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Preliminary Results for the year ended 31°' March 2006

Encouraging prospects for continued growth

Summary Results (IFRS basis)

Year to 31° March %

2006 2005 change

Revenue £4,756m  £4,626m +3

Sales excluding precious metals £1,341m £1,188m +13

Profit before tax £213.8m £167.4m +28

Total earnings per share 70.8p 53.2p +33
Before impairment and restructuring costs:

Profit before tax £219.8m £204.1m +8

Earnings per share 72.7p 67.0p +9

Dividend per share 30.1p 27.7p +9

e Sales excluding precious metals up 13% at £1.3 billion

e Profit before tax, impairment and restructuring costs up 8% to £219.8 million

e Total earnings per share up 33% to 70.8 pence. Before impairment, restructuring
and disposal costs, earnings per share up 9% to 72.7 pence

e Dividend up 9% to 30.1 pence

Divisional Performance

Operating Profit (before impairment and restructuring costs)

Year to 31°%" March % 2006 at 2005 %

£m 2006 2005 change exchange change
rates

Catalysts 134.2 122.5 +10 132.1 +8

Precious Metal Products 62.2 52.0 +20 61.2 +18

Pharmaceutical Materials 33.8 39.8 -15 335 -16

Ceramics 21.3 18.8 +13 20.8 +11
Corporate (16.8) (16.5) (16.9)

Operating Profit 234.7 216.6 +8 230.7 +7
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40-42 Hatton Garden London EC1N 8EE Tel: +44 (0)20 7269 8400



e Operating profit, before impairment and restructuring costs, up 8% to
£234.7 million

e Catalysts up 10% with good growth in diesel products in Europe, good sales in
Asia and strong sales of hydrogen production and purification catalysts

e Precious Metal Products up 20% benefiting from favourable trading conditions
and growth in manufacturing businesses

¢ Pharmaceutical Materials down 15% following expiry of carboplatin patent
e Ceramics up 13% with strong cash generation

Business Prospects

e Heavy duty diesel (HDD) catalysts poised for significant growth with Johnson
Matthey to achieve leading market position

e Continuing good growth in light duty diesel (LDD) products expected in Europe
particularly catalysed soot filters

e Autocatalyst demand in Asia continues to grow with increased vehicle sales in
China and India. Further expansion planned

e High oil prices to support growth of sales in process catalysts

e Outlook for platinum group metals demand remains strong

e Pharmaceutical Materials well positioned for recovery in 2006/07

e Ceramics’ encouraging performance should continue with good cash generation

¢ Investment of £200 million over two years on bolt-on acquisitions and / or share
buy-backs

Commenting on the results, Neil Carson, Chief Executive of Johnson Matthey
said:

“Johnson Matthey performed well last year and prospects for future growth are very
encouraging. Our investment in new capacity to meet customer demand will continue
and we remain optimistic about prospects for future performance. We expect growth in
earnings to be stronger in the second half of the current year than in the first driven by

increasing demand for our technology leading diesel catalyst products. ”

Enquiries:

lan Godwin Director, IR and Corporate Communications 020 7269 8410
John Sheldrick Group Finance Director 020 7269 8438
Howard Lee The HeadLand Consultancy 020 7367 5225
Laura Hickman The HeadLand Consultancy 020 7367 5227
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Report to Shareholders

Introduction

Johnson Matthey achieved good results in 2005/06. Total earnings per share were up
33%. Underlying earnings per share (before impairment, restructuring and disposal

costs) increased by 9%.

Growth in the second half of the year was stronger than the first. Operating profit for the
year, before impairment and restructuring costs, rose by 8%, with Catalysts, Precious
Metal Products and Ceramics all achieving double digit growth. Pharmaceutical

Materials was down but sales and profits improved in the second half of the year.

This is the first time Johnson Matthey has reported its full year results under
International Financial Reporting Standards (IFRS). The impact of the transition from
UK GAAP to IFRS was set out in our Report and Accounts for 2005, and is shown on

pages 25 to 29 of this report.

Review of Results

Revenue rose by 3% to £4,756 million. Catalysts Division’s sales were well ahead of
2004/05 but sales in Precious Metal Products Division were down, despite higher metal
prices, reflecting the withdrawal from gold refining in the UK in 2004/05 and lower trading
activity in the first half of the year. Sales excluding the value of precious metals rose by

13% reflecting good underlying growth in Catalysts Division.

Operating profit, before impairment and restructuring costs, increased by 8% to
£234.7 million. Exchange translation was favourable, increasing profit by £4.0 million
compared with last year. Interest rose by £1.7 million to £14.7 million reflecting the
impact of higher short term interest rates in the US. Profit before tax, impairment and

restructuring costs was up 8% at £219.8 million.

An impairment charge of £6.0 million has been included in the results for 2005/06 for the
write down of process assets no longer required in the platinum group metal refining

business following the successful restructuring of that business. Including the



impairment charge, profit before tax was £213.8 million which was 28% up on the
equivalent figure for 2004/05 which included a charge of £36.7 million for restructuring

costs.

Underlying earnings per share rose by 9% to 72.7 pence, benefiting from the accretive
effect of buying back shares. Including impairment, restructuring and disposal costs

total earnings per share rose by 33% to 70.8 pence.

Dividend

The board is recommending to shareholders a final dividend of 21.0 pence, making a
total dividend for the year of 30.1 pence, an increase of 9%, which is in line with the

growth in underlying earnings per share.

Operations

Catalysts Division’s sales rose by 28% to £1,477 million, partly as a result of higher
prices for platinum, palladium and rhodium. Excluding the value of precious metals,
sales rose by 17% to £786 million. This increase was driven by good volume growth
and the impact of higher material costs, such as the cost of substrates for catalysed soot

filters, which is a pass through for Johnson Matthey.

The division’s operating profit increased by 10% (before acquisition integration costs
included in the results for 2004/05) to £134.2 million, with most of the growth coming in

the second half of the year.

Environmental Catalysts and Technologies (ECT) was well ahead of last year with
good growth in Europe, particularly for diesel catalysts, and increasing autocatalyst sales

in Asia more than offsetting a decline in North America.

In Johnson Matthey’s financial year to 31% March 2006 global light duty vehicle sales
increased by 3.6% to 65.6 million. Car production rose by 3.3% with a small overall
reduction in inventories. Most of the growth in production came in Asia, which was 11%
up on last year. Europe and North America were 2% ahead. Demand for diesel

vehicles continues to be strong in Europe where they represent just under half the total



car market. Johnson Matthey has a leading position in the light duty diesel catalyst
market which has seen good growth due to strong sales of diesel oxidation catalysts

(DOCs) to meet Euro IV emissions regulations.

Estimated Light Vehicle Sales and Production 2005/06

Year to 31°% March

2006 2005 Change

millions millions %

North America Sales 19.7 19.5 +1.0%
Production 15.9 15.6 +1.9%

Europe Sa_les 18.3 18.0 +1.7%
Production 19.3 18.9 +2.1%

Asia Sales 15.2 13.7 +10.9%
Production 23.0 20.7 +11.1%

Global Sales 65.6 63.3 +3.6%
Production 66.3 64.2 +3.3%

Source: Global Insight

We are also seeing increasing demand from many of the leading car companies in
Europe for catalysed soot filters (CSFs) to remove particulates from diesel exhaust
emissions. Although legislation requiring such emission control devices does not come
into force in Europe until 2010 many manufacturers are starting to fit these devices much
earlier due to public awareness of the environmental and health benefits that they
provide. In 2005/06 we commissioned a new factory in Royston, UK to manufacture
CSFs and we are putting in new capacity at our South African facility which also supplies
the European market. Demand for CSFs increased in the second half of the year and

we expect to see further growth in 2006/07.

The market for heavy duty diesel (HDD) catalysts for new vehicles is also beginning to
grow. New emission control standards for HDD vehicles came into force in Europe in
October 2005 for new models. As yet, less than 10% of the new vehicle fleet is fitted
with catalysts. The major growth in this market will occur from October 2006 when all
new vehicles sold in Europe will need to meet the new standards. Johnson Matthey is
supplying several of the original equipment manufacturers with products to meet the new
legislation and expects to have a leading share of the market when the legislation
applies to all new vehicles. In the United States similar legislation comes into force at
the beginning of January 2007 and Johnson Matthey is again well placed to take a
leading market share.




Our business in Asia is performing very well. Over the next decade we expect that most
of the growth in world car production will take place in the Asian region. In the financial
year 2005/06 we have achieved strong volume growth in China and Japan and our

operations in India and Malaysia also continued to perform well.

In early September we announced plans to build a new autocatalyst factory in South
Korea, our fifth in the Asian region. This new plant is being built in Gyeonggi province,
50 kilometres south west of Seoul, where we plan to manufacture catalysts for both

diesel and petrol powered vehicles.

Process Catalysts and Technologies (PCT) also achieved good growth in sales and
profits in 2005/06. The Ammonia, Methanol, Oil and Gas (AMOG) business was well
ahead of 2004/05 with strong demand for catalysts and purification materials for
industries where hydrogen or synthesis gas are key intermediates. Sales of edible oil

catalysts were also ahead of last year but catalyst sales to the polymer market declined.

On 1% February 2006 we purchased Davy Process Technology Limited (DPT) for a net
cost of £24.6 million. DPT develops chemical process technologies and licenses them
to customers in the oil, gas and petrochemical industries. In the two months of Johnson

Matthey ownership DPT made an operating profit of £0.8 million.

The acquisition of DPT will provide Johnson Matthey with additional opportunities to
grow its sales of catalysts and technologies into emerging markets. The high oil price
and moves towards low carbon energy are transforming the market for catalysts and
purification materials used in oil, gas and petrochemicals. We have significantly
increased our R&D expenditure on the development of catalysts for the production of
clean synthetic liquid products from a wide range of hydrocarbon feedstocks which will
be a substantial growth market for PCT in the medium term.

The division’s Research Chemicals business achieved good growth, successfully
integrating the operations of Lancaster Synthesis which was acquired last year. A new
combined catalogue was issued during the year which should provide a further boost to

growth.

The same trends that are increasing demand for new catalysts in PCT have also
increased interest in Fuel Cells technologies and 2005/06 witnessed significant

developments in the fuel cell market, particularly in Europe and Asia. One consequence



of these trends has been renewed interest in the use of phosphoric acid fuel cells
(PAFCs) for stationary applications. Johnson Matthey has well established technology
for components in this area and is collaborating with fuel cell manufacturers on new
product development. Another recent development is the emergence of small prototype
direct methanol fuel cells used as chargers for mobile phones or power sources for

laptop computers. The future development of this new market is still uncertain but the

Fuel Cells business is working with a number of major consumer electronics companies
to supply catalysts and membrane electrode assemblies (MEAS) for their development

programmes.

In 2005/06 the annual cost of our Fuel Cells business on an IFRS basis fell by

£0.5 million to £8.1 million. Under IFRS accounting rules £1.6 million of the annual R&D
cost was capitalised in 2005/06 (£1.5 million in 2004/05) which lowered the reported cost
compared with UK GAAP. The business benefited from an expanded range of
customers and initial sales of prototype products to the direct methanol fuel cells’

market.

Precious Metal Products Division’s sales fell by 7% to £2,962 million. The fall
reflected the withdrawal from gold refining in the UK in 2004/05 and a reduction in
trading activity in the first half of the year compared with the first half of 2004/05.
Operating profit (before impairment and restructuring costs) rose by 20% to

£62.2 million. Much of the growth in operating profit was generated by the manufacturing

businesses.

Colour Technologies, which was transferred into the division following the restructuring
of the former Colours & Coatings Division, achieved good growth in profits benefiting
from cost reductions undertaken last year and good sales of automotive glass enamels
particularly in the North American and Asian markets. Similarly, the division’s gold and
silver businesses benefited from the closure of its UK bullion refinery, which had been
loss making, and the transfer of some of its business to our North American refineries.
The division’s platinum group metal (pgm) fabrication businesses also achieved good
growth with increasing sales to the industrial sector and strong demand for medical

device components.

Pgm Refining was transferred from Catalysts into Precious Metal Products Division at

the beginning of the financial year. In 2005 we announced a plan to restructure the



business in the UK and reduce the quantity of precious metals held in the refinery. As a
result of the successful completion of this plan over £20 million of net cash has been
generated from metal reduction. Some parts of the process have been changed and

£6.0 million of fixed assets, which will no longer be used, were written off in 2005/06.

Profits from the division’s marketing and trading operations were better than in 2004/05
particularly in the second half of the year. Higher average pgm prices and increased
price volatility, especially in the rhodium market, provided more favourable trading
conditions. The price of platinum reached its peak for 2005/06 of $1,084/0z in March
2006, an all time high in dollar terms. The rise in the platinum price gathered pace as the
year progressed with speculative buying, particularly in Japan, adding to the strong
supply and demand fundamentals that have been seen for a number of years. The

average price for the year was $942/0z, an 11% increase on 2004/05.

Total consumption of platinum increased once more in 2005/06, a pattern unbroken
since 1992. Demand for platinum in autocatalysts increased by 9% with much of the
growth generated in Europe where diesel vehicles, which predominantly use platinum
catalysts, accounted for nearly 50% of light duty vehicle registrations. However, usage
in jewellery fell as the rising price of platinum encouraged de-stocking and recycling of
old jewellery. Supplies of platinum increased, although at a lower rate than anticipated
as South African producers had a number of unforeseen difficulties in reaching their
expansion targets. Overall, supplies fell short of demand for the seventh consecutive
year, contributing to the trend of rising platinum prices.

The palladium price also reached a peak for 2005/06 in March, touching $345/0z.
Supply and demand fundamentals became increasingly irrelevant as hedge funds and
institutional investors extended already substantial long positions in the market. The
average price for the year was $228/0z, a modest increase of 4% on 2004/05. Physical
demand for palladium increased in 2005/06, a third successive year of rising
consumption after a slump in 2002/03. Autocatalyst demand was broadly flat whereas
demand from the burgeoning market for palladium jewellery in China grew by more than
50%. Palladium supplies were slightly lower than in 2004/05 due to a reduction in
Russian stock sales. Although the physical market was once again in surplus, this was

overshadowed by activity in the investment market.



The price of rhodium rose sharply in 2005/06, reaching a peak of $4,350/0z in March.
The average price of $2,544/0z was more than double the average for 2004/05. Strong
demand from the automotive and glass industries coupled with speculative interest left
little metal to be offered in the spot market. This additional pressure on a market which
was already tight and illiquid inevitably caused prices to rise dramatically.

Pharmaceutical Materials Division’s sales rose by 2% to £134 million with a recovery
in the second half of the year. Operating profit fell by 15% to £33.8 million as a result of
reduced income from carboplatin, which went off patent in October 2004, and lower

revenues in the division’s contract research business.

The division’s European businesses performed well in the year. The fall in profits all
occurred in the United States, although trading improved in the second half. Much of the
future growth in the US business is expected to come from the launch of new generic
products by our customers. These product launches can be subject to delays in the US
courts, which occurred in 2005/06 when we had hoped to benefit from the launch of a
significant new generic controlled drug. We still hope to benefit from the launch of that

product in 2006/07 but timing remains uncertain.

Despite carboplatin going off patent the outlook for platinum anticancer drugs remains
encouraging. The market continues to grow and Johnson Matthey is the leading
supplier of platinum containing active pharmaceutical ingredients (APIs) to the US
market. Johnson Matthey originally discovered Satraplatin®, a potential new drug to
treat prostate cancer which is currently in Phase Il clinical trials, and the company will

receive royalty and manufacturing income if this product is successfully launched.

Macfarlan Smith, based in Edinburgh, UK, performed well with sales and profits ahead of
2004/05. Sales were up in most product areas with good growth in both bulk opiates
and low volume, high potency products, mainly analgesics, where new capacity was
installed in 2004/05. The major expansion programme to increase capacity to
manufacture specialist opiates (oxycodone, hydromorphone and buprenorphine),
demand for which is growing rapidly, was completed on time and has now been

commissioned.

Ceramics is shown as a stand alone division this year following the restructuring of our

Colours & Coatings Division. That restructuring included the sale of our Pigments &



Dispersions business, transfer of the Colour Technologies business to Precious Metal
Products Division and closure or consolidation of a number of smaller manufacturing

units.

The net impact has been to significantly reduce the cost base which has improved
operating profit and margins. Ceramics Division also successfully grew its sales in
2005/06 by 10% to £182 million. Operating profit increased by 13% to £21.3 million.

The division, headquartered in Spain, is a global supplier of decorative materials to the
ceramic industries particularly tile manufacturing. It is realising the benefits of the
investments made in recent years to position it as one of the lowest cost global

producers.

Sales were strong in China, which has a large and growing tile market and where the
division has a factory to supply local consumption. Growth in Europe was less strong,
with our Italian and Spanish customers, who export around 50% of their production
outside the euro zone, continuing to suffer downward pressure on volumes and prices,
due to the strength of the euro. However, sales into Eastern Europe, especially Poland
and Russia, showed good growth as the region’s manufacturing base continued to

expand.

Finance

Exchange Rates

The main impact of exchange rate movements on the group’s results comes from the
translation of foreign subsidiaries’ profits into sterling. A quarter of the group’s profits are
made in North America, mainly in the USA. After several years of weakness the US
dollar strengthened from an average rate of $1.85/£ in 2004/05 to an average of $1.79/£
in 2005/06. Some south east Asian currencies, notably the Chinese renminbi and the
Hong Kong dollar also strengthened. The average rate for the euro was unchanged at
€1.47/£, while the South African rand strengthened slightly from R11.5/£ to R11.4/£.
Overall, exchange translation benefited operating profit by £4.0 million compared with
2004/05.



Interest

The group’s net interest charge rose by £1.7 million to £14.7 million. Average interest
rates for floating rate US dollars increased by nearly 2% from the very favourable levels

experienced in 2004/05, which more than offset the benefit of lower average borrowings.

Taxation

The group’s tax charge rose by £16.0 million to £62.5 million. The increase largely
reflected the tax relief on restructuring costs included in last year’s results. On an
underlying basis the average tax rate was unchanged at 29.3%. The group continues to
benefit from tax credits on R&D expenditure. We reached agreement with HM Revenue
& Customs in the UK on several years’ tax assessments which resulted in a repayment
of tax which benefited the group’s cash flow. That amount had already been recognised

in current tax so there was no impact on earnings.

Cash Flow

Johnson Matthey’s net cash flow from operating activities rose by 16% to £212.3 million.
Under the new IFRS rules net cash flow from operating activities includes taxation which
benefited from the settlement in the UK. Working capital increased by £40.6 million
despite the inventory reduction in Pgm Refining, largely as a result of the dramatic
increase in the rhodium price and the increased prices of some other materials which

affected both inventories and receivables.

Capital expenditure for the year was £124.0 million which was 1.8 times depreciation.
Most of the investment was focused on Catalysts Division, with the other divisions

spending at levels close to depreciation.

Environmental Catalysts and Technologies spent £65 million in the year with major
investments on new capacity to manufacture CSFs and HDD catalysts. We have built a
new factory at Royston, UK to manufacture diesel products and are investing heavily in
new capacity at our facility near Philadelphia, to produce similar products in the USA.
We are also expanding rapidly in Asia with additional capacity in Japan and a new
factory in Korea. In Process Catalysts and Technologies we have added capacity in



AMOG to meet demand for catalysts for hydrogen production and the expanding

methanol market.

Despite the significant investment in capital expenditure the group generated a positive

free cash flow of £23.2 million before acquisitions and share purchases.

We completed our previously announced programme of share buy-backs in the year
acquiring additional shares for the Johnson Matthey Employee Share Ownership Trust
(ESOT). The net cash outflow on share purchases amounted to £25.9 million. In
February 2006 we acquired Davy Process Technology Limited for a net cost, including
debt acquired, of £24.6 million. Including the effect of exchange translation on foreign

currency borrowings the group’s net debt rose by £42.4 million to £412.0 million.

Pensions

The surplus on the group’s UK pension schemes increased by £24.9 million to
£68.7 million on an IFRS basis at 31 March 2006. The investment performance of the
fund for the year was very good reflecting favourable market conditions, but liabilities

also increased mainly as a result of a fall in the discount rate used to measure them.

Worldwide, including provisions for the group’s post-retirement healthcare schemes, the
group had a net surplus of £18.8 million on employee benefit obligations compared with
a net deficit of £3.0 million at 31° March 2005.

Capital Structure

In 2005/06 we invested significantly in future growth. Capital expenditure amounted to
1.8 times depreciation and R&D increased by 9%. In addition we acquired DPT and
bought back 1.9 million shares. Net debt increased by £42.4 million to £412.0 million but
equity also increased by £114.6 million to £1,044.5 million, reflecting good earnings
growth and an increased surplus in the group’s UK pension fund. Gearing (debt / equity)

was slightly lower at 39.4%.

Our policy is to maintain a strong balance sheet and use the cash generated to invest in

organic growth and bolt-on acquisitions. In the current financial year we expect to



continue to invest at a high level to enable us to take full advantage of the current and
future market opportunities arising in our businesses. Capital expenditure is planned to
be 1.6 times depreciation and we expect working capital to increase, particularly at the
end of the financial year, when the US market for HDD emission control products will
start to grow rapidly.

Despite this continued investment we have capacity in the balance sheet for increased
borrowing. We therefore plan to raise the group’s gearing to 50% over the next two
years by adding bolt-on acquisitions and buying back further shares. In aggregate we
expect to spend at least £200 million on these initiatives both of which should be
earnings accretive. We also plan to continue to increase dividends in line with earnings

growth.

Outlook

The outlook for the next few years continues to be very encouraging. We expect the
group to achieve strong top line growth from the introduction of new products and

generate good growth in earnings.

New legislation on HDD vehicle emissions in Europe will apply to all new vehicles in
October 2006. New legislation in the US starts in January 2007 and will impact our
sales in the final quarter of the financial year. By the end of 2008 we expect the market
for catalysts for new HDD vehicles to reach US$700 million (higher than our previous
estimate reflecting the use of more expensive substrates and filters). Johnson Matthey
is expecting to achieve a leading share of this market. In addition, demand for CSFs for

light vehicles is strong and sales are expected to grow steadily in 2006/07.

The markets for PCT’s catalysts have also improved in the last year as a result of high
energy prices and increased environmental concerns. The acquisition of Davy Process
Technology has enhanced Johnson Matthey’s technological position in this market and
medium term growth prospects are very good.

In 2006/07 Precious Metal Products Division should continue to benefit from the
favourable conditions in the platinum group metal markets. Pharmaceutical Materials’
growth will depend on the timing of customers’ new product launches. Ceramics is

expected to trade at similar levels to 2005/06 and be strongly cash generative. The US



dollar has weakened again in the current financial year which will adversely affect
exchange translation if it remains at current levels. Overall, we expect growth in
earnings to be stronger in the second half of 2006/07 than the first driven by increasing

demand for diesel catalyst products.

We will continue to increase our investment in R&D to maintain Johnson Matthey’s
technology leadership positions. We believe that many of the existing and emerging
markets for catalysts will show significant growth over the next decade and Johnson

Matthey is well placed to benefit from these new market opportunities.



Accounting Policies

for the year ended 31st March 2006

Construction contracts

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

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

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

Foreign currencies
Foreign currency transactions are recorded in local currency at the exchange rate at the date of transaction. Foreign currency
monetary assets and liabilities are retranslated into local currency at the exchange rate at the balance sheet date.

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

Exchange differences arising on the translation of the net investment in overseas subsidiaries, associates and branches, less
exchange differences arising on related foreign currency financial instruments which hedge the group’s net investment in
these operations, are taken to a separate component of equity. The group has taken advantage of the exemption allowed in
IFRS 1 to deem the cumulative translation difference for all overseas subsidiaries, associates and branches to be zero at

1st April 2004.

Other exchange differences are taken to operating profit.

Research and development
Research expenditure is charged to the income statement in the year incurred.

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

Interest
Interest is recognised in the income statement in the year incurred.

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

Depreciation is generally provided using the straight line method to write off the cost less estimated residual value over the
useful life of the asset. The estimated useful lives vary according to the class of asset, but are typically: leasehold property
30 years (or the life of the lease if shorter); freehold buildings 30 years; and plant and equipment 4 to 10 years. Freehold land
is not depreciated.

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

The group has taken advantage of the exemption allowed under IFRS 1 and so goodwill arising on acquisitions made before
1st April 2004 is included at the carrying amount at that date less any subsequent impairments. Up to 31st March 1998
goodwill was eliminated against reserves.
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Accounting Policies

for the year ended 31st March 2006

Intangible assets

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

8 years for capitalised development currently being amortised.

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

Leases

Leases are classified as finance leases whenever they transfer substantially all the risks and rewards of ownership to the
group. The assets are included in property, plant and equipment or capitalised software and the capital elements of the
leasing commitments are shown as obligations under finance leases. The assets are depreciated on a basis consistent with
similar owned assets or the lease term if shorter. The interest element of the lease rental is included in the income statement.

All other leases are classified as operating leases and the rentals payable are expensed on a straight line basis over the
lease term.

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

Grants related to income are generally deducted in reporting the related expense.

Precious metal inventories

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

Other inventories

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

Derivative financial instruments

The group uses derivative financial instruments, in particular forward currency contracts and currency swaps, to manage the
financial risks associated with the group’s underlying business activities and the financing of those activities. The group
does not undertake any trading activity in derivative financial instruments.

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

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

Changes in the fair value of derivative financial instruments designated as fair value hedges are recognised in the income
statement, together with the related changes in the fair value of the hedged asset or liability.

Changes in the fair value of derivative financial instruments designated as cash flow hedges are recognised in equity. If the
hedged item results in the recognition of a non-financial asset or liability, the amount recognised in equity is transferred out of
equity and included in the initial carrying amount of the asset or liability. Otherwise, the amount recognised in equity is
transferred to the income statement in the same period that the hedged item is recognised in the income statement.

Hedges of net investments in foreign operations are accounted for in a similar way to cash flow hedges.
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Accounting Policies

for the year ended 31st March 2006

Other financial instruments
All other financial instruments are initially recognised at fair value plus transaction costs. Subsequent measurement is as
follows:

« Unhedged borrowings are measured at amortised cost.

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

« All other financial assets and liabilities, including short term receivables and payables, are measured at amortised cost
less any impairment provision.

Cash and cash equivalents

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

Taxation
Current and deferred tax are recognised in the income statement, except when they relate to items recognised directly in
equity when the related tax is also recognised in equity.

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

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

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

Provisions and contingencies

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

The group considers financial guarantees of its share of the borrowings and precious metal leases of its associates to be
insurance contracts. These are treated as contingent liabilities unless it becomes probable that it will be required to make a
payment under the guarantee.

Share-based payments and employee share ownership trusts (ESOTS)

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

The group provides finance to the ESOTSs to purchase company shares on the open market. Costs of running the ESOTSs are
charged to the income statement. The cost of shares held by the ESOTs are deducted in arriving at equity until they vest
unconditionally in employees.
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Accounting Policies

for the year ended 31st March 2006

Pensions and other post-employment benefits

The group operates a number of contributory and non-contributory plans, mainly of the defined benefit type, which require
contributions to be made to separately administered funds.

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

For defined benefit plans, the group recognises the net assets or liabilities of the schemes in the balance sheet. Obligations
are measured at present value using the projected unit credit method and a discount rate reflecting yields on high quality
corporate bonds. Assets are measured at their fair value at the balance sheet date. The changes in scheme assets and
liabilities, based on actuarial advice, are recognised as follows:

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

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

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

Actuarial gains and losses, representing differences between the expected return and actual return on plan assets,
differences between actuarial assumptions underlying the plan liabilities and actual experience during the year, and
changes in actuarial assumptions, are recognised in the statement of recognised income and expense in the year they
occur.

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

Gains or losses arising from settlements or curtailments are included in operating profit.

34



Financial Calendar

9th June
Final ordinary dividend record date

25th July
115th Annual General Meeting (AGM)

1st August
Payment of final dividend subject to declaration at the AGM

22nd November
Announcement of results for the six months ending 30th September 2006

Cautionary Statement

This announcement contains 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 this announcement 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.

Johnson Matthey Public Limited Company

Registered Office: 40-42 Hatton Garden, London EC1N 8EE
Telephone: 020 7269 8400

Internet address: www.matthey.com

E-mail: jmpr@matthey.com

Registered in England - Number 33774

Registrars

Lloyds TSB Registrars, The Causeway, Worthing, West Sussex BN99 6DA
Telephone: 0870 600 3970

Internet address: www.shareview.co.uk
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