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The directors submit to sharehoiders their one hundred and sixth annual report, together with the audited accounts of the group for the
year ended 3 |st March 1997, Pages [ 1o 34 are an integral part of the report.

Principal Activities

The group’s principal activities are summarised on the inside front cover

Dividends

The interim dividend of 4.7 pence per share, up 0.3 pence, was paid in February 1997. A final dividend of 10.8 pence per share, up
07 pence, is being proposed to sharehalders as Resolution No.? at the Annual General Meeting (AGM), making a total for the year of
15.5 pence, an increase of 7% over last year, Dividends for the year total £33.6 million.

Share Capital

Allotments of ordinary shares of £1 each of the company were made during the year as set out in note 20 on page 62. Resolutions will be
proposed at the AGM to grant to the Board, until the next following general meeting, authority and power to allot new securities under
sections 80 and 95 of the Companies Act 1985 {the Act).

Resolution No. 7 is an ordinary resolution to renew the authority of the directors to aflot shares under section 80 of the Act.

At the Annual General Meeting in July 1994 the directors' authority to issue securities was extended to five years from the date of the
meeting. It is now proposed to extend that authority so that it applies for five years from the date of the AGM and that the number of
shares which may be allotted be amended to 74,788,431 which is the amount of the authorised unissued ordinary share capital.

Resolution No. 8 is a special resolution to renew the autharity of the directors, under section 95 of the Act, to allot equity securities for cash
without first offering them pro rata to existing shareholders as otherwise required by section 89 of the Act; the authority sought is limited to
issues of equity securities with a nominal value not to excead £10,845,568 being equivalent to 5% of the nominal value of the company’s
issued ordinary share capital at 3Ist May |997.

Employment Policies

It is the policy of the group to train and develop employees at alt levels so that group objectives can be met, We recruit, train and manage
our employees regardless of sex, ethnic origin or religion. Employees whe become disabled and disabled people are offered employment
consistent with their capabilities. Close attention under the direction of the MDRC is given to the group's recruitment and training
procedures as well as career development to meet current and future group requirements,

Johnson Matthey recognises the importance of effective employee communications. Information and comment is exchanged with employees
through the company’s in-house magazine, regular news bulietins, presentations to staff and team briefings.

39% of employees worldwide are shareholders in Johnsen Matthey through the company's employee share participation schemes, which held
3,092,156 shares (1.43%) at 31st May /997, 265 current and former executives hold options over 4,096,537 shares through the company’s
executive share option schemes.

Directors

Details of the directors of the company are shown on pages 30 and 31. In addition Mr P C [ Burnell was a director for the period Ist April
1o 16th July 1996. In accordance with the company’s Articles of Association, Mr D G Titcombe (who is employed on z rolling service contract
subject to two years' notice), Mr H M P Miles and Mr P F Retief retire by rotation and, being eligible, offer themselves for re-election at the
forthcoming AGM. Directors' interests in the company’s shares are detailed in the MDRC report on pages 37 to 44.
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Directors’ Report

Directors’ Material Interests in Contracts
Other than service contracts, and the interest disclosed below, no director had any interest in any material contract with any group company
at any time during the year.

By virtue of his interest as Managing Director of and a shareholder in Top Technology Limited, Mr H E Fitzgibbons was interested in a 50/50
joint venture company, KonserQ Limited, which was set up by the company and HATT I General Partners Limited to exploit novel thick film
technology at the company's Technology Centre at Sonning, In August 1996 the technology was sold to Heraeus, Inc. and it is the intenticn of
Konser<) shareholders to proceed with the liquidation of Konser(Q upon expiry of the warranty period contained in the sale agreement,

Substantial Shareholdings

The company has been advised of the following notifiable interests in its ordinary share capital as at 31st May 1997:

Schroder Investment Management Lid 19.73%
IC! (Isle of Many Ltd 8.73%
Prudential Corporation group of companies {see note | below) 493%

JCI (lsle of Man) Ltd is a 100% wholly owried subsidiary of Discus Holdings Ltd which has ‘A’ and ‘B’ shares all owned by JCI Ltd.

The directors are not aware of any other notifisble holdings of 3% or more of the ordinary share capital of the company, but the following

interests should also be noted:

| The Prudential Corporation controls a number of non-material holdings which, when combined with the above notifiable material
holdings, bring the total holding to 5.37% (1996 5.97%).

9 Gartmore Investment Limited is interested in its capacity as fund manager in 4.08% of the ordinary share capital of the company.

Auditor
In accordance with section 384 of the Companies Act 1985, 2 resolution is to be proposed at the forthcoming Annual General Meeting for
the re-appointment of KPMG Audit Plc as auditor of the company.

Policy on Payment of Commercial Debts

The group’s policy in relation to the payment of all suppliers (set out in its internal Group Control Manual, which is distributed to all group
operations) is that payment should be made within the credit terms agreed with the supplier: At 31st March 1997, the company's aggregate
level of “creditor days amounted to 4 days. Creditor days are calculated by dividing the aggregate of the ameounts which were owed to trade
creditors at the end of the year by the aggregate of the amounts the company was invoiced by suppliers during the year and multiplying by
365 to express the ratio as a nurmber of days.

Donations
During the year the group donated £234,000 (1996 £281 000) to charitable organisations, of which £187,000 (1996 £229,000) was in the UK.
£27.050 (1996 £26,800) was donated for political purposes to the Conservative Farty.

This report was approved by the directors on 10th June 1997 and is signed on their behalf by:

Gordon Thorburn, Secretary
Trafalgar Square, London
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Management Development and Remuneration Committee (MDRC) Report to Sharcholders

The Committee and its Terms of Reference
The Management Development and Remuneration Committee (the Committee) comprises all the non-executive directors of the company as set

out on pages 30 and 31,
Mr P C D Burnell resigned from the Committee on | 6th July 1996 when he resigned from the Board of Johnson Matthey:

The company has complied throughout the year with the recommendations of the Greenbury Committee relating to remuneration
committees now incorperated in Section A of the best practice provisions annexed to the Stock Exchange Listing Rules. In formulating

rermuneration policy the Committee gives full consideration 1o the best practice provisions set out in Section B of the Rules.
The Committee determines the amount of profit to be appropriated to the company’s employee share participation schemes.
The remuneration of the non-executive directors is determined by the Board, within the limits prescribed by the company’s Articles of Association.

Remuneration Policy

The Committee recognises that, in order to attract and retain a senior management team which wilt provide maximum shareholder value, it is
necessary to have a competitive pay and benefits structure. To assist with this, the Committee receives regular advice from independent
consultants on the pay and incentive arrangements prevailing in comparably sized industrial companies in each country in which Johnson

Matthey has operations.

Executive Directors’ Emoluments
The emoluments of the executive directors consist of the following components of a three year remuneration policy (1995-1997), which was

determined by the Committes in 995,

I Basic Salary - which is in line with the median market salary for each director’s responsibilities as advised by independent censultants.

Basic salary is normally reviewed on |st August each year and the Committee takes into account individual performance during the year

2 Annual Bonus - which is paid as a percentage of basic salary under the terms of the company’s Executive Cormpensation Plan {which also
applies to the company's 140 or so most senior executives). The executive directors’ bonus award is based on consolidated profit before
tax (PBT) of Johnson Matthey compared with the annual budget. Under the terms of the scheme, an annual bonus payment of 30% of
basic salary (prevailing at 31st March) is paid i the group meets the annual budget. This bonus payment may rise to a maximum of 50% of
basic safary if the group achieves PBT of 107.5% of budget. PBT must reach 92.5% of budget for a minimum |5% of basic salary to be
payable. The Committee retains discretion to vary the awards payable under the foregoing formulae, The bonuses paid to executive

directors in 1996/97 in respect of 1995/96's results averaged 29.1% of salary at 31st March 1996,
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3 Term Plan - During 1994/95 2 term bonus plan {the Plan} was introduced to motivate and reward the most senior executives of the
company for the achievement of longer term objectives and enhanced shareholder value. During the first year of the Plan, the Committee
granted options over existing shares, based on performance against 1994/95 budgeted PBT, to the value of 25% of the executive’s salary.
These shares will be held in trust until at least July 1997, The number of shares to be finally awarded in July 1997 will depend on the total
shareholder return of Johnson Matthey's ordinary shares against the FTSE 350 on a sliding scale. At maximum, the number of shares could
be doubled. There will be no distribution if it falls below the 7th decile which was the case at 31st May 1957. Subsequent awards to the
top 50 or so most senior executives will be paid in cash and will be based on the company's average compound growth in earnings per
share (excluding exceptional profits or losses) for the three years from 1996 1o 1998. No awards will be made if earnings per share

compound growth over the three years is less than [0% per annum.

4 Share Options - These have been granted under an approved scheme adopted in September | 985, the final grant under which was
made in November 1594, New schemes, with performance criteria, were approved by shareholders on | 1th July 1995 and amended on
26th July 1996, Options under all the schemes are granted in annual tranches, as recommended by the Greenbury Committee, up to the
maximum permitted of 4 times earnings. Mr D ) Davies holds stock appreciation rights under a share price related cash bonus scheme, the

terms of which are similar to those of the 1985 and 1995 share option schemes.

5§ Pensions - All the executive directors are members of the company’s UK pension scheme. Under the scheme, members are entitled to a
pension based on their service and final pensionable salary subject to Inland Revenue limits. The scheme provides life assurance cover of
four times annual salary. The normal pension age for directors is 60.

None of the non-executive directors are in the scheme. Details of individual arrangernents for executive directors are given on page 40.

6 Other Benefits - available to the executive directors are private health care insurance, a company car and membership of the

company’s employee share participation schemes which are open to all employees in most countries in which the company operates.

7 Service Contracts - The Chairman and Chief Executive’s contract is subject to eleven months notice. The other executive directors are

employed on rolling contracts subject to two years' notice at any time, which the Committee considers appropriate.
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=~ moluments

1 the year st April 1996 to 31st March 1597 the Chairman and Chief Executive was the highest paid director and his emecluments

-ere as follows:

1996/97 1995/9
£ £
“moluments 379,702 362,559
“erformance-related bonus (in respect of prior year) 97,430 120,000
—ernuneration 477,132 482,559
“tock appreciation rights (see page 44) 417,208 180,140
=tal 894,340 662,699
_ermuneration received by each director during the year Ist April 1996 to 315t March 1997 was as follows:
Total
Total prior year
Annual excluding excluding
Salary Benefits bonus pension pension
£ £ £ £ £
xecutive
» | Davies 356,422 23,280 97,430 477,132 482,559
RN Clark 226,000 22,891 61,241 310,132 286,526
Bl | Cleare 187,138 25448 53597 265,183 102,937
~ Sheldrick 201,138 17,490 44,081 262709 269,650
—= Thorburn 143,685 18,634 36,056 198,375 207,447
G Titcombe 172,333 22318 44081 238732 236,078
on-Executive
C D Burnell 5,833 - - 5833 20,000
E Fitzgibbons 20,000 - - 20,000 20,000
R. Jenkins 20,000 - - 20,000 5000
M P Miles 20,000 - - 20,000 20,000
F Retief 20,000 - - 20,000 20,000
H Wilson 32,500 - - 32500 32,500

| Cleare is based in the US and his emoluments shown above have been translated at the group’s average exchange rate,
=nefits are shown as the assessment to tax for each director arising from the provision of a company car and private medical and life
Surance, plus the cost of company contributions to the company’s employee share participation schemes,
ne fees of P C D Burnell are shown up to the date of his resignation.

—ecutive directors may, with the consent of the Board, accept external directorships.
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Pensions

Pension and life assurance benefits for executive directors are provided through the company's final salary occupational pension scheme for
UK employees - The Johnson Matthey Emplayees Pension Scheme {JIMEPS) - which is constituted under a separate Trust Deed. The JMEPS is
an exempt approved scheme under Chapter | of Part XIV of the Income & Corporation Taxes Act 1988, and its members are contracted-out

of the State Earnings Related Pension Scheme.

The pensions benefits earned by the executive directors are as follows:

Transfer value

Name of Age at Years of Director's Increase in Total of increase in
Director 3lst March 1997 service at contributions accrued pension accrued pension at accrued benefit at
3lst March 1997 in the year in the year 3Ist March 1997 31st March 1997
(note 5) £ (note 2) £ (note t) £pa. (note 3) £
D ] Davies 57 7 6510 3034 8,704 26,000
C R N Clark 55 34 2,180 25,118 134523 216,000
M | Cleare 53 30 6,440 20,427 89,113 157,000
J N Sheldrick 47 6 3288 2,525 15032 8,000
| GThorburn 56 15 5,747 6955 79,359 65,000
D GTitcombe 54 35 6,893 11,320 98,736 89,000
Notes:

| The entitlement shown under “Total accrued pension at 31st March [997" is the pension which would be paid annually on retirement,
based on pensionable service to 3 st March 1997.The pension would however be subject to an actuarial reduction of 0.3% per month for
each month below age 60,

7 The increase in accrued pension during the year excludes any increase for inflation.

3 The transfer value has been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note 11 less directors’ contributions.
Mo allowance has been made in the transfer value for any discretionary benefits that have been, or may be awarded under the JMEPS. On the
recommendation of the actuary, the company has suspended contributions to the JMEPS until the next actuarial valuation.

4 The salaries of Messrs Davies and Sheldrick, who joined the scheme after 1989, have been supplemented by 9.5% and 14.5% respectively
in view of the impact of the 1989 “earnings cap” on their JMEPS benefits.

5 Members' contributions are at the general scheme rate of 4% of pensionable pay i.e. basic salary excluding bonuses.

6 In the case of M | Cleare, who is currently resident in the USA, pension entitlements are based on a notional UK salary for pension
purposes which is normally reviewed annually. His notional salary for the period [st April to 3lst July 1996 was £135,000 and from

ist August [996 1o 31st March 1997 was £174.000.
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Directors’ Interests

“he interests of the directors in the shares of the company, according to the register required to be kept by section 325(1) of the Companies
~ct 1985, were at 3!st March 1997:

whnson Matthey Ordinary Shares

31st March 3lst March

1997 1996

D | Davies 34,994 27133
> HWilson 574 574
C D Burnell 574 574
_ RN Clark 15,299 1,580
7 | Cleare 6,332 8,671
E Fitzgibbons 1,125 1125
R Jenkins 1,000 1,000
M P Miles 562 562

F Retief #* 562 * 562
™ Sheldrick 42,997 40,268
5 Thorburn 14,909 19,485
G Titcombe 35,408 32,692

~Non-beneficial interest

™ As at date of resignation

~e directors also have a potential interest in the 91,423 shares held by an employee benefit trust, the Johnson Matthey Share Retention Trust

e Trust), which was set up in July 1995 to hold shares for the Term Plan (described on page 38).The shares were purchased on the open

ket with a cash contribution of £511,100 from the company and are under conditional option to senior executives at an option price of

1 pence per share. The Term Plan cpticns granted to directors are over 49,580 Trust shares. The anticipated cost of the options has been
arged to the profit and loss account. At 31st March 1997 the market value of the shares held in the Trust was £499,627.

5 at 3ist March 1997, individual holdings under the company's executive share option schemes (or in the case of D | Davies the stock
prediation rights scheme) and under the Term Plan (options granted |Sth July 1995) were as set out on pages 42 and 43. Options are not

anted to the non-executive directors.
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Date of
grant

31.12.89
1.8.50
1891
1892
1.893
1.8.94

19795
17895
17.7.96

D | Davies

C RN Clark 14.7.93
13.7.94
19.795
[7.8.95
17.796

M | Cleare 147.93
13.7.94
19.7.95
17.895
11295
17.7.96
8.197

42 Johnson Marthey

Ordinary
shares under
option

61,496
35,160
37,898
8,772
26,788
60,942
13,779

[ 14,266
57572

20019
23,767

8,268
67,077
41,379

20314
10,157

6,635
38,693
20000
34,088
48,000

Exercise
price
{pence)

22572
77653
31659
4i0.39
44795
52671

0.01
57889
574.50

44795
52671

0.01
57889
57450

44795
52671

0.0
57889
533.00
574.50
590.50

Date from
wehich
exercisable

311292
1893
1.8.94
1.8.95
1896
1,897

19797
17898
17899

14796
13797
19.797
17.8.98
17.7.99

[4.7.96
13.7.97
19.7.97
17.898
[.12.58
17.799
8.1.2000

Expiry
date

31.12.1999
1.8.2000
1.8.2001
1.8.2002
1.8.2003
1.8.2004

31.3.1998
[7.8.2005
17.7.2006

14.7.2003
1372004
3131598
17.8.2005
17.7.2006

1472003
13.7.2004
31.3.1998
17.8.2005
1.12.2005
17.7.2006

8.1.2007

Total number of
ordinary shares
undar option

418,673

160,510

{77,887



I N Sheldrick

G Thorburn

) G Titcombe

Date of
grant

18791
16792
14.7.93
[3.7.94
15,795
17895
17.7.96

18.7.91
16792
14.7.93
13.7.54
19.7.95
17895
17796

18.7.91
16.7.92
14793
13.794
19.7.95
17895
17.7.96

Ordirary
shares under
option

37,351
1gle
25392
32400

7,349
61,657
30,776

8,801
4839
4,570
10,360
6,200
44,840
25173

37,351
11,495
18,770
23767

7.349
38,098
30776

Exercise
price
(pence)

31659
41039
44795
52671

001
57889
57450

31659
41039
447.95
52671

0.0l
578.89
574.50

31659
410.39
44795
52671

001
57889
57450

Date from
which
exercisable

18.7.94
16.7.95
14.7.96
13797
19.7.57
17.898
17799

18.7.94
16.7.95
14.7.96
i13.7.97
15.797
17.898
17.7.99

18.7.94
16.7.95
14.7.96
13797
19.7.97
17898
17.7.99

Total number of
Expiry ordinary shares
date under option

[8.7.200! 206,754
16.7.2002
[4.7.2003
1372004
31.3.1998
17.8.2005
17.7.2006

18.7.200 104,783
16.7.2002
14.7.2003
13.7.2004
31.3.1998
17.8.2005
17.7.2006

18.7.2001 167,607
16.7.2002
14.7.2003
13.7.2004
31.3.1998
17.82005
17.7.2006
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Notes:

| Between IstApril 1996 and 31st March 1997 the following options were exercised:

Ordinary Exercise
Date of shares price
grant exercised {pence)

C RN Clark 18791 37,351 31659
16792 12,141 41039

M | Cleare 22787 5,117 39281
20.7.88 5730 37228

26789 3210 422,11

16.7.92 6,983 410,39

| G Thorburn 22787 10,335 39281
207.88 9,926 372.28

26789 10,847 422.11

11.730 55771 276.53

The options were exercised on |4th June 1996 when the market price of the shares was 649.50 pence. The aggregate benefits arising to
Messrs Clark, Cleare and Thorburn was £306,775.

2 On 3rd April 1996 Mr Davies exercised 50,000 stock appreciation rights at a price of 586.00 pence and received a cash payment of
£180,140 and on 25th September 1596 he exercised | 10,000 stock appreciation rights at a price of 605.00 pence and received a cash
payment of £417,208,

3 The market price of the company’s shares at 31st March 1997 was 54650 pence and the range during 1996/97 was 526.50 pence to
663.00 pence.

Directors' interests at st June 1997 were unchanged from those listed above with the following exceptions:

The Trustees of the Johnson Matthey UK Employes Share Participation Scheme and the Johnson Matthey PEP manager have purchased on
behalf of Messrs [ | Davies, C R N Clark, | N Sheldrick, | G Thorburn and D G Titcombe a further 520, 522, 520,475 and 515 crdinary shares
respectively. The Trustees of the US Salaried Employees Savings Irvestment Pian have purchased 384 shares on behalf of Dr M| Cleare.

No director had an interest in the 3.5% preference shares at st April 1996 or 3[st March 1997.

During the year ended 31st March 1997, other current and former executives exercised options to subscribe for a total of 782,760 ordinary
shares at prices ranging between 276,53 pence and 578.89 pence per share. Since 31st March 1997 three current and former executives havs

excrcised options to subscribe for 16,741 ordinary shares.

Michael Miles OBE
Chairman

Management Development and Remuneration Committee
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Responsibility of the Directors

r the preparation of the accounts

=mpany law requires the directors to Prepare accounts for each financial year which give a true and fair view of the state of affairs of the

-mpany and group and of the profit or loss for that period. In Preparing those accounts, the directors are required to:
=elect suitable accounting policies and 2pply them consistenty,

Take judgments and estimates that are reasonable and prudent,

“tate whether applicable accounting standards have been

followed, subject to any material departures disclosed and explained in
hhe accounts,

2ularities,

-eport of the Auditors

e members of Johnson Matthey Public Limited Company

=, based on our audit, on those accounts and to report our opinion to you.
s of Opinion

assessment of the significant estimates and
=nts rmade by the directors in the preparation of the accounts,

and of whether the accounting pelicies are appropriate to the group's
stances, consistently applied and adequately disclosed,

e KPr16 ALt FL

-ed Auditor

e 1997
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Consolidated Profit and Loss Account

for the year ended 3Ist March 1997

1997 1996
NCOTE £ million £ million
Turnover |
Total turnover 2,580.1 2,685.6
Less share of Cookson Matthey Ceramics plc (156.9) (156.7
Group turnover 2,423.2 25288
Operating profit 1
Continuing operations 2 114.8 108.
Discontinued operations 3 1.5 2
116.3 VL
Net interest 4 (8.0) (8.
Profit on ordinary activities before taxation 5 108.3 102
Taxation {29.2) (30
Profit after taxation 79.1 71
Equity minority interests (1.2) (I
Profit attributable to shareholders 71.9 70
Dividends 8 (33.6) (31
Retained profit for the year 21 44.3 36
pence pe
Earnings per ordinary share 7 36.0 3
Dividend per ordinary share 8 15.5 |

The notes on pages 51 to 67 form an integral part of the accounts.

46 Johnson Matthey



Consolidated and Parent Company Balance Sheets

as at 31st March 1997

Group Parent company
1997 1996 1997 1996
NOTE £ million £ million £ million £ million
Fixed assets
Tangible fixed assets 10 3544 3388 88.4 889
Investmenits [ 84.2 100.4 169.6 1728
438.6 4392 258.0 2617
Current assets
Stocks 13 185.3 197.2 107.2 1104
Debtors: due within one year 14 179.2 170.1 442.4 4154
Debtors: due after one year 14 73.1 60.8 7.9 60.7
Short term investments 0.3 1.3 0.3 1.3
Cash at bank and in hand 15 62.2 353 [9.1 056
500.1 464.7 640.9 5884
Creditors: Amounts falling due within one year
Borrowings 5 (124.2) {118.5) 2.2) (2.9)
Precious metal leases 6 (22.8) (26.7) (22.3) (1.0
Other creditors 17 (193.9) (210.8) (195.3) (198.2)
Net current assets 159.2 108.7 421.1 3683
Total assets less current liabilities 597.8 547.9 679.1 6300
Creditors: Amounts falling due after more than one year
Borrowings 15 (81.7) (51.0) (68.3) (355)
Other creditors 17 (0.8) 0% (0.2) (1.0)
Pravisions for liabilities and charges 18 (50.0) {45.8) (9.3) (8.8)
Net assets ‘ 465.3 4502 601.3 5847
Capital and reserves
Called up share capital 20 217.2 2164 217.2 2164
Share premium account 21 99.6 97.2 99.6 972
Revaluation reserve 21 17.3 177 6.7 6.3
Associated undertakings’ reserves 21 (11.5) 40 - -
Profit and loss account 21 142.5 [15.6 277.8 2648
Shareholders’ funds 465.1 4509 601.3 584.7
Equity minority interests 0.2 0.7 - -
465.3 450.2 601.3 5847

The accounts were approved by the Board of Directors on |0th June 1997 and signed on its behalf by:

D ) Davies DC‘\«@M

Directors

T2 mzﬂ;

Whe notes on pages 51 to 67 form an integral part of the accounts.

Il N Sheldrick
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Consolidated Cash Flow Statement

for the year ended 31st March 1997

Reconciliation of operating profit to net cash inflow
from operating activities

Operating profit

Depreciation charges

Profit on sale of tangible fixed assets and investments
Profit of associated undertakings less dividends received
Decrease / (increase) in owned stocks

Increase in debtors

Increase / (decrease) in creditors and provisiens

Net cash inflow from operating activities

Cash Flow Statement

Net cash inflow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure and financial investment

Acquisitions and disposals
Jnvestment in subsidiary undertakings and purchase of businesses
Net investment in and financing loans to associated undertakings

Net cash outflow for acquisitions and disposals

Equity dividends paid
Net cash outflow before use of liquid resources and financing

Management of liquid resources

Financing
lssue and purchase of ordinary share capital
Increase in borrowings

Net cash inflow from financing

Increase in cash in the period

Reconciliation of net cash flow to movement in net debt

Increase in cash in the period
Cash inflow from increase in borrowings
Cash outflow from term deposits included in ligquid resources

Change in net deb resuting from cash flows
Translation difference

Movement in net debt in year
Net debt at beginning of year

Net debt at end of year

The notes on pages 51 to 67 form an integral part of the accounts.
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23

24

24

24
24

24

24
24

25

25

25
25

1997 1996
£ million £ millicn
116.3 [11.0
40.6 33.0
(1.7) .
(16.9) (20.8)
0.3 (202)
(32.3) @.1)
18.1 (8.0)
124.4 86.0
124.4 86.0
6.2 2.0)
(18.2) (14.8)
(77.6) (53.3)
(25.9) (LY
0.7 (27.5)
(25.2) (138.6)
(319 (27.3)
(22.3) (150.0)
(0.8) (20)
3.2 L1174
45.7 447
48.9 162.1
25.8 10.1
25.8 0.1
(45.7) (44.7)
0.8 20
(19.1) (326)
9.6 08
(9.5) (18)
(134.2) (102.4)
(143.7) (1342)




Total Recognised Gains and Losses

for the year ended 31st March 1997

1997 1994
£ million £ million
Profit attributable to shareholders 77.9 700
Currency translation differences on foreign currency net investments (27.3) 70
Total recognised gains and {osses relating to the year 50.6 770
Note of Historical Cost Profits and Losses
for the year ended 31st March 1997
1997 1996
£ million £ million
Reported profit on ordinary activities before taxation 108.3 1022
Difference between historical cost depreciation and actual (0.2) (0.2)
Historical cost profit on ordinary activities before taxation 108.1 1020
Historical cost retained profit 44.1 384
M in Shareholders’ Fund
ovement 1n arénoiders undas
Kor the year ended 3)st March 1997
1997 1996
£ million £ million
“rofit attributable to shareholders 71.9 700
Dividends _ (33.6) (314
Retained profit for the year 44.3 386
_urrency translation differences on foreign currency net investments (27.3) 70
~lew share capital subscribed 3.2 1179
soodwill written off in respect of acquisitions and joint ventures (6.0) (52.8)
-let addition 1o shareholders' funds 14.2 70.7
Dpening shareholders' funds 450.9 380.2
Zlosing shareholders’ funds 465.1 450.9

e notes on pages 51 to 67 form an integral part of the accounts.
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Accounting Policies

for the year ended 3tst March 1997

Accounting convention: The accounts are prepared in accordance with appiicable accounting standards under the historical cost
convention as modified by the revaluation of certain land and buildings.

Basis of consolidation: The consolidated accounts comprise the accounts of the parent company and all its subsidiary undertakings and
include the group’s interest in associated undertakings.

The results of companies acquired or disposed of in the year are dealt with from or up to the effective date of acquisition or dlisposal
respectively. The net assets of companies acquired are incorporated in the consolidated accounts at their fair values to the group at the date
of acquisition, Goodwili arising on acquisitions is taken to reserves.

The parent company has not presented its own profit and loss account as permitied by section 230 of the Companies Act 1985.
Turnover: Comprises all invoiced sales of goods and services exclusive of sales taxes.

Foreign currencies: Profit and loss accounts in foreign currencies and cash flows included in the cash flow statement are translated into
sterling at average exchange rates for the year. Foreign currency assets and liabilities are translated into sterfing at the rates of exchange at the
balance sheet date. Gains or losses arising on the translation of the net assets of overseas subsidiaries and associated undertakings are taken
to reserves, less exchange differences arising on related foreign currency borrowings. Other exchange differences are taken to the profit and

loss account.
Research and development expenditure: Charged against profits in the year incurred.

Depreciation: Freehold land and certain office buildings are not depreciated. The group's policy is to maintain these properties in such
condition that their value does not diminish and the cost of maintenance is charged to operating profit. Other fixed assets are depreciated on
a straight line basis at annual rates which vary according to the class of asset, but are typically, leasehold property 2% (or at higher rates based
on the life of the lease), freehold buildings 3.33%, plant and equipment 10% - 33%.

Leases: The cost of assets held under finance leases is included under tangible fixed assets and the capital element of future lease payments is
included in creditors. Depreciation is provided in accordance with the group's accounting policy for the class of asset concerned. Lease
payments are treated as consisting of capital and interest elements and the interest is charged to the profit and loss account using the annuity
method. Rentals under operating leases are expensed as incurred.

Grants in respect of capital expenditure: Grants received in respect of capital expenditure are included in creditors and released to the
profit and loss account in equal instalments over the expected useful lives of the refated assets.

Precious metal stocks: Stocks 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, Leased metal is valued at market prices at the balance sheet
date. Other precious metal stocks owned by the group, which are unhedged, are vaiued at the lower of cost and net realisable value.

Other stocks: These are valued at the lower of cost, including attributable overheads, and net realisable value.

Deferred taxation: Provided using the liability method on all timing differences to the extent that they are expected to reverse in the
foreseeable future.

Pensions and other retirement benefits: The group operates a number of contributory and non-contributory schemes, mainly of the
defined benefit type, which require contributions to be made to separately administered funds. The cost of these schernes is charged to profit
and loss account over the service lives of employees in accordance with the advice of the schemes’ independent actuaries.Variations from the

regular cost are spread over the average expected remaining service lives of current employees.

The cost of post-retirernent health care benefits is charged to profit and loss account on a systematic basis over the expected service lives of
employees, The actuarial fability for the cost of these benefits is fully provided for in the balance sheet.
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Notes on the Accounts

for the year ended 31st March 1997

I Segmental information

Turnover Qperating profit Net operating assets
1997 1996 1997 1996 1997 1996
Activity analysis £ million £ millien £ million £ million £ million £ million
Precious Metals 1,717.9 1,933.3 44.0 422 186.9 194.6
Catalytic Systemns 361.6 3378 34.1 262 133.3 160.0
Electronic Materials 343.7 2578 30.9 255 220.9 154.1
Cookson Matthey Ceramics plc 156.9 156.7 5.3 238 76.0 909
Corporate - - (9.5) e.n (8.1) (17.5)
2,580.1 26856 114.8 108.6 609.0 5821
Discontinued operations - - 1.5 24 ' - 23
2,580.1 2,685.6 116.3 [11.0 609.0 5844
Less share of Cookson Matthey
Ceramics ple turnover (156.9) (156.7)
Total group turnover 2,423.2 25289
Net interest (8.0) (8.8)
Profit on ordinary activities before taxation 108.3 102.2
Net borrowings (143.7) (1342
Net assets 465.3 4502
Turnover Operating profit MNet operating assets
1997 19%6 1997 1994 1997 1996
Geographical analysis by origin £ million £ million £ million £ million £ million £ million
Europe i,565.8 1,930.1 41.8 525 307.5 3343
North America 842.3 8449 61.4 444 228.7 [56.1
Rest of the World © 573.2 3557 1.6 1.7 72.8 917
2,981.3 3,1307 114.8 108.6 609.0 582.1
Discontinued operations - - [.5 24 - 23
2,981.3 31307 [16.3 .o 609.0 584.4
Less inter-segment sales (401.2) (445.1)
2,580.1 2,685.6
Less share of Cookson Matthey
Ceramics plc turnover (156.9) (i56.7)
Total group turnover 2,423.2 25289
Net interest (8.0) (8.8)
Profit on ordinary activities before taxation 108.3 1022
Net borrowings (143.7) (1342)
Net assets 465.3 450.2
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Notes on the Accounts

for the year ended 31st March 1997

! Segmental information continued

1997 1996
External turnover by geographical destination £ million £ million
Europe 2i3.6 1,149.8
North America 261.0 1,033.6
Rest of the World 705.5 5022

2,580.1 2,685.6
Less share of Cockson Matthey Ceramics plc turnover (156.9) (156.7)
Total group turnover 2,423.2 25289

The segmental information relating to turnover includes the group’s share of the turnover of Cookson Matthey Ceramics ple.
Operating profit is inclusive of the group’s share of profits of all associated undertakings.

Turnover by destination relating to the United Kingdom amounted to £5734 million (1996 £769.9 million).

2 Operating profit of continuing operations

1997 1996
£ million £ million

Group turnover ’ 2,423.2 2,528%
Cost of materials sold (1,949.2) (2,132.8)
Net revenues 474.0 396.1
Other cost of sales (278.1) (215.5)
Gross profit 195.9 180.6
Distribution costs (46.0) (46.7)
Administrative expenses (50.5) (48.8)
Share of operating profits of associated undertakings 15.4 235
Operating profit of continuing operations 114.8 1086

3 Discontinued operations
The operating profit of discontinued operations relates to Matthey Rustenburg Refiners (Pty) Limited, an associated undertaking. The
group's 49% interest was disposed of on 31st December 396,

4 Net interest

1997 1996
£ million £ illion |

Interest payable on bark loans and overdrafts {5.6) (10.7)
Interest payable on other loans (4.2) (0.3}
(9.8) (11.0)

Interest receivable from Cookson Matthey Ceramics plc 10.2 83
Other interest receivable 3.3 30
Net interest - group 3.7 0.3
Share of net interest of associated undertakings - payable to group (10.2) (83)
Share of net interest of associated undertakings - other (1.5) (0.8
Net interest (8.0) (8.8)

52 Johnson Matthey



Notes on the Accounts

for the year ended 31st March 1997

5 Profit on ordinary activities before taxation

1997 1996
£ million £ million
Profit on ordinary activities before taxation is arrived at after charging / (crediting):

Research and development 329 346
less share of Cookson Matthey Ceramics pic (3.6) (32
less external funding received (3.9) (C10)!
Net research and development 25.4 264
Depreciation on owned assets 40.6 33
Auditer’s remuneration - parent company 0.3 0.3
- subsidiary undertakings 0.6 0.6

- group 0.9 09

Other fees paid to auditor - United Kingdomn 0.1 03
- rest of world 0.1 02

Operating lease rentals - on plant and machinery 2.6 36
- on other operating leases 7.2 72

Directors’ fees were £0.1 million (1996 £0.1 million) and other emoluments were £2.2 million (1996 £1.8 million). Details are given in the
MDRC report on pages 37 to 44,

6 Taxation

1997 1996
£ million £ million £ millicn £ milfion
United Kingdom
Corporation tax at 33% (1996 33%) 20.0 4.2
Double taxation relief 6.9 (3.8)
Net advance corporation tax set off in year (1.5) 02
Current taxation for year 12.1 ) 1.2
Deferred taxation for year 0.1 09
12,2 .1
Overseas
Taxation on income for the year 6.3 9.5
Withholding tax deductions on overseas income 0.1 0.3
Current taxation for year 6.4 9.8
Deferred taxation for year 6.3 4.2
12.7 140
Associated undertakings 4.3 54
Total taxation 29.2 ” 305

The group’s average tax rate was 27.0% (1996 29.9%).
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Notes on the Accounts

for the year ended 31st March 1997

7 Earnings per ordinary share )

Profit for the vear attributable to shareholders, less preference dividends, is £77.9 million (1996 £70.0 emillion). This is divided by the
weighted average number of shares in issue calculated as 216,507,894 (1996 203,153,302) to give basic earnings per share of 36.0 pence
{1996 34.4 pence).

& Dividends

1997 1996

£ million £ million

3.5% Cumulative preference dividend paid £10,500 (1996 £10,500) - -
Interim ordinary dividend paid - 4.7 pence per share (1996 44 pence per share) 10.2 9.5
Final ordinary dividend proposed - 10.8 pence per share (1996 10.1 pence per share) 23.4 219
Total dividends 33.6 314

Johnson Matthey Share Retention Limited, as trustee for the employee benefit trust (described on page 41), waived its dividend
entitlement, with the exception of 0.02 pence per share, on its holding of 91,423 ordinary shares of £1 each for the year ended
31st March 1997 (1996 0.01 pence).

9 Employee information
9a Retirement benefits

(i) United Kingdom pension scheme

The group's UK pension scheme is of the defined benefit type which requires contributions to be made to a separately administered fund.
At Lst April 1994, the date of the latest actuarial valuation, the market value of the UK scheme's assets was £376.9 millien, the actuarial
value of which represented |157% of the liability for benefits that had accrued to that date, making full allowance for future salary and
pension increases and after taking into account the special increase in pensions introduced as of st May 1995.This represents an actuarial
surplus of £132.0 million which, following actuarial recornmendations, has permitted the company 10 suspend contributions for the
foreseeable future. A surplus cannot be refunded to the company except by dissolution of the scheme in accordance with the rules of the
scheme and relevant legislation. Rates used at the last actuarial valuation at |st April 1994 were as follows:

per annum
Long term rate of investrnent return 8.0%
Dividend increase rate 4.0%
General salary and wage inflation rate 6.0%
Pension increase rate 4.0%

In accordance with the applicable accounting standard, the surplus on the group’s UK pension fund-has been spread over the average of
the expected remaining service lives of current employees (12 years) as a variation from regular cost. The regular pension cost is assessed
using the projected unit method.

(ii) Foreign schemes

Pension costs relating to foreign schemes are charged in accordance with local best practice using different accounting policies. The group’s
largest foreign scheme is in the US, which is of the defined benefit type and which requires contributions to be made to a separately
administered fund. This scheme is accounted for using the applicable US accounting standard. The cost of obtaining actuarial valuations for
the purpose of adjusting to the applicable UK accounting standard is considered to be out of proportion to the benefits to be gained.

(i) Other retirement benefits

These costs are charged on an accruals basis similar to that used for pensions. The actuarial liability for the cost of these benefits is fully
provided for in the balance sheet.
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Notes on the Accounts

for the year ended 315t March 1997

%a Retirement benefits continued

(iv) Profit and loss account and balance sheet impact of providing retirement benefits
The effect of providing pensions and other retirement benefits on operating profit was as follows:

United Kingdom

Regular pensicn cost

Variation from regular cost

Interest on prepayment

Cost of post-retirement medical benefits

Overseas
Cost of foreign pension schemes
Cost of post-retirement medical benefits

The following prepayments and provisions relating to pension schemes and other post-

parent company's balance sheets:

Prepaid pension costs in the UK
Provision for foreign pensions

Provision for post-retirement medical benefits - UK
Provision for post-retirement medical benefits - overseas

9b Employee numbers

The average weekly number of employees during the vear was as follows:

Precious Metals

Catalytic Systems

Electronic Materials

Cookson Matthey Ceramics ple
-Research and Corporate

less share of Cookson Matthey Cerarnics ple

Miverage number of employees

“\ctual number of employees at 31st March
—ess share of Cookson Matthey Ceramics plc

nctual number of employees at 31st March

1997
£ million

71.4

3.8
2.9
12.5

Group
1996
£ million

59.9

4.3
27
24

“he number of temporary employees included above at 31st March 1997 was 774 (1996 369),

1997 1996

£ million £ million
(4.9) (4.6)
i1.6 12.3
4.8 39
(0.3) (03)
1.2 1.3
(3.0) (2.4)
(0.9) 09)
7.3 80

retirement benefits are included in the group and

Parent company

1997 19%6
£ million Emiillion
7i.4 599
2.9 27
1997 1996
2,038 2,042
i,183 1,106
4,026 2216
1,472 1,44
205 260
8,924 7,065
(1,472) (1,441)
7,452 5,624
9,737 8,286
(1,573) (1,447)
8,i64 6,839
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Notes on the Accounts

for the year ended 31st March 1997

9¢ Employee costs

1997 1996

£ million £ milion

Wages and salaries 166.5 1343
Social security costs 15.7 14.4
Other pension costs (7.3) 8.0
Total employee costs 174.9 140.7

10 Fixed assets - tangible assets
1 0a Asset revaluations

In March 1995 asset revaluations were carried out by jones Lang Wootton, Chartered Surveyors, independent professional valuers, on
group freehold land and buildings and short leasehold, having a total valuation of £75.2 million (parent company £41.1 million) and

£0.1 milion (parent company £0.1 million) respectively. The basis used was open market value for existing use or depreciated
replacemnent cost whichever was considered the more appropriate basis in accordance with the RICS Statement of Asset Valuation
Practice and Guidance Notes. included were assets valued at depreciated replacement cost of £23.8 million in the group and £4.7 million
in the parent company (1996 £25.3 million and £4.7 million respectively).

10b Group

Freehcld

land & Short Plant &

buildings leasehold machinery Total

£ million £ million £ million £ million
Cost [ Valuation
At beginning of year 223 162 3708 509.3
Purchases 37 e 774 821
Acquisitions - - 1.0 1.0
Reclassifications 04 - (04 -
Disposals - - {6.6) (6.6)
Exchange adjustments 8.1 1.8) (28.7) (38.6)
At end of year 1183 15.4 4135 5472
Depreciation
At beginning of year 56 4.5 1604 [70.5
Charge for the year 3.3 [.5 358 40.6
Disposals - - 54 54
Exchange adjustments (0.6} ©5) (11.8) (12.9)
At end of year 8.3 55 179.0 192.8 |
Net book value at 31st March 1997 110.0 9.9 234.5 354.4
Net book value at 31st March 1996 1167 1.7 2104 3388
Historical cost at 3|st March 1997 [2).4 155 4135 5508
Accumulated historical depreciation 280 6.1 1790 2131
Historical net book value at 31st March 1997 93.4 9.8 234.5 337.7

Freehold land and buildings of £44.7 million included above are not depreciated.
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Notes on the Accounts

for the year ended 31st March 1997

10c Parent company

Freehald
land & Shert Plant &
buildings leasehold machinery Total
£ million £ million £ million £ million
Cost /Valuation
At beginning of year 469 13 87.1 1353
Purchases 0.1 - 7.3 74
Acquisitions - - 1.0 Lo
Transfers from subsidiary undertakings - - 08 0.8
Disposals - - (29) (2.9
At end of year 47.0 1.3 933 141.6
Depreciation
At beginning of year 1.0 04 45.0 464
* Charge for the year 08 - 8.0 8.8
Transfers from subsidiary undertakings - - 05 05
™ Disposals - - (2.5) (2.5)
. Atend of year 18 04 510 532
_ Net book value at 31st March 1997 45.2 0.9 2.3 88.4
" Net book value at 31st March 1996 459 03 421 889
" Historical cost at 31st March 1997 476 18 933 1427
- Accumulated historical depreciation 2.0 1.0 510 61,0
. Historical net book value at 31st March 1997 38.6 0.8 42.3 8.7
Freehold land and buildings of £32.5 million included above are not depreciated,
Il Fixed assets - investments
I'la Group
Share of Investments
net assets of Loans to Investment in fistedt on
Cookson Matthey  Cookson Matthey other associated stock exchanges Unlisted
Ceramics ple Ceramics plc undertakings overseas investments Total
£ million £ million £ million £ million £ million £ million
-At beginning of year (39.1) 1300 50 32 1.3 100.4
-Additions - - l.& - - l.6
Disposals - - (2.6) (1 - (3.8}
=Soodwill written off 42 - - - - 42
—xchange adjustments 9.5} - 09 - ©.n (10.5)
—rofits / (losses) retained for the year {1.2) - 19 - - 0.7
At end of year (54.0) 130.0 5.0 2.0 1.2 84.2

“he market value of investments listed on overseas stock exchanges was £5.2 million (1996 £7.0 million).

Johnson Matthey 57




Notes on the Accounts

for the year ended 31st March 1997

| Ib Parent company

Cost of Investments
Investment in Loans to Investment in investment in listed on
Cookson Matthey — Cookson Matthey other associated subsidiary stock exchanges
Ceramics plc Ceramics plc undertakings undertakings overseas Total
£ million £ million £ million £ miflion £ million £ million
At beginning of year 363 1300 22 1.1 32 1728
Transfer to subsidiary undertaking - - - - (32) (32)
At end of year 363 130.0 2.2 1.1 - 169.6
The market value of invesiments listed on overseas stock exchanges was £ nil (1996 £7.0 million).
The principal subsidiary undertakings are shown on page 67.
| Lc Associated undertakings
Percentage
holding of Principal
\ssued ordinary operating
share capital share capital country
%
Cookson Matthey Ceramics plc ® £69,000,000 50 England
Johnson Matthey HICOM Sdn. Bhd. * MYR 12,000,000 50 Malaysia
Arora-Matthey Limited INR. 19,920,000 40 India
KonserQ Limited * £1,001,000 50 England
AnorMED Inc. C$33,466,260 40 Canada

Matthey Pharmaceutical Alikaloids, LLC. operating in USA, has members’ capital of US$730,000 of which the group has a 50% holding,

# |nvestments directly held by parent company.

The group’s cost of investment in sssociated undertakings amounted to £77.5 million

(1996 £168.5 million).

The principal operating country is also the country of incorporation for each associated undertaking.

johnson Matthey's 50% share of Cookson Matthey Ceramics plc’s results and assets employed was as follows:

Turnover

Net revenues
Operating profit
Profit before tax

Capital expenditure
Depraciation

Shareholder loans - debentures
Shareholders’ funds

Assets employed
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(1996 £76.8 million), parent company £168.5 miflion

Year ended Year ended

31st March 1997 3lst March 1996
£ million £ million

156.9 156.7

86.9 93.6

15.3 238

3.0 4.2

14.8 [5.1

5.0 48

3tst March 1997 3ist March 1996
£ million £ miliion

130.0 1300
(54.0) (39.1)

76.0 9035




Notes on the Accounts

for the year ended 31st March 1997

12 Transactions with related parties

The group’s related parties are its associated undertakings described in note !¢, Matthey Rustenburg Refiners (Pty) Limited was an
associated undertaking and a related party until 31st December 1996 when the group’s 49% interest was sold,

During the year the group supplied precious metals to a value of £9.6 million to Cookson Matthey Ceramics ple, a joint venture ceramics
materials business with Cookson Group plc, management services amounting to £4.2 million, and sold fixed assets of £0.2 million. The
group purchased £0.7 million of gold and rhodium resinates and other materials. Total balances receivable from Cookson Matthey
Ceramics pic at 31st March 1997 were £2.1 million.

During the year the group supplied catalysts of £0.3 million and precious metals of £0.5 miliion to johnson Matthey HICOM Sdn. Bhd,

a joint venture autocatalyst business. Total balances receivable from johnson Matthey HICOM Sdn. Bhd. at 3 1st March 1997 were
£0.7 milion.

During the year the group supplied precious metals of £32,000 to Arora-Matthey Limited. Total balances receivable from Arora-Matthey
Limited at 31st March 1997 were £8,000.

During the year the group made service charges of £28,000 to KonserQ Limited. Total balances receivable from KonserQ Limited at
3lst March 1997 were £115,000,

During the year the group made service charges of £186,000 and sold £328,000 of plant and machinery to AnorMED Inc. Total balances
~eceivable from AnorMED Inc. at 31st March 1997 were £86,000.

uring the year the group supplied finished opiate products to a vaiue of £89,000 to Matthey Pharmaceutical Alkaloids, LL.C. The group
Surchased fixed assets at a cost of £0.9 million which it then transferred to Matthey Pharmaceutical Alkaloids, L.L.C. on a finance lease
Agreement, under which capital repayments of £1 1,000 and income of £13,000 were received, Total baiances receivable from Matthey
~harmaceutical Alkaloids, LL.C. at 3Ist March 1997 were £1.| miliion which includes the finance lease capital debtor under one year of
= 19,000 and over one year £853,000.

3 Stocks

Group Parent company
1997 1996 1997 1996
£ million £ million £ milfion £ million
-aw materials and consumables 20.9 303 4.9 29
Vork in progress - precious metals 107.4 120.6 89.7 90,9
- other 284 189 4.8 44
nished goods and goods for resale 28.6 274 7.8 5.2
=otal stocks 185.3 197.2 107.2 1104

he group also holds customers’ materials in the process of refining and fabrication and for other reasons,
=rent company precious metals includes net metal lent to subsidiary and associated undertakings.
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for the year ended 31st March 1997

|14 Debtors

Debtors: due within one year

Trade debtors

Amounits owed by subsidiary undertakings
Amounts owed by associated undertakings
Other debtors

Prepayments and accrued income

Debtors: due after one year

Prepaid pensions

Amounts owed by subsidiary undertakings

Finance lease receivable from associated undertaking
Other debtors

I5 Borrowings

Borrowings falling due after more than one year
Bank and other loans repayable by instalments
From two to five years
From one to two years
Bank and other loans repayable otherwise than by instalments
6.36% LS Doltar Bonds 2006
Other after five years
From two to five years
From one to two years

Borrowings falling due after more than one ysar

Borrowings falling due within one year
Bank and other loans
Redeemable preference shares

Borrowings falling due within one year

Total borrowings

Less cash and deposits

Net borrowings

Bank and other loans include £1.5 million (1996 £2.3 million) secured on the assets of a subsidiary unde
denominated in various currencies and bear interest at commercial rates. The aggregate amount of loans which are repayable by

instaiments is £ nil (1996 £2.3 million).
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Group Parent company
1997 1996 1997 1996
£ million £ million £ million £ miflion
i
144.3 1371 329 374
- - 394.0 3624
3.4 7.2 2.2 63
15.4 138 7.0 52
i6.1 120 6.3 4.1
179.2 1701 442.4 4154
71.4 59.% 714 599 .
- - 0.5 0.8
0.9 - - -
0.8 0.9 - -
73.1 60.8 71.9 607
Group Parent ¢company
1997 1996 1997 1996
£ million £ million £ million £ million
- 12 - -
- 03 - .
60.9 - 60.9 -
5.2 57 - -
10.7 268 7.4 19.2
4.9 7.0 - 16.3
81.7 51.0 68.3 355
24.2 185 2.2 29
100.0 1000 - -
124.2 1185 2.2 29 |
205.9 1695 70.5 384"
62.2 35.3 19.1 06
143.7 134.2 51.4 378

rtaking. The loans are



Notes on the Accounts

for the year ended 31st March 1997

[6 Precious metal leases

Precious metal leases are rental and consignment stock arrangements under which banks provide the group with precious metals for a
specified period and for which the group pays a fee. The group holds sufficient precious metal stocks to meet all the obligations under

these fease arrangements as they come due.

17 Other creditors

Amounts falling due within one year
Trade creditors

Amounts owed to subsidiary undertakings
Amounts owed to associated undertakings
Current corporation tax

Other taxes and social security costs
Payment due for acquisitions (note 26)
~Other creditors

-Accruals and deferred income

Dividends

Total other creditors falling due within one year

Mumounts falling due after more than one year
=\mounts owed 1o subsidiary undertakings
ther creditors

Notal other creditors falling due after more than one year

8 Provisions for liabilities and charges
8a Group

-t beginning of year
~change adjustrments
Rilised

“harge for year

ut end of year

Bb Parent company

= beginning of year
“ilised
"arge for year

X end of year

Group Parent company
1997 i9%6 1997 1996
£ million £ million £ miillion £ million
74.7 782 14.0 19.6
- - 127.0 1258
0.1 - - -
22.7 24,1 1.7 1.7
4.5 39 1.5 09
2.0 264 2.0 -
223 4.2 5.2 25
44.2 431 145 158
23.4 219 23.4 219
193.9 2108 1953 [98.2
- - 0.2 1.0
0.8 09 - -
0.8 09 0.2 1.0
Deferred
Retirement Other taxation
benefits provisions (note 19) Total
£ million £ million £ miliion £, million
194 9.6 6.8 45.8
(1.2) (0.6) (0.6) (2.4)
(2.5) (1.7) - 42)
35 09 6.4 10.8
19.2 8.2 22,6 50.0
Deferred
Retirement Other taxation
benefits provisions {note 19) Total
£ million £ million £ million £ million
27 2.1 40 88
©.1) - - ©.1)
0.3 02 0.1 0.6
2.9 2.3 4.1 2.3
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Notes on the Accounts

for the year ended 3 Ist March 1997

19 Deferred taxation

Group Parent company

Full potential Full potential

Provision liability Provision liability

£ million £ million £ million £ million

Timing differences on fixed assets 22.3 22.9 4.1 4.2

Timing differences on stock 0.3 0.3 - -

Deferred capital gains - 1.1 - 1.}
Advance corporation tax not utilised - (30.5) - {30.5)
22.6 {6.2) 4.1 (25.2)

No account has been taken of taxation which would be payable if the retained profits of overseas subsidiary and associated undertakings
were distributed.

20 Called up share capital

1997 1996
Allotted issued Allotted issued
Authorised fully paid Authorised fully paid
£ miilion £ million £ million £ million
3.59% Curnulative preference shares of £1 each 0.4 0.3 04 0.3
Ordinary shares of £] each 291.6 216.9 2916 216.1
Total called up share capital 292.0 217.2 2920 2164

The number of ordinary shares in issue at 31st March 1937 was 216,894,628 (1996 216,111,868).

During the year ended 31st March 1997, current and former senior executives exercised their options to subscribe for a total of 782,760
ordinary shares at prices from 276.53 pence per share 1o 578.89 pence per share.

Since 31st March 1997 three executives and former executives have exercised options to subscribe for 16,741 ordinary shares. As a
consequence, a further £51,158 has been eredited to the share premium account. Therefore, as at 31st May 1997 after completing these
allotments there were 21691 1,369 ordinary shares in issue.

Certain directors and senior executives have options under the group's executive share option schemes giving them the right to subscribe
for a total as at 31st May 1997 of 4,187,960 ordinary shares, exercisable at various times up to the year 2007 at prices from 27653 pence
per share to 608.50 pence per share.

With the exception of 3.5% curnulative preference shares, the company has no non-equity share capital,
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Notes on the Accounts

for the year ended 315t March 1997

21 Reserves

2}a Group
Share Assaciated Profit &
premium Revaluation undertakings’ loss
account reserve reserves account,
£ million £ million £ million £ million
At beginning of year 97.2 177 4.0 1156
Exchange adjustments - {0.6) (104 (l16.3)
Premium on shares issued 24 - - -
Retained profit for the period - - 0.7 43.6
Goodwill written off in respect of acquisitions and joint ventures - - 42 {1.8)
Transfers and other movements - 0.2 {1.6) 14
At end of year 99.6 17.3 (11.5) i42.5

At 31st March 1997, the cumulative amount of goodwill, net of goodwill relating to disposals, charged against profit and loss account was
£148.0 million (1996 £146.2 million), and against associated undertakings’ reserves £8.3 million (1996 £4.] million).

In the group accounts, £12.2 million of net exchange gains (1996 £4.0 million losses) on foreign currency borrowings have been offset in
reserves against exchange losses (1996 gains) on the translation of the related net investment in overseas subsidiaries.

21b Parent company

Share Profit &

premium Revaluation loss

account reserve account

£ million £ million £ million

At beginning of vear 97.2 6.3 264.8
Premium on shares issued 24 - -
Retained profit for the period - - 150
Goodwill written off in respect of acquisitions and jeint ventures - - (1.6)
Transfers and other movements - 04 (04
At end of year 29.6 6.7 277.8

The parent company's profit for the financial year was £48.7 million (1996 £38.0 million).

Johnson Matthey 63




Notes on the Accounts

for the year ended 31st March 1997

22 Commitments, guarantees and contingent liabilities

Group Parent company
1997 1996 1997 1996
£ million £ raillion £ million £ million
Commitments
Future capital expenditure
Contracted 1.8 32 - 08
Authorised but not contracted 2.3 45 0.8 2.6
Annual commitrnents under operating leases
Leases of land and buildings terminating
Within one year 0.5 05 - -
In one to five years 3.1 35 - -
Over five years 3.0 34 2.5 2.5
Other leases terminating
Within one year 0.6 0.6 0.2 03
In one to five years 1.7 1.8 0.6 0.5
Guarantees
Guarantees of subsidiary undertakings’ borrowings - - 118.6 1145
Guarantees of associated undertakings’ borrowings 2.7 39 2.7 39
Other guarantees 1.1 1.0 1.1 02

Contingent liabilities

In August 1993, Generai Motors Corporation (GM) issued proceedings against Johnson Matthey in the United States alleging breach of
contract and various other matters. Johnson Matthey vigorously rejects all GMs allegations which it does not believe have any substance
and has filed several counterclaims. The directors are of the opinion, relying on legal advice, that GM's allegations will not prevail.

23 Profit of associated undertakings less dividends received

1997 1996
£ million £ nillion
Share of operating profits of continuing associated undertakings 15.4 235
Dividends from associated undertakings - 5.0
Profit of continuing associated undertakings less dividends received 15.4 18.4
Share of operating profits of discontinued associated undertaking 1.5 24
Profit of associated undertakings less dividends received 16.9 208
24 Gross cash flows
24a Returns on investments and servicing of finance
1997 1996
£ million £ million
Interest received from associated undertakings 10.2 59
Interest received 3.5 30
Interest paid (1.5 (10.9)
Net cash inflow / (outflow) for returns on investments and servicing of finance 6.2 (2.0)
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Notes on the Accounts

Sr the year ended 31st March 1997

~4b Capital expenditure and financial investment

Surchase of tangible fixed assets
Purchase of fixed asset investments
—inance lease to associated undertaking
sale of tangivle fixed assets

sale of fixed asset investments

Sale of short term investments

~let cash outflow for capital expenditure and financial investment

24c Cash flows on acquisitions and disposals

£ million
nvestment in subsidiary undertakings

ash acquired with subsidiary undertakings
Surchase of businesses (hote 26)

nvestment in associated undertakings (1.3)
_oans to associated undertakings
Sale of investment in associated undertakings (note 27) 2.0

INet cash outflow for acquisitions and disposals

24d Management of liquid resources

-Cash paid into term deposits of less than a year
Cash withdrawn from term deposits of less than a year

Net cash outflow from management of liquid resources

24e Financing

£ million

Issue of ordinary share capital
Purchase of own shares

Increase in borrowings falling due within one year 9.8
Increase in borrowings falling due after more than one year 35.9

Net cash inflow from financing

1997
£ million

(81.1)

(0.9
0.9
2.9
0.6

(77.6)

1997
£ million

{25.9)

(25.9)

0.7

(25.2)

1997
£ million

(6.6)
5.8

(0.8)

1997
£ million

3.2

3.2

45.7

48.9

1996
£ million

(51.0)
(32)

0.5

04
(53.3)

1996
£ million £ million

(113.0)
23
(04)

(L)
(1.0)
(26.5)

(27.5)
(138.6)

1996
£ million

(85)
65

2.0)

199¢
£ million £ million

1179
(05)

1174
44.2
0.5

44.7
t62.1
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Notes on the Accounts ‘

for the year ended 31st March 1997

25 Analysis of net debt

Borrowings Borrowings Borrowings
Cash at due within due within due after
bank and one year one year more than
in hand - overdrafts - ather one year Total
£ million £ million £ million £ million £ miflion
At beginning of year 353 B2 (109.3) 51O (1342)
Cash fiow
From cash and overdrafts 283 (2.5) - - 258
From borrowings - - (9.8) (359} (45.7)
From term deposits 0.8 - - - 0.8 3
Net cash flow 29.1 (2.5) (9.8) (35.9) (19.1)
Other non cash changes - - (14) .4 -
Effect of foreign exchange rate changes (2.2) 0.7 7.3 38 9.6
At end of year 62.2 (11.0) (113.2) (81.7) (143.7)

26 Acquisitions and joint ventures

Payment for business acquired from Cray Research Inc. in the year ended 31st March 1996
On 31st March 1996 the group acquired the printed circuit board factory and related assets of Cray Research Inc, Payment of
£14.7 million was made on 5th April 1996, and the balance of £10.7 million was made on [9th December 1996,

Argentina

On 26th November 1996 the group entered into an agreement with Magneti Marelli Sp.A. to set up a joint venture company to
manufacture autocatalysts in Argentina. As part of this agreement the group agreed to purchase Magneti Marelli's autocatalyst plant

in Turin, parts of which will be utilised in the construction of the facility in Argentina, and associated goodwill The consideration was
£2.3 million, £0.3 million payable immediately and £2.0 million on completion of the joint venture in Argentina, and £0.3 million of
accrued costs. The fair value of the equipment purchased is estimated at £1.0 million resulting in goodwill of £1.6 million. This has been
accounted for by acquisition accounting.

Mexico
On 15th June 1996 the group acquired the business of Technologia Electronica De Juarez for consideration of £0.] million and costs of
£0.1 million, giving goodwill of £0.2 millian. This has been accounted for by acquisition accounting,

AnorMED Inc,

On 28th June 1996 the group entered into a joint venture for the further development of its biomedical research activities, The group has
a 40% share and the balance is owned by a number of institutional and private investors and management. The group's investment is
being accounted for as an associated undertaking,

Acquisitions by Cookson Matthey Ceramics plc

In April 1996 Cookson Matthey Ceramics plc acquired the Brazilian interests of Zirfid S.A. The operations, which supply colours, glazes
and other materials to the tile industry, were acquired for a cash consideration of US$16 million. Cookson Matthey Ceramics plc acquired
a number of other businesses and increased its shareholding in certain subsidiary undertakings during the year, for a total consideration
of £4.3 million. The group's share of the goodwill arising on these transactions {including the Brazilian interests of Zirfid S.A.) amounted
to £4.2 million.

27 Disposals
On 31st December 996 the group disposed of its 49% interest in Matthey Rustenburg Refiners (Pty) Limited at book value for
£2.6 million, of which £2.0 million was received during the year.
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Principal Subsidiary and Associated Undertakings

Europe
SA. Johnson Matthey INV.
Johnson Matthey SA.
Johnson Matthey GmbH
Svenska Emissionsteknik AB
Johnson Matthey &
Brandenberger AG
*Cookson Matthey Ceramics plc (50%)
Matthey Holdings Limited

North America

Johnson Matthey Limited

Johnson Matthey de Mexico, S.A. de CV.

Johnson Matthey America LL.C.

Johnson Matthey Investments, Inc.

Johnson Matthey Inc.

fohnson Matthey Catalog
Cormnpany Inc.

Johnson Matthey Electronics, Inc.

The Alta Group Inc,

Advance Circuits, Inc.

Johnson Matthey Semiconductor
Packages, Inc.

Country of
incorporation
Belgium

France
Germany
Sweden

Switzerland
UK
UK

Canada
Mexico
USA
USA
USA

USA
USA
USA
USA

USA

Except where otherwise stated, all companies are wholly owned.,

*Associated undertakings (see note | lc on page 58).

Australia and New Zealand

Iohnson Matthey Limited

Johnson Matthey (Aust.)
Limited

Johnson Matthey (NZ) Limited

Asia

Johnson Matthey Hong Kong
Limited

*Arora-Matithey Limited (40%)

Johnson Matthey Japan Limited

Ryoka Matthey Corporation (50%)

* Johnson Matthey HICOM
Sdn. Bhd. (50%}

Johnson Matthey (Singapore)
Pte Limited

Johnson Matthey Korea Limited

South Africa
Johnson Matthey (Pty) Limited

All the subsidiary and associated undertakings are involved in the principal activities of the group.

All the above undertakings operate principally in their country of incorporation.

Country of
incorporation
Australia

Australia
New Zealand

Hong Keng
India
Japan
Japan

Malaysia

Singapore
South Korea

South Africa
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Five Year Record

1993 1994 1995 1996 1997
£ million £ million £ rmillion £ million £ million
Turnover
Parent and subsidiaries 1,853.7 |,955.0 22,1778 25289 2,423.2
Cookson Matthey Ceramics plc (50%) - - 97.1 156.7 156.9
Total 1,853.7 1,955.0 22749 2,685.6 2,580.1
Operating profit 71.6 816 100.4 110 116.3
Profit / (loss) on termination of operations 37 &7 - - -
Fundamental restructuring - (50 Q.7 - -
Profit before interest 753 69.9 99.7 (1.0 116.3
Interest (1.5) (4.6) (4.3) (8.8) (8.0)
Profit before tax 738 65.3 954 1022 108.3
Taxation (23.7) 20.7) (30.5) (305) (29.2)
Profit after tax 50.1 446 64.9 71.7 79.1
Equity minority interests 0.3 02) (1.0) (1.7) (1.2)
Profit attributable to shareholders 49.8 444 639 700 77.9
Dividends (1s.0 (21.8) (259) (314 (33.6)
Profit retained 307 226 380 386 44.3
Earnings per ordinary share - FRS 3* 26.5p 23.1p 329 344p 36.0p
Earnings per ordinary share
excluding exceptional items* 252p 270p 332p 34.4p 36.0p
Dividend per ordinary share 10.3p [14p 13.5p [4.5p [5.5p
Interest cover (times) 47.7 177 233 126 14.5
(Operating profit / net interest payable)
Dividend cover - net (times) 26 20 24 24 23

(Earnings per ordinary share / dividend per ordinary share)

*The earnings per ordinary share for 1995 and prior years have been adjusted for the benus element in the | for 8 rights issue made on
I9th September 1995.Tre actual cum rights price on the last day of quotation (13th September [995) was 581 pence per share.
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Five Year Record

“Summary Balance Sheet
Assets employed:

Tangible fixed assets
Investments in associates
Stocks

Debtors

Other creditors and provisions

Financed by:

Net borrowings
Shareholders’ funds
Equity minority interests

Capital employed

Capital expenditure
Depreciation

Average number of employees
Gearing

{Net borrowings / shareholders’

funds and equity minority interests)

Return on capital employed
(Operating profit / capital employed)

Return on assets
(Operating profit / average capital
employed and cumulative goodwill)

1993 1994 1995 1996 1997
£ million £ million £ millicn £ million £ million
2972 323.1 2727 3388 354.4
.1 [.1 709 100.4 84.2
170.3 1569 15346 197.2 185.3
1857 2072 190.9 2322 252.6
(232.8) (242.1) (207.5) (284.2) (267.5)
4215 446.2 480.6 5844 509.0
90.6 76.1 1024 1342 143.7
3300 368.7 380.2 4509 465.1
09 14 2.0) 07) 0.2
421.5 4462 480.6 5844 609.0
549 654 482 52.1 82.1
31.2 307 278 33.1 40.6
6,223 6,287 4,996 5624 7,452
27.4% 20.6% 27.1% 29.8% 30.9%
17.0% 18.3% 209% 19.0% 19.1%
17.2% 169% 19.4% | 7.4% 15.5%
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Shareholder Information :

Shareholder Analysis
Analysis of ordinary shzrehclders as at 31st March 1997
Number
By category of shares Percentage
Individuals 9,539,169 440
Investment and Unit Trusts 17,476,850 8.06
Industrial 19,804,634 9.13
Other corporate bodies 24467 646 11.28
Insurance companies 49,253,054 22.71
Pension funds 96,353,235 4442
216,894,628 100,00
By size of holding Number Number
of holdings Percentage of shares Percentage
[-1,000 4817 53.00 2,338.890 1.08
1,001-10,000 3519 3873 9,046,507 4.17
1G,001-100,000 504 555 16,475,989 7.60
100,001-1,000,000 204 224 64,194,148 29.60
1,000,001-5,000,000 41 045 77.663,688 3580
5,000,001 and over 3 0.03 47,175,406 2175
9,088 10000 216,894,628 100,00

CREST

CREST is the computer based share settlement system designed by the Bank of England to replace the existing Talisman system run
by the London Stock Exchange. On 18th Noverber 1996 the company’s ordinary and preference shares were admitted into the
CREST system.

Corporate Personal Equity Plans

The company has in place both a General and a Single Company Personal Equity Plan for UK residents. For further information please
contact the Plan Manager, Bradford & Ringley (PEPs) Limited at PO Box |, Taunton Street, Shipley, West Yorkshire BD18 3YR |
{Telephone: 01274 555700).

Share Price Information - UK Taxation
For capital gains tax purposes the mid-market price of the company’s ordinary shares on 3 st March {982 was 253 pence.
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Zompany Details

Jead Office
-4 Caockspur Street

“rafalgar Square

_ondon SWIY 5BQ

“elephone: 0171 269 8400

-tternet address: http://www.matthey.com

—mail: jnpr@rmatthey.com

egistered Office
78 Hatton Garden
_ondon ECIN 8JF

Registered in England - Number 33774

Professional Advisers

Puditor

EPMG Audit Plc

2 Salisbury Square
london ECAY 8BB

Registrars

Lloyds Bank Registrars
“The Causeway
“Worthing

West Sussex BN99 6DA
Telephone: 01903 502541

Lawyers

Herbert Smith
Exchange House
Primrose Street
London EC2A 2HS

Brokers

UBS Limited

100 Liverpool Street
London EC2M 2RH

Merchant Bankers

Taylor Joynson Garrett
50Victoria Embankment
Blackfriars

London EC4Y ODX

de Zoete & Bevan Limited
Ebbgate House

2 Swan Lane

London EC4R 3TS

Baring Brothers International Limited

&0 London Wall
London EC2M STQ
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Financial Calendar

1997
27th June
Final ordinary dividend record date

16th July
106th Annual General Meeting (AGM)

4th August
Payment of final dividend subject to declaration at the AGM

Ist October

Payment of dividend on 3.5% cumulative preference shares

27th November
Announcement of results for six months ending 30th September 1997

1998
2nd February

Payment of interim dividend on ordinary shares

Ist April
Payment of dividend on 3.5% cumulative preference shares

June

Announcement of results for year ending 31st March 1998
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