¢ We look to identify alternative raw materials where appropriate.

In light of the change in the nature of our
contracts with Anglo American Platinum
Limited (effective 1st January 2014) and
continued labour unrest in South Africa,
we have concluded that this risk has
increased since last year. We are actively
managing this risk, partly through higher
metal inventory holdings.

Global employee development programmes are in place. These include training
of manufacturing leaders to run our operations in a consistent and efficient way.
Regular reviews of management succession plans are carried out and are closely
monitored by the Nomination Committee and Management Development and
Remuneration Committee.

Global remuneration policies are in place to ensure appropriate rewards to
motivate and retain staff.

We undertake a continuous assessment of the skills required within the group
and action plans are put in place to address identified gaps.

Although our senior management succession
has been successfully managed, such a
change at the top of the group must inherently
increase risk.

e The group has well developed security, assay and other process controls. No change.
* \We complete security checks to safeguard both our tangible and intangible assets.

* Annual security audits are carried out across the group.

e Insurance cover is maintained for losses from theft or fraud.

» The group has established policies and procedures for registering patents and ~ No change.

for monitoring its existing patent portfolio and those of third parties.

¢ We defend infringement claims and challenge new patents where appropriate.

We continuously evaluate operating restrictions and opportunities available to
us through the use of our IP and know-how.
Know-how is protected by non-disclosure agreements and legal measures.

e \We restrict internal and external access to IP and know-how as necessary.

We complete security checks to safeguard our intangible assets, including
cyber checks.

Our investment in technical developments partially mitigates the risks to our
IP and know-how.

We continuously review our IT infrastructure and environment and make short
and long term investments where these are deemed necessary and appropriate.
We identify and implement other systems based or manual work arounds where
these are identified as necessary.

IT disaster recovery and general business continuity plans are in place and are
regularly tested and reviewed.

A number of systems are bespoke to specific businesses or locations which
reduces the impact to the group of a failure in any one system.

There are a number of systems initiatives
being undertaken which will result in
significant change. We have therefore
concluded that the level of associated risk
has increased and we are using external
expertise to help to mitigate this.

Business continuity plans include consideration and testing of circumstances
in which alternative back up locations may be required.

e Capacity and demand planning includes consideration of the site’s significance.

Given the nature of the group’s operating activities, these can be replicated at
other locations with reasonable ease and in a short time frame.

No change.

e |NCreased risk

=== NO change = Reduced risk
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2. Financial

SUSTAINABLE TECHNOLOGIES

for today and for the future




CASE STUDY

Maximising Plant Performance;
Minimising Natural Resources

Methanol is an important chemical building block that is used to
produce a wide range of everyday products from plastics and particle
board to synthetic fibres and adhesives. In addition, around 10% of
the world’s methanol is used as a clean fuel, such as in China where it
is blended with gasoline and used to power vehicles.

Johnson Matthey is the leader in catalysts and technology for
producing methanol. We’ve built over 70 years of experience in the
industry and established a deep and extensive knowledge in catalysis
science, plant design and plant operation know-how.

Our catalysts are intrinsically sustainable, accelerating the rate of the
chemical reactions to make methanol without being consumed
themselves. In combination with our methanol process technology,
they allow our customers to operate their plants with high efficiency to
produce an optimum amount of desired product with the minimum use
of natural resources.

The formulation of the catalyst is crucial — it must deliver high activity,
selectivity, robustness and stability to ensure highly efficient production
of methanol. Over the years, our R&D has delivered continued
incremental improvements in catalyst performance and, today, Johnson
Matthey continues to hold a leading position with nearly half of the
world’s methanol being produced using our catalysts and technology.

Our unique catalyst formulation is based on a copper containing mineral
in which a controlled proportion of the copper atoms have been
replaced by zinc atoms. These are supported on a specifically designed
zinc aluminate compound which gives the catalyst good mechanical
strength and also allows reactant gases access to the active copper
atoms. Microcrystalline zinc oxide is also present to protect the copper
atoms from poisons such as sulphur and chlorine compounds.

Our scientists continue to develop the formulation of our methanol
synthesis catalysts and their production routes to ensure that our
catalysts can deliver the maximum activity and selectivity at all times.
With an integrated approach, we continue to enhance our process
technology too. Together these ensure we can provide methanol
customers around the world with leading edge catalysts, technology
and technical service that enables them to optimise their plants and
their use of natural resources.
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2. Financial

Group Performance Review

Year to 31st March

2014 2013 % change
Revenue £ million 11,155 10,729 +4
Sales excluding precious metals (sales) £ million 2,981 2,676 +11
Operating profit £ million 448.2 381.8° +17
Profit before tax £ million 406.6 348.6" +17
Earnings per share pence 167.7 132.31 +27
Underlying?:
Operating profit £ million 468.9 416.11 +13
Profit before tax £ million 427.3 382.9° +12
Earnings per share pence 170.6 147.71 +16

T Restated (note 40).

2 Before amortisation of acquired intangibles, major impairment and restructuring charges, profit or loss on disposal of businesses, significant tax rate changes and, where relevant, related

tax effects.

Sales by Division

. New
Fine Businesses
Chemicals ( 29
1%

Emission Control
Technologies
54%

Precious Metal
Products
14%

Process
Technologies
19%

Sales by Destination

Rest of World
11%

Rest of Asia ‘ Europe
0,
10% 359%
China
N \

North America
33%

Divisional Sales
£ million

3,500
3,000

N\ N\_
2,500 i .I
2,000 ..
1,500 X |

i B

. .
1,000
500

2012 2013 2014

- - - — -
Emission Process Precious Fine New
Control Technologies  Metal Chemicals Businesses

Technologies Products

2013/14 in Summary
e Revenue up 4% to £11.2 billion.
e Sales 11% ahead at £3.0 billion.

e  Profit before tax and earnings per share increased by 17%

and 27% respectively.

e Underlying profit before tax and underlying earnings per
share increased by 12% and 16% respectively.

¢ Investment in R&D of £152 million, up 12%, and total capital

expenditure of £218 million, 1.7 times depreciation.
e Cash flow conversion of 82% (2012/13 85%).

e Balance sheet remains strong with net debt (including post

tax pension deficits) / EBITDA of 1.3 times.

e Return on invested capital (ROIC) 20.8%, ahead of our
long term target of 20%.

e Final dividend of 45.5 pence recommended resulting in
full year dividend up 10% at 62.5 pence.

Underlying Operating Profit

2012* 2013 2014
£ million £ million £ million
Emission Control Technologies 157.3 163.5 203.6
Process Technologies 74.9 92.4 101.9
Precious Metal Products 185.7 124.4 130.9
Fine Chemicals 73.6 76.6 84.1
New Businesses (12.6) (16.0) (18.3)
Corporate (28.8) (24.8) (33.3)
Total 450.1 416.1 468.9

* Not restated for IAS 19 revised.




Performance in 2013/14

Johnson Matthey performed well in
2013/14. Emission Control Technologies
exceeded our expectations, benefiting
from growth across all regions and from
the introduction of new heavy duty
diesel legislation, particularly in Europe.
Process Technologies also grew
strongly, helped by the acquisition of
Formox at the end of last year. Precious
Metal Products’ sales were in line with
last year. The division was impacted by
the change to our long term contracts
with Anglo American Platinum Limited
which came into force on 1st January
2014. Fine Chemicals grew its sales with
a good year in its Active Pharmaceutical
Ingredient Manufacturing business, and
New Businesses made further progress.
Overall, sales were up by 11% to
£3.0 billion and underlying operating
profit grew by 13% to £468.9 million.
Underlying return on sales was in line
with last year at 15.7% and ROIC
increased to 20.8%, from 19.8%, as a
result of the higher underlying operating
profit and good working capital
management across the group.

Underlying profit before tax was
12% ahead at £427.3 million and
profit before tax was 17% higher at
£406.6 million.

Helped by a lower effective tax rate
for the year, underlying earnings per

share increased by 16% to 170.6 pence.

A deferred tax credit of £9.5 million,
which is due to the reduction in headline
rates of UK corporation tax from 23%

to 20%, has been excluded from
underlying tax. Earnings per share were
167.7 pence, 27% above last year.

Dividend

The board is recommending a 10%
increase in the total dividend for the year.
This comprises a final dividend of

45.5 pence which, together with the
interim dividend of 17.0 pence, gives

a total ordinary dividend for the year

of 62.5 pence (2012/13 57.0 pence).
At this level, the dividend would be
covered 2.7 times by underlying earnings
per share. Subject to approval by
shareholders, the final dividend will be
paid on 5th August 2014 to ordinary
shareholders on the register as at

13th June 2014, with an ex dividend
date of 11th June 2014.

Economic Impact and Distribution of Value to Stakeholders

In 2013/14 the group generated an underlying operating profit of £468.9 million and
revenue of £11.2 billion. Of this revenue, £8.2 billion represents the value of precious
metals in our products which in many cases is passed directly on to our customers.
As a result, we may see quite large year on year swings in the revenue line depending
on the movements in the market prices of precious metals during the year. Sales
excluding the value of precious metals is therefore a better measure of the sales
growth in our business.

Of the £11.2 billion revenue, the costs of goods and services were £10.1 billion
(including £8.2 billion for precious metals) while our own operations created an
estimated £1.0 billion in underlying added value.

Employees received the largest share of this underlying added value (54% of
the total), reflecting the fact that Johnson Matthey is a high technology company
employing many highly skilled employees across the globe. Amounts payable to
providers of capital, i.e. our shareholders and financiers, were 17% of the total,
and corporate income taxes of 8% were payable to governments. In 2013/14
we retained / invested 21% in the business for future growth and £0.6 million was
invested in our local communities. This community investment represents cash
donations made by Johnson Matthey and does not include the value of employee
time donated during working hours. We are continuing to develop our systems to
capture further information on our contribution to local communities. This is outlined
further in the Social section on pages 58 and 59.

The board’s objective remains to
grow the company’s ordinary dividend
over time, broadly in line with underlying
earnings per share, with the dividend
covered approximately 2.5 times.

The performance of our five divisions
is explained in more detail in the Financial
Review of Operations section on pages
26 to 43.

Johnson Matthey -
Distribution of Underlying
Added Value 2013/14

Governments
8%

r Local communities
0.1%

Providers
of capital
17%

Retained by /
invested in business Employees
for future growth 54%
21%
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Financial Review of Operations

EMISSION CONTROL TECHNOLOGIES

HGH TECHNOLOGY

Capital expenditure £72.1 million

CATALYSTS FO R Capex / depreciation 1.3

R&D expenditure £67.8 million
EI\/HSSlON CONTROL Average invested capital £970 million

Employees 4,334

Year to 31st March % at
2014 2013 constant
£ million £ million rates

Revenue 2,996 2,557 +19
Sales excluding precious metals (sales) 1,645 1,461 +14
Underlying operating profit 203.6 163.51 +25
Return on sales 12.4% 11.2%"
Return on invested capital (ROIC) 21.0% 16.4%'

1 Restated.

Sales by Destination

Other Rest of World
4% 10%

<

Rest of Asi
Light Duty es1 (())% - Europe
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35%
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2,000 225 2036
1,645 N—Y
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1,500 A = S =
150
1,000
75
500
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* Not restated for IAS 19 revised.



STRATEGY

~— Maintain differentiation
through technology by
investing in R&D

— A deep understanding of

The division is focused on maintaining differentiation through technology by
investing in R&D. This investment is vital to ensure Emission Control Technologies
can continue to develop high performance leading edge catalysts for its customers.

A deep understanding of markets and customers enables the division to provide
the right solutions for its customers in evolving markets driven by tightening
legislation. Strong relationships and a good understanding of customers’ needs
are crucial to the division’s success.

markets and customers

~> Manufacturing Excellence

—> Deliver superior growth

Manufacturing Excellence is an important element of the strategy. The division’s
activities involve manufacturing products for its customers. It is focused on
optimising raw materials and plant efficiency to produce the best quality products
at minimum operating cost and ensuring the highest standards of environmental,
health and safety performance.

The division aims to deliver superior growth in markets that are driven by global
trends, such as environmental regulation and increasing wealth, and where
applying its expertise in leading edge catalysis can generate growth at rates
ahead of industry baselines.

DIVISIONAL SUMMARY

Business Light Duty Vehicle Catalysts Heavy Duty Diesel Catalysts

What We Do Manufacture catalysts which control harmful emissions from cars Manufacture catalysts which control harmful emissions from diesel
and other light duty vehicles powered by all types of fuel powered trucks, buses and non-road machinery

How We Add Develop high technology catalyst formulations and systems to meet legislated limits for emissions around the world

Value

Societal Benefits

* Improved air quality and fuel efficiency
* Respiratory health benefits

Global Drivers

Population Growth

Health and Nutrition

BRI Ageing Population

Increasing Wealth

Customer Profile

e Car companies * Heavy duty truck and engine manufacturers

® Global customer base e | ocal Chinese producers

® Global customer base

Major * BASF * BASF
Competitors o Umicore * Umicore

e Cataler ® Haldor Topsee
Employees 4,334
Locations * 15 manufacturing facilities in 13 countries

e Nine technical centres in seven countries

2013/14 Sales

£1,009 million £573 million
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Financial Review of Operations continued
EMISSION CONTROL TECHNOLOGIES continued

Performance in 2013/14

Emission Control Technologies (ECT)
had a very strong year benefiting from
an improved product mix in our
European light duty vehicle (LDV)
catalyst business, continued growth

in our Asian business and a good
performance in our heavy duty diesel
(HDD) catalyst business in Europe driven
by the introduction of new legislation.
Sales increased by 13% to £1,645 million
and underlying operating profit was up
25% at £203.6 million.

ECT’s return on sales for the year
increased by 1.2% to 12.4% due to
higher plant utilisation and further
process efficiency improvements. ROIC
improved significantly, from 16.4% to
21.0%, driven mainly by the increase in
underlying operating profit but also by
some good successes from a number of
working capital management initiatives.

Light Duty Vehicle Catalysts
Sales in our LDV catalyst business
increased by 8% to £1,009 million
(61% of ECT’s sales in the year)
and underlying operating profit was
well ahead.

In the year to 31st March 2014,
global LDV sales grew by 3% to
84.1 million vehicles and global
production also increased by 3%, with
continued growth in North America and
Asia throughout the year and some
recovery in Europe in our second half.
Within Asia, vehicle production in China
and Japan grew by 11% and 4%
respectively although production in
India continued to decline and was 8%
down on prior year.

Estimated Light Duty Vehicle Sales and Production

Year to 31st March

2014 2013 %

million million change

North America Sales 18.3 17.4 +5.2
Production 16.2 15.4 +5.2

Europe Sales 17.7 17.8 -0.6
Production 191 19.0 +0.5

Asia Sales 36.3 34.6 +4.9
Production 43.0 40.8 +5.4

Global Sales 84.1 81.5 +3.2
Production 83.6 80.9 +3.3

Source: LMC Automotive

Johnson Matthey’s Light Duty
Vehicle Catalyst Sales by Region

2014 2013 %

£ million £ million change

Europe 571 543 +5
Asia 255 214 +19
North America 183 181 +1
Total 1,009 938 +8

Our LDV catalyst sales in Europe
outperformed the market and grew by
5% to £571 million, benefiting from an
improved product mix as we replaced
some lower value catalyst sales with
higher value diesel filter business. The
proportion of diesel vehicles produced
in Western Europe remained relatively
steady at 51%.

Legislation in Europe continues
to tighten and, as a result, we estimate
that catalyst value for light duty diesel
vehicles will increase by around 20%
with the introduction of Euro 6b light
duty diesel emission standards in
September 2014 for new models and
September 2015 for all production.
This will require additional catalyst
fitment to meet tighter NOx standards.

Light Duty Vehicle Production Outlook — 2012-2020 (calendar years)
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New, more efficient petrol engines,

such as those using direct injection
technologies, also offer opportunities
for additional catalyst sales with the
introduction of Euro 6¢ emission
standards starting from September 2017.

Our sales of LDV catalysts in Asia
grew strongly, up 19% to £255 million,
and were well ahead of the 5% growth
in vehicle production. Our business in
China performed very well as a result of
continued demand for cars and some
new business wins with both local and
global car companies. Our sales in South
East Asia were also well ahead, benefiting
from the good growth in vehicle
production in Indonesia and Malaysia,
despite an overall decline in vehicle
production in the region. In Japan our
sales grew slightly; however, demand for
our products in India remained subdued
in the face of continued weakness in the
country’s car market.

In North America our volumes grew
broadly in line with the 5% growth in
vehicle production. However, our sales
of £183 million grew slightly below the
market rate, primarily due to lower prices
for rare earth materials (which are used
in catalyst manufacturing), the cost of
which is passed on to our customers.

CAGR 4.6%
(2012-2017) 127

102.1
950 96.9

Global




Estimated HDD Truck Sales and Production

Year to 31st March
2014 2018 %

thousand thousand change

North America Sales
Production

EU Sales
Production

452.4 426.2 +6.1
468.4 438.1 +6.9
299.0 263.1 +13.6
413.9 375.3 +10.3

Source: LMC Automotive

Heavy Duty Diesel Catalysts
Our HDD catalyst business performed
very well with sales up 20% to
£573 million and operating profit grew
similarly. Tightening legislation in Europe
and China, together with increased
truck production, helped to grow our
on road HDD catalyst sales by 20%
to £514 million. Sales to non-road
applications accounted for nearly
£60 million of our 2013/14 HDD
catalyst sales.

Sales and production of HDD trucks
in North America grew by more than 6%
helped by the continued recovery in the
US economy. In Europe the market grew
strongly, supported by a pre-buy ahead
of the new Euro VI legislation which
came into force on 1st January 2014.

Johnson Matthey’s Heavy Duty
Diesel Catalyst Sales by Region

2014 2013 %

£ million £ million change

North America 355 331 +7
Europe 173 118 +47
Asia 45 28 +61
Total 573 477 +20

In North America our sales grew
in line with truck production, up 7%
to £355 million. The business benefited
from a recent upturn in demand for
larger ‘Class 8’ trucks which supported
our sales in the final quarter. Sales of
catalysts for non-road applications, such
as agricultural, construction and mining

Heavy Duty Diesel Vehicle Production Outlook (Regulated Engines) — 2012-2020 (calendar years)
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equipment, continued to grow and
accounted for approximately 9%

(£33 million) of our total North American
HDD catalyst sales.

Our European HDD catalyst
business grew significantly with sales
up 47% to £173 million, of which
£21 million were for non-road applications,
up 44% on last year. During the first
nine months of the year, our sales
were boosted by truck and engine
manufacturers pre-buying Euro V
systems to meet orders placed ahead
of the new legislation. We estimate that
this added around £10 million to our
sales in that period.

On 1st January 2014 tighter
Euro VI legislation came into force
which requires the addition of particulate
filter catalysts to all trucks sold in the EU.
However, some Euro VI compliant trucks
were sold in the first nine months of the
year which also boosted our sales in
that period. In the fourth quarter, the
combination of the full implementation
of Euro VI and pipeline filling of our
customers’ inventory of Euro VI parts
also had a positive impact on our sales.

Euro VI represents, on average,

a close to three times increase in
catalyst sales value per vehicle
compared to their Euro V equivalent.

In a few cases, where customers were
fitting higher value Euro V systems, the
increase is less marked. In the transition
to Euro VI systems, Johnson Matthey’s
share in the European HDD sector has
fallen slightly but we remain well
positioned for growth in this market.

CAGR 35.1%
(2012-2017) 2770
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By the year end, Euro VI systems
accounted for some 60% of ECT’s
European HDD sales, Euro V systems
(to Brazil and to non-EU countries)
accounted for around a quarter of
our sales and the remainder were
to non-road applications and retrofit
systems.

Our HDD catalyst business in Asia
continued to progress, growing its
sales by 61% to £45 million, supported
by the introduction of Euro IV equivalent
emissions standards for buses and
trucks in China from July 2013. Although
this legislation has been enacted, we
anticipate that it will take at least five to
six years before full fitment will be in
place across the country. To date, the
legislation has mainly been applied to
systems for buses in large cities which
represents approximately 10% of the
potential market. As we have said
before, although China is a large market
in terms of vehicle numbers (China
produces more trucks than both North
America and the EU combined), the
cost of a truck is markedly lower, engine
sizes are smaller and the Euro IV
legislation requires relatively simple
non-platinum group metal catalyst
technology. Consequently, the market
in China is more competitive than those
in North America and Europe with a
number of global and local competitors
able to meet the technology
requirements.

Key Investments and Developments
During the year, ECT continued work

to double capacity at its facility in
Macedonia and to expand filter
production in the UK. These provide the
capacity needed to meet our customers’
requirements for tighter European light
and heavy duty diesel legislation. In
addition, work is underway to increase
our light duty testing capabilities in
China and Japan to provide a more local
service for our customers.

CAGR 17.5%
(2012-2017) 4144

3,258

2,735

Global
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2. Financial

Financial Review of Operations continued

PROCESS TECHNOLOGIES

SPECIALITY CATALYSTS,
PROCESS TECHNOLOGIES
AND SERVICES FOR

THE CHEMICALS AND

OIL AND GAS INDUSTRIES

Revenue

Sales excluding precious metals (sales)
Underlying operating profit

Return on sales

Return on invested capital (ROIC)

1 Restated.

Oil and Gas -
Diagnostic Services
12%

Oil and Gas - Chemicals —
Gas Processing Syngas
6% 29%

Oiland Gas - §
Refineries

22%
Chemicals —
Petrochemicals
Chemicals — 19%
Oleo/biochemicals
12%

Divisional Sales
£ million

600 565

509
497
0 I I

2012 2013 2014

4!

a
S

3

o
S

1

o
S

KEY STATISTICS
Capital expenditure £59.5 million
2.4

£29.6 million
£664 million

2,095

Capex / depreciation
R&D expenditure
Average invested capital
Employees

Year to 31st March
2014 2013 %
£ million £ million change

% at
constant
rates

+13
+11
+10

515
509
92.41
18.2%'
15.9%'

580
565
101.9
18.0%
15.3%

Sales by Destination

Rest of World
18%

/.

Europe
‘24%

North America
24%

Rest of Asia
16%

China
18%

Divisional Underlying Operating Profit
£ million

101.9
92.4

74 g |I |I

2012* 2013 2014

* Not restated for IAS 19 revised.

+13
+12
+11




STRATEGY

~> Maintain leading positions in
catalysts and process technologies
for chemicals markets

— Develop larger presence in oil and
gas markets

Invest for growth

— Expand capabilities

The division is focused on maintaining leading positions in catalysts and
process technologies for chemicals markets. Through combining its expertise
in catalysts and process technology to create value and new opportunities,
the division aims to deliver superior growth in existing and new markets.

Developing a larger presence in oil and gas markets is a key part of the
strategy. Exploiting existing technology advantages and developing process
technology to complement our catalysts will enable the division to access
larger markets within the oil and gas sector.

The division will invest for growth. This will allow Process Technologies to
continue to develop high performance leading edge catalysts, technologies
and services for its customers. It will also invest in its people, manufacturing
and technology to capitalise on opportunities in its markets.

The division aims to expand capabilities through focused research and
development, external partnerships and targeted acquisitions in order to
provide value adding solutions for its customers.

DIVISIONAL SUMMARY

CHEMICALS MARKETS

. OIL AND GAS MARKETS ——

Business Syngas Oleo/ Petrochemicals || Refineries Gas Processing || Diagnostic
biochemicals Services
What We Do Manufacture catalysts, license process technology and deliver Manufacture catalysts, additives and absorbents, and deliver

services to the chemical industry

services to the oil and gas industry

How We Add Innovate and develop products, process technologies and services to enable customers to operate their processes at optimum efficiency
Value and with reduced environmental impact
Societal Benefits * More efficient use of natural resources ® |mproved fuel e Removal of e Improved asset
o Biorenewables / low carbon technology * More efficient
use of natural e Improved
resources environmental
e Lower ]%ern‘oour:nahce
energy use
o customers
® Improved
environmental
performance
of refineries

Global Drivers Natural

Resource

Constraints

Population Growth

Urbanisation Health and Nutrition

Increasing Wealth

Ageing Population

Customer Profile e Chemical companies e Engineering contractors * Refineries e Gas producers ¢ Oil and gas
e Industrial gas companies
companies
Major * Haldor Topsee * BASF e Clariant * Grace
Competitors o Clariant o Lurgi o Albemarle « UOP
Employees 2,095
Locations * Nine manufacturing facilities in six countries

® Sales offices in key markets

® Ten technical centres in four countries

2013/14 Sales £166 million ‘ ‘ £66 million

‘ ‘ £107 million ‘ ‘ £124 million ‘ ‘ £34 million ‘ ‘ £68 million

31

Strategic Report

o
5



32

Johnson Matthey / Annual Report & Accounts 2014

2. Financial

Financial Review of Operations continued
PROCESS TECHNOLOGIES continued

Performance in 2013/14

Process Technologies’ sales of its
catalysts, technology licences and
services were £565 million, 11% ahead
of prior year and underlying operating
profit grew by 10% to £101.9 million,
supported by a good performance

in its Oil and Gas businesses and the
contribution of Formox which was
acquired at the end of last year. Excluding
Formox, the division’s sales would have
been 2% ahead. Return on sales fell
slightly to 18.0% as a result of a reduced
contribution from our higher margin
licensing business. ROIC was also
lower at 15.3%, impacted by the
Formox acquisition.

Chemicals

The performance of Process
Technologies’ Chemicals businesses
was mixed as lower revenues from
technology licensing were more than
offset by good growth in syngas
catalysts and the contribution from
Formox. Overall, sales were 13% ahead
at £339 million, of which £82 million
(2012/13 £100 million) was derived
from licensing, engineering and related
activities and eight new licences were
secured in the year. Underlying operating
profit grew at a lower rate as a result of
the reduction in licensing income.

CASE STUDY

Process Technologies — Chemicals Businesses’ Sales

2014 2013 %

£ million £ million change

Syngas 166 111 +50

Oleo/biochemicals 66 63 +5

Petrochemicals 107 127 -16

Total 339 301 +13
Syngas Oleo/biochemicals

Sales of catalysts and licences in our
Syngas business, which supplies
products to manufacturers of methanal,
ammonia, formaldehyde and substitute
natural gas (SNG), increased by 50% to
£166 million; excluding Formox, sales
were up 8%. As predicted, demand

for methanol catalysts increased due

to the timing of customer refills and
consequently our sales were 47% up at
£56 million. Sales of ammonia catalysts
were down 12% at £46 million following
a strong year in 2012/13. Formox,
which supplies catalysts and licenses
technology for the manufacture of
formaldehyde, had a good first year
under Johnson Matthey’s ownership.
The business performed well, reporting
£47 million of sales, and we have already
identified a number of opportunities
through further R&D to create value
across the chemicals flowsheet for our
customers. In the year we secured a
further three new SNG licences, all in
China, which brings our total SNG
licences to nine. These new licences all
require our catalysts and this will boost
our sales over the coming years as the
plants come on stream.

— Building Our Bio Based Technologies

Our Oleo/biochemicals business grew
its sales by 5% to £66 million. Demand
for its nickel based catalysts, which
are used by our customers in the
manufacture of food and personal care
products, was robust but our sales
were held back by lower average nickel
prices; nickel is a key component in a
number of our catalysts and is a pass
through cost. The business also
benefited from four new licences for

its biochemical based technologies.

Petrochemicals

Sales in our Petrochemicals business
fell 16% to £107 million. Our catalyst
volumes slightly increased although
sales were down due to the lower
average nickel price. As expected,

our licensing income was lower this
year after several years of strong
growth supported by the expanding
petrochemical industry in China. The
number of new Chinese plants requiring
our existing technology has reduced as
capacity for petrochemicals, such as
0oxo alcohols and butanediol, is in line
with current levels of demand.

Building on Johnson Matthey’s portfolio of bio based sustainable technologies,
we have recently embarked on a collaboration with Rennovia, Inc. to develop,
demonstrate and commercialise catalytic process technologies for the
production of bio based glucaric acid (an emerging platform chemical with wide
applications) and adipic acid.

Adipic acid is an industrial chemical conventionally derived from petroleum
with a multi billion dollar global market and its major applications include
nylon-6,6 fibres, engineering resins and polyester polyols for polyurethanes.

We are working on developing technology capable of producing a bio based adipic acid equivalent to the petroleum
based product, at a lower cost, and with a significantly improved environmental footprint.

Johnson Matthey has already licensed 1.5 million tonnes of bio based chemical product utilising catalytic chemical
transformations. The collaboration with Rennovia offers new opportunities for us to expand our bio based process
technology portfolio.




= Process Technologies designs and develops processes to enable

customers to operate their plants at optimum efficiency.

= Johnson Matthey produces a wide range of process catalysts.

During the year we continued to
invest in developing new technologies
to expand our existing portfolio in the
longer term. As previously announced,
new technology, developed in conjunction
with Eastman Chemical Company, for
the production of mono ethylene glycol
(MEG) from coal became available for
licence this year. Discussions with potential
customers are underway as we seek our
first commercial references.

We have also developed a catalyst
that contains no mercury for the
manufacture of vinyl chloride monomer
(VCM) from acetylene and the intellectual
property associated with this catalyst
was co-owned by Johnson Matthey and
Jacobs Engineering Group Inc. (Jacobs).
In March 2014, we acquired full and sole
ownership of the catalyst patents
together with Jacob’s process technology
for building VCM plants.

The manufacture of VCM is an
important step in the production of poly
vinyl chloride (PVC) from coal and in China
around 80% of PVC production uses the
coal based route. Current technology
employs a mercury based catalyst but
legislation is in place to phase out
mercury catalysts for VCM manufacture
from 2017 providing there is an
economically available alternative. Our
VCM catalyst should allow customers
to meet this new legislation.

Technology Licensing -
Projects Awarded 2010 - 2014

]
i-
.

: Ill "

0 |I I A |

2010 2011 2012 2013 2014

- - - - -
Methanol  Oxo alcohols SNG Butanediol Other

Process Technologies — Oil and Gas Businesses’ Sales

2014 2013 %
£ million £ million change
Refineries 124 118 +5
Gas Processing 34 30 +15
Diagnostic Services 68 60 +14
Total 226 208 +9
Oil and Gas Key Investments and Developments

Process Technologies’ Oil and Gas
businesses performed well across all
sectors with sales up 9% at £226 million
and operating profit was further ahead.

Refineries

Sales of catalysts and additives in our
Refineries business grew by 5% to
£124 million benefiting from a general
increase in refining activity, particularly
in North America. Catalyst sales for
hydrogen manufacture were up 5% to
£58 million. We also saw good demand
for our speciality additives, which help to
improve the efficiency and environmental
performance of the refinery fluid catalytic
cracking (FCC) process, and sales were
ahead by 5% at £66 million.

Gas Processing

In the Gas Processing business, demand
for our purification products, which are
used to remove harmful impurities such
as sulphur and mercury from gas
streams, made progress with sales up
15% to £34 million.

Diagnostic Services

Sales in our Diagnostic Services
business (Tracerco) also increased and
were up 14% to £68 million. During
the year, demand increased in North
America for reservoir studies which
are used by our customers to better
understand and optimise their shale
gas production processes. This
represents a growing market for our
Diagnostic Services business.

We completed projects to expand our
manufacturing facilities in the UK and
India in the first half of the year. We are
also in the process of acquiring land in
China and have commissioned design
work with the intention of building a
plant to manufacture SNG catalysts for
the Chinese market. Construction of the
new facility is expected to commence

in 2014.

Work is underway at our
petrochemical catalyst manufacturing
plants in Germany to expand capacity
to meet future demand and we have
commenced construction of a technology
centre in the UK to support the
development of new diagnostic services.
We have also recently completed the
major expansion of our additives plant
in the USA.

The further expansion of
petrochemical manufacturing capacity
and utilisation of coal as a feedstock in
China continue to offer opportunities for
growth in Process Technologies over the
next few years through the provision of
both catalysts and technology licensing,
although exact timings and pace of
development is difficult to predict.
Longer term, the division is also well
placed to benefit from an increase in the
use of unconventional (shale) gas for
chemical applications in North America.
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2. Financial

Financial Review of Operations continued

PRECIOUS METAL PRODUCTS

ADDING VALUE THROUGH
APPLYING EXPERTISE IN
PGM AND RELATED
MATERIALS SCIENCE

Revenue

Sales excluding precious metals (sales)
Underlying operating profit

Return on sales

Return on invested capital (ROIC)

1 Restated.

Services —

Precious Metals
Manufacturing — Management
Chemical Products 12%

10%

Manufacturing —
Colour Technologies
20%

Refining
26%

Manufacturing —
Noble Metals
32%
Divisional Sales
£ million
500 464

424 430

N—Y
N\
400
300
200
100
0

2012 20183 2014

Services —

KEY STATISTICS
Capital expenditure £40.0 million
Capex / depreciation 2.1

£8.8 million
£357 million

2,615

R&D expenditure
Average invested capital
Employees

Year to 31st March % at
2014 2013 constant
£ million £ million rates

8,421 8,373 +1

430 424 +2

130.9 124.4° +5
30.5% 29.4%'
36.6% 44.3%"

Sales by Destination

Rest of World
13%

Europe
32%

/.

Rest of Asia
10%

China
10%

North America
35%

Divisional Underlying Operating Profit
£ million

200 185.7

N %
150 130.9
124.4
_— N9
- ‘I I
0

2012* 2013 2014

o
o

* Not restated for IAS 19 revised.



STRATEGY

~> Leverage our deep
understanding of platinum
group metal (pgm)
chemistry, materials
science and manufacturing

> Provide customer solutions
through investment in R&D

— Offer first class services
to our external and internal
customers

—> Deliver superior growth

Through leveraging its deep understanding of pgm chemistry, materials science
and manufacturing, Precious Metal Products can apply expertise to ensure it
continues to develop leading edge products and manufacturing routes.

The division is focused on providing customer solutions through investment in R&D.
Although the division contains a mix of newer and more mature businesses, constant
innovation means that a high proportion of its products were developed within the

last decade.

Offering first class services to external and internal customers is an important
element of the strategy. The division serves external customers and also provides
vital services to other Johnson Matthey businesses, either through the provision of
precious metals or through refining and recycling spent process or customer material.
Investing in the business and focusing on the quality and scope of the services it
offers is key to maintaining a competitive position.

The division aims to deliver superior growth by targeting higher technology areas
where its expertise in adding value to precious metals and related materials can
generate growth at rates ahead of industry baselines.

DIVISIONAL SUMMARY

SERVICES T MANUFACTURING

Business Precious Metals Refining Noble Metals Colour Chemical
Management Technologies Products

What We Do Global management Refining and recycling Develop and fabricate Develop functional Manufacture pgm
and distribution of seven precious a wide range of coatings and chemicals for a broad
of pgms metals from a wide products from precious conductive inks range of markets

range of inputs metals and other including automotive
speciality materials and chemical
How We Add Ensure Johnson Ensure optimal recovery R&D to find new R&D in material R&D to develop
Value Matthey’s operations of precious metals for applications which technologies to products that provide

have metal to meet their
customers’ orders

external customers
and Johnson Matthey’s
businesses

use the unique
properties of pgms
and other materials

provide high
performance solutions

unique solutions for
our customers

Societal Benefits ® Enable the production
of pgm containing
products that deliver
environmental, health

and social benefits

e More efficient use
of natural resources

® Enhanced health
and wellbeing

* Greenhouse gas
abatement

e Enhance lifestyle

® Some environmental
benefits

® Our customers’
work underpins
a broad range of
environmental and

other societal benefits

Global Drivers Natural

Resource
Constraints

Population Growth
Urbanisation
Increasing Wealth

Health and Nutrition

Ageing Population

Customer Profile ® Johnson Matthey’s ® End of life ® Customers from * Automotive glass ® Chemical / pharma
businesses and autocatalyst collectors a wide range of manufacturers manufacturers
their customers ® Industrial pgm users :"rr:cejzgiségfsclr?ecrl‘rleg:lg e Electronic component || e Emission control

 Other industrial o Johnson Matthey’s and automofive manufacturers catalyst
pgm users businesses and manufacturers
their customers
* Miners
Major * BASF ® Heraeus ® Heraeus ® Ferro ® Heraeus
Competitors o Heraeus » Umicore » Umicore  DuPont » Umicore
* Umicore * BASF ® Heraeus
* Bullion banks * Metalor

Employees 2,615

Locations e UK, USA and e Pgm refining in UK * Manufacturing sites e Six manufacturing * Manufacturing
Hong Kong China and USA in Europe, USA and sites and three sites and technical

; Australia; support support centres in centres in Europe,
Gold and sil . . . ;
¢ regninznin sL;éeAr centres in Asia Europe, US and Asia US and Asia
and Canada
2013/14 Sales £51 million £111 million £138 million £86 million £44 million
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2. Financial

Financial Review of Operations continued
PRECIOUS METAL PRODUCTS continued

Performance in 2013/14

The performance of Precious Metal
Products (PMP) was impacted by the
change in our contracts with Anglo
American Platinum Limited (Anglo
Platinum), lower average precious metal
prices and continued weakness in
some of its Manufacturing businesses’
markets. Sales were in line with last year
at £430 million as we transferred a small
business into this division from ECT;
excluding that, sales would have been
4% lower. Performance in the year was
mixed as detailed below and, overall,
underlying operating profit was 5%
ahead of last year at £130.9 million.
Return on sales improved from 29.4%
to 30.5% whilst ROIC reduced by 7.7%
to 36.6% due to higher year end metal
inventories as a result of the South
African supply disruption.

Services

Sales in the division’s Services businesses,
which comprise its Precious Metals
Management and Refining activities and
represent 38% of PMP’s sales, fell by
12% to £162 million, principally because
of the expiry of our previous contracts
with Anglo Platinum on 31st December
2013 and the lower average precious
metal prices. However, underlying
operating profit was ahead of last year
which was impacted by operational issues
in our Gold and Silver Refining business.

Precious Metals Management (PMIV)
Sales in our PMM business fell by 12%
to £51 million and operating profit was
also down. Whilst the business benefited
from higher production volumes at Anglo
Platinum in the first nine months of the
year, sales in the final quarter fell by
£10 million following the expiry of our
previous Anglo Platinum contracts.
In the year platinum and palladium
prices averaged $1,441/0z (down 8%)
and $729/0z (up 11%) respectively.
With effect from 1st January 2014,
we have agreed a new metal supply
agreement with Anglo Platinum and a
contract for us to provide them with
market research services. However,
the new metal supply agreement will
attract no discounts and we will be paid
a fixed fee for our market research. We
have resized our team accordingly, mainly
through internal moves within the group.

Refining

Sales in our Refining businesses were
down 12% at £111 million but underlying
operating profit was ahead.

In our Pgm Refining and Recycling
business sales decreased by 12% and
operating profit was also down, partly
as a result of lower average prices for
the basket of pgms. Refining volumes
were relatively steady throughout the
year although our results were impacted

Precious Metal Products — Services Businesses’ Sales

2014 2013 %

£ million £ million change

Precious Metals Management 51 58 -12
Refining 111 125 -12
Total 162 183 -12

Platinum and Palladium Prices
US$/oz

gold US$/o0z

by a less favourable intake mix. Intakes
of end of life autocatalysts, which
accounted for around 40% of pgm
refining volumes, continued to grow

and we signed a number of long term
contracts with collector companies
during the year. However, we have
started to see increased competition in
this sector which may impact prices and
volumes in the future. The prolonged
strikes at a number of South African
platinum mines, which commenced in
January 2014, have had a limited impact
on our business. In recent weeks there
have been some early signs of an
increase in secondary volumes (recycling)
although this is currently being matched
by a corresponding reduction in our
primary volumes from mines.

Our Gold and Silver Refining
business had another challenging year
with sales down 10%. However, the
operational issues at our Salt Lake City
refinery in the first half of last year did
not recur and the business returned to
profit in 2013/14. Intakes of primary
material, where we have long term
contracts with well established mines,
increased slightly this year despite lower
average metal prices. On the other hand,
volumes of secondary material remained
weak, impacted by falling gold and silver
prices and the continued recovery in the
US economy. The average price of gold
was down 20% at $1,325/0z in 2013/14,
whilst silver was down over 30% year
on year at $21/0z.

Gold and Silver Prices

silver US$/oz
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Manufacturing

Sales in our Manufacturing businesses,
comprising the division’s Noble Metals,
Colour Technologies and Chemical
Products activities, which represent
62% of PMP’s sales, were up 11% to
£268 million. Operating profit was
broadly flat.

Noble Metals

Our Noble Metals business supplies high
technology products to the industrial,
automotive and medical device sectors.
In 2013/14, whilst sales increased by
14% to £138 million and operating profit
was also ahead, performance within the
business was mixed.

Sales of industrial products, which
represent 69% of Noble Metals’ sales,
were 17% higher at £95 million. Demand
for pgm alloy catalysts used in fertiliser
manufacture remained poor. In Europe,
our customers felt the effects of high
natural gas prices which, together with
increased competition in China, impacted
their production volumes. As we expected,
sales of our nitrous oxide (N,O) abatement
technology were also lower this year as,
following the collapse of the carbon price,
N,O abatement in developing countries
became uneconomic. Sales of other
industrial products were slightly down.

During the year we transferred a small
business from ECT into Noble Metals.
The business, which supplies high
technology components into a range of
industrial and medical applications, is
more closely aligned with Noble Metals’
markets. The business contributed sales
of £24 million in the year.

Sales of medical components (31%
of Noble Metals’ sales) grew by 6% to
£43 million supported by strong demand
for components used in devices to treat
heart rhythm disorders. These devices,
which contain our high precision platinum
alloy components, deliver an energy burst
which heats and destroys small areas
of heart tissue which cause the rhythm
disorder. These treatments are being
increasingly used as they provide a less
invasive, lower cost alternative to those
using permanent implantable devices.

Colour Technologies

Colour Technologies’ sales grew by 5%
to £86 million, benefiting from strong
demand across all regions for obscuration
enamels and silver paste used in
automotive glass applications. In recent
years, the business has focused on

the manufacture of these high
performance functional materials and
they now represent around 70% of sales
compared with 45% five years ago.

Precious Metal Products — Manufacturing Businesses’ Sales
2014 2013 %
£ million £ million change
Noble Metals 138 122 +14
Colour Technologies 86 82 +5
Chemical Products 44 37 +17
Total 268 241 +11

Pgm Refining Throughput by Market Sector

Others
15%

ol

Pharmaceuticals /
chemicals
10%

Refiners
12%

Johnson Matthey
12%

End of life
autocatalysts
39%

16%

32%
Mines
12%

Chemical Products

Colour Technologies

Demand for colour products, which

are used in the decorative ceramics
industry, continued its long term decline.
Consequently we have decided to exit
this market and this has resulted in a
charge to underlying operating profit of
£8.2 million in 2013/14.

Chemical Products

Sales in our Chemical Products business
were up 17% on last year at £44 million
supported by increased demand for
pgm chemicals used in the automotive
and petrochemical sectors.

Key Investments and Developments
We have continued to invest in a number
of R&D projects which are targeting an
improvement in the efficiency of our pgm
refining process. Early stage pilot tests
are being trialled before any further
investment is proposed.

During the year we have completed
the expansion of silver refining capacity
at our facility in Canada. This investment
was originally made to support demand
from an anticipated new primary refining
contract in 2014/15. Unfortunately the
development of the mine to which that
contract related has been deferred for
the time being and therefore our
anticipated increase in refining volumes
will now no longer be realised in the near
term. However, the new equipment is
allowing us to enhance the operational
efficiency of our Gold and Silver
Refining business.

Manufacturing Businesses’ Sales

Noble Metals —
Industrial Products
36%

Noble Metals —
Medical
16%
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2. Financial

Financial Review of Operations continued

FINE CHEMICALS

SPECIALITY PRODUCTS KEVSTATISTICS

Capital expenditure £26.2 million

FOR THE PHARMACEUTICAL  capmn s sommeatr -
|N DUSTRY R&D expenditure £11.6 million

Average invested capital £447 million
Employees 1,341

Year to 31st March % at
2014 2013 constant
£ million £ million rates

Revenue 371 345 +8
Sales excluding precious metals (sales) 322 308 +5
Underlying operating profit 84.1 76.6'
Return on sales 26.1% 24.9%
Return on invested capital (ROIC) 18.8% 17.5%'

1 Restated.

Sales by Destination

Rest Rest of
of Asia World
9 — 2%
China o \

3%
Europe
40%

Research
Chemicals
25%

Catalysis and
Chiral Technologies

10% API Manugaoturing North America
65% 50%
Divisional Sales Divisional Underlying Operating Profit
£ million £ million

» 84.1
350 g1 gpp 222
736

90
N
N G N % 76.6
280
60
210
140
30
70
0 0
2012 2013 2014 2012* 2013 2014

* Not restated for IAS 19 revised.



STRATEGY Fine Chemicals is focused on delivering niche products and services to

— Deliver niche products and services
to pharmaceutical markets

— Leverage synergies between research,

pharmaceutical markets where it can apply its speciality and expertise in
research, development and manufacturing to deliver existing and new
products. Differentiation through technology while delivering on speed to
market and quality is a key value proposition we offer to both branded and
generic pharmaceutical customers.

development and manufacturing By leveraging synergies between research, development and
manufacturing across the division, we maintain a robust portfolio of new
— Increase market share of established products and customers. Vertical integration and close collaboration
products between its Research Chemicals, Catalysis and Chiral Technologies and

Active Pharmaceutical Ingredient (API) Manufacturing businesses are key

—> Deliver superior growth advantages the division offers to customers through providing a broad

technical offering.

Building upon its reputation as a premier API development business that
can reliably stand out against its competition, Fine Chemicals aims to
increase market share further by diversifying its portfolio of products and
customers through its strengths and specialities in technology.

The division aims to deliver superior growth in markets that are driven

by global trends towards the increased use of pharmaceutical products.

Its strong position in niche areas and its development and manufacturing
infrastructure position it well for growth at rates ahead of industry baselines.

DIVISIONAL SUMMARY

Catalysis and

Business API Manufacturing Chiral Technologies Research Chemicals

What We Do Develop and manufacture complex active Supply a range of speciality chemical, Supply speciality inorganic and organic
APIs for a variety of treatments, including chiral and biocatalytic technologies chemicals and biochemicals under the
for pain management and attention deficit and products Alfa Aesar brand name
hyperactivity disorders

How We Add Use our unique technology position and Use our unique catalysis technology Support the research and development

Value expertise to develop and manufacture APIs, position to develop and manufacture activities of our customers around the
enabling first to market commercialisation products for customers in the world
opportunities for our branded and pharmaceutical and agrochemical sectors

generic customers

Societal Benefits

* Improved quality of life for an ageing * Enhances life science development e Our customers’ work underpins
global population a broad range of health and other

e Treats critical conditions e.g. cancer, societal benefits

chronic pain, neurodegenerative

diseases
Global Drivers .
Health and Nutrition Populathn Qrowth
Ageing Population CHESIME S
geing Fop Increasing Wealth
Customer Profile * Multiple small and large branded and * Pharmaceutical, fine chemical and ¢ Academic and industrial research
generic pharmaceutical companies agrochemical companies organisations
 Global customer base, expanding in Asia
Major * Covidien e Cambrex ® Evonik e Sigma Aldrich
Competitors « Noramco o AMRI * BASF
® Francopia
e Siegfried
Employees 1,341
Locations ® Three sites in the US and two in the UK * UK, USA, Germany, India and China ® UK, USA, Germany, China, India and
Korea
2013/14 Sales £211 million £32 million £79 million
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Financial Review of Operations continued
FINE CHEMICALS continued

Performance in 2013/14

In 2013/14, Fine Chemicals performed
steadily with sales 5% ahead of last year
at £322 million and underlying operating
profit 10% ahead at £84.1 million. The
division’s return on sales improved by
1.2% to 26.1% benefiting from
increased sales in the higher margin

API Manufacturing business, and
consequently ROIC also increased

by 1.3% to 18.8%.

API Manufacturing

The division’s APl Manufacturing
business, which represents 65% of Fine
Chemicals’ sales, grew its sales by 6%
to £211 million and underlying operating
profit was further ahead.

Sales of our opiate based APls
grew, partly driven by the launch of a
new generic product by one of our
customers for the treatment of drug
addiction. The business benefited from
strong demand for APIs used for the
treatment of attention deficit hyperactivity
disorder. This included additional revenue
following some supply shortages for
one generic product that resulted in an
increase in its prices. At this stage, it is
unclear how long these higher prices will
continue. The business also continued
to benefit from oxymorphone patent
revenue from Endo, the US based
healthcare company.

The UK government has yet to
confirm its future intentions on the
importation of controlled substances.

CASE STUDY

Fine Chemicals - Sales by Business

2014 2013 %

£ million £ million change

API Manufacturing 211 198 +6
Catalysis and Chiral Technologies 32 31 +4
Research Chemicals 79 79 +1
Total 322 308 +5

However, we have completed the
restructuring at our UK APl manufacturing
operation, which represents around 40%
of our APl Manufacturing business, and
the business is now better positioned to
compete in today’s more open market.

Catalysis and Chiral Technologies (CCT)
CCT'’s sales grew slightly this year at
£32 million and operating profit grew
well. During the year demand was good
for CCT's range of heterogeneous and
homogeneous catalyst products which
are used by customers in the fine
chemical and pharmaceutical industries.

Research Chemicals

In 2013/14 the sales of Research
Chemicals, which operates globally
under the Alfa Aesar brand name, were
in line with last year at £79 million. The
business saw some sales growth in its
European and Asian markets. However,
sales in North America were down due
to increased competition.

— Manufacturing Excellence

Manufacturing is the way we bring our science to life and the group’s
Manufacturing Excellence programme is focused on ensuring we run our
manufacturing operations with the highest efficiency. Through Manufacturing
Excellence we aim to boost efficiency, reduce manufacturing costs, develop
our people and support delivery of our Sustainability 2017 targets.

Efficient manufacturing is a key contributor to value creation in Johnson Matthey and will underpin our growth in the
future. It is a major part of our business in terms of the group’s global spend and provides jobs for around 60% of our
employees. Improving our manufacturing performance can therefore have a significant impact on our business.

Our Manufacturing Excellence programme is a long term investment in our people, manufacturing processes,
engineering and technology across the group. Learning and development modules are in place to support our
manufacturing employees whilst lean principles are becoming integrated at all sites to increase manufacturing efficiency
and improve overall performance. Technical centres of excellence provide opportunities for manufacturing teams around
the world to trial and test new equipment and engineering teams are working to identify and develop best practice for

our key processes.

The business continued to expand
its range and during the year nearly
4,000 new products were added. Its
new catalogue, launched in April 2013,
now offers over 45,000 products.

Key Investments and Developments
During the year, we have continued to
invest in the development of APIs to
ensure a steady pipeline of new products.
We are focusing on complex, typically
smaller volume, APls and are working
with a number of customers to help
them develop new generic drugs in
anticipation of the expiry of existing
branded drug patents.

We also completed construction
of new warehouses for Research
Chemicals in China and on the west
coast USA, although both projects
took slightly longer than expected to
complete. These new warehouses
provide us with better access to our
customers and will enhance service
levels in those regions.

$

Manufacturing

Excellence
Johnson Matthey

@ Read more about our Manufacturing Excellence programme in the case studies on our website at
www.matthey.com/sustainability.
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INVESTING IN NEW KEY STATISTICS

Capital expenditure £8.0 million

OPPO RTU N |—|_| ES Capex / depreciation 2.6
THAT PLAY TO R&D expenditure £10.4 million

Average invested capital £78 million

OU R STR ENGTHS Employees 637

Govemance

Year to 31st March
2014 2013
£ million £ million

Accounts

REVERE 79 39
Sales excluding precious metals (sales) 76 37
Underlying operating profit / (loss)

! Restated.

Other Information

Sales by Destination

Asia

2%

North America ‘
10%

Fuel Cells
10%

Battery
Technologies

90%
Europe

88%

STR ATEGY We are targeting opportunities with sales potential of around £200 million
per annum by 2020. We will focus on areas peripheral to our current

i - businesses and that build on our core technology competences.
— Targeting opportunities

with sales potential of The division is focused on developing new business areas. Potential
around £200 million areas must show a good fit with our key global drivers, offer strong
per annum by 2020 market growth and present the opportunity for new market entry

positions through a new technology solution.

~ Develop new business We will invest in R&D to drive organic growth through developing

areas technology for new markets. Through an ongoing process, we will
> Invest in R&D to drive simultaneously identify and evaluate new areas whilst developing and
organic growth filtering out those already in our pipeline.
Alongside organic development and the evolution of our business plans,
— Make targeted acquisitions we anticipate the need to fill gaps in our experience and make targeted
(DEEEE CE R PIEEES acquisitions to accelerate progress. These are likely to be relatively small

scale, up to the value of around £100 million.
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Financial Review of Operations continued
NEW BUSINESSES continued

DIVISIONAL SUMMARY

Business Battery Technologies Fuel Cells

What We Do Research and development of battery materials, design and Develop and manufacture catalysts and components for
supply of high performance battery systems emerging fuel cell markets

How We Add Research into improved next generation battery materials, Leverage expertise in advanced materials to develop more

Value development of advanced battery systems economically viable fuel cell components

Societal Benefits

e Alternative energy
e | ow carbon, zero emission transport / power

Global Drivers

Natural
Resource

Constraints

Customer Profile

* High performance cordless tool and niche transport manufacturers
e Automotive and heavy duty vehicle customers

* Manufacturers of fuel cells for portable, automotive and
stationary applications

Major Systems: Materials: e WL Gore
Competitors o |G * BASF e 3M
* BMZ * Umicore * Solivcore
Employees 637
Locations ® Materials R&D in Sonning Common, UK ® Headquartered in Swindon, UK
e Systems design, development and manufacture in Dundee, UK ® R&D capability in Swindon and Sonning Common, UK
and Poland
2013/14 Sales £69 million £7 million

CASE STUDY

- Is This the Bus of the Future?

Together with UK based manufacturer Alexander Dennis Limited, Johnson
Matthey has developed a high capacity and performance battery to power
an Enviro350H. The bus is currently a hybrid diesel with a lower capacity
battery; the advantage of the new battery is that it lasts for significantly
longer periods and a stop of just five or ten minutes at a charger point allows

for a partial recharge.

In city centres, the bus would run in ‘electric vehicle’ mode and switch
to hybrid (using diesel) in suburban areas. The bus would use GPS to

identify when it was entering the outer area.

Buses powered like this would produce zero emissions in city centres and be less polluting than traditional vehicles
while operating companies could reduce emissions related charges.

In short, there would be business, social and environmental benefits for all.

@ Read the full case study at www.matthey.com/sustainability.




= Membrane electrode assemblies, the component found at the

heart of a fuel cell.

= Johnson Matthey Battery Systems specialises in the design,

development and manufacture of integrated battery systems.

Performance in 2013/14

New Businesses made progress in the
year benefiting from growing sales in
Battery Technologies. Overall, sales
increased from £37 million to £76 million,
boosted by a full year’s contribution
from Johnson Matthey Battery Systems
(formerly Axeon). We have continued to
invest in R&D to support the development
of this and other long term new business
areas, including water purification, air
purification and advanced packaging.

As a result, the underlying operating
loss was £18.3 million.

Battery Technologies

Our Battery Technologies business
comprises Johnson Matthey’s R&D
programmes in advanced battery
materials and Johnson Matthey Battery
Systems which specialises in the design,
development and manufacture of
integrated battery systems. The business
made steady progress in its first full year
with sales of £69 million (2012/13 sales
of £31 million following acquisition in
October 2012), primarily as a result

of robust demand for battery systems
for high performance power tools and
e-bikes. We have also grown sales to
customers in the automotive sector.

In addition, we have continued to invest
in battery materials R&D, expanding our
current programmes and developing
relationships with key partners in the
supply chain. Battery Technologies
broke even for the year, if acquisition
costs are excluded.

Our focus is on the development
of battery materials for highly demanding
applications such as for the automotive
sector. On 3rd June 2014 we agreed
to purchase certain battery material
manufacturing assets from A123
Systems LLC, a leading lithium-ion
battery manufacturer that is part of the
Wangxiang Group, for US $26 million.

In this transaction, Johnson Matthey
will purchase A123’s cathode material
manufacturing facility in China; the
facility employs around 80 people
who will transfer to Johnson Matthey.
The deal also includes a long term
agreement where Johnson Matthey
will supply all of A1283’s lithium iron
phosphate requirements.

The acquisition of the assets from
A123 and the supply agreement will
complement our battery systems
expertise and battery materials research
programmes. It will further support
development of the next generation of
high performance products to meet the
challenging energy storage requirements
of batteries for the automotive sector.

Fuel Cells
Sales in our Fuel Cells business increased
slightly this year to £7 million.

Fuel cell technology for transport
applications, especially cars, remains
an important opportunity for Johnson
Matthey. The phased emissions
regulation in California, USA starting
from 2017 provides a driver for car
companies to bring small numbers of
fuel cell powered vehicles to market.

We have continued to invest in
developing our membrane electrode
assemblies (MEAs) and manufacturing
technology in order to provide
products with cost and performance
characteristics in line with the needs of
car manufacturers. Given the upcoming
legislation in California we should, in
the next year or so, get much greater
clarity from the original equipment
manufacturers (OEMs) on how they will
meet the new legislative requirements.

A significant proportion of our sales
in 2013/14 were of MEAs for stationary
applications such as combined heat
and power units. Since the year end
our principal customer for these MEAs,
who is based in the USA, has entered
Chapter 11. Although it is too early to
assess what will happen to that
customer, we are considering what
possible cost saving actions we may
need to take in response to this
development.

The net expense of our Fuel Cells
business was broadly in line with last
year at £10.8 million.

New Business Development

We invested just under £7 million on
other new opportunities. Of these, the
development of a new water purification
business is the most advanced, albeit
still at a very early stage.
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Financial Review

In Summary

— Underlying profit before tax and
underlying earnings per share
increased by 12% and 16%
respectively

— Return on invested capital
(ROIC) 20.8%, ahead of our
long term target of 20%

— Final dividend of 45.5 pence
recommended resulting in
full year dividend up 10%
at 62.5 pence

Robert MacLeod
Group Finance Director

Johnson Matthey performed well in 2013/14. Underlying profit before tax increased by 12% to £427.3 million and underlying
earnings per share increased by 16% to 170.6 pence, helped by a lower effective tax rate for the year. Further aspects of the
group’s financial performance in 2013/14 are outlined below.

Corporate Costs

Corporate costs increased in the year from £24.8 million to £33.3 million which represents just over 1.1% of sales. The principal
reasons for this increase were higher performance related bonus and share-based payments and the need for additional
resources to support the continuing growth in the business; corporate costs in 2012/13 were lower than in previous years as the
group failed to meet its in-year performance targets. Going forward, as we continue to grow, we expect that corporate costs will
average just over 1% of sales.

Operating Profit

The operating profit for the year increased by 17% to £448.2 million. Underlying operating profit increased by 13% to £468.9 million
which in 2013/14 excluded the amortisation of acquired intangibles of £20.7 million. Included within underlying operating profit are
pension settlement and curtailment gains of £10.8 million (as described in detail on page 47) and the cost of closure of our
decorative ceramic colour products business of £8.2 million. These items are allocated across the divisions as follows:

Underlying

operating

Underlying Pension Closure profit excl.

operating profit gains costs these items

£ million £ million £ million £ million

Emission Control Technologies 203.6 3.5 - 200.1
Process Technologies 101.9 1.0 - 100.9
Precious Metal Products 130.9 3.5 8.2) 135.6
Fine Chemicals 84.1 21 - 82.0
New Businesses (18.3) 0.1 - (18.4)
Corporate (83.3) 0.6 - (33.9)
Total group 468.9 10.8 8.2) 466.3

Operating profit includes gross expenditure on R&D of £152.3 million, an increase of 12% compared with 2012/13. In line
with previous years, this represents just over 5% of group sales. R&D expenditure in ECT and Process Technologies accounted
for just under 65% of total spend.
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Profit Before Tax

The group’s underlying profit before tax increased by 12% to £427.3 million (2012/13 £382.9 million). Profit before tax was 17%
higher at £406.6 million (2012/13 £348.6 million).

Underlying Profit Reconciliation
Year ended 31st March 2014 Year ended 31st March 2013
Profit Income Profit Income

before tax Profit for before tax Profit for

tax expense the year tax expense the year

restated restated restated

£ million £ million £ million £ million £ million £ million

Underlying basis 427.3 (82.7) 344.6 382.9 (80.1) 302.8
Amortisation of acquired intangibles (20.7) 5.3 (15.4) (16.9) 5.4 (11.5)
Major impairment / restructuring - - - (17.4) (2.8) (20.2)
Tax effect of UK corporation tax rate change - 9.5 9.5 - - -
Reported basis 406.6 (67.9) 338.7 348.6 (77.5) 2711

Exchange Rates

The main impact of exchange rate movements on the group’s results comes from the translation of foreign subsidiaries’ profit
into sterling as the group does not hedge the impact on the income statement or balance sheet of these translation effects.
The group’s underlying operating profit at constant exchange rates is shown in the table below:

Underlying Operating Profit
Year ended 31st March 2013 at 2014
2014 2013 exchange rates
restated % restated %
£ million £ million change £ million change
Emission Control Technologies 203.6 163.5 +25 163.4 +25
Process Technologies 101.9 92.4 +10 91.8 +11
Precious Metal Products 130.9 124.4 +5 1241 +5
Fine Chemicals 84.1 76.6 +10 76.4 +10
New Businesses (18.3) (16.0) -14 (16.0) -14
Corporate (33.3) (24.8) (25.2)
Total group 468.9 416.1 +13 414.5 +13

The average exchange rates during the year ended 31st March 2014 were only slightly different from those of the previous
financial year, with sterling strengthening slightly against the US dollar but weakening against the euro and Chinese renminbi.
Overall, the impact of exchange rates decreased reported group underlying operating profit for the year by £1.6 million.

Of the group’s underlying operating profit that is denominated in the group’s principal overseas currencies, the average
exchange rates during 2013/14 were:

Share of

2013/14

non-sterling

denominated
underlying Average exchange rate
operating profit 2013/14 2012/13
US dollar 45% 1.591 1.580
Euro 24% 1.186 1.228
Chinese renminbi 12% 9.73 9.93

However, whilst the average exchange rates for the year were very similar to 2012/13, since the summer of 2013 sterling has
appreciated against almost all currencies.

At 31st March 2014, the exchange rate of sterling against the US dollar, euro and Chinese renminbi was $1.667, €1.210 and
¥10.37 respectively and since then sterling has strengthened even further. If these current exchange rates are maintained throughout
2014/15, this will adversely impact reported underlying operating profit. Each one cent change in the average US dollar and euro
exchange rates has approximately a £1.2 million and £0.8 million effect respectively on underlying operating profit in a full year; a ten
fen change in the average rate of the Chinese renminbi has around a £0.5 million impact on underlying operating profit in a full year.

Whilst these currencies represent about 80% of the group’s non-sterling denominated underlying operating profit, the group
is also exposed to other foreign currencies. Some of those currencies have depreciated dramatically against sterling, for example
the Argentinian peso which has depreciated by more than 50% in the last year.

If current exchange rates are used to re-translate the underlying operating profit for the group in 2013/14, the reported result
would have been over £20 million lower.
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Financial Review continued

Return on Sales

The group’s return on sales was in line with last year at 15.7%.

Return on Sales
Sales excluding

precious metals Return on sales’

2014 2013 2014 20132

£ million £ million % %

Emission Control Technologies 1,645 1,461 124 1.2
Process Technologies 565 509 18.0 18.2
Precious Metal Products 430 424 30.5 290.4
Fine Chemicals 322 308 26.1 24.9
New Businesses 76 37 n/a n/a
Less inter-segment sales (57) (63) n/a n/a
Total group 2,981 2,676 15.7 15.6

T Underlying operating profit divided by sales excluding precious metals.

2 Restated.

Return on Invested Capital

The group’s return on invested capital (ROIC) increased from
19.8% to 20.8%. This increase was driven in particular by

a substantial improvement in ECT’s ROIC, as described on
page 28.

Underlying operating profit for the group was £52.8 million
higher than last year at £468.9 million, and average invested
capital was £148 million higher at £2,254 million.

Going forward, the group’s ROIC will be adversely impacted
by approximately 1.5% as a result of the new Anglo Platinum
contracts. Notwithstanding this, we remain committed to our
20% ROIC target. While seeking to continually improve the
group’s returns, we will not do this at the expense of the long
term future of the group. We will continue to invest in our
businesses across the world, both in capital expenditure and
in research and development. We will also target appropriate
acquisitions that accelerate the delivery of the group’s strategy
which, in the short term at least, may depress ROIC. At 20.8%,
the group’s ROIC is well ahead of our pre-tax cost of capital,
which we estimate to be 10.4% (2012/13 10.5%).

Return on Invested Capital

Average Return on

invested capital invested capital?
2014 20133 2014 2013¢
£ million £ million % %
Emission Control Technologies 970 997 21.0 16.4
Process Technologies 664 581 15.3 15.9
Precious Metal Products 357 281 36.6 44.3
Fine Chemicals 447 439 18.8 17.5
New Businesses 78 55 n/a n/a
Corporate / other (262) (247) n/a n/a
Total group 2,254 2,106 20.8 19.8

' Average of opening and closing segmental net assets as shown in note 1 on the
accounts on pages 139 and 140. For the group, the average of opening and closing
equity plus net debt.

2 Underlying operating profit divided by average invested capital.

3 Restated.

Interest

The group’s net finance costs increased substantially in the
year, from £33.2 million last year, to £42.1 million in 2013/14.
This increase was due to a number of factors, the most
important being an increase in average gross debt as we took
advantage of the low interest rate environment in June 2013
to refinance some of our long term debt facilities ahead of
their expiry later on in the year. This added approximately
£2.1 million to our interest charge for the year but will benefit
the group in the longer term.

Approximately 88% of the group’s net debt at 31st March
2014 has fixed interest rates averaging approximately 3.1%.

Taxation

The group’s total tax charge for the year was £67.9 million,
a tax rate of 16.7% on profit before tax (2012/13 22.2%).

On underlying profit before tax of £427.3 million, the tax
charge was £82.7 million, which represents an effective tax
rate of 19.4%, down from 20.9% last year. This decrease was
primarily due to the reduction in the headline rate of corporation
tax in the UK and the commencement of the ‘patent box’
legislation in the UK, which reduces the tax charged on profit
earned from qualifying patented technologies in the UK.

The group will benefit from the continued reduction in
the headline UK corporation tax rate. That rate was 23% for
the year ended 31st March 2014. We can never be entirely
certain of the geographic mix of profit in any given year, but
we anticipate that, like this year, the rate of tax on the group’s
underlying profit should average at least 3% lower than the
headline rate for UK corporation tax.

The total tax charge for the year includes a deferred tax
credit of £9.5 million which is due to the reduction in headline
rates of UK corporation tax from 23% to 20% that was
enacted in July 2013. The one-off credit has been excluded
from underlying tax because of its size.

Tax Strategy

Johnson Matthey has operations in over 30 countries across
the world. For each country in which we have operations, we
organise them to pay the correct and appropriate amount of
tax at the right time according to the laws of the relevant
country and ensure compliance with the group’s tax policies
and guidelines.

The group’s tax strategy is regularly reviewed and
endorsed by the board. This strategy is executed by a global
team of tax professionals, assisted by external advisers where
appropriate.

Our tax strategy covers the application of all taxes, both
direct and indirect, to our business including corporation tax,
payroll taxes, value added tax and customs and excise duties.
The tax strategy also covers our approach to any tax planning
required by the business and key policy areas such as
transfer pricing.

Earnings per Share

The combination of higher underlying profit before tax and a
lower effective tax rate meant that underlying earnings per
share increased by 16% to 170.6 pence. Earnings per share
rose by 27% to 167.7 pence.



Dividend

If the proposed final dividend of 45.5 pence per share is
approved, the group’s ordinary dividend for the full year will be
62.5 pence (2012/13 57.0 pence). At this level, the dividend
would be covered 2.7 times by underlying earnings per share.

Pensions

Actuarial - Funding Basis

UK Scheme

The latest actuarial valuation of the UK scheme, effective

as at 1st April 2012, estimated that the scheme deficit was
£214 million (1st April 2009 £173 million). The next actuarial
valuation will take place with effect from 1st April 2015. Since
1st April 2012 a number of actions have been taken to reduce
the deficit as described in last year’s annual report. A curtailment
gain of £1.3 million is included within underlying operating profit
for the year in respect of the option given to UK employees to
switch from the defined benefit pension scheme into the new
UK pension scheme with effect from 1st April 2013.

During 2013/14, to reduce the volatility in the actuarial
deficit, we have continued our liability driven approach to
investing the scheme’s assets, in particular a hedging
programme was undertaken to reduce the scheme’s exposure
to adverse movements in interest rates and inflation.

In the year we made deficit funding cash contributions
of £23.1 million.

US Scheme

The latest actuarial valuations of our two US pension schemes
estimated that their deficits had decreased from £39 million

at 30th June 2012 to £26 million at 30th June 2013. During the
year, we took a number of actions to reduce the risk of any
future increase in the schemes’ deficit as follows:

e Deficit funding contributions of £3.8 million were made
into the schemes.

e The schemes were closed to new entrants with effect from
1st October 2013, with new employees being offered a
defined contribution pension benefit. At the same time,
existing active members were asked to either make
contributions to maintain their defined benefit pension
benefit or were given the opportunity to switch to the
new defined contribution pension plan for future service.
Approximately 40% of active members opted to switch
to the defined contribution scheme and this yielded a
curtailment gain of £6.8 million which is included within
underlying operating profit for the year.

e Deferred members were given an option to take a cash
lump sum in lieu of their deferred pension benefit. Deferred
members representing over 50% of the estimated deferred
pension liability elected to take this cash benefit and this
resulted in a settlement gain of £2.5 million which is also
included within underlying operating profit for the year.

e The schemes increased the proportion of assets that better
match the schemes’ liabilities and this now stands at
around 61%, up from 43% at 31st March 2013.
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For each of its pension schemes worldwide, the group
continues to take steps to reduce its pension risk exposure
and work with their fiduciary committees and trustee boards
to ensure an appropriate investment strategy is in place,
which includes better matching of the schemes’ assets to
their liabilities as funding levels improve. Currently, 55% of the
group’s total pension assets are held in government and
corporate bonds.

IFRS - Accounting Basis
The group’s net liabilities associated with the pension and
post-retirement medical benefit schemes are:

31st March  31st March
2014 2013
£ million £ million
UK pension scheme
Scheme deficit (78.6) (115.6)
SPV assets 49.1 49.7
Net deficit’ (29.5) (65.9)
US pension schemes (14.1) (55.4)
Other pension schemes? (23.1) (23.2)
(66.7) (144.5)
Post-retirement medical schemes (47.0) (47.6)°
Total' (113.7) (192.1)
' After taking account of the assets held on behalf of the UK pension scheme by
the SPV.
2 Deficits of £26.4 million and surplus of £3.3 million.
¢ Restated.

The deficits in the group’s principal UK and US defined
benefit pension schemes decreased by £78.3 million partly
due to deficit funding contributions of approximately £27 million
made in the year. This decrease was principally caused by
increases in the discount rates used to value the schemes’
liabilities.

The cost of providing post-employment benefits decreased
from £54.2 million in 2012/13 to £51.5 million in 2013/14,
but excluding the curtailment and settlement gains increased
to £62.3 million. This charge was included, in full, within
underlying profit before tax.

Cash Flow

During the year ended 31st March 2014 net cash inflow from
operating activities was £476.9 million (2012/13 £396.6 million).
The group’s total working capital was in line with last year but
excluding the element that relates to precious metals, working
capital decreased by £39.8 million, from 53 days last year to

45 days; another good performance. Working capital in respect
of precious metals, however, grew by £41.2 million as a result
of increased levels of metal inventories held at the year end as
a result of the South African supply disruption and higher
precious metal receivables.

The group’s free cash flow was £231.4 million (2012/13
£136.5 million). Adjusting for the effect of movements in precious
metal working capital balances, the group’s free cash flow was
£272.6 million compared with £220.5 million last year.

The group’s cash flow conversion (adjusting for the effect
of movements in precious metal working capital) was 82%
(2012/13 85%), reflecting the continued capital investment
across the group.
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Financial Review continued

Capital Expenditure

Capital expenditure was £218.3 million (of which £213.5 million
was cash spent in the year) which equated to 1.7 times
depreciation. In the year, £72.1 million and £59.5 million were
incurred by ECT and Process Technologies respectively. The
principal investments were projects to:

e add further autocatalyst manufacturing capacity in Europe
ahead of the new light duty and heavy duty legislation; and

e expand our additives plant in the USA to meet the growing
demand for its products.

We anticipate that capital expenditure will be around
£240 million per annum for the next few years. This will be in
the range of 1.6 to 1.8 times depreciation. However, there are
a number of potential opportunities for Process Technologies
which, if realised, will require additional capital investment.

Depreciation, which was £127.4 million in 2013/14
(2012/13 £126.6 million), will rise as a consequence of this
increased investment to around £140 million in 2014/15 and
then further, to around £170 million, by 2016/17.

Capital Structure

In the year ended 31st March 2014 net debt decreased by
£106.4 million to £729.2 million, although when the post tax
pension deficits and bonds purchased to fund pensions of
£54.0 million are included, net debt rises to £783.2 million.

During the year, the group’s EBITDA (on an underlying basis)
increased by 10% to £5696.3 million (2012/13 £542.7 million).
As a result, net debt (including post tax pension deficits) /
EBITDA decreased from 1.7 last year to 1.3 times.

Borrowings
31st March 2014 31st March 2013

£ million % £ million %
Over five years 649.6 68 352.8 39
Two to five years 89.9 10 99.3 iR
One to two years 0.4 - 131.1 14
Within one year 2111 22 322.0 36
Gross borrowings
(net of swaps) 951.0 100 905.2 100
Less: cash and deposits 221.8 69.6"
Net debt 729.2 835.6'

1 Restated.




Treasury Policies and Going Concern

Treasury Policies and Financial
Risk Management

Group treasury is a centralised function
within Johnson Matthey based in the UK
and USA. The role of group treasury is
to secure funding for the group, manage
financial risks and provide treasury
services to the group’s operating
businesses. Group treasury is run as a
service centre rather than a profit centre.
The group does not undertake any
speculative trading activity in financial
instruments.

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 place to meet foreseeable
peak borrowing requirements. On
5th June 2013 the group completed the
issue of $475.0 million and €20.0 million
of funding in the private placement
market with maturities out to 15 years at
fixed rates ranging from 2.44% to 3.39%.
At 81st March 2014 the group had
cash and deposits of £221.8 million and
£270.2 million of undrawn committed
bank facilities available to meet future
funding requirements. The group also
has a number of uncommitted facilities,
including overdrafts and metal lease
lines, at its disposal. The maturity dates
of the group’s debt and borrowing
facilities are illustrated in the table on
page 48 and the chart below.

Maturity Profile of Debt Facilities
At 31st March 2014 exchange rates
£ million
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Of the committed facilities,
£165.2 million falls due to be repaid
in the 15 months to 30th June 2015
(the going concern period). £41.3 million
of this was refinanced in May 2014 for
a further two years with a long term
relationship bank.

Going Concern

The directors have assessed the future
funding requirements of the group and
the company and compared it to the
level of long term debt and committed
bank facilities for the 15 months from
the balance sheet date. The assessment
included a sensitivity analysis on the key
factors which could affect future cash
flow and funding requirements. Having
undertaken this work, the directors are of
the opinion that the group has adequate
resources to fund its operations for the
foreseeable future and so determine that
it is appropriate to prepare the accounts
on a going concern basis.

Interest Rate Risk

At 31st March 2014 the group had net
borrowings of £729.2 million of which
88% was at fixed rates with an average
interest rate of 3.1%. The remaining
12% of the group’s net borrowings was
funded on a floating rate basis. A 1%
change in all interest rates would have a
0.2% impact on underlying profit before
tax. This is within the range the board
regards as acceptable.

Net debt at 31st March 2014
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Foreign Currency Risk

Johnson Matthey’s operations are
located in over 30 countries, providing
global coverage. A significant amount of
profit is earned outside the UK. In order
to protect the group’s sterling balance
sheet and reduce cash flow risk the
group has financed a significant portion
of its investment in the USA and Europe
by borrowing US dollars and euros
respectively. Additionally the group uses
foreign currency swaps to hedge a
significant portion of its assets in Japan,
South Africa and Sweden. The group
uses forward exchange contracts to
hedge foreign exchange exposures
arising on forecast receipts and
payments in foreign currencies.
Currency options are occasionally used
to hedge foreign exchange exposures,
usually in a bid situation. Details of the
contracts outstanding on 31st March
2014 are shown on page 161.

Precious Metal Prices

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

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

Credit Risk

The group is exposed to credit risk on
its commercial activities and treasury
risk management 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 limits. In treasury
and precious metal management, these
exposures include the mark to market of
outstanding transactions and potential
settlement risks.
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3. Social

SUSTAINABLE TECHNOLOGIES

for today and for the future




CASE STUDY

New Catalyst Removes Toxic Mercury
From VCM Manufacturing

As our population continues to grow and urbanisation increases,
demand for key chemical intermediates which are used as building
blocks to make everyday items is set to rise. In tandem, increased
emphasis on environmental responsibility is prompting legislation to
control and reduce emissions in some chemical manufacturing
processes.

An example of this is in the manufacture of a chemical called vinyl
chloride monomer (VCM). The manufacture of VCM, from either coal
or natural gas, is an important intermediate step in the production of
poly vinyl chloride (PVC). In China, 80% of PVC production utilises the
coal based route and employs a mercury containing catalyst. Coal
based VCM production using these catalysts is used outside China
too. In October 2013, 90 countries signed the Minamata Convention
on Mercury, a binding international treaty which aims to control and
reduce emissions of toxic mercury compounds. The treaty contains a
specific clause relating to VCM which states that after 2017 new VCM
plants will not be allowed to use a mercury catalyst and that after 2022
all VCM plants have to switch to a mercury-free catalyst, providing
there is an economically available alternative.

Johnson Matthey has successfully developed a catalyst which does
not contain any mercury for the manufacture of VCM. The catalyst,
which includes gold in its formulation, is now ready for
commercialisation. It is economically viable and can be used as a direct
replacement for catalysts in existing VCM reactors.

Our new catalyst should allow customers to meet the forthcoming
legislation and is a further addition to Johnson Matthey’s portfolio of
sustainable technologies.
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3. Social

Social

Performance Summary

2014 2013
Average number of employees 11,331 10,498
Total employee turnover? % 9.0 9.1
Voluntary employee turnover’ % 5.6 6.5
Employee gender (female)? % 24 25
Gender of new recruits (female) % 27 25
Trade union representation % 29 31
Training days per employee 3.3 2.7
Training spend per employee® £ 465 433
Internal promotions % of all recruitment in year 26 36
Att