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Pearson is here to add life
to a lifetime of learning

Each one of us is a work in progress. No matter
how much we accomplish in life, there's always
more te do, more to be - now more than ever.
More sides of ourselves to discover, more
chapters tc add to our story. The minute we
stop learning is the minute we stop fully living.
And through it all, there's Pearson.

With us, learning isn't just something to get
through; it's a chance for a breakthrough.

A challenging, enriching experience you
underteke knowing it's taking you forward and
making an impact. For those who want progress,
not just potential, Pearson is your partner in the
moments that matter, proudly creating
experiences that are full of life, so yours

are too.

We are all works in progress. Luckily, knowing
who to turn to in learning doesn't require a
learning curve of its own. Partner with Pearson
and realise the life you imagine.

Learn how p

Irage remaved




2021 highlights

A year of strategic and
operational progress

New purpose, mission, vision, values
developed in 2021, and laurichied in

Q12022

Add life to a lifetime

Achieved underlying
sales growth of 8%
and adjusted
operating profit

Launched new
learning service,
Pearson+

Oflearnin grOWth Of 33%r ’Read more on
28Read more on
g ahead Of ggge ead more on page

Read more on page 4

expectations*

Launched ESG framework Rolled out a global

new digital, refreshed, remote working I
consumer reaffirmed policy offering our i
centric commitment to net people flexibility in

Strategy and zero by 2030 now and where we

organisational
design

’ Read more on pages 44-45

work

B Read more New Chair and Deputy Chair appointed Dividend
on page 20 _ increased
Omid Kordestani
ST by 5%
A Dividend per share
Strengthened mage removes image “eoved 205 D
management —
Im >caore
team, focus
on talent
development Acquisition of Faethm, the workforce Al
at all levels and data analytics company
:' Chart removed
| FATHM
Read more Image remaved

on pages 48-50

|

’ Read more on page 37

al Zroveh rares ave stated or an uroerly ng Das Lrroaghout th s repart unless atherwise swered Uncerhing growsn rates oxclude currency mavemerts and porifohs cranges, by Lorstant
exchange rates are calodlated oy assomirg the average FX N n= pror year prova lod tircueg the currealvear, ) "ne Business performanze’ regsares are non-SAAR messures, and
recanchar ans o the equivalent StAlUly neag ng Jnacer [FRS ace imdlucec in e inardsl ke, porformence ndicators seciicr on DIges 224-228
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Our business at a glance

Designed to help everyone
achieve their potential

2021 adjusted

Our businesses operating profit*

T . Assessment & Qualifications ‘

As people upskill and reskill mare often in therr lves. 1ney are
increasingly looking 1o some forn of certfcanon te orove therr
Image remaved agchievemeni, Everything we ¢o across our five div siors has the Chart removed
potertal 1o lead to some form of assessment, Gualfication or
certfizate, ensum.ng this dvision is our largest business by revenue
and consurrer reach

} Read more on page 30

Virtual Learning?
Qur Virtual _earning dvsor offers Fighly effect ve online learnirg for
every age anc stage of edazabon, Users are able ro earn where. when,

and how they learn best, gving them a truly pe-sonalised experierce.
Image removed Chart removen

4

TEninsh Language Learni-E

Quer .5 bilian people are learring Englsk right row. Whether 1they/ e
preparing wstady ab-oao, iave forward inther wreers or live 1nan
Enghsh speakr g Countyy - we Nave 1ne COUTSes e 355855 Ters 1o
l1mage rernoves 7elp them achigve their goals. We o'fer digital and blencad Englhish
solaiors 1o egucational imsutLtions in 163 countnes asoand the world,
as well as the flagship Pea-son Test of English Ve focus or servng the
commMtied legrror

Cheart removed

) Read more on page 34

‘Workforce Skills.

Tre world of work 15 21ang ng fast. We nelp warkers gain the skills they
need (o hoost therr employabinity and oper up new Job ard career
orospects We asobep emaloyers urderstand, mantai~ and enhance

Image removed e value of ther most ipartart asse: - therr neooe. Our cquisit ors
of workforce Al ane prediciive analucs comosr s Faethrr 1n 2021 and,
~cre recently, the digital credenticling company Credly has boosted our
capazihwes intus h gh grawth, dynamic market

Chert removed

’ Read more on page 36

Higher Education

We g e amarket eader rprecus ng d zitat learing matenial for colleges

and unversices nthe LS and ac-oss other major arkets 11 2027, we

launzhed Pegrsor+ a direct 1o consumrer subscr puen expensarce that
Image removes gives siLdents simp e and affordable access 1o e30aks and study wonls
Our kgh-gralty digital content prowmces enrichirg experences for mare
tnan 10 millior stadents every year

’ Read mare on page 38

+

Tregasars lszoon b s page conatin Il e DLSITeSSeS LU OBr STAISE TTeSSA DLT 4 7 A%9 DT O 1N 2 0aL 43 LTS 0LerH TS orst T 0  £345m
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Why we exist

Our purpose

We add life to a lifetime
of learning

At Pearson, we add life to a lifetime of learning so everyone can realise the
life they imagine. We do this through creating vibrant and enriching learning
experiences desigred for real-life impact.

Learning is usually the second largest component of GDP, after healthcare,
and the market is expected to grow from £5 to £7 trillion by 2030. Every
year, we bring the resources to learn, and the assessments and
gualifications to prove achievements to millions of tearners, worldwide,
And in today's inter connected digital world, our learning ecosystem
encompasses not only formal primary, secondary and higher education,
but also, increasingly, workforce skills.

With us, learning isn't just something to get through; it's a chance for a
breakthrough. A challenging, enriching experience you undertake knowing
it's taking you forward and making an impact.

Our vision Our mission
Fveryone can realise Create vibrant and
the life they imagine enriching learning
through learning experiences designed
for real-life impact irage removed
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Our values

1. We ask why?

4. We deliver quality.

We challenge the status quo by We hold our customers 3na consLmers

challengirg curselves

2. We ask what if?

We spark CuTiosily (0 INNOVALD New

Ir 1k highest regard, and our work to the
nighest siandards

5. We make our mark.

possibliies for everyone We execute wih speed ond ggil ty Lo leave

3. We earn trust.

a |EiSUI1g moacl or everyone we scrve

We build crediuiny by acting witk integrity

every 0ay

Living our values

Irage remavec

hrtps /ol
pearsan com/
en-GB/carcers

Asking why. "Pearsor realty inites 15 people 10 as<
why because as a company II's been cammitted 10
transform itsell (o slay relevant to 13 customers and
1o serve 1Is carmunty betzer” Image remaved

Zerin

“echrology Business Pariner

Asking what if: "' more people ask “What 177 10 will
Felp us grow end be a corsumer-certric brany, a
company that ~eally matters to pecole.”

Image removed
Khoa B

Jirector of Marke: Developmaent,

Earning trust: “l want ;0 make sure that | earn the
trust of cur cardidates, and "m goirg 0o my best o
make their testing at Pearson . the best moment of
therr ife.”

Dwyane

Test Centre Manager

Delivering quality: | give regalar presenistons o
Felp other people N my freld stay up Lo date on the
thirgs trat are Faopening These arethings | doir

order 10 ercure tFat we Fave gaality in our fielc ” Irmage rermoved
Keisha

Senior Researcr Directo

Making a mark: "lvs importznt for me {0 work for

A Lompany that mekes s mpatl like “e2rsom Derause
I3ruly believe shar sl corvoranons shuuio de good m
the wiorld” image remaoved
Gemma

Jirector of Financizl Communicatiars
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Chair's note

This is a new Pearson

“The robust digital foundations for the
next stage of Pearson’s journey are now
in place. This is a new Pearson, bringing
new digital products and services to
market at pace.”

2021 dividend growth

5%

1mage removed

Return on capital in 2021

7.9%

“It has truly been a privilege to serve as Chair
and to oversee Pearson's transformation over
the past six years. | am confident that this great
company is well positioned to succeed.”

Sidney Taurel, Chair




Dear shareholders,

As | come to te erd of my ume as Chair of Pearsor lwantto sFae
my refteciors an the transformaton thar the company Fas been on
over the last six years

AL the st of my tenure we accolergied the reshieping of Peearsonin
response 1o s gn ficamt and rapid changes noour markets, Tnis
nvolved a simplification orogramme to modernise Te compary,
create greater elfitiencies and urlock cost sevings We strengthened
our balance sneet through divestibg ror-core acr it es wnich dic not
align with the strategy, and we placed & moretonum or acqu sitons
Our strong linancial posit on eraoled us to Irvest 11 tecrology and
Ignisanon, end ITIs now enabling us to expand and grow again

A | reach :e end of my tenure, we Fave realigred the gusiness with
whal we see as one of thre greal market growth opporiunities of the
217 Century - lifelong learning, We have for sarme time beer
aruiculaning pur vision of being the ieating compary tor people wra
wart 1o Upskill or res« Il at any poirt i menr lves Last year we
oLthired 3 strategy 1o erable us 1o achieve that wizion The
accelerated digitalisator i~ aimast all aspocts of our lives, only
undertines the rare digital, more d rect te censumer model that we
are pursuing under our sen or leadership team

Tre robust dignal foundations {or e next stage of 2earson's [ourrey
are now m place Thisis a new Pezrson, bringing new dig tar products
and services ta market al pace

| am proud of all that we nave achievec, sre nand over 1o My
successor confident in Pearson’s prospecls. Pearson hzs a strong
strategy, a strong Board and execulive team, and 1S N & sirong
Anancidl posiuon

Most importantly, Pearsen i3 & nusiness with a clear ano Imparlant
purpose - (o add ite 1o a fetime of learn ng - and 15 organised
srownd and drven by this purpose As Pearson realises i7s v sion,
10 help everyane reslise the life they imzgine tirough iearrming,

we transtorm lives, ivelhoods and suuenes while also oy ng

as e busiress

Strategic progress and performance in 2021

| & del.ghted thatin Andy Rirg, we have & Chef Sxecutive watn the
skills o develop and implemenl 2 strategy (o enable us (o achieve
aarvsion That strategy, developed closely witn tne Board and
gnvelea in March 2021 15 based arounc establishing a hfelong, direct
relatonship with consumers

Ve reorgan sce along five global business divis ons Assassment &
Qualifications, V riual Learnirg, English Language Learning, Wor<force
Skills, ard Higher Educanon Al' of these are underpinned by a drive
towarcs maore delivery of services direct to consumets. The
successful latnch of Pearson+ macked an important milestone along
n.r jobrney to becorme the prefrier digaal pladiorm for learmng, ano
oJr acqusition of Faethm represented a landmark lor our
dentoymert of amficial intelligence nthe workfarce arena We have
also mace progress I separatng non-core pusiresses foliowirg 4
strategic review of the Group.

Opergt onally, 20271 was a good year Pearson reoodnded srongly
from “he pandemic-related Irmpacts on our business in 2020 while
also making substantial Lrcerlying progress. There 's significant
porenua for sestainable long-term growth geress all of aur divisions.

Capnalsing or trends already undernay - sLch as repicly growing
demand or pro’essional ceuficanon - we have enjoyed grovak in
oJr onlife hus nesses anc made progress in Erglish Langaage
Learning ard in Warkforce Skils We are also seeing sigrs of
stanilisaror in LS A.gher Education Coursewsare despiic the drop ir
enrolmerts ia e USsin 2021

Building on our ESG priorities: our sustainable
business pillars

Alongs de the strategic changes made unoer Andy's stewardship, the
Board an¢ maragement have 1ogether directed effart towarcs
Jpdaung our values and cLliure, bringing them 1o serve the
achievement of our new vision and migsion (see page £ for mare or
this) They also support tne evolJton o our sustairasle business
strategy Our evolved ramewor«, which you can read mare sbout on
page 4C. oriorilses the polential that Fearson has, a5 tne world's
leading learning company. 10 make the Siggest DOSIT ve IMmpact on our
society, people and planct.

]

IrMage removed

—
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Chair's note continued

We nave put iIncreasing emphasis on tie role of our peopie, as they
are our greatest assel The drive te upsxill and embece cont nual
learming throaghout an errployee’s Sime at Pearson, comoired with
our ongong facus on Diversity, Cquality and Inclusion (DE&I) at all
levels of the campany corurde apace tmployee upskillirg s a key
offering for our customers and we are workirg 1S ensure that our
own employees can alsc zccess upskilling and reskiling themselves
as we connect our sirategy nzernally and oxternally See
Sustainabilily Investirg in Talent’ section on pages 48-50 for more
0On our Epproack

We are working rowards a beter gender ard ethaic rix througno.t
the ccmpany We accelerated our progress m (h s area and this
remains a priorty forns Yo can fnd more oetails on Board diversiy
N the Goverrance Report starting on page 76,

Fram an ervironmenta. perspective we are forused on cutung
emissions through our supply chain and through digitsl
transformation. We are on irac< to be 4 nat zero carbor busiress
by 2030, which you can read maore about on pages 44-45

Financial strength

“he sirergtn of our financal position enabled us 0 2020 t¢ maintan
oLt drvidere notwithstanding the many pressures ro the exrernal
environmert. Thanks tc the strong oerlormance of the business ard
aur good cash managementir 2021, we have further strengthenec
our financial positian and nave been able to grow our dividend. in
Iime wiln our progressve dividerc policy

We have alsa beer able to use oar balance shoot v s ppar ofoar
stralegy. acquiring Al company Feethm o 2027 as well as making
other smisller acquisitions Mast recertly we announced the
acquisition of Credhy the market leader 1in digiial credertals and
cert firanions ‘or the workforce

Stakehaolder engagement

The conunuing COVID-13 paroemic remzined an abstacte to
In-persur stakenclder engagement n 202% . However, the Board was
actve Ints wvrtual engagemerts with 3 broad ~2rge o slakehalcers
AS Parsan progresses LS giredt 10 LoNSLMEeT Sraiegy, | was
parveularly helpful for the Board to recenve fucas groap feedback on
Pearson+ ‘rom customers,

The Board slsa ergaged extensively with sharehalders following our
2027 AGM, and it engaged with our warkforce, through a new cohart
of colleagues joinimg ke company's Emoloyee Engagemeant Network.
Vou wan rese more aboJt such engagemenr in the Goverrance
Report. from page 87

Evolution of the Board

Following the announcement at the AGM of my irtertior to reare,
3 thorough process was conducted to apooint a successaor, led by
odr Senior Independent Director, Tim 5core This cuiminated inthe
anrouncement . December of Omid Kardestani as new Cnair
designate As part of th s process, Tim was elevated to Deputy
Chair gesignate.

Irrage remaved

Our approach to
capital allocation

| | ‘ | | ‘ ‘ ’ ‘ l Underpinning all of this is
I .

our solid balance sheet,
investment grade credit rating and compelling
capital allocation approach:

—We continue to invest in the business for
organic growth

—We look at value enhancing acquisitions
with a focused and discplined approach to
drive future returns

— We are committed to a progressive and
sustainable dividend

—We will return surplus cash 1o shareholders
via buybacks or special dividends as and
when appropriate

8 | Pearson ple¢ | Annual report and accounts 2027




Qrmid brings sigrificant experience of leading ard adwsirg same of
she worlds nest-knowr consamer technology crands whichwll
further Fearsor's ambriar 1o accelerate <ts dignal. Lelang

lzarming strategy Egually. | am ashghtes tha: Tim will supoor Orid
g5 Deoury Chair —iswealth of experierce r UK plo, carbimed wn
Omid's neep tech kxnowleage makes them a formiaaktle team

| beeve that ts, together vath e witer SUCCessIon wor<
unaertaken by the Boarg thes past year, will Felp acieerate progress
i delivering on our strategy whls: be nig reflective ol our strong
COrnMILment 10 good goverrance, You can find more aetal anoat the
Board recruitrient pracess for Omid and Boara succession plarning
generdily ir the Gowvernance Regort staring or page 73

[thas tray beer a privlege 1o serve 28 Char and o oversee
Pearson's transformation over the past six yoars, an eonfident that
this great company s well postioned 1o succeed, | am del ghted to
welcome Omed as my sdccessor as he |oirs the Boarc at a very
exciting time, congratulate Tim uoon his elevation as Beputy Chair,
and wish coth of them and the whole company every surdess

going forward

Cutlook

Dearsons Uarsinon 1 a d g tal and cirect to consamer future is
progressing well tne heavy ifung behind the scenes has now oeen
agone, 31d the business s wel sligred wik the compe’ling marke:
CRpOrtAnIt es wo have identtes, The foundat ons are in place hat
wi | enahle the bus ness 1o grow in 2 Sustamable mannes over the
long-term

| beleve oLr new business shase grves Js enormous porential Our
woskforce Skils and Englisn Language Leasming divisicns each
represent ignificant growih DPPoTLIILES ara [M8re S1E Majar
syergies between them ¢ othe dgtal age, v riual cearning is zet for
ONEoINg expd 7o while | expect 1o 500 cortnued growth i
demand for Assessment & Guaalificetions Inthe U5 where cur
Higher Educatcn busmess 1s focused, | beliove that 1e personahsed,
digreal learming experiences we a o cregt ng for bigher educanon ane
college stuaents a7 absolutely in tune with tne way the rrarket s
moving, espec aly as higher educaucn blurs rio I*elong learnirg,
Hybrd earning, provided drect 1o consamers, as well as t1rough
educatianal rstitunans, s the future of learring.

Fiazlly, would ke to thank al' of our employees. anc al our
sta<eholders who bave worked with us to nelp delve our purpose of
adding | fe 1o 8 Feurne of lcarning for oerop'e all arcuno the woild |
have every configence that wth your neip and with 1Ls imcrecioly

ta ented leadersnip team, Pearsor wl continae 1o grow anc prospes
nthe yearstc come wsh Omig, Andy and ke team ot Pearscr well
a5 tney take s vesy speda company forwarg on (s new growtr-
orieniaed patn

Sidney Taurel
Chaw

Introducing Pearson's new Chair

Pearson has appointed Omid Kordestani as a
Non-Executive Director and Chair Designate.
He joined the Board on 1 March 2022,
succeeding Sidney Taurel as Non-Executive
Chair at the 2022 AGM.

Omid brings significant experience

of leading and advising some of the world's
best-known consumer technology brands,
which will help further Pearson’s ambition to
accelerate its digital, lifelong learning
strategy. Over his 30 years in Silicon Valley,
Omid has played key roles in the growth

and success of internet pioneers Netscape,
Google and Twitter. Most recently, Omid
spent five years as the Executive Chair of
Twitter, Inc. and continues Lo sit on its Board.

Omid said: “l believe Pearson has a
tremendous opportunity to help everybody
achieve a lifetime of learning. Fm excited to
combine my background in leading tech
businesses with Pearson's strong sense of
purpose in my role as the new Non-Executive
Chair. Together with Tirm and the Board, |
look forward to forming a strong partnership
with Andy and his leadership team to help
capture the company’s enormous growth
potential, and to capitalise on the significant
opportunities in digital learning.”

Annual report and accounts 2027 | Pearsonplc | 9




Chief Executive’s review

A year of strong
strategic, operational
and financial progress

"We have redefined Pearson’s
purpose to meet this moment in
our world — a moment where
learning is becoming more fluid
and exists inside and outside of
formal education. That purpose
- to add life to a lifetime of
learning - sits at the heart of
everything we do."

Underlying sales growth
in 2021

3%

Adjusted operating profit
growth in 2021

33%

'mage removed

“Pearson is refocused and reorganised to
capitalise on this new wave of learning. No other
company has the breadth of skills, the expertise,
or the resources to compete in the way that

Pearson does.”

Andy Bird, Chief Executive




Dear shareholders,

| am celighted to report (o you un a vear uf strong strategic,
operational ard inancal progress al Pearson, acnieved against ine
packground of a sull challenging and urcertan envircnment

Wi niave redefined Pearson's purpose to meet this rmoment in aur
world - a moTentwnere learming s becoming more fluic ano exwsts
nside grd outs de of formai education. Thet purpose - to add | fe to
a lifetme of tearming - &1ts 2L Lthe nezrt o” everything we do

A puroose - and a stralegy - are nothing wihout the employees wio
bring those to life Over the last 12 rorths, our employees nave
shown the decrcztior, perseverance, and comitment Lo drive
Pearson forward Everyore at Pearson nas been and will continue 1o
pe relentlessly focused on execatior. That 15 reflected 17 our strong
financial performance in 2021, where - - a vary complex
envrronrrert - we del vered aheac of expectanons, with 8%
wnderlying sales growth, a 33% increase ir adjusied operating profic
1o £385m and cash convers on of over 100%

Set for sustainable profitable growth

The management team 1s ahgnec anc focused on grovwen Managing
their businesses well, and celivering results. Tocay, you sce a new
Pearson: streamlined, weil-organised, and focuseo on viorkng
together as an agle ano ntercornected comparny

frn rrore excired than ever about our OppoTTLnily 1 make a
positive I pac. through our products and our people We conunue

to evolve ou- sustairacie busness straregy 7o align with our cormpany

sirategy end purpose Qur digital growtn and product cevelopment
sre nans of aur efart 1o arve learting for everyone We've also
placed renewet crergy Lo bu lging our talent and our nnovat on
culiLre. so oJr people car make a differenice at scaie, s we beZome
more digital. we re providing prodLucts with a smaller carbon

‘potprint, iong with prodacis and senvices that meet the demanas o°

a green econamy and content that irf Lences acmon As suoh, we ase
on track with our goal 16 make Pearson @ net zea carbon bus ness
by 2030

Tne sJccess of Pezarson and the work we do Fas never beer more
importart The warld is changing, and the very defiminon of fearming
1= expand ng. We no longer move orly in g inear fashior througn
school it figner eaoucation. and Then or 1o employrment Al ol us
are learnirg all of tne ume Pearsan has relgcusec and reorganisec
to capilal se 01 1115 new wave of fearning No other compbany has the
breadth of skifls, the expertise, or the resources (¢ LoTpete inthe
way thal Pearson ages,

N tdgrek 2027, 1 ser our a strategy around a wfeome aof learmimg ky
prioiies conunue tc centre o1 bulding a compary that 15 digazl firse,
puUts t1e consumer at s Feart. and defivers high quality learning
Drocucts to more people at scale than ever before. To do thar, we
have treatec a new orgarisational struciure witk five core div siors
srd s Joulemented that winh a dedegled oitell 1o ComsuTer ieam
thar success®lly launchec Pearson-

The leaders o' tnose divis ©1s Fave spent significant ume crafting

their stretegles o execute on cur glan, Trere s much work Lnoenaay

across all af Pearso's dvisions and you car read mmore about Lir
the segmental review 17 1M1 “eport. Pearson- 1S growing. w th over
275 milion registered users at e end of 2027 ano an ever-
exparaing set of student Miendly features

Lezrning is na lorger 5 stage of life, 11's a Ifelong jeurney The nece
10 upskil. and reskill has rever been more urgent S0, while we'll
coninue 1 work w ih long standing parters sucn as schocls,
unversiyes, and colleges, we are also imcreasingly warking with
cmployers Corrpanies now plgy a crineal rale inthat learirg | fe
cycle and we have an opportunity to help mdividuals ond employers
TLra [ne gregt resignatl onirto the great re-engagement The "ecent
acquisingns o Faeth, and Credly in our *Norkforce Skills div sion
signal tne direction of travel you can expect frorr us, :ncludng the
expansion o 0ata as & senace for empioyers and Into crecentialing
for workers.

A direct to consumer |earning ecosystem

All of this mezrs that you should start to think acout Pearsan, not

35 & collecton of indmvidual businesses, oL, Ircreesingly, as a highly
mrerconnecied company. with capahilines that wark together 1o heip
people iearn at muluple pomnts In their (ves. Pearson has the
potentzl 1o greatly attelerate oor growsn when we leverage our
businesses Ir 3 coordinated fashion across the entire spectrumnr

of learning

mereasingly, we are bullting diredt relaudbnshps witn Corsarmers,
which allews s to better understance their needs, adapt our
products ang keen o dynamic approach na constantly chargirg
market We prowvde products and services for tens of millions of
people arounc the world, and every day we are warking to lezrn
aboul them and from them, so we can conuirJe toimprove the
experience we proviae for them Those msights along witk our broad
parioho, provide g signiicant advarmage as we maove forward,

Az | said wnen we lawncred Peerson- i July 2021, I've always felt that
figher education was Just tFe starung po Nt fur 3 orcecer consurrer
ofering Pearsons will e a1 the neart ¢l our cornected consumer
and commercal strategy

There are three reasons why Pearson will win
in this new environment:

|

1

We are the world's leading learning company, with an
unmatched scope and scale; and the deep expertise of
thousands of employees who deliver high quality, trusted
learning solutions every day.

2

We have a great foundation with established, market
leading businesses that are well managed, cash generative
and underpin the company financially.

3

We are bringing together multiple facets of our expertise
to deliver innovative digital iearning products through a
more connected commercial and consumer strategy.

Annual report and accounts 20217 | Pearson plc | 11



Chief Executive's review continued

We're bui'd'ng Pearsor+ as the prermier dignal crosyslen 1o felony
learning - wrether through scnool, driversity, work, fangaages, or b
skills - not st far te tens of millen people wo serve today, bul for o
arowirg addressable market gobaly Pearsor= will become the core
digital offer:ng for this company. which | beleve has the potenaal to
address muiticle derrograshics and create & meaningfu. busincss on
= glohz scale.

Cansurers need a way 1o ciztoven, learn, bulid skils, and show
credenuals ond they want a greal ser expernence We can deliver
tat withn our broader Fearson- wision. That's possible by dravang o
™Me current assets of e company InClIgirg aur recen’ acduisiions,
and throLgh new investment We vell leverage ous grow.ng
relabionsbaps witl stadents, cansurners, and ontorprises, anc targer
the'r specific necds troLgh a robus: data infrastructure

“he possibities are vastwnen we car connedt all of *his inta one
exPEr.ense [ meet corsumer led learrirg where it happens From
diagnostics and sk.ll development, o Coment, assessment and
cedentias only Pearsor has the ability and scae 1o sutceed And
that's what we re going 10 do

There s great foundational sirergthin oJr core busmesses, anc we
will bo renentless in pursuing the signifcent opportumities that are
avellable to thern over the coming years, But thiz broacer Pearson~
strategy has the potential 1o drive growth neyone that. This glees &
sense o where we are Fead.ng 'U's oxcting, offerng great potental
for growth ard is Lne comzany’s "Naorth Star”

Priorities for 2022
1 have four key priorities for the year ahead.:

@ @

Continue the
focus on execution,
quality and trust

Deliver sales

and profit growth

)

Further embed
customer and
consumer insights
into the business

®

Progress and scale

Pearson+

Wl we fotus on execuning tazay, were working hard across the
company 1o delbver 3 bright fomor-ow and (st s fofased onowhere
the narkel s guing. a future t1at olays To our strengrns; that focuses
or the oppartunity {or growek for sharehoders and the consumer,
hat takes ol parts of this company 2nd mases s one, 1o drive
growth for investors and learners alke

Looking forwards with confidence

Lastyear i laid ot 3 strategy for this new Pearzor 1 has been a year
of rermarkanle progress ang sigrhicant gelivery ang | truly betieve
tnar we have reached o protat and irrzortany infedtior pomtin o
eval o AS we move 1Mo 2022, v pricrbes are clear

— [elver szles and praf it growet

— Conunue ine focas o ereculion, guality, snd trust

— Farer enbes customer ard corsumer insights - anc the toral
focus on Lthe tonsumer - across e LoMpany

— Progress ond scae Pearsons

As we further integrate and connect aLr pusiesses, the Pearscn

learming ecosysterr wil evo've snd thrve, resrforCing our pos Uor as

e natdra: destinetor for Lfelong wearners, In realsing cur purpese

- to add hfe ta a wfeurre of learning - 1 am confisort that we will grow

and delwver value for a. of oar staceho ders, ir 2022 ang over the

longes term

=

Andy Bird

Chief Executive
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Investment case

—

Why invest in us?

Our purpose at Pearson is to aad life to a lifetime of learning
for people around the globe. Learning is one of the greatest
drivers of human progress, so as we fulfil our purpose, we help
transform lives, livelihcods, and societies. We are the global
experts in learning.

Pearson is ideally placed to serve and to benefit from
three big global demand-led areas of opportunity:

- .

solutions to
evaluate and
address workforce
skills gaps

online and

digital tools for
schools and

education

academic and
professional skills
accreditation and
certification

Pearson’s unigue strengths that enable The market opportunity for Pearson
us to win include: The market we operate Ir s large ILis estmated to be warth a-ound
£5 rilion today - and (s expeced fo grow to £7 il on oy 2030

T .
he pedigree of the Pearson There are two Mair dnvers of this growth: the increasing pumbers of

learning brand leammers progressing thro.gh forral educauon, and the mcreasing
demand for Iifclong and informal lcarming, particalarly fur resxilling

The expertise and dedication and spskillng,

of our people Pearson provides the digital conrent, fearn ng experierces.
assessments, guelifications ard date to teke adventage of thase

The excellence of our relationships opporiLniies We are increasirgly adaourg our business model 1o go

with educators and authors direct 10 ConSUTErs 10 meet our cUstoT ers at the poirr of tre r

l2arn ng neec This ¢reates a more susia nable busiress with ESG
integratec .o odr strategy That s good for Pearsor and all our
sta<eholcers

The breadth of our offering

The high quality of our
learning content Five reasons to invest in Pearson:

Market ortuni
The strength and flexibility opportunity

of our digital offerings Competitive advantage

The recognition of the accreditations Growth strategy
and certifications we award

Strong financials

Purpose driven

Annual report and accounts 2021 | Pearson pic | 13



Market context

Trends in our markets

The learning ecosystem is flourishing. Although formal education still

represents three quarters of the market, workplace skills and non-academic
learning are increasingly in demanda.

O

Post-pandemic,
many consumers
are turning to digital
first learning

@

Higher education is
broadening beyond
formal learning to
incorporate
workplace learning

O,

Opportunity for the
‘great reengagement’
rather than the 'great
resignation’

O

Learning becoming
ingrained across a
lifetime, with new
skills being acquired
to match longer

®

Growing importance
of certification as the
natural conclusion of
any learning activity

careers and changing
lifestyles

The global learning
opportunity

£7tn

expeciec size of the
learning market by 2030

2nd

largest corponent of GI2
111 osl Lountr es

+1bn

we exnect over 2 hillicn
learners to have moved
“Frough formal education
by 2030

Image removed

The growing global learning market

4.4%

CAGR

Lifelong learning

Corporate

+/5%

CRart removed Formal primary,

secondary
and tertiary
education
market

rrns e molemiz comi 2030, G-trillor -gleval-edutaton markes
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Global Learner Survey

In its third year, Pearson's Global
Learner Survey, based on the
views of thousands of people

acrass the world, identified how
the pandemic has reshaped Women in the workforce
society. Pecple are re-evaluating A4/5 3/4

their careers, there is increasing

Four in frve wormen surveyes 4% of wiornen bele e bias
; ; i : ; zre using the pandem:c to arc discriminaton ace st
lnterESt n SOClal JUSUCE and more reconsider e careers miakirg 1 dhficalt 1o fird neww
' i i rareer apponumITes
faith in the education system. P
Learn mare 4/5 9/1 O
online Four in fiye people wanr 1o Nearly S¢° 0 womer lockirg
Image removed educate themselves about for work want to improve
socel justice, aversity or ther professional skills,

gender equalty

hittps //plc pearson cormen-GB/Afature-
learnngsglobal-learer-survey

Importance of a quality education

2/3 9/10

Image remowved

Neasly two peanle in three
a5t e carrent education
systerm (o prowide & guality
educanon far all - up from
H4% 0 2018 ard 5%
nz0z0

Climate change

9/10

88% of respondents beliese
sCn00ls have a responsibiliy
“oteach students aboat
clmate and enviconmen:al
|ssLes

parenis piar 1o nvche
tnemsehes rore Inthelr
crfdren's education.

9/10

£94% believe the educatior
syslem in therr cauriny
needs te do maore 1o equip
sr.dents with skills for
green oos

See the Sustanability section starting on page 40 for more on
how we respond (g these trends.




Stakeholder engagement

Adapting our business to meet
the needs of our stakeholders

in which our businesses operate,

Icon remonec

Consumers

Tne pandermic brought to ihe

forefront the major 1ssues of

learring loss and the digital drace
Many studerts were moved Lo emergency remote learning,
where our wirtual scrools programme, the Cannections
Arademy, came INto IS own,

tinvirtual Schaools, stadent wellbeing, parent and studert
sansaction and stucent achievement are key ergagement
metncs for Pearson, reported through annual parert anc
staoent satisfacnor sarveys and anzlysis of student
performanice compared with ratonal benckmarks. The
sals‘action surveys show that 93% of parents were sansfed
with their Connections Aczdemy school avera!l. and 92% of
parents gave leacners high mar<s, noting teacher support and
responsiveness. 90% of parents were sansfie with the schoul's
curnculurr. Most compellingly, three out of four parets said
their child's att tude toward leanirg Fad improved ar
Connecnions Academy.

Some students, however, were unzble to access the iInterne:
during the panderrnic and continue to be unacle 1o o so. Thie
has created inequaiity that Fearson is helping address, for
example threugh incluaing a drive (o give laptops 10 schood

ch ldrernin the UK affected by the pandemic (see casc study on
page 33 for mrore)
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The world of learning has had to adapt and evolve due to the pandemic,
Recognising that learners' interests have to he put first, different stakeholder
groups have been rallying together in collaboration across the sector. This has
led to a deepening of relationships for Pearson that we believe will have an
enduring, positive impact on our business. You can see examples of this below
in relation to our eight key stakeholder groups: consumers; employees;
shareholders; educational institutions and educators; employers; government
and regulaters; business partners; and our communities - the focal economies

Ye are also working hard vatn consumers to ensure that diversiny s
fuly ta<en INto aCCount, Lot ntexts nd in assessmerts For
exarmple, 1o address the lack of diversity withir existing carricala, we
are taking @ learner-centred approach to praduct development by
partnerng wath students from a school n South London They are
hielpirg us to design new online learning cantent znd quall caton
roctes, enabl ng students to explore T.ore diverse nar-atves,
Ristories anc cultures

i the UK we launched 2 joint mitiative with Penguin Random —ouse,
Litir Colovr, o beceme the ‘st UK exam board to make changes to
oJr qualifications and imorove the civersity of odr student texts, We
alse provide professional development ana resources (o ensure
cchools have everythirg they need to teach the new dverse texts.,

Earlyin 2021, we launched our rew Studen: Diversity Ambassador
Frogramme. enrolling a m xed group of learrers between the ages of
“4and 17 1o help us ensure the producls and serv ces we create
truly reflect the dreerse veeds of the iearners we serve In
appreciation, we offer mentonng to Student Arnbassadors and
apponunities ta develop their ski'ls and wark experence

W also work with Pearson Campus Ambassadors, a group of
students who skare with us authenuc insights from Generation 7
students We also provide them with internships ard affer tnem
business nsights to help ennch therr studies and carecr orospects

For more on gur approacn o engaging with consumers please see
the Global =dironal and Contert Policy ano The DERY sect on of the
Sustainabil ty renort on page 47,




Image removed

Employees

People are our greatest asset 5o,
10 enaple Pearson 1o be the
wOrld's pre-erminent learring
campany, we corstantly seek 10
heln emrployess realise thel~
patential by bunging the
cormpany’s culiture. Lalent and skil's

lcor removed

Reflecting tie importance of our ermployees i ceinerng cut
purpose we added a People based oilar 10 our £5G sustanahie
husiness pillar pronues Read more on age 48 ESG measJres
are a'so inclLaed n the Annus! Incentve Plers of 11,000
emptoyees, which 15 overseer hy the Remuneracon Commiiea
Read more 10 the Remaneration repatt Starg an page 173

Ve know ingt employees wan Lo undersiand company straiedy
and be clear ahaut how they can supporm il They also want a
fexiole workplace culture that fosters coliabicranon, cregimry arc
connectiity And they want Lo De rewarced are recogrised “or
Thelr contnpunons #nd sec OpPCrtun UES to grow r their careers

To Felp acneve this, we engzge vath ot peaple thraugh

— Leadership: Mot only 4o leaders xeep employess nfor Ted,
but they also listen Lo whet they say As stewaras of aur
strategy, they act @& role models bringing business priorties
1o e tProLgn their own comrnauons. Reas more on oJr
approack through the Canabrl ues/vleniornng programme
slarlirg or page 48

— Manager Communications: Employees wrnto their own
direct managers as the most trusted source of company
rews. To ensure tlear and consistent communicanans. we
rur 2 Mgnogers’ Corner commurity and bi-monthiy newsleter,
50 Thal managers are weil eguipned to <eep thor teams
informed and answer their gaestuons

— Global Engagernent: Through the YWe are Peasson wrtas)
CoOMMLNIly, we ensire emoloyees are up to date on
Importani [aoics and thees, sLch as produc erd senace
dgeveloprieni. To suppont ther wel-bong anc foster 8 sense
of cammunity, wa share Peupie of Pearson stones globally And
we host viriual engagerment events or <ey (opics as they anse

— Employee Engagement Network: Our Board regularly
ergages wilh our ernploees, hrougn a rew tohor
of colleag.aes joirng ithe campary's Emoployee Engagerment
Network You (an reac more 45641 such engagement in tre
Governance Report, from page 74

To chec< how wel' this 1s warking, wie measure engagemen:
statstics, we ¢onduct 3 global cuamerly embloyee pulse survey,
310 we take gaaltative feedoack from globe! ‘cof'es and
Conversat on' SCSsinrs o vancate guantitat ve ‘eedbac<

We invest ir creating @ culture where people icve the work they
do anc the people Tney work with 50 U's ercouraging that, ume
and agan. o4r people say ey come here for the purpuse and
stay kese for 1ne people

r—

L

Shareholders

Wig Lommuniease with our

sharerolders regularly, including ,

atou- inanoial results our AGR lcor removed

3nd ar invesior meelngs and
conferences We held

£57 meetings with 206
INSLIRUDIONS over tne course ot
2077, both wrrually ana
person. We aiscuss financ al,
operatioral and strategic matters. ncludirg progress agains: our new
direct to consutner suategy announced in March 2021 Oo
sharenoldess welcomed (e strategy end we received favodratle
feedbeck as to the opportarities that exist 1 the giredt o consJrrer,
lifelorg legrning mar<et

We laurched 2 rew, dedicated websize for rvestars,

vy, DEAFSONPIC Lo ang evofved our finantial commun.rations at
OJr resulls presenlal ors, AIming [o make our CorMmJnications more
nteracive and engaging, with heighienec ase of vdeao, phorogranhy
and 50013l assets

S

| Educational
1 institutions and ;
educators

Cur ononiy in 2021 was 1o sucport teachers arc students through
what was annimer d'fhcolr year The concerns of ecucanona)
IRSODUTIONS and educators cowdr a proad range of issues from e
workiced placed omeachers 3nd faculty anc the future role of
Es508SIMENT I measarng cutccmes effectively, to ensyr Ing learners
can recover from any learning loss caused by tne pandermic We
engage Wik ther 1o skare insights, best prach.ce arc professiorsl
development oppomarines and 1o learn from ther feedback

con removed

N par US Higher Ecucaton Courseware 0 vision, we (Tainec a core
tearr of actve facLlry members 1o advise colleagues on 0est pracice
In speafic sub ect discphnes and classroom topics. nchdirg onl fe
learning, INclusive teaching, prodJc usage and elicacy. To helo with
professiaral development especally nthe worle of bybric learning,
we host arc sponsor a variety of facully corferences in the US
hels members gevelop telr skills and grow ther network We alsc
cond A0l oous groups e or g fadalty Acvisany Boarcs 1o nelp us
better ungersta~d Fow (o deveicp our content and produc: 9 erirgs
10 MEeet INaIr neecs

In the LK we employ thodsands of current or “‘ormer teachers to nelo
delwer cur praod.cts ard services, enablng us o brrg 2 wealtk of
knowledge fom the teach ng profess on ta benef Clearners. We zlso
actively engage with teacking urons end representative bodies (o
Jnderstana the crallenges therr memoers face, ard (o ensure we
have 3 well-roar deo view or what's hapgen ng in schodls. Followrg
the carcellznor of exams in the UK ir 2027, we passed hack £27 1o
schools ard zolinges for general gualiications

InVirtual Scrools, eack vear scheol ieaders are ather gdm nstrators
zre invited 7o Join Terr ‘eldow onling ecucators at Pearson-fac Ltaied
conferences (o Cistuss, collaboraie anc lean “rom each other - alte
suppor: cuality orlne egl.cauon and best pract ces Trus yeer, these
leagersh p conferences drew aver =00 attendees Pearsans Lead
Director of Scrools was recognised as g Crapion of Equity by the
Amenzzr Consomiur for EGuny in Educanon, ard Our experts spea<
regulatly at conferences ke the Digitzl _esrning Coileboraave’s
anrag conference and ASU-GSY.
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Stakeholder engagement continued

Business partners

Ye consider oLr supphers, crannel
partners, venture partrers and authors

-
as an extension of our workforce, ard

konremoved | fostering effective relatonships with

them s crit ral to accelerating our
business stretegy. Tnis was particllaty
mpor:ant in ceveloping our digital
strategy, Inclugrg Pearsan+ We have
seen mary of our relatonships grow

N mutuaily benef ¢zl weys, with sore suppliers procunng and acting

ss channo partaars for Pearsnas praricls, a trend we expect

10 contnue

Image removed
We hold regular business reviews with our pariners, shzring =

nformat on on perfarmance, DLsIress Lpoates. risk, civersity,
innovalorn, sustamzbility and overall relationship health, In March
2021 we hivsted over 100 of our (op partners at a virtual partrer
forum ta share our new organisational struclure and sirategy, and 1o
introdiuce our Responsible Procuremert programere, i which aur
swppoliers have been extremely receptive.

In 2021, we assessed sLpphers ga nst industry leading practces (o
reduce ris< in Pearson's supply cha n Oor focus was on gh-risk
sLppliers ard those in Tier 1, 1 ¢, witn whom we spend more inan
£1rm per annum, a very In"portant groun consider ng that over
L1oillon — 73% of Pearsor's third party sperd — s wich them
Hawirg ga ned insight from t1is process, we created plans to
overcame ahy weasknesses identifiec and will continee to invest 1n
partnerships, technolagy sne pracesses to oevelon oroader ard
deeper sk review capabil ues going “arward.

Cver 55% of Pearson's carson foctprint s emneddeo n our supoly
cnain and our partners therefore have a ¢t cal role W play i hepng
Ls achieve ouy carbon reducuion iargets We collaborste wathther o
Felp reduce tncir ermissions, enabing us (o Feet our Scope 2 carpon
corrmitments. Read maore on owr caroon reducton efforis in the
Sustainability section. See pages £4-45

Throdgh these efforts, our ccosystem of busimess partners is row

mo-e conrectec anc provides greater opnortuniy to create
susfainable competitve edvantage rhan at ary point in the past

Employers

Business partner case study:
The world faces z fast-growirg skills gap,
Ou ra UthOl’S and future dermand wnﬁfurthjr W\UEE F
that gap. To help meet carrent and
future reskillirg needs, we curate the
‘Employer Partnership for Learning’
groun of globsl corparates to Felp oaild
bridges and create opportinities for

We createc a new web presence dedicated t¢ authors better skils development across

thet provides FAQs on Pearson -, oJr EDf standards, organisations and indJstries.

anc other product and maket informat on We also
created a new page to mgnhght celebrate and promote
o.r author talent

Pearson works with thousands of tzlented authoss o lcon removed
create content, Fallow ng a survey of all our authors by our US
thgher Education Courseware division, we introduced severa!
new engagoment INMAatives,

We are members of the CBlir the UK
and other similar ofgamisations arounc the world, helping to faciitate
relatonships and conversations with empioyers. We also work closely

We are planning next tu develop d password-protectec page with employers ar the design snd implementation of our
that will grve Pearson autnors market insights and product qualificzuons, such as BTFCs, 1o ensure ney remain at the farefrant
previews This will serve as a plece for authors to communic ate of s«lls and vocatonal-based learning

with Pearson cxecutives directly and toview cantent from our

. We acquired the ground-breaking workforce Al and predictive
executives, students and orner academic experis

analyt ¢5 company Feeibm in Septemoper 2021, We will use
sophistcated Al to model how technolog czl change will disrupt jobs
5o that we can map the skiils reeded and build and curate
anpropriate content Lo fill the gans. This will enable us to move Nt
new and mcrermnertal product areas and drive growth
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I

Communities

Mo single organ satior, or secior wan
Lackle global education chalienges
alone We warkn parinership with
Inte national mon-gaverrmental
organisaucns (NGOs), governmenrts
and our local communities to make
progress toward reach ng the UN
Sustanable Developmen: Goals as
they relate .o ecucaionzl 15sues - re praviding access o quality
education, decent work znd econornic growth, anc reducing
inequalit'es

icon removed

As an exarole of our approach, n 2021 we wor<ed in partnersnip (o
arkle the thgial dwie mine UK, donaing over 250 Pearson aniops
viz the Mail Force chanty and rmeking a financ.zl donaten

Our global volunteering policy enables ali our employees o lake up
to five paid velunteer days ©°F to dorate their ime 1o what matters
mastto thers arc ther local commanines

In these ways, we stnve 1o make a positive and meanmgful impactn
the communines inwhich we operare

Directors' duties statement

In accorcance with Secuion 172 of \ne Comparies At 2006 (see balaw
right), the Mirectors fulfil 7agir dunes to promoie the sdccess of the
corpery tntough a well-established governance tamewor«. Typically. ir
arge and complox businesscs such as Pearsan, this framework inuudes
delegatian o day-1o-day dedis on-mak ng 1o emplavees af the Group.

This governance framewors, surmmarised taroughout th s cocument,
& far more than a simple delegar on of inanctal authoriy, and includes
the velues arc behaviours expecied of aur ernployges anc nusiness
parvrers, nouditg thie standards 1o wn oF trey must adnere; how we
engzge wth stzkenolders, induding understanding and taking 1nto
FCCOUNL P &I views and concerns: and fow e Board looks 1o ensare
that we have a robust sysrem of control and assLrance processes

i place.

In this annual report we provice examples of how the Directors
promote the success of Pearson while teking into aczour: the
consequences of dec sors i the long term, bulding relationships vath
stakehalders (nclucing oar eight key siakekolder groups, as mertoned
proviously), érc ersuring thet busingss s conducted ethically ara
responsibhy

While there a-e many perts of this annaal report waick llastrate now

the Direcrars do this, with 110 supnort of the weder bJsness, the
‘ollcvang sectons ir particalar are relevant

— Adzpr.ng our busiress 1o meet e needs of our staker olders
ipages TE-19), which cothines
— howwe serve grd engage with each of our eight key sta<ehelder
groups, | sten (o therr xey concerns and provide our "esperses
— how we have sdanted our GUSINess 1o Mee ihealr feers
— bndersianding our Stekeqolders (pages 86-88), which sommmanses
— how Derecrors have engaged with employees and Fad reganc o
emplayess’ Inrerests
— how the Directors rave had regard (o tne neec o foster (ne
COTRENYSs DUs ness celetonshing v in Consumors, Educat.onal
Inst tuuans arc Ecuraters, Fmplo jers, Business Partners
erd sharerolders

— Sustainabilmy (pages 40-50; wh o oescribes

— Tnelazest steg in ne evolunion of our susiairandle busmess
strategy, and elevatng "Erpowenng our Peogle” as a key wilar
N our framework

Government
and regulators

—_—
In the first phase of the pandemic, the | T
prionizy for governments and education Icon removed J
SySerms was Lo sustain learming by o -
provicing the rescurces for enline

particpaton This was followed by an

EMPNSSIE 0N CON0MIC "ecavery, wiere il

Nas beer ImpoTant (o assess haw 'uch

learning foss has been suifered arc by

whor, ard to idernfy which irterven: ons will be most effective in
closing skils gaps

Us ng our expert se on Issues related (¢ 3l acets of education, we
have helped to in‘orrr polincal and educatonal lezaers around the
worlc as thoy develop polf ty 11 tnese areas. For example, we have
helped iger ufy which programmes have Droved most successiul,
such as erate funding nthe LS toincrease access o brosdbard

yieve alsp developed new procucts and senaces 1o meet the
demands o iearners 3T nauonat edacatior stems ar $ing from
the pargeric, nduding becom ng en approved pariner i the
Nauonal Tutornng Programme in the UK

— the ways 1n which we engage 1n respedt of Tae sonsl,
ervironmental and ecoromic 1ssues thet wili nflucnce
learn ng

— Ireatives thralgn wh Cnowe strive [o imnprave the access and
sffordatol iy of oor produdts and services o drtve [2ary g for
everyone, No matter what therr siatus or background

— oJr commirrent 1o leading responsibly and cresung & culture
that prioritises oLr irmpact on clmate chenge, harran righs,
oar employees, DZ&4, and =onalty responsible sourang

— hawwe &l gn with widely accepred ESG reporung frameworks
irclud ng GRI, SASE and TCFD For further details on TCFD
reporting, please see page 70

A coriirded understandiag of “he key issues affecting stakeholdersis
anintegra. part of the Board's dewsion-making orocess, and tre
IrsIgnLs tnat the Board gairs through the ergagerert mechanisms it
fias m place form animportant part of the cortext for all the Board's
discussiors and decis on-maxing processes However, while the
Board recogrises this, direct engagerrent w1 stakenolders during
2027 Pas cantnued to be & challenge, given lockdown and travel
restrictions For ar insightnto how the Board has taken inlo account
the interesss of vanous stakenolders wnen making a Koy strategic
dec sion, and wnat matters the Jirectors consicered when trying 1o
align arc ritgate opposing views, please see oUr case study an the
acqu sion of Feetnm or page 88

Section 172 of the Companies Act

nsarirary, as required oy Sector 172 of the Companies AcC 20060,

a Jirector of & company T Jst act M the way they consicer, Ir goot

‘3107, wiodid most ikely pramgte the success of the comaany far the

berefir o7its shereholders as a whole In coirgthis, ine Director must

Fave regarc, amorg olrer mztiers, 1o

— the lkely consegLences of any deds ons 1n e larg term,

— the interests of the company’s cmp.gyees,

— the reed 1o foSIEr e Lompany’s Dasiress relat orships witr
s.pplers, customers and others,

— theimpact ol the company's operat Sns or the corm™unity and
ervironment,

— the compeny's reputatior for migh stardards of business conduct,

am™

— the reed to et “airly as between irerhbers of the company
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Our business model

A blueprint for value creation

Our foundations

Committed people and partners

Fram our brill ant and cedicated employees to ou- faniasne autnors, we are the
home for the best talent We have z broed range of pariners across aur bJsiness
who we expect 1o share our Peacsorr values Our relatonships with governmeants,
cJstoners, ron-goverr miental organsat ons (MG0s) and other global organisatons
help s 1o Increase our impact on consurmers & ound the world

R&D and product innovation

Our global procuct team, witn expet-se i learnirg science. has a focus on learning
outcornes. hrough angoing innovation ard Rescerch and Devetopment (R&D) we
are commitled Lo creat ng learming mreducts which offer a great yser expenence
ard that semnnstrare measurable learming progress

Financial assets

Odr snareholders entrust us with their capital in crder to invest on ther behalf for
the leng rerm

Our physical footprint
Ve nave g presence n <200 counmmies arcund the worle and are focusng on
simplify ng our property portfolia o enabe digital and flex ble wavs of working

Data and insight

AS we mave 10 a direct 1o consumer business we are zble 10 know our fustormers
better - and serve them more effecively - tirough the effective and resporsible se
o' cela. We zre alzo building out our capabilities in data anakyuss and Al trrough
acquisimiors ncludir g kacthrm., whicn enable s to use cata msights to neip 1dant®y
skills gans and provide comipeiing solutions to werk®orce challenges

An integrated business to
support customers through
their learning journey

Diagrarm removed

} See overleaf for examples of how
our businesses suppart customers through their
learner journeys

Strong market fundamentals

We are well placed to perefit from structural tailwines 10 The global learing market
including three big markal opporiunnies

@

Online and digital
tools for schools
and education

@

Solutions to
evaluate and
address warkforce
skills gaps

®

Academic and
professional skills
accreditation and
certification

Different routes to market

Uncerpinaing these dvisions 1s cur burgeon ng dicect
to consumer ofenng We nave launched Pearson~ a
oigital learming service direct Lo carswmers, which we
a7¢ grawang rapidly and which will be animpertant
customer acqJls Uon ool underp nning aur drect to
consurmer offerings across the Group

Direct to consumer

Qur diredt to consumer strategy means that our
business model needs (0 evolve. We now go directly 1o
consLmers a5 well as through aur oasung B2B2C
maodel (wherety we reach the consumer via an
educatanal msttatar, employer ar other parier)
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Jur competn ve acvantage s the inregranon of our digwel
content, learnirg experendes, assessments, qualiicatiors and
data across our frive divisions kacn dras onis welf plared to
benetit from the marker opporturites we sec,

'Assessment & Qualifications'

ur Assessment & Qualfications busness 1s at the centre of the
Pearson ecosystom as the natural canclusion of any lcarning acmity

Virtual Learniné

Wie nave a long track recard of celwery of bgk qualty, atfordable
sri arcessible onlre leanrmg in our Yirteal Learming diasion

: Englisfl Language Learnin;

Qur vision 1= 1o become the world's leadmg destination for committec
learers 1@ learn and prove ther Englst proficency

_ Workforce Skills

We are [ransiicnmg 1o & New DJdsiness model and riew go-To-market
sirategy ac a strategic solutons provider for worldorce shills.

' nghe-r Edurca_tior’u’

Oure cugural first strategy nHigher Educauon s continuung ta
galther momentum

Partners and support functions

Technology = enabhing consumers o learn wituslly end iearming
materia's 1o be delvered & g taly This means we canreach 2
larger rnarket at 3 lewer cost end be ar the forefront of the
BvGlving learming marketpiale. Thrs giees us the solm, to resch
our amomor 10 be & digtal med s 'earmirg cormpany that v ll
ooy a place at the heart of the global learning coesstem

How we create [ong-term

stakeholder value

Consumers

We prowde saper or learming
progucts 2nd services 1o meet
the needs of consurmers all
over the world

Employees

We intend to maximise the
value of Pearsor's owr huran
capnal, by giving our people as
Mzry SRUOUNI o= 10 lear a3
possible, engaging o.Jr
empicyees 1o grow, develan
angc sutceed

Employers

Our aim s t¢ parer with more
employers to crezte shared
SUCCESS and [ ensure mare
peoplc stcceed i the futare
worle of work

Educators

We work wilh teachers
Instructors, faculty and
mstrJuors ecross all stages
of edJcanon Lo inorove
oatcarres, grow snd suogeed
rogether

Governments

We pariner with governments
aL alocal, federal and nat.onzl
fevel Lo create learning
soluuors for people around
tne world

Shareholders

We aim 1o proade long-term
shareholder val.e creation

Business partners

Ouar long-term busress
parnnerships are ol on
shared values, deep
relenorsnips and rmullal rust

Communities

Educzuor plays & cracial role ir
soc ety and Pearson s a driving
furce celino the evoling
educaticn marke: as we look 10
mecet the changing neec of
today's learners, not ustinthis
rroment but far the
vreseeabie furure.

Sustainable business pillars (see page 41)

We have & roacman 10 necome rel cashor Zerc end we conlirue to
enkande our repariing sirtturds, reporting accordirg 1o TCFE, A58
and GRI pninaiples (see vage 70 and pages 230-241) Our ungue
business mode; will eraple Ls ta reach our purpose 3t Pearsani which
1s 10 add Iife to z ifetime o leerning for people aroung the globe
Learning 1s one of the greatest o« vers of human progress. so as we
fulf | our purpose, we belp transform aves, |./el noocs 2nd socetes

Measuring progress

We measure our progress aga nst six nor-finaroal KPIs:

Digritalr Growth; Investing in Talent

Consumer Engagement  Inclusion & Diversﬁ

Product Effectiveness

Sustainability Strategy-

See pages 24-25 {gr mare on s
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Expanded consumer journey

A learning journey is for life

We are building out our offering to be able to support consumers across
a full lifetime of learning,

Taylor

Comes from & military background.
He enyoyed school but did not
complete hs studies first ome around.
He ramrams cetermined 1o puUrsae

his dream of pecoring a medic in

e military

Maisy
Aspires to Lo thoe first ir her

e f3MIl to go 10 College. She nas dreams
of working T the ary bur reeds o

self-finzrce Fer way throagh
college arc nelo look after ner __/

parcnts wh st she does so

\__/

D:agrarn remaved

Supriya

Lives in India and soeaks rudimentary

Englisk Her dream 15 1o move with her
“arily to Jor relatives in Australis and

pbecome a software engmneer.
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Moves to AJstraia, sits
AWS exarnin g
Pesrson VUF
pro‘essional testrg

Enrols at comunity college.
s0 she can ne clzse 1o family
and get a par: e Job o helo
pay for her educeuon, Uses

Studees atlocal publc
schootacng herend ¢f
schooi exams

Assiifm?t& US Student Pearson+ as an affordanle centre to hecom™e
g:sae;;::eftns - uden way of accessing ner content certified AWS engireer
® Higher Education Assessment

- US Higher Education & Qualifications -

Courseware - Pearson+ Pearson VUE

Cantinues 1o
work whilst she
ststhe GVAL ic

Sits oo MCAT
test for admission 1o
beceme a medical

Frcls n 2 private langLeage
school to master Englsh
WILN & PCarson coLrse

. student enable her o
Englls.h Langua‘ge X alenc busiress
Learryng - Institutional Assesment_ school, Eertually
Solutions & Qualifications - gains her \BA

Pearson VUE

and lands ~er
dreemiob

Assessment &
Qualifications
- Pearson YUE
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Joins US army as 2
traired medic, Jab
rvohes regllar
domestic rravel
Tovngaadnd the
COJNLTY every year or
wo Enrcls yoang
family in Connectiors
Acaderny To ensure
they cocunue to iegrn
ATROUL FTerrupnon

:
i

i

i

:

i

i

i

i

i

:
Errols for an online E
n.rsicg degree ar
Narylle Unversity, |
achieves 3 Master
cfScencen |
Norairg :

)

H

:

Virtual Learning
-Virtual Schools

Virtual Learning
- OPM

o
Fy

mmmmmmmemmcmeecmeemaccecemase ..

After ner first year she
rars'ers [o an out of
state unwersty arc
CINTICS TO USC
“earsont+ alorgside her

SIgns her caughser
Jp e Disney K ds

D IR e |

Studies for, sas and passes
s GED ganing his = gn

scheol ecu valency diploma

whilstworking 'Ll L me and
sieung e famy

Workforce Skills - GED

R e e T R EETEEFEEEPEY |

Appl es far immigrat or,
uses the PTE to practice
‘or ang sithe 125 10 orcve
Enghsk orefioency

English Language
Learning - Pearson PTE

Fmmmmmmemeeeeemmmmmememmmmmmmmmmmmm e mm e mmmmmmmmmm—————————————

“ylab and Mastering
homework platorm to
helpwik Fer studies and
note 1aking

Higher Education
- WS Higher Education
Courseware

Readers 1o nelp her
daJgnier o iezrn
=nglsh

English Language
Learning

- Institutional
Courseware

B o oo e e m————————————
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Our strategy

Monitoring progress

We introduced new non-financial KPIs for the business in 2021 and we are committed to reporting on these
key measures going forward. These KPIs align with and drive our strategy. They alsao drive the outcomes of
our ESG strategy - you can read more on this in the Sustainability section starting on page 40.

St;-;tegic pillar

Digital Growth

Objective:
Drive digital revenue growth

Consumer
Engagement

Objective:
Create engaging and personalised
consumer experiences

Product
Effectiveness

Objective:
Improve the effectiveness of our
products to deliver better outcomes

Investing in Talent

Obijective:

Enhance the employee experience
and help our employees progress
through learning

Inclusion & Diversity

Obijective:
Build an inclusive culture and
increase diverse representation

Sustainability
Strategy

Objective:
Achieve net zero carbon status
by 2030

Why it's impc;tént

* Fiaoves bave beer rewiated (o -ef ~ctelevant d sposals

Increases revenue by mecting \ncregsing
demeond *or dig 13l producrs ana senare< and
elimmating seccnriary mar<ers Improves
margin through reduced cost of delivery

As we execute an our d.rect ¢ consumer
strategy, we 2re focused on creating
best-in-class tearning experiences, products
and services o meer the corsumer st ther
poire of need. This Increases our serviceable
markers and drives revence growth

We s.acceed when oLr CUSIOmers sucdeec,
That s why we are focused on demonsirating
the improved learnirg outcomes of our
products anc services. This improves
retention. driving revenue growtn

Jur people are our grealest asset and their
ongoing growth and development drives the
success of our business and helps equip
them for the future world of work.

Understarding odr empioyee experience eénd
gatnering feedback helps us anderstand
what's working and what tan be improved.

Succession plarning builds the nternal talent
berich and ability for the company to retam
and nromote d verse talent,

Leadership developrment programmes and
sUCCession planning are proven actions 1o
advarce Cverse represertaton

Procuct different ation ncreases the TAM
and compel Uveness, driv.ng revenue growth,

To play our part In imitirg the global
iemperature rise, we am to achieve a 50%
reduLlion In our emissions, agaimst a 2058
baselre: this target was approved by the
Scence Based Targels iniative {SBTI).
Improves finznaal pericrmence through
engagement of variows stakeholcer groups,
and mitigates potential risks from cimate
charge
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Progress in 2021

Good grawtt .n cigitai anc digitally-enabled sales
Crawth in Yirtual Srhools U enrolmients.
Growth in OPM enrolmeris

OnvLLE volumes hugher then expecied due 1o tests
rescheduled ‘rom 2020 carryng over 2o 2021 We
expect stakle 1o modest growih in 2022

PTE volumes grew as test centres regpened

InHigher Fducauar, digital registrauons dipped
cue it lower enrolments antd more or-rampus
IstrLcion.

Invirual Scnocls, work cormpleted to commiss.on
cifferenmaten valoe proposinor and continee

I proving the student experience,

PTE NPS of +56 s shghtly iess thar orior year We
have seer fluciuations in NP5 during the pendemic.
Pearson- product successiully lsuncned nume for
Fall pack to school, 2021 Total regrstrations at
2.75m oy the ond of 2024

Strorg performance in PTE, lowered test scare
return umes from 1 5 days Lo 1 2 days.

In WULE we continued to support customers as they
emerged Tom COVID-19 relatec 1estng
CISMUptcT s,

Vb Test volumes rose from 52 9 1o 16.8m

We saw improverment in tevels af sel’-reparied
Jpskiling/reskiiling ws the previous yesr

We identied skill needs In a more consistent way
across the cormpany

Our NPS score reduced, we beleve cue 1o
pandemic restrictions o the working envirpnment
Surveys show strorg positve correlation betyeeen
sentiment ang upskibng/reskilling opporuanies,

Pegrson exceeded succession plan objectives with
72% of plans Incluoing a women successor and
24% of p.ans incluging people of colaur (target
>50% wonen; >20% people of coloar)

This year we surpassed our targets acnieving & 26%
recuction nemissions aga'nst a 2018 baseline
comnared 1o a 25% redudion agains: a 2018
baseline in 2020%

We zlso achieved a 1% reductior ve 2020 despite a
bounce back in operations fallowing COVID-19



Priorities for 2022

— InVirtual Schoals, Improve retenuon “ates, MIEate
school withcrawal risk, and work towards tnree new
school openrgs.

— Ach eve further enrolment growth in OPM

— Expect operational efficiencies. improved candicate
experience and accessibility in OnvVUF

— InHigher Ecucar on. grow sharc and monenisebior
across cigital,

— Further modest volume growth in FTE

— Conunued emprasis on parent/studert sausfacnion
17 virtual Schoals

— Denver ernhancerrents To the custarmer jacrney 0
PTE

- Stdle Pearson— volumes through charnel anid
PrOCUCt eXpansion

— Continue 51rong poston n PIE
— Maintain igh custorrer retenbion n Ve

— Graw text urils 10 Higner Eduraton as recaprure
secondary market volurme

— Conunue 1o focds on applving our expertise Ir
learning Lo sLppor: our peopie’s growth ard career
doveloprment

— Focus on improvng employee engagement wth new
CoTpany purpose as key Lo (his

— Determ ne enterprise percentage increase target for
manager anc above roles bascd or five year
maodelirg with annuatised facus

— Rewisit business travel polices

— Congicer remaring footpr nt o print vs digital
progcucts

— Analyse the carbon imzact of our flexible warking
jefsllte%

How we measure success

— Grodp digital sales

— Wirtual Schaals US enrolments.,
— OPM stadent enrolrents

— OnYUE test volumes

— Higher Educancn LIS digial
registrations

— PTE volume.

— NPS for Conrections Academy
— NPS for PTE.
— Pearson+ registered users,

— PTEspeed of scorerenurn,
— VUE test volumes
— VUE paner retentior

— Higher Lducat:on product Lsage - text
urits

— MNumber of emiployees upskilling
or reskiling

— Employee NPS

— % ol gverse cand dates i leadersh i
SUCCess'an plans

— ot dverse cand dates in leaderski
development ard menonng
prograrrmes

— Progress against dacn eving net zero
carnon by 2030, 33 measured through
the perceniage of farpon TeCULLICn
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How it impacts risks

— Our digital growth statistics help
monitor the relauve strengzs of our
businesses and the Corpetitive
Marketplace risk

— This KPI helps 1o moritor our success at
manzging aur Customer Fxoectalions
rsk,

— Product offectiveness Puips rromiis?
OJrF SJccess at managing our Custorrer
Exiectztions risk

— Fnharang oar tarent helps 1o recuce
our Canabylty nisk

— Budding a mare dwerse and incissie
workforce heips (o reduce Capabl iy
Reputa: on anc Responsibilizy,
Costomer Expectatiors and Competitve
Marketplace rsks

— Surcessfully executing on oJr net zero
carbor straegy s rrportant for
MANZRINE DUT REpPUIBLION and
Responsibilty risks,



Key performance indicators

Monitoring progress

Non-financial measures

Digital Growth
Objective: Drive digital
revenue growth

Digital sales*

Underlying grawth
in Group digital
and digital-
enabled sales

9%

(2020: {2)%)

Virtual Schools US
enrolments

111k

(2020: 108k)

Higher Education US
digital registrations

11.4m

(2020: 12.3m)

Diagram remover

OPM student
enrolments

275K

{2020: 245k}

OnVUE volumes PTE volitme

436k

(2020: 350k)

3.0m

(2020: 2.1}

Consumer Engagement

NPS: Connections

NPS: The Pearson

Pearsan+

Objective: Improve the
effectiveness of our
products to deliver better
outcomes

return retention

1.2 days 99%

(2020: 1.5 days) {2020: 96%)

Acaderny Test of English Registered users
Objective: Create engaging
and personalised consumer +62 +56 275m
experiences {2020: +60) (2020: +60)
Product Effectiveness PTE speed of score VUE partner Higher Education product VLUE test volurnes

usage - text units

54m

{2020: 5.4m)

16.8m

(2020:12.9m)

Investing in Talent

Objective: Enhance our
employee experience and
help employees progress
through learning

Number of emplayees reskilling or upskilling

71%

(2020: 63%)

Emplayee NPS

+8

{2020: +17}

Inclusion & Diversity
Objective: Build an inclusive
culture and increase
diverse representation

% of diverse candidates in leadership succession plans
Women;

/2%

BIPGC/BAME:

24%

% of diverse candidates in leadership deveiopment
and mentoring programmes

100% of programmes have a minimum
diversity level of

50%

Sustainability Strategy

Objective: Achieve net zero
carbon by 2030

Reduction in total tCC: in 2021

26%

vs 2018 base**

Reduction in total tCO; in 2020

25%

vs 2018 base**

* Hisrgncal g ares resiatec (0 erilude GEDL, Wall Street Lnghsh and JS K 1 Tourseware (sudd 1w 2017, 2058, ann 207 Y respecively)

#* [g.res have beor resared to el e0f relevant d sposals
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Financial measures

Sales o
£3,428m

Chart removed

This 1 our revenue as reparted In cur
ncome staiement

Adjusted earnings per share’ o

34.9p

Chart removed

A non-GALF Tinargsl measure used to
evaluate porformance

Operating cash flow and Q
cash conversion’

£388m (101)%

Chart removed

Operaring task flow s an adjLsted mezsure
arc s presented n order to align tne cash

f ows witn corresponding adjusted onerating
profit measures,

Total shareholder returns? °

(7.57)Y%

Chnart removed

Thisis a measure of firancial periormance
of shares over e,

Adjusted operating profit’ o

£385m

Charl removec

A non-GAAP financial measure that enables
management Lo Lons STently rrack the
Jnderlying operational per‘ormrance of

the Group

Operating profit?

£183m

Chart remowvec

This is our operat ng protr gs recorted
I QUF IMCOME STaterment

Net cash generated from
operations?

£570m

Chart remgved

This 15 our net cash gercrated from
operauons as reperted nour cash flow
statemnert.

Return on Capital' 4

7.9%

Chart removec

Anor-GAAP measure of how eficery ne
are generatirg returns rom gu- assel Dase

Net debt’

£350m

Chari removec

This s a non-GAAP [nanc al measure and 15
used py Manzgement ta assess the Group's
resh positon

Basic earnings per share?

21.1p

Char. remaved

Ameasure of tne amoun: ¢ pront thal can ne
cilocated to one share of our commar stack.

Dividend per share

20.5p

Chart removed

This 15 the proposcd full year dradend Our
cradend pohicy s to be progress ve ard
sustainabie

Senpage 204700 or PRRINZLI0 L LTeSR ATRImET e
CEmLrr T I M eds e

Liu valert sizmusgr, Tezsgre
>0
T

ie Bloomberg,

Pt

L g NEW Meps_remen

sor cfoke

gharrs TE et
Sicl ATy megs. T
hote 1935 75 enaIr3s TEora R T -

G373 3 WPle haue oo roncel

2CLTaTNTE 30007 ans

o See how this aligns strategy
to management reward: page 113
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Pearson+ represents

an exciting future and

s about much more than
Higher Education.

We are creating the premier digital
learning ecosystem for life - a

connected consumer and mege e
commercial strategy relevant for

learners everywhere, providing a
growing global addressable market.

2 7 5 This broader Pearson+ vision will underpin
. , | | digital growth across the entire company
registered users We will deliver content and channels for

everything from language learning to life

o skills
Ce 133K oo
‘ ! We will leverage our growing relationships

with students, consumers, and enterprises,
and target their specific needs through a
robust data infrastructure

,I 6 O O + Pearson+ is the digital future of the
!

7 subscriptions

company

titles o N
4.3

Apple store rating* * Rat nig acourate as o Febr sy 2022
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Pearson Ventures
& corporate
development

Image removed

Learning innovation |

We continue to foster global innovation
and learn from the edtech start-up
ecosystem through Pearson Ventures.
Pearson Ventures was launched in
2019 to invest in early-stage learning
and adjacent companies that align with L

Pearson’s long-term strategy. It seeks
out the next generation of category-
defining businesses with an emphasis
on disruptive digital transformation,

The Academy of Pop

INcreasing access to education,
and improving educational and
employability outcomes.

Pearson Ventures' portfolic ircludes career and compeiency
focused businesses such as Spangboerd, 8 'eacing online
boatcamp preparing kearners for jobs in high-demane fielcs
llke cata stience and cesign, and Smashout. a digirs! learning
platform and content studio built to sczle collaborative, online
ed.car or for the visual and media ars

AS 2 sTateg Cinvestor, Pearsan Ventares leverages I's
experuse, reach, anc network 1o support the g owil of its
partfcho companes There 1s potenual for some nvestments
to become par: o the group. suck as Faethrr, which was fally
acqured from a 8% irvestment 1in 2021 Vertdres kad an acuve
2027, clasing three gody onds invesments, nolud rg the
Academy of Pop, are bringing ts portfol o 1o 12 camparies

Tre Acaderry of Pop combines gur globsl expertise in
caacation w itk Sirmor Faller's proven Track record 5F
dentfy:rg and enabling world-class (alent, That Lzlent
ncluges tme Spice Cirls, who Simon was welli-knowr for
managng mthe 1997s, as weil as TikTok sersanion, The
Futare X amaong athérs, The Acaderry 2" Por s designes (o
ODEN greater aLess 10 Nerforming ars ec.Jcat on &1 s
airm s Lo becore a unicue and iInclusive platform that will
nelp young peopie arounc the world develop ther talert

‘e rmental and sociat benefits of tf ¢ pe-formng arts have
rever been mrore “elevant As mary scnools siraggle 1o fund
arts education, asninng performers reed a rew way 1o bu Id
treir skills and unlock th oir passior,

The Academy of Pop w Il merge entertainmen: and learning
n & new approack 1 perform ng arts egl.canon Not onily
w it provice teacring ive 1o srall dasses of students,
slarung in kollywood n 2822, but alsc st will be poss ble for
students o forlow the daily acnrg, cance, music, 210
mJsical theatre lessarsn real ume orlng

Apropr etary Acacerny of Pop onlire plarforr 517
cevelonmen:s arc furthes phys callocations arourc me
world are scheduled Lo open over the next 24 mantks.

Wth 2 wnole gereralion searcning for new ways 10 express
rerselves anc “nd Joy Simon Fuller. says the Academy of
Pop 'wiil prov de ar inclus ve, immrersive, safe platzrr for
nerformers —o develop their skills and fird vandanor with
warld-renguned instructors

I's a great example ¢f how to mzake .nnovauve coaching
arcessible To carsamers wor cwide Jsing theates”
Lecrnology anc creativity.
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Segmental
review

Assessment &
Qualifications

Assessments are powerful tools that will only increase in
importance as people upskill and reskill more often in their
lives. Assessment and qualification is the critical point at which
learners realise the value of what they have learned.

Cur Assessment & Qual ficauans dwisior 15 0Jr largest busimess
by reverue and consumer reach |t provdes the assessments,
quakfcaliors, certifications and licenges that enable people ta
demonsirate ther kiowledge, shills and aptitude across a Ifetime
of learning, from school o professional careers The learning we
offerin all our other divisions has the potennal 1o lead to some
farm of assessment, qualificenon, corvficat on or licence, and s
conunues 1o be a significant oppo ity tor us

Cur partners Imclude major raltmanonal employers
governments, schools ard professional bodies, and oJr services
are used n some of the fastest growing irstitoiors and industries
0 the world, such as K-12 {primary/secanaary) schools in the US,
heslthcare, cloud computing and IT Tae diision operates through
four business units: Pezrson VIJE US Stucent Assessment, LK &
inzernational Qualfications, ard Chncal Assessrert

Thraugh Pearson YUE, learners val date what they have learmed in
order to gain a ceruficate or icence. Leerners take nearly

17 milhon exams througn Pearsor YUE each year in more thar
200 countries To best serve customers and helo people advance
InThelr careers during the pandemic, Pearson YUF enabled
millions of peonle w0 test remotely from therr home, emrerging as a
lzrge player e onl ne mvigllation

Pearson's US Studert Assessment divisian acts as a partner with
states, districts ard ecucalos 1o help K-12 stucents advance at
an eppropriate pace n ther sthooling. U< & International
Qualficauons develops highly sought after academic anc
vocationg' guahfications

Clnical Assessment provides psychological assessment i health
511d educaton. The business produces hunoreds of scienufically
backed procucts and selutions designed o hely experts
understand ow people learn The tezr brings tegether
Inravation with quality test design o develop eectve tools for
chilcren and adults, educators anc ciricans

Threwgheut thiz sechior growchrales are stales ar anunderling basis wrloss otvorase stofed  Jndery £ growth rases exclune curerfy move=ents and porolic thanges ~he Lsness
Deligrrance measuies a7 non CAAR measLres, end ioonc laors o the etuvaten: statutory Feading arder ITRS ate r cluded n i e firarc al vey b 'ormieece 'roicaiors sectict sterung
aori page 224
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Key performance indicators
2021 financial KPls 2021 non-financial KPls

Sales VUE test volumes

£1,204m 16.8m (+30%)

(2020: £1,082m)

(+18% underlying)

OnVUE test volumes
3m (+43%)
Adjusted operating praofit

£2 ,] 6 m VUE customer retention
(2020: £147m) 99% (+3%)

(+59% underlying)

Growth drivers

= : Long term contracts with high
- --Il. renewal rates
. Large scope and scale of business
y ra :
[Pl

Well placed to serve increasing
demand for upskilling & reskilling

Group synergies especially English
Language Learning & Waorkforce Skills

2022 expectations
2021 Revenue - -

Sepment {Em) Margin 2021 7 Revenue Margin
Assessment & 1,204 189  Lowtomidsingle Maintained
Qualifications digit
Pearson VUE 526 Flat
S Student X
Assessmment 278 High-sirgle digi:
Chnical
1ghth A
Assessment 225 Sligrtly down
UK E _ . 175 Exams resume
Imternational

R Revenue CAGR
2022 to 2025 Margin 2025
Low to mid-single
digit
Law to mid-single
dan

Maintained

“lat

0w T mig-single
digit

Growth

Image "emoved

Lit in Colour

Lit in Colour is an nclus ve reacing czmpaigr
lsurched by Pengar Rancom House and Tne
Run-ymece Trust to aderess the fact Tnat ‘ewer than
1% of learmers study & text by a wr ter of conar forz
GCSE settext. We were the [rst exarr poard 1o Join
ne camos gn end soon lawnched the Litin Colaus
Pioreers Prograrme’, providirg solut ons far barriers
Tnat sthoals exper ence wher tnarging sot texts

Wwe géve studerts free access ro dwerse texrs and
provdedtraning a~d supoort o teackhing staf,
leading to 1ne teaching of our diverse text offering o
rearly ©2,000 stadents at GOSE and Adevel We're
nove working on a research programme watk Oxford
Universty to measure tre effecs of 2 more diverse
curr culu througn e teaching of our GCSE Erglish
Lterature speaficztior Thisis a sustanacle iritatve
wat s good for Pearsor's posiness
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Segmental review continued

Virtual Learning

Online and virtual learning is here to stay. There's a
growing demand for virtual learning, partly down to advances
in technology, but also accelerated by the recent pandemic,

Cur Virtuezl Learning div sion offers bughly edecove onl ne

iearn ng for every age and s:age of educanor Users zre able 1o
learn where, wher, and how “ney learn best, gving them a truly
personalised experience Us cesigren to be smart, flexible,

and Ingpinrg edacatan thet prapels people forward in therr Ives
anc careers.

Stucents in grades K-12 0 the JS (equivalent 1o primary and
sccordary schoglir the UK) can enral in full-tirme anline pubhic or
private school programs offered by Pearson Virtual Schaols Fully
accredited and staffed with specislly trained teachers, these onine
schools nave been providirg high cuality aliernatives 1o the
rradinonal fassroam experience “or over 20 years Students are
prepared to be 2daptable, equipped with the academic and life
skills they need "o thrive today and In an ever-cnanging world.

K=" 2 onkne school options Include Cannections Acaderny
(Us-based public schoals), Pearson Orline Acacemies
['mernationa! private schools), and programs for school distrcts
seross the US

AdLlt learners, Jniversiues arc employers rely on Pearsan for
exclusive oniine higher ecucar on programs and Online Program
Managernent (OPM) servces, iIncluding degrees certficates and
short courses Students gain access Lo convenient, compelling
crline learring ta boost employabiliry and advance in ther
careers, while higher eduration instiLtions extend inerr reach anc
provide rhe flexibfe online options tneir students wan.

For errployes, oar OPM Dusiness delivers vital upskilling and
reskilling 1o keep pace with the future of wark This bus ness
operates 1IN the US and niermanonally
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Key performance ind

2021 financial KPIs

Sales

£713m

(2020; £692m)

(+11% underlying)

Adjusted operating profit

£32m

(2020: £29m)

(+28% underlying)

icators Growth drivers

Secular growth trends towards

2021 non-financial KPls virtual learning

Virtual Schools enrolment growth

2%

(2020; +430%)

Virtual Schools strong market
position, 1 of 2 US national players

20 years of expertise
and experience

OPM underlying course enrolment growth

7% -

(2020, +20%) Group synergies

NPS: Connections Academny

+62

{2020: +60}

2022 expeciations

2021 revenue - — — — — - Revenue CAGR
Segment {Em) Margin 2021 Revenue Margin 202z to 2025 Margin 2025
Incremental
Low to improvement in Mid-high
Virtual Learning 713 4% mid-single Virtual Learning single d? it Low-double digit
digit due to OPM gle cig
efficiencies
Virtual Schools 449 Low-single digic M.d-single cigit
OPM 264 H.gh-single dhan High-single digit

Helping children in
the UK to learn online
during the COVID-19

mMage remaoved

pandemic

Dunirg the nat gna! lockdown atthe begenirg of 2621,

Prarson took act on 1o congte 250 laptops arc 500 taolets
alorgsice a £50,000 donauon ta LUK schools vz a campaign
dryer by the chanty Mall Farce, set upin 2020 70 heio tackle
PPE snortages. ard fealur nginthe Saily Vad, 2 LK nauoral
rmegcia Dulet The dongnions were Lsec 10 Felp scrool cnildren
i Ingkdown getonlire Peersgn's CFO, Andy B rd saic e are
proud i¢ sUPPOr tNe Campa £7 10 proviZe laptops 1o crudren
most in need across e LUK Every cb ld shouaid ce able o
conunie learming thraughs at this ioc<dowr, and 1echnclogy
plays an rcreasingyy atal role in achiewvirg this with most
learming now taxing plzce wetually a7 home We need 1o act
gLickly 1O @nsure Ne One 15 o SSing QUL We are ceterr ned (o
play our part m ensunng tha: the most vuinerable chngren
Fave e tools they need 10 succeed and o ersre they are
roturfarty gisadvantaged.”
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Segmental review continued

Image removeo

English Language
Learning

Over 1.5 billion people are learning English right now.
Whether theyre preparing to study abroad, move forward
in their careers or live in an English-speaking country

- we have the courses and assessments to help

them achieve their goals.

English rs a gatoway 1o the world IUis @ mandatory reciirement
in more than 140 nzvonal curnicilz, and there are over

S bifhion geople worldwide iearning English today We am o
be the wonid's lead:ing destinat on for committec Englisn
ianguege learners - people willing to dedicate tme and money
to thelr Enghsh lezrning. e want ro wor with those committed
learners to Felp them ackieve therr full potential n Iife through
improvec English praficiency

We have a sel of sirong, unigue assets 1o suppor: our English
learners The Global Scale of Frglish, a teading global
measurement slandard, enables people to gauge snd 1rack therr

progress ir English The Pearsor Test of Englsa s a digital lesi
with Al scaring tnar provdes fast, 2ccurate, secure, 2nd Lnoiaseo
results We are widely avallable in 118 countries, thanks to our
retwark of 385 Pearson VUE test certres 715 a trusted brand for
cntry into higher education and a gateway 1o IMmigraton

recogn sec by regalators in the man receving countries

We also offer digita! and blendec Englisi solutiors to acadermic
insututons end private langdage schools in 163 countrics arolnd
the world, bring ng together courseware and assessmenrt with
tcacker support and learnirg platforems




Key performance indicators

2021 financial KPIs 2021 non-financial KPis

Sales PTE Score Return

£238m 1.2 days

(2020: £218m) (improvement vs 1.5 days PY)

(+17% underlying)

PTE Volume
Adjusted operating profit 436k fests
£1 5m (+25% vs PY}
{2020: £1m)

NPS for PTE

+56

{2020 +60)

Growth drivers - PTE

Highly differentiated value
proposition

o ~ Digital, secure, computer based;
Al powered

Available in 118 countries via 389 test
centres

.y . Fastest score results at 1.2 days

: ~ Leading share position in Australia

= UK market in 2021; +42% YoY growth
11 in tests taken

2021 revenue

2022 expectations

Revenue CAGR

Segment {£m) Margin 2021 Revenue

English Language

) 238 6%
Learning

Mid-single digit

Margin 2022 ta 2025 Margin 2025
Im m id-hi i .
provement Mid h!gh single Mid-teens
versus 2021 digital

Image removec

Pearson and Disney:
Discover the magic of stories

Nearly 20 years ago, Pearson and Disney

came together to change the way thousands of
children around the world fearn English. We have
joined up once again in 2021 by rolling out: i

Disney Kids Readers - 36 new Kids Readers books niroduced
which encourage young learners Lo reac for pleasure end “or
learning Trey are Createc o be used both at school aswel as
athome a=c 10 belp young 'earners exparc t1eir reacing in 3
“ur and monvanr g way

We nave mace these K ds Readers ree to al Pearson
erployees 25 0371 of a wider in Lslive te open up Engl sn
language learn.ng opocrtun ues internally

Marvel Cinematic Readers - designed for teerage and young
adult learners, 14 beoks burstirg vtk action-packec stofies
and film stlis of the worlc's greates sLperteroes

Farn pook inc udes 2udicnook, eBook Teachers notes,
and actvites



Segmental review continued

Image removed

Workforce Skills

The world of work is changing fast. In fact, it's changing

faster than maost people can keep up with, so there's 3 need
for constant upskilling and reskilling, both from organisations
looking to support their employees, and from individuals
looking to make changes in their careers.

In our Workforce Skills dwision, we are creaung g wond where they need to poost tner emploveciity 2nd open up new jok and
everyone Is preparec 1or the future of work, and where success is caree’ prospects.

no longer only abour what you've done but what you can do. )
Our urique cffer _ses workforce analysis, persanalised learning,

The global Lzlent market has never been more Imoortant than assessrrent and venfied skills cedenuals to close skills gaps,

I s todey, anc we are positicned 1o meet the reeds of emplovees realise untappec pozental and mobiise talent We help employers
and employers ir a changing global economy We help erployers undersiand. Tanman and cnhance the value of their most
Jnderstand lebour mmarket dynamics ang how best ¢ futureproof Impartant esset — their people - and Felp employees make

their workforees st scale, while helping workers gain the skills I"rportant breakthroaghs o tner careers

Our unique offering helps employers diagnose and fill skills gaps
and employees gain and verify skills.

Diagnose future skills Skills-based Learning Verify individuals’ skills
training needs and Assessment
logo removed logo removed logo removed
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Key performance indicators

2021

Sales

financial KPIs

2021 non-financial KPIs

Growth drivers

End-ta-end solution in one
integrated ecosystem

KPIs were nowin place for workforce

Skills 10 2027 Farwara lookirg

KPIs incluae

£172m

{2020

(+6% underlying)

Adjusted operating profit

:£163my)

Total number of
enterprise customers

Enterprise customer net
retention rate

£27m

(2020: £26m)

registered users

(+8% underlying)

Number of Workforce Skills

Trusted portfolio of products
& services

Oppertunity to lead in labour
& talent data market

2022 exp;&ations
2021 revenue _ _ - _ Revenue CAGR
Segment {£m} Margin 2021 Revenue Margin 2022 to 2025 Margin 2025
Existing business:
mid-high single 2025 revenue
Workfarce 172 16% digit Break-even more than double  Low double digit
>40% for Faethm vs 2021
and Crediy

Leveraging artificial intelligence

We have made aigital innovation & high priorty for some tirme
Following anintial imvestment by Pezrson Ventures in Juty 2020, we
3Cqu red ™e grour o-bresking workiorce Al and predic: ve aralylics
compary, Faerim, in September 2077, Faethm, one of Australia's
highest-profle teck companies, nelps custorers ored o and den: iy
the sabis their workforce needs

Faethr's sophist cated Al and analyucs serv ces helo governrments,
companies, and workers undersiznc the dyramic forces shaping re
labour market - fro technological d sruptior 16 ccoNOmIC shocks
such as COVID-T8 ano cl mate cnenge. Armed wih these nsights,
customers car make data-cr ven decsions (o mav gate those thanges
and Jpskill or reskil! treir workforce.

Faethr now Sits al the neart of our Warkforce Skills diesion s
market-leading data. INSIgs, and Al capanilines wil power the rext
generauon of Pearson's lifelor g fearning procucts. whick are ‘ocused
on meeting the rapidly chargirg needs of todays workfarce a7
bridgirg e global skils gap

The accu siion regresents zncther bu lding block im our strategy o
help learners cevelop their ta'ent and sk lls et every e stage, from
school through ta work
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Segmental review continued

Imzge removed

Higher Education

Fearson s 1ne leader in produang n gher education learming,
med a in honh America, 3s well as resching irto otker major
markets around the world, We ofervibrant digital content witk
ernching experences (nal lead 1o posiuve learning outcomes far
more thar 10 million higher cducation students every yesr

e partner with thousands of expert authors to create cantent
inrrore than 100 academic d scplines, We gre leaners in science,
technolegy, eng neering and maths (STEM), as well 8 17 armong
olher gizaphnes Our leading content s delivered through cigital
eBocks and pooular meractive mulumedia on platforms s.ach

gs My_ab, including new Interactive Labs, Mzsterirg, Revel,

and Pearson-

In sty 2021, we launched Pearson+, g direci 1o consurrer
subscrptior experience that gives studerts smole and affordable
access (o e3o0ks and study 1aols. Pearson+ was designed with
input frorr authors and students and s winning oraise fram
students, faculty, and sathars

We create personalised, digital learning experiences for
higher education and college students and believe that the
future of learning and our US Higher Education Courseware
business is increasingly digitally driven.

In addinon to nelp ng busld stronger stadent relationships,
Pearsan- will shill commerce away from secondary market sellers
to cur owned s1es and apps. This gves studenss a relable
e-commerce experience and access 1o the mosT current learning
content arc study Loo's

Our higner education proaucts are guided by professiorat irsights
from ecucators and by preferences expressed by fzcultes. They
are supported by technology that s slable, secure ang accessible.
We are committed to ensur ng that d versity eguality, énd
InclJsion are integral to our progJcis so that everyone can realise
the life tney imagine through learning, whatever their background
or apihines.



Key performance indicators

2021 financial KPIs

Sales

2021 non-financial KPIs

US Higher Education

Pearson+

Growth drivers

There are three factors that will
underpin our planned growth in
Higher Education.

Enhance our core products

£ 8 49m digital registrations registered users dEZ 1 Invest in our platforrm products to make
(2020: £956m) 11.4m 2./5m |“7 | themmore relisble, responsive 1o
’ (2020: 12.3m) L, customer needs, easy to access, and to
(-SWO T support husiness stability and growth
underlvin ) _ .~ Secondary recapture
i g) US Higher Education ) We will drive recapture by continuing
product usage _-_ toreduce secondary supply and
Adjusted operating profit - text units sruft delivery 1o Inclusive Access
£73m 5 4m and Pearson+
(2020: £93m) (2020: 5.4m) ‘ - Pasitive momentum
[l for Pearson+
(—'\ 50/0 Positive mormenturm from urrent
; performance, International roll-out In
U nderlyl ng) 2023, Student-centr-¢ feature expansicn
being introduced in Pearson+ Channels
& Soual,
]
) i 2022 expectations N
2021 revenue - Revenue CAGR
Segment {Em) Margimn 2021 Revenue 2022 to 2025 Margin 2025
. : Down less . Low-te mid-singie ;
Higher Education 849 9% than 2021 Stabilisation digit Mid-teens
The Higher Education market
ASS En
i ' Wim course requ red
2TOpUOnS ’ cogrse | g
¢ Material
Market Increasitgly
leader consumer lec anc
mere dig sal
Demand generation Consumption




Sustainability

“We're proud tc be a
signatory in the UN Global
Compact since 2000, and are
commitied to supporting the
S5DGs and UNGC principles

Sustainable
business strategy

Add life to a lifetime of learning

Learn ng and acquining neve skills are some of greatest crvers of
positive saclzl mab hiry, the provision of whick Pearson takes very
sericusly. Today, Pearscr 1as more opporiunity Tnan ever 1o make 2
poskive cifference The pardemic has continued 1o impact people
across the globe, some of whom are “acing increasoo neguaslity in
aCCess to essenual services, Incluoirg education - especially in maore
dsacvartaged corrrunites Pearson nzs a sigificart role ta play in
enanling and encouragirg people to harness trerds in digitalisation
ard a heighrened forus on the global energy transtion

Qur approach to sustainabil ty 1s cvolving to further morease the

3l anrent between our corporate and sustainable pusiness
srategles, in 2021 we rtroducec 2 selection of new ror-financial
KPl= {see page 24 of this annual repart) 1o help us measure
progression o our sirategy, achieve atl cu- ambitions ang drive
hehavoural change. Pearson will anly succeed zs 2 husiness if all cur
stakeholders zlso succeed. and tis nouor 1s central 1o now we run
oUr Jperations

"Through our sustainable

' business pillars, Pearson
strives to help pecple create
a better life for themselves
and a better world for
society.”
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through our sustainable
business pillars.”

Cinthia Nespoli

Pearson’s Sustainable Business Pillars

The latest step in the evolution of our sustainable
businezs strategy s 0 inrocuce three pillars that
represent the envirgnmental, social and governance
[F5G) areas where Pearson can make the biggest
positive mpact Trey Fave also been sefected as the
most nfluential ir helping Pearsor succeee as a
business These pillars have a clear, ratural hrk (o our
non-financal KPIs, reflectirg the comman goal of
alignment petween our corporate and sus.amable
husiness strategy. They also comnbute to advarang
the UN 30Gs we have prormised - numbers 4, B and
10 relaling to education and learn'ng

The three pillars build upeon the focus areas of our
Sustainalkle Bus ness Plar 2030 ang niroduce a
greater emphasis on oJr people with a new pillar,
Empowering Our People to Make a Difference’. n
recognit on that they ave our greatest asset Lo
influence sociely and succeed 1n our business goals
As Pearsun ballds out its plans for each piliar, a small
number of additicnal targets will be consdered
alongside our exisung carbor reduction terget and
environmental commitments,

Underpinming aur three pillars 1s Pearson’s robust
coroorate governar.Le, strong corporste caltare

and arange of effecuve policies w ensure we achieve
our amb tons.

We want our products ard services 1o help more
peopie make better progress - regardless of their
ncome level, the way they learn cr their backgrouno

Chief Legal Officer and Executive Leader for ESG
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Qur ESG framework

our Purpose

Add life to a lifetime of learning

h 4

Qur Sustainable Business Pillars

A

A

~
~

(— — )

Products

Driving Learning for
Everycne with Our Products

Achieved through:

— Consumer Engsgemert*

— Procua Effectrreness#

— Digal Growtk*

— Resporsible & 5stanable
Conten:

— Affordabilty & Access

See more on page 46
[

OO

People

Empowering Our People
to Make a Difference

Achieved through:
— Iwesingin Talent®

— Inclusion & Disgrsity®
— Employec Engagemnent

— Lecal Commur ty Ergagemmert

See more on page 48

— O

' Planet

, Leading Responsibly
for a Better Planet

Achieved through:

— Reducing our Envircnmentar
oLt

— Imsesung wih Puroose

— Cyber Secanity & Data
hfanagemeaent

See more on page 52

l: Ropust governance, a strong culture and effective policies

*SEI DLt raN ranle KPl et or far T ant o Fow ttese Ik g oL strateg,
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Sustainability continued

Products

Driving Learning for Everyone with Our Products

The oillar ref ects our goal 10 Increase access to learning
for more people across the world

Learning is critical to
enable everyone to achieve
their potential.

Three of our non-firanciat KPIs - Consumer Cngagerment, Product
Efecrveness and Digital Growth - are metrics centrai to ackieving
highly effective learning and positve outcomes Through these KPIs
we (an deliver content trat 1s engagng and sumulsting to
consdmers, helping everyone achieve ther potenilsl ard making our
procucts rore w dely available,

We nelieve lawening the barrers 1o learning anc meximising
accessibil ty for all consamers, including those wazn imited resources,
15 where Pearson can make tne most positve socieal impacl, arc we
have inmabves and polices rplace to drive real change

Frarsar ¢lso has a clear role to play in creating products ard services
that harness the major environmental 3nd sooetal ssues of our Ume,
through, for example, developing new sustanable codrses and

qualf cauons, Growsh in this ares will enhance our revenue
onpportuniy as wel' as prorrote Pearsor's provision of responsible

and sustainable contont

i

Empowering Our People to Make a Difference

This pillar drives aur aim 10 Inspire ali our empioyees o
fulfit thear potential and help Pearson suoceed

Our success as a business and
our ability to make a positive
impact is highly dependent
upon our employees.

People

Qur aim 1s 1¢ ensure our diverse talent have the skills and
knowledge for both today's anc tomorrows challenges We are
creating a cJltare of belonging for everyone, where move voices are
heard and valued We focus on emoloyee engagement as & key lever
in delivering e performance and purpase-led culture We encourage
our employees to crezte g better worle through posiive social znd
env ronmertal acior,
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Planet

Leading Responsibly for a Better Planet

‘Uis irrperative Tor the long-term v abitity of our pusiress
that we lead responsibly ir all areas

At Pearson we focus on driving
positive change while limiting
our own impact on the world's
scarce resources.

Qur goal 1510 become 3 net 7ero carpon business by 2630 (3
nan-financ.s! KPP} and o minimise the environmensal mmpact of our
products es we ransitien (¢ being a digal pusiress

Prudent ranagemen: o data orivacy and cyber security ase zlso
furidarnental to our future success and to puild trust with our
cusiomers. Pearsan's data pracesses anc governance are developimg
quickly as the business evolves. Yoo czn read more about our
approach on page 68 of this arr Jal report.

Image removed




Qur sustainable business
pillars are underpinned by
robust governance, a strong
culture and effective policies.
At Pearson we focus on
driving positive change while
limiting our own impact on the
world's scarce resources.

Pearson's corporate governance opproscn Lnderming our oversll
corporate and susianabie business sirategies. You canreec ir deta |
dbour govertiatoe on page 73 of ts enr aal report

Wo mave @ §170Ng BOVEraNGe strudture [0 ensure oUr sUStairanle
business st-alegy, meets ILs abjectives and evalves anpropnately
aver Time

— Pearsan’s Reputztion erd Responsib ity Committee (RRC) s a
forral committee of the Boarc and oversees its mpiementation
white Conrhia Nespol, Groun CLO has direct respons bty for
the gevelopment, Tontoring and execution of Pearson's
ESG strategy

— Many of our employees have ESG mmeasL.res included in their
Annugl Ircentive Plans, wkich i overseer by the Remuneration
Commrittee

Recognition

— The Audit Comrmittee and the Pearson ExecLtive Maragemoent
leam nave reviewses anc gpprovec the Group's Carbon Erussians
Re-baselining Palicy and will cortnue to oversec s delvery 2022
will be the first vear of reporung ir full alignment unger the
Taskforce for Crmate-retated Financial O sclosares (TCFD)
framework (sce page 70 of this arnual report ) This s a particular
area of focLs for the Board and RRC th s year,

— Our Sustamallity team is responsible for supperung 3l paris of
aur bus ness as they idernfy Pearson’s potential 1o make
impactful environmental ar d sooal deasiors and Take 5L on
where ooportunities anse

A strong corparate cultu-e, wherc every employee of Pearson Iives
anc breatkes the company valtes, 1€ essenusl N ackieving long-term
SUCCess ang meeting our sustainable business strategy gaals Or
page 5 ol this gnnual repart vou can ~ead abour how Pearson’s
culture s evolving n ine with 1ts business goals

Policies and business ethics

Pearson has awde range of appraonate ard effecuve polkc es thal
sUppOrt the three sustaimshle busmness nillars. They are kstec or our
COrpoTere wensite Fups Aplc prarsancom/en-GRicornorate-pal s,

Human rights

We respect the nghts of our emplayees to freedom of 2ssovstion
and representation through trade Lo ong, wotks tound ls or any other
anpropriate forurr wherever local laws allow We have policies anc
procedures to provent discnminiatany, dlegal end nhumane labour
practices, including child labour, farced labour, slavery anc human
trathicking 1 our operanons end supply chars as well as 1o address
violat ons wher they occur

We suppcr the nght to uniomse ir Lre UK. e maintam au”
accrediranon by the Lvieg Wage Founaauon ana have cormmitted (o
paying employees and regulariy contracted stafl working nour

bu ldings across the LK and in London the ~eal Living Wage

Ve Use odr Influence witr our sappliers to Imureve starcerds “or
Ihelr errployees and Com It to ensusing all supplier empioyees who
wark for, or or behal” of, 2earsor have the ability 1o ~eport any
duscrringtion or eIt concerns

Our Human Rgnts Staterent outhnes the oriority human rignes risks
and oppoTunines ‘ar Pearsan that our programme is faking steps 16
address Our approacn ta haran rights covers five areas customers
{page " &) content (page 47), empioyees (ndge 8], partnershios
(page " 8)and pracy and data (page &}

Bloomberg Gender
Equality Index (for 2022)
- Pearson was recognised
far investing in women in
the workplace, the suppiy

chain, and in the
communities in which
we operate.

The 100 most transparent
companies in the world
perthe Transparency
index - Pearson was
added to the
Transparency index,
formed by the top 100
transparent companies in
the worid according to
Transparency Invest.

Participantin the
Workforce Disclosure
Initiative (WDI) - We're
part of the companies
taking partin this
since 2018.

‘ Stonewall WEI -
Pearson is recognised
‘ as a Stonewall Top 100
company for LGBT+

‘ inclusion, For 2022, we
are ranked 19.

was recognised as a
Best Place to Work for
Disability inciusion

in the US.

Disability:IN - Pearscn

|
|
;
|

Corporate Knights
World's 100 Most
Sustainable Companies
- This year, we are
ranked 96 averall and

#1 within our UKHQ
peer group.

Human Rights

‘ Campaign - Pearson
received 100% on the
Human Rights
Campaign
Foundation's
Corporate Equality

| BN Index for 2020, for

\ LGBTQ workplace
inglusion,

Pearson is a member
of the FT5E4 Good and
the Dowjanes
Sustainability Indexes,

|

|
|
|
|
|

I I A

A

mong the largest 200
puklic companies
ranked by clean
econemy revenue on
the Clean200.

We were added to the
list this year, as more
than 10% of our total
revenues are from
clean sources.
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Reducing our carbon footprint

A long way
iN a short time...
but more to do.

We are making good progress towards our target.

Many factors have contributed to reaching this paint in the journey, the COVID-19 pandemic
has had a big impact. However, our strategy for digitisation has also sped up the transition.
There are many factors which will impact the remainder of our journey to net zero,
significantly, the rate of change of our suppliers' own transition has an impact on ours, While
we may have made good progress quickly, we anticipate an increasingly challenging journey
over the next eight years to address our Scope 3 emissions.

2078 Comrbnec scape .7 & 3 ermissions 2077, Combined stape 1. 2 & 3 emissions.
426,950 Mi COe 317703 MUCD e corbinec.

‘ ) (o)
2018 ‘ | ) 2021 | |

Where we started T 1 T T 1
|
. U

Our ongoing journey in reducing Since 2010, print units* ..digital units** have
have decreased... almost doubled...

our carbon footprint is
highlighted through the shift 2016 2000
from print to digital in US Higher p

Education Courseware over the 2/] I | | units 5.5| I | units

last decade since the launch of

the strategy. 0000000 0000000
Our strategy in US Higher 0000000 0000000
aincoreese QOOOO00 0000000

pivot from printed learning
material to fully digital solutions 2021 2021
- good for learner access, -

affordability and outcomes - and 2' I | units 97' I | units

Iso playi ignifi le i

wrcvonencon . 0000000 OO0OOO000
0000000 0000000

* o Pricucis inclaos prontsnd packages Rertaleyclided

*+ Dgisluries ieclode c-rext platior . and Pearson-

lcon remaved
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\ Further digitisation Engaging our wider
and re-organisation  supply chain to
of our print supply deliver their own

| chain (e.g. print en GHG reductions
demand)

03 ' Qur aspiration
- By 2030, we will reduce
scope1,2&3
emissions by 50%
against a 2018 baseline

Adopting flexible |
working polices that
reduce emissions l

from busi as approved by the
m BUSINEss | Science-Based Targets
travel, commuting initiative

and offices .

We will be net zero
| acrossscope 1,2 &3
by 2030

As a result of our digitisation O

in Higher Education, related 9 O /O
emissions have reduced by

E -

77,577 coomes
3T TLTT

SO0 000

0
9,200 CO; tonnes
OO0 000
0000000

Estimates and assumptions

This digitisation strategy means that higher education
content in the US is becoming more affordable...

2010

c.$100

fur a prn? texthaok

2021
C.$50 c.$7/5
for an cBook for a plarforr preduct
Esarsorn _
VWITh Pearson- content s row $ 9 9 9

]

a maonib*

— IrtsillLstranor, predac faompnnt excludes ary 07 JUTl ZeveIcpiment 21 55 0r's ass0r 2te wir peoples &rd ofice acivity

— Prirteragns are based cn nernal tgotonnT p

— Digital em 58 0r's Arc pEsed 07 INCreal ‘oot o

— Trelistranon excludes the ermissions asso0ated wig
progucts

«nd

*  Peersnn- §55%7 slomSngle Sobsirpror

2t hock arrhinclude man faruear g, pret ard diste BLTLIN S Lustemer

The too' beccmes more acurate, we wil make ad) Jstmerts to L3100 12N075 35 EpRroprets

Ugig LenTres Furtner work wall De andeaken [o hetrer indersiara the fostenntof ¢ g el



Sustainability continued

2027 progress and 2022 aspirations

2021 marked a year of strengthened
commitment and progress on our sustainable
business slralegy alongside the development
of our sustainable business pillars. On the
following pages we describe what was achieved
in 2021 and what our aspirations are for 2022
and beyond.

Pillar one: O=—

Products O=

Driving learning for everyone

with our products ( - J

2021 Progress on key initiatives 2022 Aspirations

— Contnued allocation of Social Bonc — Pearson+ procuct and charnel exparsion
proceeds r angrment with Pezrson's Soc.al reach and engage more Consumers
Bora Framework — Conunue to develop <nawledge anc skills

— Defined sustainable skills and careers related to sustamabilivy through products
comperendes, and mmated development of ans servILes.
sustairable courses anc parinerships, — Deenly mteg ate diversity, equity anc

— ECnnanced and laanched Global Contert and inclusion 0o learning design znd
Editanal Policy and traming to ensure approsches o impact measJremeni (o
representaton ir content and suppliers account for diverse learmers and tie r

— Irvesrec in Braille printing facility. needs
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Image removed

The three non-firancal KPIs of Thgiial Growth, Corsumer
Engagerment arc Product Etfectiveress relate closely o our
potenual 1o drive learmrg for everyane You carn read Ir ore
aboLt our progress against these KPIs on page 24 and sbout
the launck of Pearsor - onpage 28 Below we descrige arher
core iniatives that are focused on increesing access arc
aftoreabiimy aof cur producis and seraices

Social Bond Investment

The prirrary chjective of Pearson s £350m Soqial Band vias to
aCvance the UN Sustainable Developrert Goals {$0G) #4 -
Quatty Educaton. Dunrg 2027 we reparted that we hac
deploved £240m of tke Social Bond darng 202010 our
Cornedt ons Atgdemy viTusl schoois network via o ParTher
Schools end Distrrct Partnerships Thus fLll-ume virtua® schools
progiarmnme prowdes Figh ouehiy edacetos to el ardie free o
the Jser [urng 022 wow llreport on the allocat on of
proceeds for 2021

Bond proceeds

£240m

allocated to our Connections Academy

Global Content and Editorial Policy

In 2027 we updated the Glonal Content and Eaironal Poloy witn
editonal gu dehines for our products ano services Thest are

— Torespect human nighis and sive (o create content that is
free from discrimination arc b a<

— To develop comient thar ember's our commirTerts (0
HAETSITY, EE{J![}-’ groIrclasion

— Te provide suppot fur learning that 1s basec or ewder ce
ard ‘acts

— To creare content thel 1s cthical and acheres 1o logdl
reguiremerts

These collect vy held prndples shepe the way we thine work
ard behave They zre refiected 'nooLr cotgnt ang 0 our
incerzctions vt all our srekenoiders

Wie contnued o prarmore our ondine bortal so consurmers gnd
educators can tommurigate directly wth us 300 al poenua. b et

N Qur prod Jots

Braille Printing Facility

In support of our Pearsor's comm tment 1 accessibiliy for all
STLZeNTs We are exd ted ta ntroduce Perarson Sraifle Senaces
Wo are in the final phase of corstrucuon and build out of & new
faclity in the Howston, Texas area The locaucr was selected
beczuse of the avalability of exvenenced maragement,
development &nd procudlian personnet who previodsly worsed
for Region 4 Braille Scluz ons We are currently Trairirg our
wWrkioroe 1o Dner ale our state-o'-ire-at Bralie oroducuon i ng
Inautumn 2021, we began 1o develop Braile assessment
mateals and full predaction and diso bunon seraces beganin
Q2022

BTEC Award on Sustainability

Research nas shown that tnere 15 a gao in accessiple educat.on
on sustainanle ssues ke nanoral cutnculum Pearson is
positrecty aadressing this by working colizboratively with experts
and yaung people i0 develon vocalional qualifrcauors that
broaden the awzilable curnculum

We have dovelopec a brarc new Level 172 BTEC Tech Awarg i
Sustamnability that encolrages learners 1o ook at SOIUNIOFS 1O
glowal and localissucs and to corsder solur ons found
internationalty The course will ericourage learners ta think
creatvely and n g diverse way, looking for connections oenhwveer
ervirpnmontal Mpact and human sty The Toch Aviard in
Sustamaiiity wili be avaisble n »thools 1o be taught alongs de
core GSLE coabficztions to heln prepare 0armers 10 nrogress (o
studies i A Leels arc BTET Level 3

Looki~g ahead, we are developing a Leve! 3 suite of
SUstamabiiny qualfl cations that w il SLuppoert pr ogression o rhe
growirg number of relevant
oegree CoIrses Tt iook at
the chimate chellenge as well
as Wider eLoramic gno
soual ssues.

S |

Image ~eroved
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Sustainability continued

2021 Progress and 2022 aspirations

People

Empowering our people to
make a difference

2021 Progress on key initiatives

— Focussed on eTployee engagement danng
bus ness transformenon.

— ldentified the caceer aspirations énd skills
needec tc orve the orgoing transformaton
of the campany for 100% of our SVPs, vPs
ane Directors 10 alignment with e Pearson
Capatilves Framework (Identfying =kl
gaps 1o close 1s part of our talenr review)

— Launched DE&I Strategy ano assoc alen
governance courdl,

2022 Aspirations

— Bring the purpose anc values to {fe 1 our

ermployee experences across the key
marrents tkal matier i1 the employes
Ifecycle 112022 our focus will be on
developing the capabilines of our peaple
maragers to help buld nigh-performing
engeged cultures,
Develop pniony Core Business and
—eadersnip skills from the Pearson
Capzhilities Framework aligred ro the
trategy 1o drive performance of business
and employee grow:h, e g, Core Business
- dara Iiteraty ane Leadership, work ng wirh
our Wor<force Skills dvision Lo test
commercia; offerings ntenaily
Continue (o improve diverse representation
av leaocrship lovels anc ran an madusive
learnming expenience Lo bLic an nclusive
cuiture

Pearson’s people are its greatest assel Our SUCCESS as a DLSINess
and our ability 1o make a positive 1T padt is Nignly dependen: upor
our emplayees At Pearson we focus on learnimg and our colleag.aes’
wellbeing, growth and development throughout therr tme with us As
the business continues Its trarsivon 10 a d'gtally led consurmer-fac ng
Lo peny, odr prionties to upskill and provide opportunines for
Contnuous learming and growth ir an environment free from pias are
cracial te oar future suocess. This s why, 1t 2021 our nen-financial
KPIs include Irvestirg 11 Talent and Inclusior 8 Diversiry

We Irack a wide ~ange o Irternal oLtcomes and metrics to measdre
our progress ({far examole, employee experience - Nel ProTater
Score (NPS). employee learring & cevelopment ~ upskilling levels,
employee retenton - staff turnover)

We supplement odr tracking of quannrative metrics by collecung
qualitatve insights We run a quarterly Pulse survey wh chindudes
open-ended responses to questions which are analysed at the
dnisional and company level ta support Qrgoimg improverments In
addiron, Pearson's Employee Engagement Network 's the key
“eedback mecharsm between he Board ana the workforce,
cnabling the Board to hear directly from emgployees and creating
aodit onal Insight on Fow to enhance emproyee satisfacuon and
engagement levels You can read more about the Baard's
engagement with our employees on page 87 of this anrual report,
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Investing in our talent

Talent and learning
The skils and experiences of our workforce need to reflect tne

rapidly evoleng regarrements of tne fearning and education industry

1o ensue Pearson s best placed te serve 1t In 2020, we began

ercauraging managers to eniable 40 hours of learung per employee

per arnum We advise that this 15 made up of 5 comb natior of
formal, social (peer-to-peer) and experienual {on-1Fe-job) learning

While tracking haLrs provides Iinc of sight Inte Inputs w training and
learning, we are ‘ocused an measunng oJtcomres fram learrurg We

are helping aLr managers evalve ther skillset to cnable tis
environment, provide growth-orientatec feedback (o therr team
members and encourage a perpetual cLlture of learning and
developrment, Uluimately, this wll help Pearson retair talent, help
colleagues develop their skills, share the r knowledge across tne

International breacth of our compary anc cant Nue to orve creatry

1o prodace excellent products anc services for our custamers Ir
support of this, in 2021 we continued 1o develop te Pearson
Capabilites Framewar< It's designed (G support employees to
iderufy anc develop the core business and leadership capabilives
that are trans‘erable across the business, coupled with technical
skills speafic to a given role



I 2021, Pearson employees demonstrated ther cormmizment to
adopurg this new method of personal iearming, and the Learning &
Development olan and our Capability framework were each accessed
vy 75,000+ Lrigue Lsers thraugn aur global errployes commuanity
platform, Neo Open Sesame. our Bigitzl Content Library wth
supplermentary training anc self-directed learning conrent in taese
areas saw usage by emoloyees double between January and
Decermnber 2027 Or average, 8,300 eTployees uulise the | brary
every month.

Qur second annuzl Globzl Learning ai Work Week focused on the
developrment of core business, leadership and technical capabilines
with more than ~ 7 000 hours of live learn ng clocked up by our s2a™
nthis week alone. w th 10,000 hours on demand We aim Lo
corunue 1o evolve this learmirg expenence In the future m alignment
with our upsk iling prionues “or 2022

Imege removed

2021 alse saw 2 partcdlar focus or rentaring ana caaching
Pearson launched a Glooal hub for ezch area on Neo warking witk
Pearson autnor ialent to create expert mentor end mentee guidznce
T short-form wideo smippets svallable on the Gloosl Mentor ng Hub
and hosted live group sessions where cur subject mziter experts
guided employees thraLgh practice scenarins 1,300 crapovees
cdrrenlly access the hab.

Ir addiuon, we deepenec oJr 2021 Talent Review 10 ncace both
senior leaders (SVPs and VPs) and Directors We supported oper,
Lransparent conversauors belween mansgers and employees at
ezch of these career levels across itve dimensions: readiness 1o grow
and take on more, nisk of lossAmpact of foss, DE&I, learn.ng end
successior, As parl of this process 100% of SVP. VPs and Direc.ors
dentified prionry skills ¢ focus o developirg, ir order 1o support
the echievement of business and career goals

Investing in Talent KPI - upskill/reskill

On average these global iInitatives, coupled w th drasional

activ lies lec 1o 72% of employees sel’-reporting v 2 tre Puise
sLrvey they hao conversanons witn Therr manzgers abour
business goals and learming 11 addiian, on average 71% self
reported Jpskiling and reskilling eacn gquarter Tris compares to
63% dunng 2020, This s & metnc we repart on within oar
mvesung 1 Tetent non-nan: al KR!

Investing in Talent KPI - employee NPS

Qur investment in employee upskilling, employee wellbeirg,
benefits, and our employee engagemen: efforts dur ng ¢ perioe
of bus ness transformenor and a global pandeic contnibuted to
aNe: Fromotor Scare o’ 43

Diversity Equity and Inclusion (DE&I)

Enzuring Pearson provides an emaronment free from bias and one
that 1s conducive to employees leveraging all toeir capabikties 1s
esserual 10 reacing our goals and secving our customers 1o the best
of avur zkility The DE&I Counal, corrprsing business leaders across
Pearsor, oversees oJr aLovites end has @ mandate 1o engage
leaders 1o make progress towsrds gainng “epresentation at
Tanagement levels that refiects the racisl, ethnic arne gender
diversity of the geographies where we operate.

Qur acuwity is divided into four panis recru-ument and promaoion,
setention, nclusive culture. snd scoal mpsct Ir each category, we
nave planned actvities over a five-year umef-amre. Each division ard
corporate function has also develaped fanctional plans thar ref ect
JE&Jarrbinors and help us operetonalize organizat onal goa's

In recruitment and promotion, we siarted working w th myGwork,
& husiness community for GBI+ professionals, students and
nclusive emplayers to help Pearson create a more averse and
nclusive workiorce. We have recruited over €20 people through the
plarfurm since Septeriber 2020, We connnued to develop external
Tertering 1o potental cand dates with diverse backgrounds

Wthin retention durirg 2027 we ran 12 glooal accelerated learrirg
experences for speof o poals of talent Our pror ty talent pools were
dreersa talent at all career leve = and futare lezcers at manager level
and below Focus areas included leading with puroose srd bus ness
and rranagement skills, amorg others, More then 50% of
parucipants were fermale, UK BAME or S BIPOC

Ir 2020, we regisreran our st cohart to The McKinsey Manager
Accelerator Programme Th s s aimed at early-ro-mid-career Blacx
leaders We seleciec Bolz and Prime ERG leacers who are driving cur
DE&| agenda and wolld bereit from the programme Since s
lzuncn, we have addec cohorts for cur Asian znd Lat nx popuiator

Globa! Inclusion Week {GIW) 15 a key resource o further our
inclusive culture, providing e ployees vith opporiun tes <o
learn sbout and discuss diversity arc inclusion n actior at
Pearsor In 2021, under the Tneme Pearsun Together. St-ength
r: Difference, we offered sessions on topics sucn as oeveloping
empatny and emaoticnal irtelligence, anc prormonrg 2 cultare
of respect among atners,

Ir social impact in 2021, we negan. in parinershio witn Czreer
Accelerator, an LGBT- Yourth Mentonng Programme, connectng with
yzJng people from underrepresented backgrounds We wll be id an
this 1N 2022 wWe clso exparced our Corporate Disanility hMenoring
Programme weich matches Pearson employecs w th differently-abied
US college stucents and young acults

mage removed




Sustainability continued

Diversity and Inclusion non-financial KPI

The percentage of diverse candidates in a leadership role and
sLeeessior planning for leacership roles are key rreasures of aur
nor-financial KP| of bailding 371 mciusie Caltare and 1oreasng
diverse representatior

Pearson exceaded successiar pian obrectves with 72% of plans
ncluding & wamen sucecpssor 3nd 248 of plans inclucing peapie of
colour (target 50% women, 20% people of colour) Please read
more an OJr response 10 the Hampton-Alexancer and Parker
revicws U0 page Ui,

Health and safety

Our gueall agproach to health and safety 1s besed on 150 45001 for
which we conunue Lo be certificatec We are currently upcatirg our
Healrk anc Safety Pol oy & Slandards to fully ehgn to acivities carnied
SLLIP OJF rew operaung divisions

During the pandemic, our tesung centres and preduct delvery sies
have continued to operare successfaly, wim measures in place ro
minm se tre nsk of oceepat onal exposare 1o COVID-"9 We have
supported erployvees to work remotely where possibie and enabled
safe zecess ta our ofices anc other commiers al aCvnes waicre
required Lo rmee: husiness needs,

Gender Pay Gap
Work towards pa; equity ¢Cross Pearson is 2n ongaing offors The UK
Genaer Pay Gap Report hitps //plc pearson comis Les/Dearson-coro/
fles/pez1son/oearsan-gng-2020-aw-260321 pdf provides an anr Jal
summaty of progress as we Conurae IC evolve compensat-ar
practices eand melude evaiuat on of ron-UK pay s1ats

Employee benefits
IUis vital for Fearson 1o retain and mcentiase its stalf, and we ofer
highly competiteve and attractive Lencfit prograrmines (o sippu . it
employees Our orogrammes vary globally and include healib
mnsurarce, pareral leave, disahiliny coverage, retnement savings,
employee share putchase opucns, commute' oenefits, luilior
rembursement and programmes thar suppar. wellbeing and work-
Ife Belance,

Ve establisned a Glooa! Remole Working Pobcy Lo prornote work- f2
balance end 2 more flex ble way of working “ar all or-payroil Pearson
cemplovees where their jobs al'ow for romorte work or a kybrid
arrangerent

Inthe LS, we expanded Lereavernent Icave 10 o ude pregnancy
loss, created o Pregnancy | oss and inferihty Support Policy, anc
mereased F nanc el Aic far Adopron and Surragacy oy 50%

9 employee resou ce groups (ERGS) support lesdership ic champior inclusive efforts and nramote collabaration znd cormuanity across

all Pearson people

Employee Resource Group Focus

Generanan Pea son

Generationak-basec o.ffererces

Pearson Able Pecpie with osaoimies

Pearson Boid Peaple of Black and/or African ancestry
Pearson Lating Metwark Pearsun's LaunX commun ty
Prearson Femily - Pearsan fzmilies, parcnis and caregliers
Pearson PRIVE People Representing the |mteresws of Mironty Cthnic tes

Pearson's lesbian, gay, bisexual, rensgerder, queer, guesuoning, niersex people
anc allies

Pearsan Speciram

Pearson Veterans Pearson’s veterans and military personrel

Waren ir Learning & Leaogersh.p (WitLl) Women at Pearsor
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Sustainability continued

2021 Progress and 2022 aspirations

Planet

Leading responsibly for
a better planet

2021 Progress on key initiatives

— We redaced our comb ned Scope ", 2 and 3
emissians by 26% from our 2018 naseline Lthat was
adjusted for busimess disposals. The ongaing work
we nave Lncertaken to digimse our business and
reduce aur physical feotprint has oecn & <oy driver
of the reduction The impac: of COVID-13 will also
have Fad animpact due to internationa® mebiity
restrictions anc office doswes. however it has
accelerated the changes ir now we do business
anc the shift To dig tal We are pieased with the
progress we Fave made in digiising our busiress

2022 Aspirations W

— Loraider remaining foaprint ol print !
products and plan adcitoral ecicrs to
reduce em ssions further

— Better vnderstand the carborimipact of our
[exiole workang policy. and ident v act ons
to tackle emissions frorm empiovee trave|

— Beter undarstanc the fooupnnt of our key
‘ b
I dhgiral products and services, |

anc we are conunuing 16 focus onthis es a priorty
— Progress or suoplier baselning and data mode:s

— Introguced seven daa secunty end pracy
prinuples as foundanen for cyber secunity policies

Pesrson needs to comnbure more 1o the planet than im 1akes
oLl Our pronities are to ackieve matenal carbon recuctions

ard to reduce our enaronmentzl footprirt We also strive 1o

use our capabilinies to educate through responsible cortert

ard partnerships.

Journey to net zero

We are tak ng responsibility In our owr oocrations to reduce
carpor emissions - aiTing for net zero by 2030 This s one of our
Group non-iinanaal KPIls

Ye zim ta reguce our Scope 1. 2 and 2 ermissions by 50% by 2030
against a 2018 baseline: this was approved by the Scence Based
Targets initiative (SBTI), to which we were an early sigratory

Ve have al-cady taken many steps to reduce our Scope 1 and 2
emissians, such as snfing 1o 99% rerewable energy, and we w
contnue to drive further Scope 1 and 2 emiss on savings, The key
o achigv.rg our ret zero ambitiors will be through Scope 3
reductions giver they represent more than 95% af our total

GHG ermssiors,

We are focusing our efforts 00 tac<ing emissions in our business
arcin our supply chain, engaging our employees 1 better
Lnderstanding their owa carbon footprint and wor< ng to better
understand the ca-ban footpaint of our key digtal products

ard servees

Our progress

Ths year, weve rebased our emissions to ref ec: business
divesi tures ard have reviewed Lhe progress we need 1o make
8Cross OUr DUSINess 1o meet our net zerp targets adjustng for
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COVID-1% where appropriate We reducec our combined Scape 1,
2 and 3 emissiors by 25% from our 20718 bascline, ang 1% zgainst
2020 Tne annial reducticon was driver by a combinator of our
contnued shift fro prnt o cigital; reducuon in business travel
anc employee commotng, but offsel by sncreased aclwvity ir aur
ndirect spend

Responsible procurement

We are working witn our suopliers to reduce the carbon emissions
from the products and services we n.y.

Cur suppliers represent 57% af Pearsor's 5Cope 3 cmissions.
Th rty ore suppliers contribuie 50% of tnis total, and these are
our ‘ocus. Ahgnment wih our GHG siraiegy 15 a requirernent Gf
doing business watn us Many of our biggest supghers have
already sel net zero commitments, anc we are working wirn our
rmiddle-tier supplers to ensare they set clear reduction targets.
We are using EcoVscis to track suppiter perfermance, and our
‘ocus s on ot collaboration to 'mprove global standards We
engaged on these areas ar & global supplher forurr held in
harcn 2021

Resource use and waste

Printed boaks represented 24% of aur CO. emissions in 2021
12018: 30%) Tne carbor emissions on g digitei product are
sigrlicantly less than the printed outgut Our cigital

transformat on has already made a metenal contribLuon 1o
cutting emissiors, and this will contnue As we “urther shift to
low-tarbon paper and pr nt suppliers, prinung on demard, anc by
being closer to tne long tal of the marker, we expect tnese

add uonal sieps to oelver a furiher redactions 1IN our emissiors.



Recogrisng the increasing significance of digeal in all aspects of our
business, we 12 nad the DIMPACT project. an indusy eol.abaranan
which helps Js urcerstand, measare and recace the carben
sssadaied wih digial progucts.

While we nave 2 growirg, digital sspply chaim, cur tradinonal
paper-based products reman a significant area o irpac 10 2021,
we purehased 28,000 tonnes of paper globally {2020 over 37,000
tonnes) Pearsen has a long-stending respons ble paper so.1rcing
pohcy that sets gut our oreference for papers tnat are sourced
respansibly (FSC, PEFC and recognised nat oral scnerres sucn as
CSAaro SFI)

We nave also been working 1o 1identify what happens 1o our boaoks at
the eric of ther useful I fe and what prevenrs them from being

Our emissions data

recycled We are usirg the ‘ind ngs 1o set out new interral puidance
1o ensure oJr books are designed 1o De recyelss

Business practices

Changes . business pracuces inially broaght about by COVID-19
have comr buted 1o emissiors reductions Business travel and
communng reduces as people worked fram home Erissions from
business travel fell by 57% n 2027, 1n 2021, we esumatec emissions
from working from home and aptured these in cur reporting (see
FSG Performance Dats on page 235}

e will continue remaote working practices where it makes sense.
We may see 50me 17creasc 1N emissions from g recovery in ravel as
a new normal takes Rold, and we wil' closely Mon tor the effscts

Fotlowing GreenhoLse Gas Protocol guidance, we heve row retraspect vely excladed ermissions framr reievant disposals in our bzse year arc historical

yesrs Restztements for the relevant d spesals s based on actuzl data where avallable, sLch as removal of property emissicns and impact of reduced
cmployees and where applicable, paper tonnage s erames meaningfui compar san of ermessions or: 2 like-for-like casis over a lorg penod. Both
recalculated and reported em ssions 2re cisciosed nthe taole belaw Far a full set of cata end metnadology, please refer to our ESG per‘ormance

tzhble on pages 230-241

2018 Preaosl,

ICC e Repoilss e 221 20207 2021*
Scope ” 13,057 12,209 12,500 6,534 8,396
Scope 2 (Location pased) 49,320 41,580 38,298 28,385 23,333
Scope 2 (Market hased) 4583 4583 473 529 440
Scope 3 96,740 410164 2710322 313,728 308,866
Towal - Location based 659,717 483959 451,120 348,657 340,595
Total - Market bascd 614,380 426,956 422,235 320801 317,703
Intensity ratios

LCG;e per employee (scope 1,2 market and 3) 253 17.6 186 150 14.9
1C0;e /sales (scope 1,2 market end 3} 1488 _ 1135 1 i 85.0 92.7

Ths cata was sup,eCt to external independent assurance by Corporate Ciuzenshio. The scape of the assarar<e covers our energy corsumpion,
Scope 1,2 and 3 GI G emissiors and renewable elecing v claims. See oar assurance siatement al plc pearsor.com/en-G3/oJUrpose/esg-reporing

* Al rclreant Srone 2 fetegn es s aefineg wetb e G F protacal nane neer gas

enesabie

C P 700 30 <, Malesis, fee by rencvahle energy o gk groce eng gy fanfls o
lzcreery . se Metnodoiogy We mave regdrie: 3 :

allels =d _raercre
Frora ol Corporely ALtuum: ng ama S~por Py Siardzrcrevsed 2omo ing e Seope 2 anel
erwh s E g . ssources ioclugirg, buinotl mrea o rne Ui remen: S B s aess Srergy B onguastral

vhgenoy, ot e e gowe e menial Pan
Dty zorsampnon i tdWe ang vee s

erergy camincates (RCypir e country of cons.
Compares a7 J0LS [ MEthas we Fave oo

Take [hange e
consorted fror

Imzge re~oved




Non-financial information statement

The followang table outhnes waere the key contents regd remerts o the non -fimancal infomanon statemens (as reguired ny secncns 41404 and
41478 of the Comparies AcT 2006) can be “ound m this cocument

WS our website at plc pearson.com/en-GB/corporate-policies (or a complele sel of relevant environmental. socal and governarce policies Cur
discios.res are al gnec to globally recogrised reporting standards sach as SASE (sce page 236), 1CFD (see cage /0), Global Repors ng nimative (see
page 237), Cavhon Disclosure Project (COF), LN Globa Compact and Sustainable Develosmens Goals,

Reporting requirement

Pearson policies and procedures

Section of annual report

Environmental matters

Employees

Human rights

Social matters

Anti-corruption and bribery

Policy embedding, due diligence
and cutcomes

Description of principal risks
and impact of business activity

Description of business model

Non-financial key performance
indicators

EnviranTertal Polcy

Paper sourang Fol oy

Coce of Conduct

Humezn Jghts Staterment

Raie ng Concerrs and Ann-Retaliat on Pohcy

Heallh & Safery Poloy

Diversity. Equity & Inclusion Siatement
Business Partner Cone of Conduct
Human ghts Statement

Globat Cantent anc ecional Pal oy
Modern Slavery Statement
Safeguarding Prnciples

Human Rights Staterment

Codde of Candact

Anu-Brioery arc Corruption (ABC) Pahcy

Raising Concerns and Ant-retaliauion Pal-cy

Giftz and Hospialty Policy

Susiainable Business Straregy: pages 20-45,
pages 52-53, pages 230-231

TCFI Report. pages 70-7.2
Our Pecple: pages 4-5, pages 40-43, pages 45-3°

Diversity and Irddusion peges 4-3 pages 40-£3,
pages 48-51

Huraarngas page 43
Our customers pages 60-69, pages 73-"11

Our Peopte, pages 4-5, pages 40-43. pages 48-57

Sestzimable business strategy peges 40-55

Governance, pages ~01-111

Ris< Governance pages 60-69

Sustainable business strategy: pages 40-54
Ris« Governance pages €0-69

TCFD Repaort pages 7U-72

Our business model pages 20-27

Our stakeholders. pages 16-15

FSG Performance Data pages 230-241
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Financial review

Strong financial
performance and
building growth
momentum

Image rermoved

“We delivered a strong Group
performance in 2021, with 8% underlying
sales growth and adjusted operating profit
of £385m. With a lower interest charge
than previously expected of £57m and a

tax rate of 20% we delivered an adjusted
EPS of 34.9p, up 22%."

Sally Johnson, Chief Financial Officer

Financial summary

Business performance

Zrrllons 2001 3070 —ezdiregrome (ERgrovar  Iraerlyrg gronh
Sales 3,428 2397 1% 7% Bl
Adjusted operating profit 385 13 23% 33% 33%
Operatng cash flow 388 315
Adjusted earnings per share 34.9p 28.7p
Netcebt (350} (453)

Statutory results

 milors 2021 2720 ceadinegome CEigreats  Jroereg groech
Sales 3,428 3397 * % 7% 8%
Operating profit 183 411
Profit for the year 160 310
Cash generated from operations 570 450
Basic earn-ngs per share 21.1p 41.0p
Crdend per share 20.5p 19,56

, rEbas s urless Crnera be NlaEC LhETlY NE LTI TETES Exil LTE TRy MM
26007 IZG = o4 Lslent sl Loy Fesar gunaer RS arsercllaes e
=caltula FS oy assLrg inr average Tx nobeonoe pegorevsled trrg Lk s aaeran R

~te oz GonTlic changes o) Tag

elkeyperor™er 1o g C20se
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Financial review continued

Operating results

Saiesincreased on 2 headline basis by £31m or % fram £3,397m 11
202010 £3.£28m - 2027 and adiusted operating prof Uircreascd by
£72m o 23% from £372min 2020 1o £385m i 2021

Tre headline basis simply compares the reoorted results for 2021
with thosc for 2020, We also present sales and prof.is anan
wnderlying basis which cxclude the offects of exchange, the offect of
porticho changes ansing from acquis™ ons and cisposals and the
Impact of 2copring new aCcounting standards thar are nat
retrospectively spoled. Qur portfc 1o charge s calcalzied by taking
accaunr of the cantribution from acquaismoans and oy excluging sales
ard profits mzce by businesses disposed ir ether 2020 or 2021
Portfalio changes manly rela e to 1he szle o the Fearsor Instit.te of
Higher =ducanon (PIHE) n 2021, the szle of rhe K12 Sistemas
business in Brasilin 2021 and the sale of our remainng interest n
PergLin Rardom Hause ‘n the frst half of 2620 Acguisit ons,
ncluding Spothght ara Faeinm in 2027, had only a smail impact on
reponied sales ano profis

underlying szles for the full year 2821 on a crasional basis were Lp
18% 1n Assessmient & Quahications driven by the strergin o
Pearson VUE, Clin-cal Assessmert and US Student Assessrent,
follew ng a*ecovery from COVID-19. Underheng sales grew 11% i
Virtual Learming due Lo strong enrolment growthk invirtual Schools
i the prnor acaderud year (2020-21) english Language Leanirg
underlying sales grew 17% for the full year due e COVIT-19
recovery In both :nternational courseware and PTE, where volumes
grew compared to 2020 Work®arce Skilis urderlyng sales grew 6%
wilh strong grovab r GED and Talentlens znd growtt n BT=C and
Apprentceships Higher Edicanon underlying sales were down 5%
‘or the fulf year Growth in Cznadiar and UK Higher Educat on
Courseware were more than of'set by a 6% dechine ir US Higher
Fducation Coursewere drnver by a cecline nonrolments ano
courses per enrplment corhined, as well as price pressare cue Lo
the mix sh T “rom onint anc bundies ro e-text and platferm, and
lower manetizauar.

ellfigures m = mill s 2021 20

Operating profit 183 411

Add back: Cost of major

restructunng 214 -

Add back; Intangible

charges 51 80
Add back: Other neL gains

and losses {63) (173}
Adjusted operating profit 385 313

0 an Jnderlying has s, sales increased by 8% 10 2027 compared ta
2020 and adwwsted operatng profit ncreased by 33%. Carrericy
mavemnenis decrezsed sales by £206m and dgecreased adjustad
operating profit by £30m Portfolio changes decreased sales by £2/m
and derreased adjusted operating profic by £1m. Thore wore no new
accounung standares adopted in 2021 that impacted sales or profits

Adjusted operatng profit includes the results fram discontinaed
operalions when relevant but excludes imtangible ¢narges “or
amorosalian and imparrmrent, acquisiuon related costs, gans and
losses arsing ram acgJisit ons and gisposals and the cost of major
restructioning, A s.mmary of these acjustments s included belows

In Marck 2021, the Group annourced @ ma or restructunng
programme to run primarily n 2021, The program e includes the
reorganisalion of the Graup into frive global business divisions and
the simplificaoon of the Group's oroperty partfolo The
restructLring costs In 2027 of £214m mainly relate to the
mpairment of r ght of Lse oroperty assets, the wrte-cown of
procuct developren? assets and staf’ redundarcies. There were
no costs of major restructurmg in 2020
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Inzangible amortisation charges in 2021 were 25Tm comparec 1o a
charge of =80m ir 2C.20. This reduction :s due Lo & decrease ir
ACqUISINION 0T vty 1IN recent years anc add.tional intargible charges
which were recorded n 2070 and are not repeated ir 2027

Ourer nel gairs and losses in 2021 larpely relate to gains from the
disposal o PIHE and the K12 Sisternas business in Brazil offset by
costs related 1o the scguisiion of Faethr ane the wand cown of
Cerair stratepic review businesses Ir 2020 other netgairs and
fosses largely telate 1o the sale of the “craning interesr in Penguin
Rancorm House,

The stz utary operaung proft of £183rmr 2027 compares 1o a proin
of £477m n 2020 The oecresse 1" 2021 s mialnly duc to tne gam on
sale cf Pengumn RzndoT House recogrised im 2020 and restruclurng
costs i 2021 ofset by improved rrading prof ts, reducee rtangible
charges and gains onthe 2021 basiress disposals

Net finance costs

Netinterest paysble -eflected in adjusted earm'ngs in 2021 wes
£57m, carpared to £6” MmN 2020 The decrease 1s mamly duetoa
reductior ninterest payable on lease hdoilities followng tnc d sposal
of Pl L.

Net fimance incame relztirg 1o ~etirement herefits has been
excludec from our ad usted earnirgs as we behleve the ncarre
staterient presenialion does rol reflect the ecoromic sabstance of
the underly ng assets arc labities Also ngluded in the starurory
definion of ret firance costs (but not n cur adjusted measure) are
INterost ¢osts relatng 1o acouisinion or disposal transactions., foreign
exchange and other gairs and 1osses on cenvatives Interest relat ng
O acoLIstion or f sposal Transacnons 1s excluced from adjusied
carnings as 7 15 corsidered part of the acgus ton cost o crsposzl
proceeds rather tnan being re‘lectve of the undertying financang
costs of the Group Foreign excharge end other gams and losses are
exciuded from adiLsted earrirgs as they reQrosent shovi-rerm
Fuctustions ir marketvalue ang are si.bjecr 1o significant velaulty
Crher gains and losses may not bhe real seq ir due course asit is
normally the intenuor to hold the related irstruments 1o mMaturity

it 2021, the total of these tems exc..ded from adjusted earmngs
was Ircorme of £31m compared 1o income of £4min 2020 Net
finance income relat ng to reurement benelits decreased ‘rom £6m
1N 202010 £4r e 2027 reflecing the comparative fanding positon of
the plars at the beginming of each year and nigher orevail ng
discount rates In 2021, fimance mcorne of £&m relaning ta the
revaluaton o the US K12 disposal proceceds was recorded 2nd there
were gains on long-term interest ate hedges and loreigr excnange
galns on unhedged inter-company loans anc cask and casn
equivalents in 2027 compared to 2020

£ rullcns 2021 2020

Net interest payable {57) (67}
Finance iIncame In respecl

of retrement benefits 4 6
Fair value remeasurement

of disposal proceeds 6 26
Other net fingnce costs 21 (28)
Net finance costs {26) {57)
Taxation

The effective 1ax rate or adiusted earnings 1n 2021 was a charge of
*9.5% comparec 1o an effective Lax rate charge of 13 7% in 2020
The Incresse i the effective rate 1s mainly due 1o a benefit from the
release of tax provisions due (o the expiry of the relevant statute of
Irritation which was recorced i 2020 and 1s nor repeated .0 2021

The reported 1ax charge on a statutory basis in 2021 was a crecit
of £3m (1 8%) compared to a charge of £44m (12.2%)in 2020, The
principal reasons for reduction in the tax ¢t arge are the benefit
received ‘rom the revaluetion of deferred Lax assets followng the
Increzse in the UK tax rate from 19% 1o 25% together with a bencfit
from g change in ltalian tax law,



The Budgetin March 2021 announcec an increase 1n the UK
corporauer tax rate 10 25% witk effect from 1 April 2023 This was
sLbstantvely engcted on 24 May 20217, The UK corporanon tax ratye
increase hasresulted nar nerease of £27m 11 the UK ceferred tax
llability assaciarec wth the UK Group pension plan asset pos ton,
which has geen recogmised in other comprehensive mcome, together
with a £25r increase n UK deferred tax assets, which has been
reccgrised In the inceme statement “he UK corporat.on tax rate
cnange 1s hereficial Lo tne Group's statutory tax ag Lircreases the
value of certam UK tax attnbutes of the Groun such as tax losses and
as noted above, redaces the overall stasutany tax charge

Ooeraung lax paid in 2027 was £60m (2020, £10m) 1 2020, tax pa-d
was IMmpacted by rofuros receved ir the US and UK relating to
historical periods. Nor-operating tax paid was £1177n 2021 {2020:
refund L12m) of which L97m reiates 1o the ongoing EU Commuission
INvestgatan Into whether certair aspects of the UK 1ax system
const wuted State AG (see note 34 1o the irancial statemants for
‘urther cetals) The Group exnects (o recover the funds ik due
course. The £97m 15 recognised as & NoN-cUrTent 12X asset

Anet delerred 1ax asset of £17m s recogrised ir 2027 compared 1o
anel L30m deterrec tax lability 2020 The movemeartis primarily
due 1o the unwinc of deferred Lex Lapihiies The carrent tax creditor
prinapslly corsists of provisions for tax uncertaintes There are
conungent labltes in relation to tax as oJthred in note 34 1o the
fimancial statemens

Earnings per share

Agjusted earrings ncludes adiusted operaung pro’i 8¢ adjusted
‘Imance and f2x (harges. The reooncling tems betweenthe statatory
NPULs 10 earrngs per snare and the acjusted npuats are discussed ir
the FIreviQus seciions

Adjusted earrings per snare s 3490 2021 compared 7o 28 7pin
2020 Tre .nc ease s prmartly driver by an increase in adjustea
operalng profit, a redacs onir net finance costs offset by an ncrease
In tne ad usted effecuve tax rate,

Financial expectations

STGIULOTY @arnings per snare s 21 1p - 2027 cotnpared 1o 41.001i0
2020 Tnedecrease n 202715 mainly due 10 a reduction inwne
statutory prof T as aresalt of rhe gain on sale of Penguin Rendom
House recogrsed N 2020 and restraciunirg costs in 2021 offset by
imp-oved trad ng profis, reduced irtargible charges anc gairs on
the 70217 busiress dispasals Ir andinion there were Increased
finance casts and tax charges ir 2020.

2022 outlook

we are conficert of further Group reverae growth, with adjus.ed
operaung profii, 1Mterest anc tex expected tc be 10 line witn carrent
market expectations Qr a divisioral basis we expect.

— Assessment & Qualfcauors reverde growth of low Lo mic-sirgle
dIgIts witn STronNg Marging mantainec

— Growth in Virtual Learring revence wih low-snge digt growthin
Yiriual Schools and Figh-single digic growth in Griine Program
Maragernent (GPY) witn further margin expans on through
operauanal efficienoy improvements ir 0P

— Enghsh Language Learnming rever Je growth of mid-single digits
This drasion conninues o recover from COVID-1S with further
marginimproverment expected

— Sign ficant rever e growih i Workforce Skills underpinned by ke
acousitions of Faethm and Credly Margins will be break-ever as
we IMvest 1o accelerate growin

— hugher Fducanor revenue to dechne, but by less thar last year
w Lk margin stabilisar or. refecting cost efficiens es We expect
errolments to decline, but at a lower rate than ir 2023, although
that coud improve We also expect pricing pressare 10 conunue
due o the shft from print to eBooks anc Pearson+, and ‘rorm
bundles to digital unty, oFset by recapture of the seconcary
markat

I the lange- tarm we expect the GroLp (o ackeve md-single digr
revenue CAGR from 2027 o 2025 ang for margirs 1o remam

relat vely stable N Lhe near term. 23 we INYeSL Lo arve growin,
improving by 2025 10 mid-teens

The tabie beow saows our ‘inancal expecta: ons for 2022 and
beyond by dwision

LIz orpectaions Sevenne TAGT

2021 revenue h;argjns
Seprar (Erm) 2021%* Margims» 2022 ¢ 2025 Warg e 2025
Low 1o Low to
Assessment & Qualifications 1,204 18% mid-single digit Mantained mid-single digit Maintanea
Incremental
Improvement N
Virwual Learning
Low o due 10 O-M Mid-high
\virteal Learning 713 4% mig-single agit efficiencies single cigit Lew double digit
Md-single Improverment Md-hgh
Cnghsh Language Learming 238 6% digizal versus 2021 sngle digit Mid-teers
Exisurg business,
Mid-nign simgle digit 2025 revenues
>L0% ‘cr Faetrm more than double
Workforce Skills 172 16% and Credly Break-even 2021 Low couble digit
Down fess than Low to m a-single
Higher Educaucn 849 9% 2021 Srabilisatuon cigit Miz-Tecns
Straegic review 252 9%
In line with market Mid-single
Group 3,428 11% Growth expectaticns digi Mid-teens

boag)Lstoed sperat g prLtmen
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Financial review continued

Cther cormprehensive income

Incluged in other comprehersive Income are the ret excharge
drfferences on transtztion of “oreign operatiars The joss or
translation o f6mir 2021 compares to a loss 1n 2020 of £10%m The
loss 1 2021 arises dae 1o the strengthening of the LS dollar being
ofset by the wezkening of ather currenc es Lsed by the Graup A
signif cant proporlion o the Group's operations are hased nthe US
anc the Us collar strengthened in 2021 *rom an opening rete of
f1$1.37 104 closirg rate st :he end of 2021 of £1 $1 25, At tne end
of 2020, the US doliar had weakered from ar operirg rate of

£1 %132 10 g cosing rate o L7:81.37 and this movemcrt was the
mMan reason for the lass 1in 2020,

Asparcleded in other camprenensive ncorme i 2027 15 an actuanal
gar of £149m in relaf on io retirement berefit coligations of the
Group The ga.n arnises Trarr the fevourable impact of cranges in the
assurmtions used 1o vakle the labilt.es nthe plans and .n perncular
mavementsin the giscount rate. The sctuansl gairn 2021 of £149m
caompares 10 en actuanal loss in 2020 0" £23m. There1s a £67Tm 1ax
cnarge related to reurement penefit ebligat ons recogn sec i ¢ther
comprehensive Incame, which 1s prima-ily driven by the change in
the UK corporation tax rate from 1%% to 25% 11 2023 increasing the
deferred tax lzbility held on the balance sheet

Fair value gains of Z24m have peen recognised n other
corprehensive Income and <elate to movernents in the valee of
investmenis in unlisted secunties beld at fa r vaiLe througn other
comprebensive incorme In 2020, far value gairs of £74m were
recegrised ir other comprehenswe nCcome.

in 2027, t4m was recycled from the currency t+anslat on reserve 10
Ine ncome statement N relat on e businesses cisposer In 2020, 3
luss of £70m was recycled rom the currency trensistion resernve 1o
the income staterment A relat on 1o the disposal of Penguin
Randorm House

Cash flow and working capital

Qur operaung casn flow measdre 1s a0 adjusted measare ased to
3l gn cash fllows with ou- adjusted prefit measares (see note 33 Lo
the financzl statemen:s). Operating cash inflow ncreased on a
headline basis by £73m ram £315m in 220 1o £388m n 2027,
The increase 15 largely explained by the drop-through of increased
operating profits and an improverment in net working csoital
(including product development) oifset by ar ncrease in

Lapital expenditure

The equivalent statutory Moasure net Lasn generated fram
operations, was £570m ir 2021 compared 1a £450m in 2020
Comuoared to operating cash “low, this measure INcludes
restructurmg costs bul does no: include reguler div dends from
esscciates | slso excludes capital expendirure on property, plant,
cqu pment snd software, anc addivons to right of use assets as well
as disposal proceeds from the sale of oroperty, ptant, equipment and
r ght of Lse as=ets (Inclucing the impacts of rarsfers te/from
nvestment In finance iease rece vable) In 2021, restructuning cash
outflow was £24m compared 10 £38™ 10 2020

In 2021, there was an cverall £176m decrease 10 cash and casn
equwalerts compared 10 anincrease of £679m 10 2020, The
decrease in 2027 15 primarily due to repaymen:s of borrowings o
£167m, drvigends paic of £149m, tax paid 0° £7 77 m, interest
paymerts of £67rr. capital expenoiture of £176rm, acquisilions of
£69m and repayments of lease habilmes of £88m. These were offset
by the ¢ash infiow from ope-auons of £570m and proceeds from
disposals of husinesses and investments of £131m

Working cap:tal prowisicns conunue 1o be an ares of focus for the
Groun in tne ight of the impact of COVID-1Z on trad ng, in pari:cular
the adequacy of inventary and bao debt provsions Reductens in the
total level of Inventory held by the Group are ar ven by the digital first
strategy znd the res.lting redl.cuion in physical product. The increase
in trade and other liabil ties held by the Group s driven by trmng
dilferences which have increased deferred income, an increase in
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accruals relaled 1o severance and the recogniuon of de‘erred
cansiderator inrelation 1o acguisuons made n 2027, The increase
I~ trade and otner receivables Peld oy the GroLp 1S driven by revenue
growmn whicn has increased dentars despite strong collections end
a~ overall reducuon in the cad deb: provision,

+ ol 201 2uel

Nei cash generated from

operations 570 150
Dridends from joint

venfures anc associates - 4
Capital expendtture on PPE

and sofware (206) (195

Proceeds from sale of PPE

{ndl disposal and ransfer

of leased assers) - 18
Add back costs pait for

major restructuring

projects 24 38
Operating cash flow 388 3i5

Liquidity and capital resources

Tre Group's nel cely reduced from £463m at the erd of 2020 to
£350m at the end of 2021 The decrease s largely d e 1o positive
operzaurg cash flow and oroceeds fram disposa's of businesses
partually cffset by tex, imerest and dvidend payments Tax payments
in 2029 include gmounts related (o State Ao which the Groap
expects (o recoser in due course

in May 2021, the Groap repaid the remaming €195m of ns £500mM
Furo 7.853% notes. I June 2020, the Group compieted the rissuance
of £350m gLararteed notes matur g 4 June 2330

Net dent

;:-r-r;wlhcwns - 2021 2221‘7
Cash and cash equivalents 937 1,116
Irvestrnent in firance

leases 115 T30
Derivative finanoal

nstruments (2) 11
Bark loans and overdrafis - (2
Bonds {767 f965)
Lease liabilities (633) (752}
Net debt (350) 463)

At 31 December 2021, the Group had availao.e lgaicity o” <£1.6bn,
comprising certral cast balances and its undrawn $1 19bn Revolving
Credit Fadllity (RCF). In Fenruary 2022, ~he Growup renegatiated its
RCF, extendirg the maturity of $15n of the facility by one year to
February 2026

In assessing the Graup's viability for the five years to Decermber
2026, lhe Boarc analysed a vancty of agwrside scenanas incudirg 8
severe bl plausible scenario where the Group 1s -mpacted by all
prinupal nsks from 2022 as well as reverse stress esting 1o dent:fy
what would be requires Lo either breach covenants or run our of
lguidity The severe but plausible scenar-o modelled an impact from
risks whicn 1N aggregate were significancly greater thar anylhirg seen
N 2021 continuing throughout 1he five-yvear per.od.

Even onder a severe downs de case. the Groun would maintain
comloriable hguid iy headroom and sufficient headroom against
covenant requirenents during the perod under assessment even
before modelling the mizgating effect of actions that management
wodld Lake 1r the event that these downs de r sks were (o crvstallise
The downsice sceranaos assume that the RCF will be avallable
throughout the period 10 37 December 2026,



At 31 Degcember 2027, the Group was rated BBB- (stabie cutlook)
with Firch and Baa3 (stable outlocx) w ih Moody's

Post-retirement benefits

Pearson Operates avarely of pension ang post-retrement plans.
Our UK Growp pens on plar Fas by far the larges: defired benefit
secuon We have some smaller cefined penefit sections in the US
ard Carada but, outside te UK, mos: o' 0Jr compares operate
defined contriator olans

The charge 1 profitin respect of worldwide pens ons and post-
retremen: benefiis amourted to £58in 2021 (2020 £34m), of
which a charge of £62m (2020° £60m) was reporied n adjusted
operating profit and income of £4m (2020 £6rm)was reportied in
other net finance costs e slignl ncrease in the operaung charge in
2021 1z mamly exolamed Dy curtallments recognised 11 2020 which
are not reoeated in 2027

the overall surplus on oK Grous pension plans of £470m ar the erg
of 2020 has increascd (0 @ surplus of £537m at the erd of 2027, The
Iincrease has ansen prncioally due o aciLanal gans whick arise ‘rom
the favourable uneact of thangos nthe assumpnons weed tovalue
Lhe lizbiiiies in e plans and In paricular movements N the discolnt
rate Inatal ou”worldwide net position 1 respect of pensions ang
omner post-retrement benefis increzsed from g net asser of £ 325m
LiFe end 0of 2026 to a net asset of £471 at the end of 2021

Businesses acquired and businesses disposed

In September 2021, the Group completed the accu s tio of 100% of
the share capital of Fzotnm Holdings Pry Lirmited (Faethm), Faving
already held 3% o the snare capiial previously, Total consideration
‘or the acgL siion was £65m compr sirg cash consideret on of £49m,
£om related to the Group's existing rierest r Faethm end £10m of
conungent considerauon payable ir two years Net assets acquirec of
L£27mm have heen recogn sec or the Group's balance sheet includirg
£271rm: of scquired nteng ble assets. Goodwill of £38m has also baen
reccgrised inrelator (o the acquistion

In 2021, the Groug also rmade two smalicr acguisimons for total
carsderadon of £11m and acoutred interesis N Lwo as50c ates,
Smasacet anc Acagemy of Pop, for torzl consideraton of £17m
There were 1o s gnificant acquis tions in 2020

The cash outf-owin 2021 relauing to acquisivons of subsidiares s
£55m Inaddition, there s a cash ogtflow refating 1o the acou sron
of assor ates of L7 0m and irvestments af £4m 10 2020, the cash
outflow it relat.on 1o acquisition of subsiciaries was £6m which
related 10 PrIor yes' acquisiions, ang the cask ourflow n relat o 1o
acqusiugr of Invesimenis was £6T

In Marck 2021 tre Greup annourced the sale of s interests ir K12
Sistemas It Brazil. The szle completed on 1 October 2021 “or
R$789m reatsing a gain on dsposal o £84min 2021

Irt Parck 2027, the Group annourced that it was launching 2
strategic review of its nterr atonal courseware local publisning
businesses The siraieg ¢ review 1S progressmg nline wik plan. The
related assets have beer assessed in ignt af IFRS 5 'Non-current
Assers Beld for Sale and M sconuinued Operaucns and tney do rot
et the ¢ntena o be dassified ¢s ne d for sale

In Navermber 2020, the Groug anrounced e sale of its Inrerests ir
PIFE in 50Utn Afnica At ne erd of December 2020, the assets arc
habilines of P'—E were classifiec as helc for sale 01 tne balance sFees
The sale vompleted on & =eoruary 2021 for nominal considerztion
realsirg aloss on d spasel of £5min 2027,

In Decernoer 2019, th¢ Group aanourcec the sale of its rerraming
254 interestin Penguir Rencorm Hoose The pusiress was sold at
ke beginning of Aonl 2020 for $675m realising @ orofitof £180m

The cask Nflow 1 2021 relslng to the cisposal of businesses of
£82m manly relates to the disposal of tne K12 Sisterras business
ard deferred orozeecs ‘rom the JS K12 Courseware sale n 2019

oifset by casn disposed with PIHE and otner disposal costs. In

a0d nomon 2021 there s 2 casn inflow o ££8m relat ng 10 the
disposal of certar irvesimerts held at fa r value througn other
comprehersive iIncorre The cash nflaw 111 2020 of £631r mainly
rela.es (o tre disposal of Pengain Rencam House and the de‘erred
proceeds f-om US K12

Dividends

Tne divderd accounted or mour 2027 fingraal statements tetalling
£145m represents the fnal dvigend in respect of 2020 (° 3 Sp) ang
e mtenT dwioend for 2021 (6 3p) We are pronosing a ina.
divdend for 2071 of 14 2g bringing tF ¢ total pa d and pavable in
respec: of 2027 to 20 50. This inal 2027 dvidend whick was
approves by the Board in February 2022, s subject to anproval at the
fortheoming AGM and w i, be ckarged agains: 2022 profits For 2021
the divdend s covered 1/ imes by adjusted earmings

Share buyback

On 24 February 2022. the Brard approved a £350m share buycack
programme - araer o return capral to shereholoers Tne
programme wil comrrence in 2022 Tre shares aaagh: Backwall

be cencelled ana the nomralvalue of the shares wall be transferred
o the cepital recermpuon reserve,

In 2020, approxmately 30m shares were bought back and cancellec
ata cestof £176 [he rormimel valte of rese shares, L7mM, was
transferred te the capral redermption reserve,

Climate change

The Group has assessed (e impacts of cimare change on the
Group's financial statemenis, The assessmens: did not denufy any
matenal impact on the Group's sigrilicant fudgements of esurates,
the recoverat ity of the Group's sssets at 27 Docernber 2021 of tne
assessment of soing corcerr “or the perod Lo June 2023

Post balance sheet events

On Z8 January 2077, the Group acquired 100% o the snare capial in
Credly Ing, ~avirg previously helc a 12 9% nterest in the comparny
Totzl cons deraton s c$200m comorsing upfront cash cons derat on
of ¢§7 42, Pearson's existing nterest vaiued a. c$42m and ¢516m of
ge‘erred corsiderat.on Ner assers accuired will mainly compnse of
acgu rec iriangibie assels

InJanua~y 2022, the GroJp recenved $117m nrelation o full anc
fnal payment of the rea ning recevable ualance wich arcse on the
disposal o' the US «-12 business in 2019,

In February 2022, the Groun renegotated its revoiving crecit

facility, cxzerding the marur fy of $1hbi of tne facil ty uy one year ¢
February 2026,

(On 24 February 2022. the Beard approved a £350m share nuysack
programme r orcer 1o retdrn capal to sharenalcers e
programre will comrence in 2022
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Risk

Risk Governance

Effective risk management is essential to effectively
executing our strategy, achieving sustainable
shareholder value, protecting cur brand, and ensuring
good governance.

Irmage removed
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The table below sets out the Group's governance structure for risk.

Plc Board (Oversight)
— Resporsinie ‘o7 the Gloup's strategy

— Approves the antual budget and 5 year plans

Audit Committee (Oversighn)

— Provides oversignt and assurance Lo the Board
concerning the rtegrity o' the company's
proceddares for identfying, asscssing,
managing, and reporung or ris<

— Monitors ard evalJates tne Groups compliance
and rish managemert processes and control
programmes

— Approves the Groap Risk Management
Framewvork

— Approves Intorat audit plans

— Determinesrick appeiiie ir Ine wiln Group stralegy
— Conducislargeted reviews 01 ke, 11sks

Reputation and Responsibility Committee (Oversight)
— Corsiders the company’s impact on sodiety ard the
COMTTanities I which Pearson opersTes, ncuairg
ensuring that risk management processes are Ir place
10 marage “elevant rsks

tecknolog ., Direct 1o Consumer, legal and HR)

wath sk appetke

Executive Leadership (Assessment and Miugaton}

— Camprses ne TED, CFQ, desiona, pres denrs and
funcnonal heads irduding finance. strategy and

— Accadntable for ensuring that rsks are mingsied 10 lire

— Responsible “or the execution o the G oup's strategy
— Respensible for rev ewing and approving the prircpal
rsks, mit gaton plans and carirols

Group Risk Function (Support and Report)

— Prepare the risk managemens: framoworx

— Mantain the Groun risk regster and the st
of principal risks

nisk exposures

— Review rske wh dwisions to assess and momior

— Pregare ¢ corsaligaied nsk view for the Exccutive
Leade shio
— Provide oversight over group risk mansgement actiagy

— Revort o the Audir Commirtee o risks

—

— Serior leadership itk in each Bus ness veli be
resporsitle forimplementng the nsk
TIngalons and repor: ng on the ret nisk

— Rezk commitiees wathir each dnasion assess (e
prNCpal Ns<s @nc mplernent Lk e sub-
LOMIM [Tees a5 Approprate for dwsion-specrfic

Senior Leadership (Identfy, Assess and Mitgate)

Technical specialists (Identfy. Assess and Mizigate)

— Funchonal leacers are supnorted by technican
spec.a sis Who are responsibie for fisks that roguire
Corporzte Quersight

— Dwizions are supported by expert sk management
ez T et provide aperalioral sunport, guidance,
pahey. advice

expos.res

The internal
audit function
{Assurance)

The nernal aude
tunguon s
respansible for
providing
ndepencen:
255Urarca (o
maragemen

znd the Audit
Committee on the
design and
e‘fecuveness o
internal cortrols, 1o
mitigate stretegic,
firancial,
operatonal and
complance risks

Risk Management Experts (Miligauon anc AssLrance)

— +Finzncal Funceons, Comphance, Cortrols, Lega! J

Personnel across the comuany ate trained Ir ris< rmanzgement widernfy, assess. mingae and escalate

The Board 15 ulumate’y responsibie for revsew ng Manzagement’s assessmen: of tre Graup's oring pal risks ard settng ire Group's
Y 3K appette
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Risk continued

The Audit Committee has the delegated respons'bility “or reviewing
the effectiveness of the Grouc's procedures for the identi‘ication,
assessment, management, aac repornng of risk

R sks are maneged at & drvisional fevel Dvisional Presidents,
s.pporied by rechnical experts ether wiinin ther dvisior or
operating In onc of the certral contres of cxperuse, are ulumately
respons:ble for their division’s risks,

kach divsior’s leadership team regulorly rewiews s rsks and
condidts r gorous risk reviews when commissioning new products
ard services Risk reperls zre shared walh key stakehalders, imciuding
the Erterprise Risk Management ream, anc are d'scussed et Pearson
Executive Management leam meetngs.

Each dission is expecled 1o present ar averview o° 'Ls rs« register 1o
the Aucit Comm ttee at least annually anc (o provide a deep dive on
key risks, supported by central risk leam experts as 1equired Deep
dive sess ons are also held witr enterprise-wide furcuons such as Lax,
treasury and cyber secunity

The Audit Committee uses these deer dive sessions 1o Jnderstand
the rigoLr a“ management's sk scznning anc to challenge ary
|sdgerrents being made in response to rsks

The Internal Audit team prov'des independent assurance to the Aadi
Comrmiuttee on the effectiveness of mternzl controls It plans internal
aadits aligned to Pearsan's preates: ereas of ident fied rnisk, and the
Aud L Zommiltee conodcls a review of any ssues anc risks that arise.

Risk environment

The Group operates IF Marke1s In (ontent, 355essMents and
quasfications where it nas helc leading posiuans over several years
ard where the bosinesses and markels have progressively become
more digital Growth i the Croun's Virtal Learring offering will come
mainey from Onl ne Program Maregement, but also duc to increased
demand for Virtual Schools driven by a strong nanaral brand and
significant scale.

The strategy ‘or Englisk LargLage Leanming and Workforce Skills sees
each significantly expand in scale and scope heyord the currert
ofeqngs For English, while we further bulde ous direct to consumer
sirategy. Lhe heys to our success vl come (-om winrnimg i our other
segments, especially high staxes assessTents For Workforce S«lls,
success will be conungent an our sbil iy (o provide employers with an
end-s-ena salunor powered by our ability 1o assess and verify skills

Factors atfecting the markets i which the Groun operates include:
increasing choice ameng digital learming prowviders; teckhinological
cnange, ard the level of educzuor wition fees The Group seeks 15
maximise the opportarines orm changing market condwons while
batancing these with appropriate menitoring and uncerstand ng of
assoclated risks

Risk identification and monitoring

Our niskidentification processes follow a dual auproac Firstly,

4 op-dowr view which considers strategic nsks relevant acrass
the whole of Pearson Secondty. a bortam-up approach at

a unisional level wrich identfics gl nsks faced by a dwvision these
are highlighted in management repartng and 10 each drasion’s
five-year plan

Detatec interacws are conducted twice a year with cacn divison 1o
assist with nis< assessment and management. R sks are then ranked
accorong w therr kely impacr as principal nisks, signficant near-term
risks, emergirg risks, or other risks.

Classification as principal risks, significant near-term
risks, and emerging risks

We define cur principal rizks as these which could have a significant
and ongumng effect ar the Group's valu.anon by reducrg the demanc
or profitzbility of .ts products end services Cffectuve maragerent of
these risks Is essential to execunng odr strategy, achieving sustainable
sharebolder value, mamtarming our reputatror, and ensuring good

\U’]Egt‘ removeo

guvernance, They do not comprisc all the nsks essocated with gur
business and are not sel oJt Ir priorsy order Aadiiorat nisks rot
known 10 management. ar currenty ceemed o be less matenal, may
also have an adverse elecl on our business

Significant near-termr sks are risks which coulo nave a significant
near-term cash impact ar affect the Group's short-tern resules but
wodld not be expected to nave 5 sgnificant additicnal ongoing effect
on company veluaton

Emerg ng risks are risks whicn we believe are well mitigated in the
short term but may represent a sigrificant future opportunity o
threzt These include company-speafic risks cnd risks affecting the
IMELFG-2L0OMOry,

Principal risks
During 2021, the Soard of Directors undertook a robust assessment
of the currens r sks facing Pearsor, in 2ccorcance witk orovisior 28
of the 2018 UK Corporate Governance Code Thesedentfied the
following as Principal Risks, as welt as a numoer of Emergirg Risks
and risks which while more modest could hawve a Significant
Near-term Impeat, For each of our principal nsks, tae tables below
ideritfy
— the change in the nsk over the last 12 montks
— movarrentand outlook for tha: r sk
— management alions
— the ink between the sk and tre Group strategy
— our nsk tolerance
— exarnples of the risk
— riskcortagion te the extent to which issues 1 one area

could in turn increase the r sk i other greas

— rniskvelocry’ e, anindication of t1e speed at woich a risk
could mater ally impact the Group



|
Accreditation Risk

Description

Movernent and outlook

Management actions

Link to strategy

Risk tolerance

Exampies of risks
Risk contagion

Risk velocity

Termir

tior, of accreditauon due to policy changes or fallare to rrantan the accredigtion of our courses ard
assessments roT slates, countries, and professional associaiions reducing ther eligiihly for fund ng or attracuveness
forleaners

Th e risk has mcreased 1o @ moderate level, pamnanly resulning rom external factars partcdlarly increased global
polucal nisk ant some ant -Lestng senument The rskis expectec to remain at a similar level for the next 12 montns as
governments review thei” oractices 11 the wake of COVID-1% and populst palitical pressure remains n key markets

1. Continue 1o evolve and enhance secur ty. data arc governance standards to preserve trost

2. Bxend our intenim offerirg (Transcend) to be a K-12 assessmert system, complementary acg.is tons (MZ0 and
Spotlight) to suppor: movement into district partnershp racke:.

3 Continue to grow full-service offer ng, Includirg or-screen capakb. ities tutor ng 2nd onlire proctoring This helps 1o
ensure relevarce by helping o skape change in response to consumers’ needs in the global assessmert markel.

Ensudng we can paruc pate 1n satstirg the growirg reed tor acoreditator and cermification

Low - Pearson sccks to operate n stable, well-regulated markets with known recuirerments 1o be accreded and Tnen
nas a low tclerance for tak ng nsks which may nsk tnat accreditation.

Pohucal anc regulatary
Accreditatior risks ave ikely 1o have a financiz’ impact but have | mited risk of contagion

fthere were 1o pe majzr lorg-ierm changes nregulation. iT1s ikely that these wauld occar aver @ onger penod
more liket, 1o mpacin three-fee years' tme

Capability Risk

Description

Movement and outlook

Management actions

Link to strategy

Risk tolerance

Examples of risks

Risk contagion

Risk velocity

iraoiliyy Lo meet aur contracldsl obligetons or Lo irensform as required by our strategy due o infrasiraciure or
organisetional challenges

The risk has ncreasec over the last 12 Torths This s dus toincreases ir si-ategic rsk and external factors Executior
risk assoc stec with del vering the Groun's new strateg y and Increased compeution ‘or talent, espes
tecknolagy pace have INCreasec e nsx

&,

Thie risk 15 expected 1o rermair ata similar elevated level for the next ~ 2 montks as key new reglirements of the new
strategy are implemented,
1. Each dision conducts ongoing reviews of its key systems and implements updates znd remedies where necessary.

2. The Groug has been reorganised inte five pusiress dvisions 1o provice greaier aulonomy aro Lo allow tne
ailocar on of resources to the arcas of greatest neec

3 Tre Group monitors employee Ne: Promotion Scores througn guasterly pulse surveys anc has 2 sign-icant foc.s
on learring and development to belp - etain key talent

4 Acguisitions sach as Feetrm have been -rade “o bulld Te Group's capability 10 key strategic areas, such as
Warkforce Skils
Capab lity relates 1o the three prig-ities Lo unlock 2rowth.

— Consurer-focused and data-led zpproach

— Foritalo and crgarisatora: structure

— Talertanc culture

tdedium - tne Group aiMs to ensure It Nas 1ne capab lity to celver strategic objectives, *equIring sTTONg CoOraration
and plarn ng, but witnout sufling nnovation or becoT ing too bureaucratic

— Business Transformation anc Crange

— Talert

— il Hesilience

Faliures In capability colld resuit inincreasec Reputaton anc Responsibility risk and “allu-es 1o meet

Custoer Expeciations

Farures of capability coLid impeact winn & s-mantt oeriod
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Risk continued

L. |
Competitive Marketplace

Description

Movement and outlook

Management actions

Link to strategy

Risk tolerance

Examples of risks

Risk contagion

Risk velocity

Significant cnanges In our target rrarkets could make those markets less attiracive These LoJle be cue o significant
changesn cemanc or in supply whick impact the aderessable market, market skare and margi~s (6.8 (nanges in
enrolments, msoJurcng of learring and assessment hy customers. Open Educat.onzl Resources, shit from in person to
virtLal or vice versa),

Tre risk has increased i the last 1.2 months and 15 expected to stay al a similar iever far the next 12 manths, Tre

increase s due Lo changes 0 strategy, particalarly the deqsion 1o compels in new markers and by seling directly 1 the

corzumer, External factors. such as the significart flow of funcs imte Edtecn and chznging consurer habits, have also

nereased the risk

1 Thonow operzting strurt.ire s dps phen 1o rprove Pearsar's ability to react 1o such compettive threats as well as
Ta<ng the most of tre substantiai appariuriies whilst retaining te benefits of scale

2o irvestment It oning proctonng ard digital fr st scanrg Building out corplemenitary senaces helos (o redace the
need lor [earre-s 1o leave the Pearson ecosysiem

3 Subscripuon product launches mcluding Pearson+ Lo mprove Lhe c2stomer val.e propasition

We have dentfied three big alobal opporlunities and asscdatec markerplaces

— “Fernsein onlire 2nd digiat too's far schoaols and education

— The war-lorce skills gep

— The gowing need for accreciauon end cernficauon

Med-um - This 15 a strategic nisk associzlec with successidlly selecting attracuve global opoortunizes ard setzing them
Pearsor seeks to lead tre shiff to digral ways of learn.ng and consequenth, to ma ran sirong rarket posiicns.
— Substtutes

— Producc differennation

— Consurrer learning preferences

Cnanges in tne Competitive Marketplece coule increzse Partclio Change

Tre charges intre glooal learning market over 3 five-year period are expecred to ce sigrificant The pace of these
thanges 1= urcertain nut could be rapid givers re sigriticant d sruptor and innovetion sece the mital spread
of COVID-15.

]
Content and Channel Risk

liésc;iption

Movement and outlook

Management actions

Link to strategy

Risk tolerance

Examples of risks

Risk contagion

Risk velocity

Prawvis on of content arc testing woich are secure, provice Figh qualty learnirg outcomes anc are offered in ways
wlch suit learners' individual learnng stylss

The nisk remains 21 5 relatively b gn level, sirilar to 2020, ard s expecied “o remain so Thsis due 1o e ncreasing
commadiiseuar of content, reguinng continuing de.elopment of bath content and the method of delivery ta be able
10 provioe differentiated proouas and sennces

i. Increasing use of interactivity of mulu-cnannel centert

2 Actions to reduce piracy and to manage and enforce intellectual property nghts

3. Investment N acausitions offerng new methods for testing or delivering content

Managing content and channel nisk helps achieve our goidirg princicles 1o offer hugh quality, affordable producrs which

lead o oeller access and oulcomes.

Medium - This 15 a strategic -isk and Pearson shoule be rewarded ‘or successiully develop.ng znd delivering
products and services 1hat consumers vallle Some nis< s ACCeprec o ensuUsre Tne ConsuUTer remains at the centre
ol what we do,

— Intellectual Property Protecuon

— Method of delivery

— Ralarce of content creation vs content purchased

Fallure <o deliver high quality and engaging products and services may nave ar impact on Reputation and
Resporsibility nsks and on rreeung Customer Expectations

Due o longer-term contracrs or the ume reguired for mstructors, 07 consamers themselves 1o leant now 1o use the
neve products and services, the impact of changes would have some skort-term impact, but s more li<ely to be fully felt
aver the longer-term
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- __________________________________________________________________________________________________ |
Customer Expectations

Description

Movement and outlook

Management actions

Link to strategy

Risk tolerance

Examples of risks

Risk contagion

Risk velocity

Rising end-user expectar ons increase the reed to offer cifferenuared value propositiors sisking margin pressure 10
mee: these expectanons anag patental 10ss of sales f not successial

The nsh s similar to 2020 wath an expectanon from cansumers o anncreasirghy high quality and engaging user
oxperience Tac new strategy 15 designed to reduce the nsk The outloo< s sirmilar wath continuing maodestly nsng
expectaucns Ir lire wilth other ircustries

1. Orecute Consumer Group o provide bendhmarg 'or onsamer grade prodadts ars seraces

2 MNew gereration procucls allow Pearson to obiain and make better use of data or learners’ preferences

3. Acguisitions 1o provide capabihty 10 rmeet changing cusicrrer expectal ons

Focus on Direc: to Corsamer will help to successfully Teel customer expectetions Direct to Consumer underp ns cJur
five business divisions

Mediim - This s 3 strategic sk anc Pearson shoule be rewarced ‘or stuccess{ully develap ng and delwenng

products and services that COMsumers value Some risk 1S acceoted ta ensure the consumer remains &l the centre

of whzt we do

— Custerrer experience

— Darg architettors anc Jsage

— Accessibiliry

Faifure to procuce products and services meeting custamer oxpectat ons could alse impact Reputanon and ;
Resporsiolity rsks,

Typically, cne-three years as long-Lerm cortracts run ofl

. _______________________________________________________________________ |
Portfolio Change

Description

Movement and outlook

Management actions

Link to strategy

Risk tolerance

Examples of risks

Risk cantagion
Risk velocity

Failure 1o eftecively execute desirec or recu red portfolic 2nanges to promrole scale, capaoility and increase focus
ot key diwsior al anc geogreph ¢ markets either due to execJoon falures or inability 10 securc -ansacnans at '
BpPropriaLe valual ons
The risk kas increased 1 ine last 12 manins as the Grous has made key strategic acquis Lons and loaks to oispose of
the mmternanoral coursewsre 1ocal pLbl shing businesses Bxtemel competnor (o cigtal ecucanon assets bas also
ncreased ir the last 12 monthe The nsk iz expected to rera n high during 2022 a5 furiher ransacuons are executed
and ntegrated.
T Investment pians incluced i strategic plans, aligning requicerrents w th divisicnal struciure
2. An experiences Corporate Mnante "eam 10 Cxeculs Tansations, supponed Dy the newly regt=g post-oea
operations 1eam

L

Pearsor Veriures al'ows Peason (0 take stzkes . carly fund rg rounds supporing growsh througn nnovat on
siages that could potentially be leveraged for the wider Groun

Portfolio end Organisavonal Structere to unlock growth

Medum - The Graup seeks 1o balarce carefully the oppartusiy to acnieve growin tnraagh erezsing canabil ty and/or
scale wth the execution r sk of Portiolio Change

— lcemif cauor of requirements

— Achiewng value or atoustons/osposals

-— Integrevon of ecquisitiors

Fauces in managing Pardfola CRange could wnpect Capahilty and the abilty, to Teet Custamer Dxpectat ans

Trespeed of achuevirg the full benef ts of ar: scquis tion wil vary dependirg on the size and scope of tne acquis.uon,
out typically from s x montis for a simpie small accu $00M W0 WS years far a.arger Compx [ransachan
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Risk continued

——ee— e |
Reputation and Responsibility

Description The risk of serious repuiational harm throagh fallure Lo meet oblgations to key stakeholders. These irclude legal ang
~egulAlory reguiremnents. avoicance of ser ous Jnethiczl behaviour and serous bresches of customer triest

Movement and outlook The Grown aims o maintain strong mitiganons and a strategy 1o operate N a highly repurable and respons ble mennet
However, numerous threais ex st ircluding from thoze who seek to do tarm to the Group or 1o 15 customers includirg,
Mauon state aoiors, DFEBH]EPd crimina! FIES, and ransomware attackers so ronsLant ‘-flgﬂaﬂCE Iz requiren

On 16 Angasy 2021, e Group announced that thad reached a settlerment wath the Secur tes and Exchange
Commizzion (500, reluding an obhgation to pay a cvil penalty of $1 millior. concerning a 2018 cybe securiy iradent
n connecticn with its AiMSweh 0 saftware Since th s secunty incident, & senes cf significant improvements have
ueen made (suck as showr in @ case sty nn the following page Improving oar date pnvac, and cAser socunty
“raturiyy”} Despiie these improvemenis, as a result of tne SEC settieTert, there 1s an ncreasec nisk to the Company's
orend dnd reputation

Management actions 1. Dedicatec risk management tearr s throughout the organisaton monitor key risks and repaort 1o 11e Reputation &
Resporsitity Cammitree

2

Strong hnancaal controls are in place wich are monitored by the controls steerng committee and compliance
teams asz we'l as local maneagement

3 Reviews o allow lesscns to ne wearned ang ary remedial aciions put in place

Link to strategy Qurreputaton er ¢ behaving responsibly underping odr strategy (1o be a lrusted parmer “or consumers, RLsIresses
and educatars

Risk tolerance Low - the Group seeks 15 be 5 highly tr asted consumer learning brand. A~y sigrificent failares coule negativey, affect
our relanorskip with corsumers today srd ir the furure.

Examples of risks — Cormphance with laws ang regulations
— Cyvber secunity
— Dara arvacy
— Safeguarding
— Test fzilure
— Use of thrd-parties

Risk contagion Significant “atures ir this area could 'mpact Pearson's Capability. Accreg Lal 00 and weaker our position in ne
Campetitrve Marketplace

Risk velocity Reoltznoral nsks cauld impe O within g six-marth peroc

Image remaved
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Changes in and accountability for principal risks

For eack of our principal risks (shown 10 boic), the table below provices the accountable Senior Execouve(s) for each sui-risk, 5 nce 2026, a number of
sedironal suber sks nave been adoes 1o ar removed froum the prnopal nsk verarchy 1o ref ect the Group's upcatee strategy and the s @i ficart market
cnanges following the autbreak of COVID-1G Charges cre indicated 11 e mal column

Risks Accountability Change since 2020?

Accreditation Risk

Polr cal and regilaiony SVP Government relztions and Dies onal Presicents No
Capability

Business restience Chuef Fnanaal Officer and D wisional Presiderts Mo
Bus ness transformatior. and ckange Draisional Presidents anc Chief Executive Officer No
IT resilience Drwisional Presidents anc Chief Informatior Officer Na
Safety ang Corporale Secarny Chief Finanaal Officer and D wisional Presidents No

Taleng Drasional Presidents and Cheef Human Resourres Officer No

Competitive Marketplace

Consumer learning preferences Divisional Presidents Yes
Market pr cing Divistonat Presidents Ves
Product differenuas or Divisional Presidents Yes
SubsutLies Crusional Presidents Yes

Content and Channel Risk

Cffective method of celivery (Dodcast, v ceo, Drasional Presicents Yes
LEST, 17 e s0n, gnine)

intellecraai property protection Chief L egal Officer and D wisional Presidents Nog

Products and services — effective investrmaent Duesional Prestdents Mo
In own and tirc-party comtent

Balance of content creat on vs content parckased Divisional Presidents Ves

Customer Expectations

Customer experierce Draisional Presidents No
Actessibiiy Drvisional Presidents Yes
Cuslomer experience Diasional Fresidenis anc Chief Legal Officer MNa
Data archirecture and usage Chief Data Officer anc Divisional Presidents Na

Portfolio Change
Achieving value on zcquisiuons/disposals Chief Fingncial Officer and Crie” Strategy O°f cer Yes

Idenuficauor cf requiremants Chief Execuuve Officer, Chief Airannizl OFf cer Yes
anc Chief Strategy Of.cer

integration o accu s'lions Chief Tinaraisl Officer Yes

Responsibility and Reputation

Comgoliznce with lews gnd regulatonrs Chef Legal Off-cer ano D wisiora: Presidents Mo

Cyper secdrity Chiefl Informaton G*icer No

Safeguarding Divisioral Presicents No

Tesr falure Assessmen: & Qualificatiors Workzroe Swills No
anc Engl sn Div siora’ Presiderts

Dara privacy Chief Lega! Officer and Dwis oral Presidents Ng

Use of third parties Chief finaraal Gffcer and D visioral Presiderts Ves

Twa prncipel rsks applang ir 2020 have been remaved n 20271 The first was for 3rex.r the impacts or infation arc sapoh chain are now incluced as
rew eTerging rsks The atner was for compets. or law, which1s now included as part of complance w th laws and regulaiions
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Risk continued

Significant near-term and emerging risks

Tne mair significant near-term arc emerging r ske we ienufied far 2021 are shown ir tre table below, whicn also noles accountabiti-es and where the
r sk represerts o thange since tie previous year

Risks

Description

Accountability

Classification and change
since 20207

Chrrate transim

COVIE-13

Inflation

Supply chair

War in Ukreine

ar o8t asso ated witk of setnirg carban erissions wiech
&

cannot be fully reduced may lead 10 increasec Costs

Al the time of wr bng, the risk af s 1stamed long term
COVID-12related lokdowns affecung muluple major
markets appeais 16 be supsidirg. These markets appear
to have high tovels of acgarec mmunry and the polimical
desire for lorkdawns hasredirer Cnnsequently, wiiie
the risk reTans, 1L 1s seen as having the potential Lo have
a significart one-off impact.

Rizing global inflal on risks increasing the cost of
producuor for Pearson which the Group may not be
abic to fully pass on

Dhsrusvor at ports globally and challenges for suppliers
ray lead 1o business irterruotior f nat “ully planned for
and mtgated.

The outcome of State Aid cecisions and key dec's:ons in
the LS could lead ta significant one-of casts or benefl ts
nthe near term

On 24 Febraary 2072 Russian roopss entered Ukraine,
This hzs resulled It sanciions e ng impoesed on Russia
Ny NUMEraLs CoUnTres As PCarsue s Dpseratons in
Russiz and Ukraine are small, the impact on GroLp sales,
oro’its and cash 3 exnecied to be irmatenal However,
an escalzuon of the conflict codic tead to a materal rsk
fextended beyvond those countries.

Chief Legal Officer and
Diasional Presidens

Chiefl Exeru ve Ofncer

Chief Finznaial Officer and
Divisianal Presidents

Chief Financ.sl Officer, SWP
Procureren: and Jras anal
Pres.derts

Chief Finengial Officer

Chiet Execut ve Officer

how emerging 71s<

Significant rear-term risk,
prevously dassifiec as a
Erincipal risic

hew emerging sk

Mewy ermerging ris<

Significart rear-term rsk
Prevalsly cassiied 2= a
principal risk

hew emerg ng nisk

Improving our
data privacy and cyber
security maturity

The governance ard protection of oJr custarrers’ inforration
's of crcal importance to us and, 25 part of our ongoing digizat
transformatior. Pearson hias continued to invest ir both its
talent and capabilic es te enhance its cyber secunty and data
privacy praci ces

Pearson has established data secunty and privacy principles
which form the foundation of our privacy and cyber securnity
policies, and are Lsed 1o desigr privacy and security into our
products and platforms

l'earning is one of our MostIMmportant pringimes, witk our
peaple partianating r mandaiory data privacy and cyber
SECURItY training thar s taldored 1o their ob roles These
principles are being embedded throughout the organisation
An independent assessmreant of Pearson's cyber securmy
Taturity, based an the Igtest nternauonal staridards, 1s
performed annually 1o check progress.
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Marykay Wells, Pearson’s ClO says:
“No company in these times can
provide a guarantee. We continue to
take a risk-based approach to our
cyber security efforts to minimise the
business impact of cyberattacks in an
ever-changing threat landscape.”



Risk assessment of prospects and viability

Corporate planning process

The Board zssesser the prospecis of the company over & five-year
pered longer than the mirmem 12 manths of the 2araal goirg
concern review, Lo consider viability, The five-year period
correspands witn Fearson's sirategic olanning proress which s
discussed by the boare at least ennually and represenis ine ume
over which 1e compzny can reasenably predici market dynemics
and the rmpact of addivons 10 te prooudt oortfolio The Strategic
Plan takes account of ¢ range of factors irctud ng mar«et corditions,
the lkely mpact o principal rsks o the group, prodacr and capral
irvesiment tevels as well as avallable funding 2earson’s stralegy anc
business model are discussed it mare deta)l on pages 20-21

Viability assessment approach and outputs

Base case

In cons aering the wability of the company, the fve-year plar was
w5ed as Lthe base case model for assessmert. Seles, profits and cas-
are fgrecast to grow in the pase case Management's financial
expectalions by d vsior are shown or page 57 Management wolle
expect the company (o remain profable and ¢ash generative
beyorc tne five-year ponod of assessment

Severe but plausible downside model

A severe but plausible mocel was prepared nased on the hase case
adjustee for thearmipact of all oring pal rsks. The netimpact of the
rsks rracelled was to reduce operating profit oy arodrd 33% r sach
year modelled, an amount wh ch exceeded e cownaide
exneériencec Ir 2020 when COVID-15 reduced prof 1s cue Lo
lockdowns \r majar rarkes

Reverse stress test

Areverse siress test was modelled —o idenu’y the po nt 5t wick
lotidity 1s exheusted ar covenants ace breackod Tae resalts of this
model show that operating losses wodle be recured for mulnisle
consecutive years 1ar 1his 10 OCCLr.

Below are the nouts incduaed 10 the severe but nlausible scenario
— Content/ Channel Risk

— Fallure 1o grow Englisn Language and Waorklorce Skills
— Revenue decline inVitua: Schools in 2022 cue 1o loss of
crarter schools or s¢iools M SOUrCing cortert
— Capability
~ Pearson+ ang International Higher Education growth rot
realsec s anticpatec
— Disrupton Jue to COVID-1G recurrenze reduces seles

— Competitive Marketplace

— Assessment & Qualif cations cedires due 1o lower
rmTigratian erd compention om lower cost orodtonrg
oferings

— Increased revenue decares in H.gher Ecuca: ondue 0
enrolment ard compent on pressures

— Reputation and Responsibility

— Costs and loss of sales assodiated witn 3 major oulage M t1e
VUE professiona testing ousimess ir 2022

-— Reputationaimaderts n ¥ rtaal Schools such as sefegaarding
resLitin revenue declines

— Partfolio

— Arquisition of edditional unplanned ta7gets increase net
debr disposal of busingsses uncer srategic review resulting
1Ir net loss of revenue anc profit with strandec ¢osts
unrrt gared

— Customer Expectations
— Risirg customer expectations require adaoitional opex
—-- Accreditation Risk

— ldove away from formal gualfications resaits nosigrificam
revenue ang profit ceclires

AL 3T December 2027, the Group had ava laole lauicity of ¢£1 Hon
comprisirg central cash balanices and its und-gwn %1 * 2bn
Revalv ng Credn Faciliyy (RCT), In February 2022, the Group
renegolated Is revonang credir facilty, extending the matunty o
$10b71 of the facility by ore year to February 7026, Even under 2
severe downside case, the Group woulc mamiain comforable
lig.ndiry headroorr. and suff cent headronm against coverant
requ remenzs during the perioc under assessment ever before
rmndeling the minganng effect of arnons that managemen: wowld
taxe In the event that these downside rsks were to crystallise The
downside scenanas assLre nas the RCFw I be available
throughour the perioc to 31 Decermber 2026

Conclusion

Based cnine resuls of tnese procedures, and considening the
rompahys strong baiance sheet, the direciors Nave a reasorable
expectanon tnat Pearson will be aole to contnue - coeration erd
meei 15 ignilinies as they fall due over the fve-year penod erdirg
Detember 2026, Further details ¢ the Groun's L quidity a¢ showr
irthe Firarcial Review' pages 55-50,
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Task Force on Climate-related Financial Disclosures

TCFD

We continue te enhance our TCFD reporting to outline
how climate change may impact cur business, in order to

meel market good practice.

OUr CarmIrment 10 Gnerare our DUSINCSS IN & more sustainabie way
I OCMONSIrateG by our ambitious Targer of becarning ne: zero by
2020 anc reducing our scope ¢, 2 and 2 carbor emissiors oy 50%
over tThe sare tme perod Qur targets have been vatioates by the
Stience Based Targets inuative. We support the aims of the Task
Farce an Climaze-related Financial Disclostres (1CFDY hecadse we
believe tnat bus nesses should Lnderstand and communicate the
risws and apporlunilies that ¢l mate change brings, in order to
athieve charge.

W arc lerg-stand ng members of the Cimate Biscosu-e Project
{CDP). and our Environmental, 5oc al end Goversance (250) repomeg
mcludes Lse of other leading framewarks sech GRIand SASBE

This report cescribes now cimate change may MPact our business,
and 1he cisclosures we mexe In 2027 are constsrert with e
recerrmendations of tne TCFD

Summary

We nave identied tne polent al physical and wransitoral risks znd
opportumt es presented by rising ternpergiu es and cimzte charge
‘ar our business and have glso considered the scale o thie misk to
Pearson Climarte change 1s not a prircpal nsk for Pearsan “or the
yezr erded 31 December 2021, but we have identfied the chirate
fransinor as an emerging risk cue to s intensifyir g importance o
al' sta<eholders

In addimon, we have performed an assessmer: of the Snancal impact
0" these nsks and apporturties under muluple future rimate change
scenznos, which we desciibe in detall below. In maxing this
assessment, we nave considered the actions rneeded to aci eve our
COrmmItment 1o net zoro by 2030, as weil as thesmedct of potental
physical and transition nisks We concludea trat inese do rotbave &
materiat impact on the carryirg value of any assets and haoiliues as at
27 December 2021, a5 set odt in further detall m note 1 to the
Anancal statemenis For anillusiranor of our plan to net zero, please
see pages 44-45

Governance

Ihe Board's Reputation & Responsibility Comrrittee (RRC) 1s the man
goverrance pody for sustainanility at Pearson 2nd has respansiplity
for the oversight of cimate change consideratans. Cirthia Nespol,
Pearson's Chief Legal Officer, 1s the Executive Manzgement member
respensible for ensuring the efective aelivery of our emvironmental
tzrget of becom ng net zera by 2030 and reduoing aur scope 1, 2
ard 3 carbon em ssions by 50% over the szme time peniod The RRC
works ciosely with Pearson's other Boara Commitiees 10 ensure
algnrrent and rigour of governance across all tne potentiet Impacte
0" climate change from strategic Za inancial and nsk considerations,

The Committee members have the recessary experience to provide
spproprate oversight for dirate cnange Please see pages 76-78 fo-
5 =t of comrmitee members and relevant professions! exper ence
W recogrise that the s<ills ard expertise ¢f the Commuttee will neeg
10 conanually evolve given tne rapid pace of change in envi-onmental
1ssues Key activities of the Committee in 2027 incluged the following
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— Revewing progress towsrds Pearsar's nel zerp carbon goals

— Monitored prog-ess towarcs compharoe warn TOT reporurg
requirements, Natng tne key climate-related risks

— Considersc work undertaken by * ger teams’ w'th n the husiness
drwisiors to form Jlate FSG plans

— Consideres an independent repart on investar sertiment
Lowards Pearson's ESG programme and communicators which
was Lsec 1o Felp shape oor rereshed ESG framewor ESG
strategy anc reparling, Scence Based Tergets, & TCFD.

Fariner information s nclucec on psges 98-100.

The Audit Committee anc the Pearson Execlive anagerrert team
have reviewed and epproved me Grouns envirormertzl Re-

baseln ng Palicy, and will conuvi e to be 'nvolved In the cevelopment,
monitoring nd execJtior of oLr roadmap to acnieve net zern

by 2030,

The Sustamarility ream s respons ble for orving the iImplementat on
of our overall ESG strztegy and supporting all pares of the busness
as they dent fy and mi gare clirrate nisk and capture cimate
opporiunites

Risk Management

Cur Organisat onzl Risk Management nrocess prowvides s lfamework
furdenuf taton, gnalysis and <esporse  verous forms of (s, the
establishmer: o risk thresholds, ang (ke creation of processes
interced to mitigate, monito: and rranage risks wichin these
thresholcs, Tor more irforrranan, please see pages 60-69 Our
analysis shows that cimate change 15 ot ane of Pearsor’s or.nc pal
risks but we have iderufiec the clirate transition as an ermerging risk

Strategy

In 2021, we comm ssioncd the Carbon Trast 1o unnemmake a proect
to 1dentify and quantify the potental impact of chmete charge nisks
70 OPROTLAINES 1o 0ur bus.ness.

We cons dered vanous cimate scenarios covering a broad range
of outcames (o help prowde irsightince some of the risks and
opportunities that may anse The scenarios that were consicered
WEre!

— awell pelow 2 degree scengng
— a2 4 degree scenar:o, and
— a4 3 degree scenario.

These scenarics were selected oecause they provide a reasorable
diversity of potentia' future chirate states.

The time periad consicered was our to 2100 and the assumpticns
used in each of the scenaros were collectec externally from sources
includ ng: the Irternational Energy Agercy ("IEA, the Internationai
Instt.te for Applicd Systems Analysis {"HASA")'s Shared
Socipeconormic Pathways ("SSP, the Royal Netherlands
Metearological Insntute KMMI climate change Atlas (CMIPS ersemble)
We will refresh our scenano anzlysis as new evidence comes o

lignt or chimarte situanons change This will be done cyc cally every
wo years



Our analysis identfied six man catepores of rsks and opportunities
(CROs) across Pearson The six main categones of CRO's derved
-

o g longer kst of nsks and oppoonities These werg 1dent fied
LSINg an ewidence-basec approach

Each CRO was as<igned a spechc parameter which could be usea to
irdecate row factors beyond Pearson's cortral could change under
different scerarios as a wesult o' chmate change, thus triggening the
CRO taking place

In assessimg the nsks for Pearson it was determinec tat there were
no signficart matenal rsks aris ng 1N the near term (up 1o 2025)
Longe~term, the key 11SKs 1o 1 e business were cons dered to be
sJDEhy cran nsk and cutsourong ris< However, these are rol
expectec ta Fave a matenal irpac an the busiress in any scenaro

We conunue 1o assess the opporrunimes and gusrtfy them as our
busmess corunues 1o evolve.

See the table set out below for a st o CROs dent fied and how we can mitigate the risk or maximise the opporturiry as part of our busmess nlans

Climate Risk/  Descriptor Impact time Actions

Opportunity scale *

Broducts & Opportunit es assouated with {elainirg for Shart Provide sustairauiny-relazed learring tools, procusts and

Services ‘green collar’ careers SENVICES Lo our Customers

Content Opporuney 1 use 'hierged servce offering o Wediim Build products and servces nat could be 2Zapted for

Dihvery Mtigate BXiroine wiegther everis Ulended serviLe. and grow wur Gigta’ siralegy

Raw Matenal Increasec Costs driven by nsk of disruptior (© Yeasim Our digimisation strategy will rmean the business will

Procurement d-gtribution become less reliant o physical paper products Global
purcnasing of raw mater zls wl enable Pearsun (o
manage snorl term cnanges and or ve efficerces from
glabai purchasing

Cperat.ors Branecss continuigyydisrapiion to Fearson Wenomifong Pcarwor sites could be impzcred by extrere weather

operabigns N the Phiicgnes due 1o extreme
weathor avents

BLsiress d srunnior o Pearsor uperatiors and
oLtsourding rindia, due Lo exireme weather
evenis

Outsaurang

Governmert
fundirg

Recucad government funding “or ccucat on due
W lower COP/climeate change Tilgaton

Meuri/ong

ong

events which could affect our aoility to deliver come
nan-revenue ger orateg services Clinate change
adaptaion measures are oulll Nt operat-ons & buildirg
selection processes ro ensure they Fave mit gatien plars
i place to min sTise risk 1o Pedrson's husiness In
addilion. Pearso~ intreduced a Glopal Fiexble Wor-ng
Palicy durirg 2027

Pearson outsources some o its ‘back o*fice furanens
[cusiomer suppory, scitwere cevelopment eic). However,
rese activit eS are Nol revendJe generanng honetheiess,
w ould ol mare change adaptanon inte our procarement
process, 1o ensore they heve miugation plens for chrate
crangc risks (o mIMImise nisk 1o Pearson'’s DUsINess

Introducee & drect-lo consuTer strategy, and ' fe-lang
learring business mmode!

* lrpattrrescale 3P0 - pefare Z000 Ved om notwese J0Zo 20-0,

Image remaoved




TCFD continued

Metrics and Targets

Cur key targets will be 1o ackieve net zera by 2030 and reduce oar Scope 1. 2 and 2 carbon ermissions by 50% over the same timeframe {which have
beenvaldared oy the Soence Based Targets immiative)  This will ne measured tarodgh our percentage emissions reduction aganst a 2018 basciine

Over 95% of our erussians fall within Scope 2, with our supply chain ang printed books accounting “or 24% Thore are T any actions we ¢an take and
are already makirg pregress with our sopply chain partners ard sourcing irtiatives 10 the supply chain, alignment with our GHG strategy s a
reguirerrent of doing business Within books we have already schieved significant carbon recuctions from the rransivon from printed 10 digital
procuce. Will continue and we 2re also now facusing on Lsirg lower carpon paper anc printing on dermand e ~educe omissons furmer, Refer 1o

pages £2-52 for detalled plans and meatncs of the ind vid.ual acnions that will be underta<en Lo ackieve our net zero plans for progress achieved sganst

our emaronmertal Targers

This year, we wil be finaising our detalled olan o net zero, nclading zssocated casts Further metr cs will be gevelopea a5 .hese plans progress
A portion of our execuUr ve roTpensation 15 aiso linked 1o our ESG per‘orrance For netarls, please see page 121

Table of Contents

The tzble below summarises each of the recommendations anc where 1Fe relevant cisclosures can be found-

TCFD Recommendation

Where Pearson’s Disclosure is included

Governance

a) Describe the Board's oversight of ¢l mate-reletec nisks end
OpAOITUNI s

b} Desenbe management's role in essessing and managing cimare-
related riaxs and opportuniies

Informat.on on the Board's invalvernent, and the Board's Reputation &
Respons bility Comrmmttee (RRC) 15 noludec in the Governance section of
tnis report, and in the Carporate Governarce Report on pages 74-126,
ardthe RRC Repart o pages 93-101.

For detalls of manzgement's involverment and the work led across the
business by the Sustainability Lear, refer 1o the Governance ang Ris<
Management sections o this report, ard the Principal Risks and
Uncertainties secton of the Strategic Repsrt on pages 60-59

Strategy
a) Describe the clmaie-relziec risks and opponunir es the organ sauon
nas dentfied over the short, meciom and lorg term

by Describe the impact of cimare-refated nsks #nd opportuninics on the
organisalion's businesses, sirategy, and finarcial nlanning

¢; Describe the resilience of the organisation’s strategy, takng inro
cans derstion different climate-relatec scenarios, .ncluding a 2°C or
lower scenar o

Refer to the Strategy seciion

Refer (o the Strategy secton

Refer 1o the Srrategy st or ang SCenar o A alyéis section
4] ¥

Risk Management

- 4

a) Descrbe the organisation’s processca
cimale-related ris<s

ricentfyng end assessing

b} Describe the organ sauon's processes for managing chimate-related
rsks

¢) Describe now processes “or idenufy ng, 2ssessirg and managing
chimate-reiated ris<s are mlegrated into the organisauons overall risk
Management

Refer ta the Risk Managemenr scction ard e Pring pal Risks ard
Uncerlainues section of the Strategic Repsrt on pages 60-69

Refer (o the Risk Management secuon and :he Princpal Risks anc
Jncertamues sector of the Strategic Report on pages 60-69

Rofer 1o the Ris< Maragement section and :ne Principal Risks zne
Uncertainnies section of the Strategic Report on pages 65-69

Metrics and Targets

ay Disclose the retrics used by the organisation Lo assess Climate-
related risks and opportunities in | ne wit 1ts strategy and risk
Management process

b} Disclose Scope 1, Scope 2 and. f appropr ate Scope 3, greenhouse
Za= (GHC) errissions, and the retated risks

<) Describe the rargets used by tne organisatior: (o mahage cimate-
relaled risks and opportuniues and performance against (a-gets

Refer 1o the Targets and Metrics sect o1 2nc the Sustamability secuon
slariing o page 40

Refer Lo the Sustamabiity secuon startng on page 40

Refer to rne Targets and Metrics secuon and the Sustainabiliny secuon
slarting on page 40. Please also see our ran-financial KPIs on
pages 24-26
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Chair's Letter

Image ~ereoved

The Board is focused on

| ensuring Pearsonis a
successful, sustainable and

. purposeful company for the

- benefit of all its stakeholders.

Sidney Taurel, Chair

Dear shareholders,

iarn delighted Lo ntrocuce aur Goverrance Report for 2021 As
descrbec earker in this anrual repart, In 2021 the comoany
realigned s vision, st-ategy and orgarmsation. The Board ard 1is
Committees have played a criucal role in thal "he year was also a
particularly act ve one for Board successior and associared planming

Strategy and performance oversight

The Board was heavily engaged with the management tear In
developing (e strategy unvelled - March 2027, including to
reorganise (ne corrpany Into the new live slobal busingss dwisions
with a Tocus on fclorg, d rect relationships with comsumers, and o
develop that stretegy across those divisions Tris included regular
review of the creauon and launch of Peasson+, wnick you can read
mare abour on page 28 and page 85

Trie Board conunued to mooiy Pea<son's potfalio ir support of the
strategy, Invohang both acgu.sitions ard d vestitures As referenced
garler, this incluced the accuisitions of Faethm, the ground-breaking
workforce Al anc predictive analylics company, 1IN Septernber 2027
ard, more recently, Credly, the cigital credentialing business, in
Jaraary 2022 You can read mare about the Board's engagement on
the acquisiion of Faethm or page 88 The company afso corpleted
the divestments of the Pearson Institure of Higher Education n South
Africa and 11s S slemas pusiness ir Brazil Progress conunced on the
protess (o divest other non-core assets N oUr Internanoral
courseware local puolshing markets

I noted earlier that the Board continued 1o pay close aileniion (o
maintaining a strong “inancial posimon e the interests of all
stakeholders, whicn enzhied us Lo grow the dividenc i 2021, 1n line
with gur progressive dvidend pohcy Further, the compary's T nancal
position Fas mesnt that 11s weli placed to pursJde strategic
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opporiLniies as they anse, as well as being able to announce is
plans o laurch a £3500° snare bayback programme - 2022,

As part of monitoring execution and performance the Beard
regularly recelves a cashboaro tha: at'ows Dreciors Lo monitor
progress on Pearson's financial and siralegie priorities, supporied by
agreed ndicaiors and rmilestones identified as key rreasures of
performarce You can read more about the key performrance
inaicators (KPIs) monitored by the 2oard on pages 24-2/ efthis
annual repart

In AugLst 2021, the company anrguncec thet il hac reachec a
settlement with the Securities and Exchange Comrmrission in
connecuon with a 2018 security :nadert impacing AlMSwen 10
software Security and privacy are of paramacn: impotlan e o the
Board ard the company gnd, accordimgly, the Boarc took this matter
seriously Please see nage 85 for more deta | on haw the Board was
kepr informed and the actiors it took

Sustainability, stakeholder engagement and culture

As I mentioned earlier i the ~eport, aur new =56 framework, which
yOu £3N read maore about from page 27, priofiuses the potert ai that
Fearson has, as the world's leading :earning comoany, 1o make the
biggest positve mpsct o our socety, people and planet

Sustainab iy matters are a key eiement o the 8oa-¢’s deliberations,
a3 you will see throughout this resor - such as the Reputanon &
Responsibility Commitieg’s activities, which you can read more abourt
on pages 99100

The themes af talent development and aversity form a continaing
threac throughodt the Bearc's and its Committees work. In addizon
Lo the Board's regular taient and success on considerations, the
Ruaro kicked off a rew cohort of 'ts mentonng programTe in
support of senior talent. Baildirg or the extens ve Diversity Cquity &
Inclusion work undertaken i 2020, those initatives continued apace
Ir 2027 watk the Bosrd receiv ng and discussing regulal updares As
noted earliar, s hetter gender anc ethrnic mix thraughout the
compary remairs a pr or'ty for us, znd we have ccelcrated our
pregress, but we [ully recognise Lhere is mare to ne dore.

Engegirg with, and unoerstand rg tne views of, 5ll our stakeholaers
Is imperat ve to developing anc delivening products that meet the
needs of learners, educators, governments and emoloyers, and for
runaing a successful, sustamable company This Governance
Report provides more deail on the Scard’s engagement activities

- please see the Understanading Our Slakerolders’ seciion on
pages 86-87 |t included ennanced workforce ergagerrentn 2021
under Sherry Coutu, who toak over as our desigrated lead
Nor-Execanive Director for this actmty With her exiensive track
record i nuriuring talent and building workforce skil's across SMEs,
start-up, scaling anc large businesses, Sherry nas particular
experience In, anc pessior ‘or, fostenng work’orce engzgement as
a key stakeholder that unlocks competitive acvartage Sthe engaged
with a new cohort of ervisloyee “epresentatives in the company's
Emplovee [ngagement Network [EEN], which remains & valuabie
forum Lo hear employee views ano a usefu! condus o bring the
voice of the workforce into Boerd discassions

There was also extenswve snarehalder engagement by our aepart ng
and successor Remuneration Commitiee Chairs, Dame Ehzabetn
Carley and Sherry Coutu, on remuneraton matters following the
2027 AGM, with our Senior Independent Director also mvolved i
some of these discussions, We appreciate the valuable feedoack we
have received from sharehoiders and welcome ar ongormg dialogue
with them You can also read more on this engagerment in our
Directors’ Remuneraton Report on page 1132

Also cr ucal 1o our success 1= ensuring that Pearson's culiure
complements the delivery of our strategy As part of cont nung 1o
transform the company and evolve the strategy, as nighlighted in the
Strategic Report, ir 2021 the Board and management directed
partcular effort towards updating our purpose, values anc culture, to
serve the ach.evement of our new vision and rmssion (see page 84
for more on this) Qur engagement with the EEN played an important
part in informing this work,



Board composition, succession and evaluation

Fearsor Fas a fully engagec Board. mcluding 2 50008 Non-Executive
rearr with an excellent m x of skils across the key avess relevart o
Pearsar, including digital and oirect to Lonsumer, sustdnabiity,
ed.Jcation sna pADhe secror, ard leadersmip of glopa” organisations
throagn periods of transformation ard disapuon, as well as, of
caurse, iinanca’ acamer ¥ou an reaa more about 1ne Board's mix
of shills and exper ence on page 9%

la $ L0 Tepart tndt, or my revrerment, our Boarc wall be ecualy
palanced both gender-wise ana as berween UK and wJS-based
Jirectars, ard seversl of 13 members wi'l be fram an ethinically
dreerse patwground. More details on our Board's dwersity are set out
on page 76 and pages 36-97

The nght skills and experience o support the compary’s fature
direcuion and siralegy are alsc fungamental to the Board's
successian planmung collowang, the anraancement o my inient 5nw
retive, & thorough process wes conducted 10 appoirt @ sUCCessor. 1ed
by our Senio Independernt Directar, T'n Scare Tris culmenates in
the anncuncement 1N Decernber of Ormid Kargestan: as new Chan
designate. As part of this process, Tin was elovated 1o Deputy Char
aesigniate

AS T Conmrentog it tne Strategic Report, Omid brings signfican:
expenerce ot leading and adwsing some o7 the world's best-known
consdmer technology brands and | arm aelighted that Tim will
supDor Oz as Dedoty Tz, wih s wealth of UK pic expenence.

OUr SUCCesnoT-/arnng process more broadly Nes neen very STOrg,
partcalarly in a yeas when we have said goodbye 10 valued Board
members Damie Vivierne Cox, Michael Lyrton ara Daime Elizanetn
Corley Iwouid ke to1hank then for ther contributors, they nave a'l
been cutsidnding Boara members who have beer mighly engaged
and made sign ficent contr bubions 10 “he Soard's debates ad
Gedsions.

We have 2ppa ried a new Remuneranon Commatee Charr, replacec
our Senior Independent Director and saen a significant renewa of
the Boarg 1n 2027 withtne sppo.ntnme s of Aqnette Thamas and.
recentlyin 2022, Fsther Lee, m addiuea o Grue, Yoo can read more
aeta | about the Baard ecruirren: processes inthe haminzton &
Governance LommmitTee reporl on pages 92-U5 A thorough inducnor
15 dlso prowided for new Besra members, with mere detar’ about
Annerte's induction avallsble or page 89,

while 3l (hesc thanges have Deen managed effectvely, in v ew of trie
degree of tnange that Fas ke place we proncse 16 1a<e &
MeSr-Lerm Sep TC MAINd N sume Continuiy We will he
recommending 1o snarehalgers that Linda Lonmes, wno < due to
retire fram the Boars n july 2022 after sorving for mne years, stays
on for ore further year antl our AGM N 2022 As Chair of the
Repotation & Resporsisility Committee and a Member of the Auat
Committes, Anda 0nngs & broan knoweedge of tne o Deny and g
markets, a7d we are confident .n he- corpnued indeperderce, whle
the opportinty for her 1o support aur new Board meTbers far a
pencd of hanoower wll be reaable

A Senio” Independert Director, Tirr, Score led our an17usl eval uator
orocess r 2027 Theresu'ts dermonsttated that our Boarg 1s
co'lanorative ang collegia. whle alse exercsing indepencent
judgemen: ara gperat'rg in ar erviror ment of consirucive
challenge and quest oing (GOod progress nas becn made in
“olowng Lo 0N e recorrmendar ons from tie 2020 reaew. Yod can
“ead more asout tne 2527 evaluanon. and now tne Board
implemerted concusors from the 2020 evaluston on psges 90-8

Conclusion

I rope you find this recart clearly evplains now yous CoMoany & rar
and now wie ahgT goseriance and ou” Board egenda winihe

iteg < dwection of Pearsor. We always we.come auestions or

sird
comments from snarehcides, ether viz our wenste (pearsennic

Z0™Mj 37 a1 oL AGR hile v remanns postithe that the AGK ¢oula
again be imgacied oy the panderic we very =uch hope ta be sbee
to welcome sharebolzers in person 1o our AGH this vear as wel &s

offenng. for the first time. the opportaniy for sharehoers 1o attend
anawote wially should they prefer Data ls wab be indused nour
foriheamng AGM rat.ce

Fnaly, 1 remains for me 1o tnank you ance aga:r ‘o7 yaur sappart for
thes fantashc Compary whioh i rés Deen 4 great priviege 1o thar
thesg past six years. The company has undergene a ven, signshicant
Transtormstion 1o respond 1o bath wrencing marke: changes noowr
tradticnal markets and brght new cpportunities and s now we!”
poised to cont.nuae, on & susiainab e basis, tne growah - starteg

1n 2021

lerr delighted to weicoTe Omid as my successor. congratulate Tim
upon s eevanon as Depary Chair and wisk botr of them and tne
Boara, a5 well 55 Andy, nis manageTent 1eam anc 11e whale
company, every suctess gorg forwara,

Wil

Sidney Taurel
Chair

Compliance with the UK Corporate '
! Governance Code
The pr neiptes ser outin e UK Corporate Governance Cone
{the Coge) emphasse tre value o good corporale governarce
tothe Ipng-rerm sustansble success of hstea companies The
Fearson Board = respanzsible for ensanng trst the Grodp hias
m plate gppropriate ramower ks o cormnply war the Code's
reguirerments, Ts Governance report and the Sirategic
report set out how Sesrson Pas apnhes the principles o’ toe
Coae throughout the year |

The Board beneves tat ganng 2027 the corpany was in 7l
comp. ance with 'l applicaoie pr.acples and provisions of tie
Code. save that

— 53 descrbea last vedr, Pearsons ol fuly compl ant with !
Provsar 36 ef tre Cade onthie hasis that te snares
awarden under the Chief Execative’s co-imvestmert anare
2'8 SUDIECT [0 8 pasi-vesting Malting penod wrbl
31 Decerrber 2023, rather than 21013, vesting ana nolding
perag of Mve years or reore ~equirea by the Code ‘
— arrespect of Pravisior 47 the compary < fu'ly complart
ot sk o the seven componert elemerts and s partly
comphast vtk the seventh, resting 10 engagement woir )
empigyees 6n aignmert of execuing emurealon wik
waoer Campary ody pa'icy, Whle there are estanugnied
charneis for the warkforce to be informeg abe.t anas
unaerstand, the slignmert beiwern executve
rerurerat on ang wider pay policy the Cormzany
"eZ0gMIses That a proactive JIscussicn of triz would be
pereficiz As cesignated work‘arce Nor-Executive
Director, Sherry Couil, {BE leads ke Board's ergagerment
Witk employees inclucing through attending reenngs of
the Employee Engagerent Network (EEN) In pannming 1ts
forwarc-loc«ing wors scheaue, the EEM ang "s Coutu
agreed in 2021 that oscussions focused on rewerd and
ncentres wolld take place in the coming year As cartof
Mg Coutus role as Remureratior Committee Charr, she
ensures Nat the vigws and sentimenit o colleagues
around matters such as ewars and Cu'ture 37¢
cecnsigered 1n the work of the Remunessthior Commies. ~
hight o the plannes oroactwe EEN d scussioT in 2022,
Pesrson beleyves 1 has & clear parn towaos £
Carrolianie with e severth eiement of Prowvis on £°

Further detar’ on borr matters is progdded i she Sireoioe
Rerruneratcr Repar:
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Board of Directors

Pearson
i Board
members
bring a wide
‘range of
experience,
skills and
backgrounds

which

complement !
our strategy. |

All Board meTbers nave strorg
leaderstip exper ence at giobal
businesses end irstitauors Cur
Board members' biographies
illustraze the contr-buuon each
Director makes 10 17e Board by
way of their indwidusal
experience.

Key to Committees

@ Audi

@ Nomnatior & Governance
RPeputation & Respansibility
® Rerruneration

O Cammitzee Charr

Current notable commitments
reflect atver bsted cormoany
directarships anc foll-ume or
exeCUtive roles

Image removed

Sidney Taurel

Chair
aged 73

®

i
|
|
image removed

Image removed

Andy Bird, CBE

Chief Executive
aged 58

Sally Johnson

Chief Financial Officer
aged 48

Appaintment
Chair since 1 January 2016

skills and Experience

Sidney has 50 years of experience n
business and finance and is
currently a Non-Executive Director
of H4).G, Acquisttion Corp. He was
ChiefExecutive Officer of global
phermaceutical irm El Lilly and
Company from 1998 unti{ 2008,
Charir from 1995 until 2008, and has
been Chair Emeritus since 2009, His
37-year career at B Lilly included
tme spentin Brazil, France, Castern
Europe, the US and the UK. Sidney s
aformer director of IBM (2001-
20213, McGraw-Hil (1896-2016)
servingin both as chair of the
Compensation Committee for
several years, and of ITT Corp
(1996-2001) where he chaired the
Audit Committee. in 2002, Srdney
recewved three US presidential
appointments to the Homeland
Security Adwisory Coundil, the
President’s Export Council and the
Advisory Committee for Irade
Policy and Negoetiations, and 1= an
Officer of the French Legion aof
Honour.

Current notable commitments

H G Acquistion Carporatian
(Non-Executive Director)

Appointment

First appainted to the Baard
* May 2020

Chief Executive Officer since
19 October 2020

Skilis and Experience

Andy has a long and distinguished
career spanning over 35 years inthe
media industry, and he 1s an
accomplished, strategic leader of
global consumer content
businesses.

Mastrecently, he spent 14 years
working for The Walt Disney
Company, |oining the business as
President of Walt Disney
International in 2004, before being
appeinted Chair in 2008 He held
this role tor a decade, during which
tme he transformed the
organisation into a digital-firsg,
direct ta consumer business,
focused on serving the diverse
needs of custamers around the
world. In addition, Andy worked to
establish theicomic brand in China
through the creation of isney
English, teaching knglish language
1o local familes through immersive
learmng experiences.

Priorta Disney, Andy workecin a
number of senior positions at AQL
Time Warner, ang spent the earlier
partof his career at Piccadilly Radio,
Virgin Broadcasting Campany, B58
Music Chanrel, Big & Goad
Productions and Unique
Broadcasting

Appointment

Chief Financial Officer sinre
24 Aprif 2020

Skilis and Experience

Sally joined Pearson in 2000 and
has held various finance and
operations rales across the
business, both at a corporate tevel
and within the divisians including
The Penguin Graup. She brings to
the Board extensive commercial
and strategic finance experience as
well as transtarmation, treasury,
tax. risk management, business and
financial operations, investar
relations and M&A expertise. She
has held various semior level raies
across the business, most recently
as Deputy CFG of Pearson. Sallyis a
mermber of the Institute of
Chartered Accountantsin Fngland
and Wales and trained at
PricewaterhouseCocpers. She was
also a Trustee far the Pearson
Pension Plan from 2012 te 2018

Board Composition
Gender

ctart removed

Nationality

Ths data represents Directors in office as at 28 February 20722

ckart removed |

* o Lateqones are based oo e LK Gffice for Nebonal 5at sics classificabion
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Ethnicity*

chart removed

Tenure

chart remopved

Tolearn more sbout Board diversity, please see page 96
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Sherry Coutu, CBE

Non-Executive Director
aped 58

Appointment

Non-Executive Director

since 1 May 2019

Designated Non-Executive Director
respensible for workforce
engagement since 30 Aprit 2021

Omid Kordestani

Non-Executive Director
and Chair Designate
aged 58

Esther Lee

MNon-Executive Director
aged 63

Linda Lorimer

Non-Executive Director
aged 69

Appeintment

Nan-Executive Director since 1
March 7022

Appointment

Non-Executive Director since 1
February 2022

Appointment

Non-Executive Director
since T July 2013

Skills and Experience

Shﬁ'rry has extensive EXPEI’IEH(E mn
the technology indusiry She has
alzo served onthe boards of arange
of companies and charities, with a
focus onworking with
entrepreneurs and specialisimg in
consumer digizal, information
services and educaton, Sherry is
the Chair of Founders4schools and
founder afthe Scale-Up Institute
Previously, she was CEO of
Interacuive Investor International
ple, and has served on the boards of
Lambridee Assessment, Bloomberg
New Energy Finance and the
London Stock Exchange ple as well
as being 510 and Remunieration
Commuttee Chair of RM plc Sherry
has started and/or investedin over
60technology businesses and
served onthe boards of Zoopia ple,
Raspberry Pi, NESTA, and the
Advisory boards of the Nauonal
Gallery, Royal Society ana Linkedln
She was appointed Commander of
the Brinsh Empire inthe 2013 New
Year Honours for her services te
enirepreneurship,

Skills and Experience

Omtd s aninternaticnal
businessman who serves on the
boards cf Twitter, Inc.. Klarna Bank
AB and Klarna Holding AB andis a
Council Member for Balderton
Capital. He was Executive Chair of
Twitter, Inc. between Octaber 2015
and May 2020. From August 2014 10
August 2015, Omid served as Senior
Vice President and Chief Business
Cfficer at Google and previously
from May 1955 to Aprii 2009 as
Semior Vice President of Global
Sales and Business Development.
From 1995 to 1999, Omid served as
Vice President of Business
Development at Netscape
Communications Corporanon. Pricr
1o |oirmng Netscape
Communications Corporaton,
Omid held positions in business
development, product
managementand marketing at The
300 Company, Go Corperation and
Hewlett-Packard Company.

Current notable commitments

Twitter, Inc {Board Member)

skills and Experience

Esther brings significant experience
to the Pearson Board through her
prior executve leadership rales in
developing customer strategies to
drive growth, giobal marketing and
branding, driving digital
transformation and buitding
high-pertormance teams.

She has aleng track record of senior
leadership roles working for global
consumer-facing brands Mast
recently, she served as Exerutive
Vice President - Global Chief
tarketing Officer ar MetLife Inc
Previously, Esther served as Sermar
Vice President - Brand Markeung,
Advertising and Sponsorships far
AT&T. and she has served as CEQ of
North America and President of
Global Brands for Eurc RSCG
Worldwide. Prior to that, she served
for flve years as Global Chief
Creauve Officer for The Coca-Lola
Company.

Esther1s a Board member at The
Clorox Company where she chairs
the Nomination & Governance
Commitilee,

Current notable commitments

The Clorox Company (Non-
Executive Director)

Skills and Experience

Linda s currently a Senior Advisor
atthe Boston Cansulting Group and
has spent almost 40 years serving
higher educauon, She retired from
Yate n 2016 afrer 34 years ar the
university where she served inan
array of senior posiuons, including
Vice President for Global & Strategic
Inmiarives, She oversaw the
development of Yale's onhne
educartion division and the
expansion of Yale's international
programimes and centres. During
her tenure, she was responsible for
many administrative services,
ranging from Yale's punlic
communications and alumni
relations (o sustamability, human
resources and the university press
She also served ¢n the boards of
several public companies, including
as Presiding Director of the
MeGran-Hill companies. Lindais a
rrustee of Holling University and a
member of the board of Yale New
Haven Hospital where she chairs
the nominating anc governance
commitiee, and she also remains on
several consequential advisory
commitiees at Yale Unrversity.

Independence of Directors

All of the Non-Execative Direclors who served daring 2027 were corsiderec by ine Bozard Lo be irdependent for ire purposes of the UK Coroarate
Governance Code (the Code; The Boare rev ews the independerce of each of the Non-Executive Dicecto s annually. T s incluces review rg meir
exierral appontrrenis and eny potenual conficis of imterest a5 well 33 assessng ther indwicael crcurslances in arder to ersare thal there are ng
relauonsh ps or matrers likety to affec: their judgement I= adcition 1o th s review. each o' the Nan-Execative D rectars s asked to provide corfirmat an
o tharr ndependence on a7 annual sasis (as dofinec by the Sarbanes-Oxley Act the New Yook Siock Excnange (NYSE) listing rules anc the Cade) n
Jaly 2022, Ms Lorimer veli reach n.ne years service on the Peerson Board. Cons dering the recent degree of change 1o our Soard, the Board believes
tNatItis 11 TIe COMmpary's nN1ecest 1o Mainraln continuity and, therefare, recornreeras that s Lonmer rerraims an e Boerd for ane farter year uanl
ne ABM n 2023 Upon attainment of nme years' serece oy any Non-Executive Director, the Board undertakes an assessment 1o sausfy iself as to tne
contnuing ndeneraence of that Director The Namimation & Gaverrance Committee gave pars cular considerauon 1o Ms Lanmer’s incependence
akead of “‘orralising a recomercatier tc the Board regardirg her ce-appo niment, In do.ng so. the Committee assessec the cegree of objective
Jadgement and corstructve crallerge aemansirated by Ms Lorimer, and confirmed that her skills, experience ard knowledge contr bute to procuciive
Board discussions Accordirgly the Beard s sat s’ied tnat Ms Lorimer remains independert, and that she coruryes o prov de constractve cnallenge
ard holc management 1o accoant Furthermare, Ms Loamers contnwed appo nimert will ensure a smocts rarsit on of knowledge arc exoeruse t
cLr new cirectats, patucelacly in respect of her ro e as the Chair of the Repatenion & Resoonsizal iy Committes.

In acco cance with the Code, Sidrey Taurel was corsiderec to e ndependent Lpon 1s appaintment as C~air on ~ January 2616,

The Directors can obtar indeperdent professionsl scvice, &t the company’s expense, ir the perforrance o their duties Al Directors nave access to
the advice and services of the Company Secretary. whase appointment and remro.alis a matter rese~vad ‘or the full Beard
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Board of Directors continued
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Graeme Pitkethly

Non-Executive Director
aged 54

Appointment

MNon-Executive Direcior
since 1 ay 2079

Tim Score

Senior Independent Director
and Leputy Chair Designale
aged 61

Annette Thomas

Non-Executive Director
aged S&

Appaointment

Non-Executrée Director
since 1 January 2015

Seninr Independent Cireciar
since 30 April 2021

Skills and Experience

Graeme joined Unilever in 2002
and, prior to being appointed CFO
and Board member, was
responsible for Unilever's UK anc
Ireiand business. Previously. he had
held a number of senior financial
and cornmercial roles within
Unilever and spent the earlier part
of his career in senior corporate
finance roies in the
telecommunications Industry.
Graeme served as Vice President of
Financal Planning and Vice
President of Carpotate
Cevelopment at FLAG Telecom and
started hus career at
PricewaterhouseCoopers. Graeme
15 a Vice Chair of the Task Farce on
Climate-Related Financial
Disclosures and s a Chartered
Accountant.

Current notable commitments
Unilever plg (Chief Financial Officer)

Skills and Expenence

Tim has extensive experience of the
technology sectorin both
developed and emerging markets,
having served as Chief Financial
Officer of ARM Roidings ple. the
world's leading semicanductor IF
company, for 13 years. He s an
experienced Non-Executive
Direcior and was appointed as a
Non-Executive Director of
Eridgepoint Group PLC1n 2021,
alungside his roles as Chair of The
British Land Company plc, &
Non-Exerutive Director of the
Foothall Assoriation, and a Trustee
of the National Theatre. Tim has
garnered extensive financial and
listed company experience during
previous and current positions He
served on the board of National
Express Group plc from 2005 to
2014, including time as interim Chair
and six years as the Senior
Independent Director. Earlier in his
career, Ttm held senior finance roies
with Rebus Group, Wilham Baird,
Lucasvarity plcand BTR plc

Current notabie commitments

The British Land Company plc
{Chair}, Bridgepoint Group PLC
(Non-Executive Directar}

Appointment

Non-Executive Director since
1 October 2021

Skills and Experience

Annetle has a 25-year track record
in leading glokal publishing and
data analytics businesses, across
academic, educatonal and
consurner media verticals. Mosr
recently, she served as CLO of
Guardian Medha Group, a position
she held until June 2021 Prior 1o
this, Annette was CEO of the Web of
Scence Group at Clarivate
Analylics, 3 data, analytics and
software business focused on
resedrch and higher egucation. She
has also served as CEO of Macmillan
Publishers and led the digital and
globaltransformation of Nature
Publishing Group.

She currently serves as a Trustee of
Yale University. Her previous
NON-EXECULIVE experience INcfudes
serving as Non-Executive irectar
at Clarivate Analylics (2017), and as
aboard mernber for Cambridge
University Press and Cambridge
Assessment {2019-2020), She hias
also previously acted as an advisor
o Creative Commons and Bain
Capital

Lincoln Wallen

Non-Executive Director
aged 01

Appointment

Non-Executive Directar since
1]anuary 2016

Skills and Experience

Lincoln has extensive experience in
the technology and media
industries, and is currently CTO of
Improbable, a technology start-up
supplying nexi-generation cloud
hosting and networking services to
the video game industry. Lincoln
was CEQ of DWA Nova, a
software-as-a-service company
spun out of DreamWorks Animation
Studios in Los Angeles, a position he
held until 2017. He worked at
DreamWorks Animation for nine
years in avariety of leadership roles
includmg Chief Technology Officer
and Head of Animation Technology.
He was formerly CTO at Electronic
Arts Mobile, leading their entry into
the mabile gaming business
internationally. Lincolnis a
Non-Executive Director of the Smith
Institute for Industrial Mathemnatics
and Systems Engineering and Varjo,
a manufacturer of augmented,
virtuat and mixed reality headsets
for professionats. His early career
invelved 20 years of professional IT
and mathematics research,
including as a reader in Computer
Science at Oxford.

Current notable commitments

Improbable (Chief Technelogy
Officer)
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Division of Responsibilities

The Board

The Board has established four formal Committees. The Committees focus on their own areas of
expertise, enabling the Board meetings to focus on strategy, performance, leadership and people,
governance and risk, and stakeholder engagement, thereby making the best use of the Board's
time together as a whole. The Committee Chairs report to the full Board at each Board meeting
following their sessions, ensuring a good communication flow while retaining the ability to escalate
items to the full Board's agenda if appropriate.

B

Nomination &
Governance Committee

Reviews corparate governance
matters, nclucing Coce
compliznce and Baatd
evaiLston, considers the
appoltmen: of new N rectors
Boarc experience and
dversiry, and revicws Boaro
inductior and succession plars
as well as wider worklorce
engagemont

¥

Chair

The Crar s primarnly
resnonsible for the leadership:
of the Bpard and ensLrng its
elfectiveness They ensLre trzt
*he Board upholds arc
promotes the Fighest
standarcs of corporate
gaverndnce, setung the

Boa c's agenda and
ENEDUr3ging open.
constructive debate of all
agenda itoms for offective
dedisian making Trey regularly
meet e Chiel Execuzve 1o
stay mformec ano prowde
agdsce They also ens.ure that
sharchulders' v ews are
communicated to ihe Beard.

| A
¥

Reputation &
Responsibility
Committee

Considers the comparny’s
IMPact on soCely aNe e
communites © which Pearson
operates, n¢luding (o ensure
that strzregies are 1 piace 1
marage and improve
Pearson's reputation

Chief Executive

Tne Chief Execu; ve s

respons ble for the operational
menagement of the oLsingss
znd for the development and
implernentar an of tre
company's strategy, as agreed
by the Boarc anc
maragement Trey are
responsible for ceveloping
operat ons. prooosals and
pohc es for aporovar by the
Board, they promaore Pearson's
culture and s:andards, and ar¢
one of the key representalives
of the compamy 1o 1s exTerna,
stekenolders.

¥

-

Audit Committee

Appra ses aur financual
meznagemert and reporting
ang assesses the integrity of
T accountng procedures
anc frnanc el controls The
Committee also overseos risk,
compliance anoirternal audit

Senior Independent
Director

Tke Scerior Incependen:
Drectors olieindades

mee: ng regularty with the
Cnair anc Chief Execulive (o
discuss speaficissues, as well
a5 being avallable to
shareholders generaily, shiould
they Fave conrerrs that have
not been acdressed through
the normal channels They zlso
leat the evaluangr of the Crar
or behaif of \1e other
Drectors

E

v

Remuneration
Commitiee

Determines the remuneraticn
and penems of the Execunive
Direciors and oversees
rermanerslion arrangerents
for the Pearson Exccus ve
Management leam, as well as
remunerzior polices for the
w der workforce.

Company Secretary

Tne Comgany Secretary
ICVISES On gOVerrance raters
ard compliance with Board
procecuces They are
respansible, under the
drecugn of the Crar, for
ersaring the Board recenes
FCCurate, clear and rugh-guaslity
inforrmation, a~d has adeguarte
nime and approonate
resoJrces In order 1o function
effectively and e*f cientry They
also support the Cnair in
delivery of the corporate
goverrance agenda and
organise Director nduc: or,
rainirg programries ana e
Boerd evalualion process.

Deputy Chair

From concius on of the
carmnpany’s 2022 AGH, the rewiy
created role of Deouty Chair wl!
supportthe Char or Boarc
eflectiveness and governernce
maiters

.
Pearson Executive
Management

Tne Pearson ExecLiive
MaregemeniteaT conss.s of
rhe Chief Exccutive anc same of
thewr drect ~eporis Tey are the
exer juve leacerstip group for
Pearson and are respons:ble for
gelvering Fearsons strategy
under clearly def nec
zccourtaslues andin i ne witk
agreed governance and
Drocesses

Standing Committee

Astancing Commiitee of ibe
Board Is estzbiisned o approve
ceriar pperalional and orcinary
course of bLsiress items such as
bankirg matters, guarartees
and mira-Groud rarsacuons
and (o make rounne approvals
relaung 1o employee share

pars Agduona authonry may
be delegatec or én ad-hol basis,
£ g o approve and conclude
COrDOrEIC *ansact ons
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R

Authorities and Duties

Tre avthor es and daties o’ tne
Boare and its Commutlees, s
well as the roes and
resporsibibilies 5 key ndwidua’s
on 1€ Board are clearly set ot
nwrilng Tréese documents are
~eviewed and epproved by the
Boarc or an arn.a' bas.s and
are 33 [3hle on the company's
wiebs te (pearsonplc.co)




Pearson Executive Management (PFEM)

Irmage removed

Irmiage removed

Tom ap Simon

President - Virtual Learning
aged 43

Ali Bebo

Chief Human
Resnurces Officer
aged 53

Appeintment

Joined Pearsan 1 December 2004
Appointed to the PEM 1 April 2021

Internal Appointment

Skills and Experience

Torm has 19 years of international
business and finance experienice. At
Pearson, he has led the Virtual
Schools business, warked in finance
for the emerging markets
businesses and led M&A activity In
the US. Previousty, he worked ir
investment banking at RW Baird,
Tom holds an MA in Economicsand
Folitice fromthe University of
Edinburgh.

Appoirtment

ioined Pearson 13 December 2021
appointed to the PEM 13
Decermnber 2021

Exlernal Appoiniment

Skills and Experience

Alis a senior executive with over
25 years of experience building
culture for rransformative business
performance across multiple
industries. Prior to joiming Pearson,
shewas an officer and CHRO for
Hologic. Inc.. & global medical
technology cempany Prior to
Hologic, she held various HR
leadership roles with the specialty
retal company, ANN INC Ali earned
her BA impohnreal science from the
University of Califorma, Los
Angeles

PEM Composition
Gender

chant remaoved

Nationality

char removed '

Image "emoves

mage removed

Tim Bozik

President - Higher
Education; Interim Chief
Product Officer and
Co-President, Direct to
Consumer

aged GO

Lynne Frank

Chief Marketing Officer
and Co-President,
Cirect to Consumer
aged 55

Appointment

Joined Pearson 18 May 1998
Appointed to the PEM 23 May 2013

Internal Appaintment

Appointment

Joined Pearson 16 November 2020
Appointed ta the PEM
16 Novernber 2020

External Appointment

Skills and Experience

Tim has more than 30 years of
extensive leadership experienge in
higher educatior products and the
business of delrvening them at
Pearson, Tim earned a Bachelor's
Degree from the University of Notre
Dame and currently serves on the
Board of Directars for the
Association of American Publishers.

Skills and Experience

Lynne has over 25 years of
experience in the media ndustry.
Previously, she has worked in
companies such as WarnerMedia,
ESPN/Disney and Turner
Broadcasting. Lynne holds a degree
ineconomics and business. and a
certificate in corporate hoard
gavernance from the University of
California, Las Angeles (UCLA)

Ethnicity* -

‘ cnart ~emoved

External/Internal Appgi

T et |

| chart remgved

|
U

These figLres represent tne “xecuive reart exclading (re Chiel Fxecative zrd Cruel Frranaal OF cer wno are counted inihe Roar metnics

* Mixed, Oiher and White' ore (N2 teleguries recogrised 25 elric grouns unoel the Us Cffice for Naner al Siznstos ~lzssif cavon
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Image removed

Gio Giovannelli

President - English
Language Learning
aged 49

mege rerroved

Image removed

Image removed

Mike Howells

President - Workferce Skills
aged 45

Appointment

jomed Pearson 1 February 2014
Appointed to the PEM 1 Apri| 2016

Internal Appamntment

Appointment

Joined Pearson 1 Decermber 2020
Appointed to the PEM
1 Decernber 2020

Fxlernal Appointment

Skills and Experience

Glo has over 25 years of
International business e¥pefience,
including four CEO roles in Brazil.

Previous board roles include
BOVESPA-listed Natura and Cve
Viagens. Gio graduated from
Boccom University, holds an
Econamics Ph.D. and1s OPM
graduate of Harvard Business
Schoot.

Skills and Experience

Mike has mare than 2C years of
international business expernierce.
Previously, he has worked mn the
British diplomatic network and the
UK Foreign, Cormmanwealth and
Development Office. Mike holds a
master's degree In Internatcnal
Law from the Umiversity of
Nattingham and an Anthropalogy
degree from University College
London

Cinthia Nespoli

Chief Legal Officer
aged4i

Art Valentine

President - Assessment
& Qualifications
aged 57

Appointment

|oined Pearson 1 February 2014
Appointed to the PEM 21 May 2020

Internal Appointment

Appointment

Joined Pearson 23 January 2006
Appointed to the PEM
1 February 2022

Internal Appointment

Skills and Experience

Cinthia has over 18 years of
international legal and compliance
experience. Previously, she held
leadershiproles in legal and
cormphance at mulunational
companies Cinthiawas admirted to
the Brazilian bar in 2004 and earned
her law degree from Pontficia
Universidade Catohea de Campinas
and a post-graduate gegree Intax
jaw from Pontificia Universidade
Catolicade Sac Faulo
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Skills and Experience

Arthas more than 30 years of
leadership experience |n
assessments, testing, and
iechnology. Prior 1o his 36 years at
Pearsonserving as a senior leader
of Pearson VUE and as Managing
Director of Pearson Chinical
Assessment, Art worked at
Promissor, which was acquired by
Pearsen in2006. Art earned his MS
Ir Mathematicai Scence/Computer
Science from the University of
North Carohna Chapel Hill.




Board activities

The Board is deeply engaged in developing and measuring the company’s
long-term strategy, performance, culture and values. We believe that it
gdds a valuable and diverse set of external perspectives and that robust,
open debate about significant business issues brings an additional
discipline to major decisions.

The role and business of the Board
The key responsibili es of the Board include-

overall leadershin of the corrpany end setts g the
corrpany’s values and siardards, .ncluding moniLonng
culare and Diversity, Equty & InClus on iniatives

rev-ewing and celermining the cormpary’s straiegy,
Including m relation to Ervronmental, Social and

Gowvernance matters, In corsultation with manzgement,

assessing performance aganst it anc overseemg
management’s execuiion of it

Strategic planning and decision-making

Ihe Bozard spencs cons derable ume 1n assessirg whelher ary
prepased actior aligns with the strategy and farure drection ofthe
husiness, wh le taking inta corsideration sustamability ar ¢ impact on
our stakeholders Im adomon, the Board “egularly nalds strategy
discussiors wnoiner nrelal on o the speufic strategies of Pearson's
five bus ness divis.ons ar the wision and wider strategy of the company
as a whole, noth of which enhance the Buard's detsionerrak ng in
shaping the company's strategic arc financal plans,

The Board ard Commitlees receve umely, reguiar srd necessary
fnanc al, managemen: end other nformanon ro fulfi te r dutes

— majar changes to the company’s caraorate, capial,
Manzgement anc cont ol structures

— approval of all trensactiors ar firancial commirmerts n
excess o the altio7ty imits delegated 1o ine Chie!
Execurive and other Execdiive managerment

— assessment of meragenent per‘ormance, Board and
Execatve succession plann ng and talent oipel re

Comprelhens ve papers are circulated 10 the Board and Corrmiltee
memners appraximaiely one week ir advance of eacn meetrg The
Bostd receves a regular performarce cashboard end key milestones
report, tegether w th upcates fromi the Cniefl Cxecutive and Ch ef
=nancial Oficer. in adoitior (o meeung papers, & kbrary of cLreent
anc historical corporate nformatiors made avallable 1o D reclors to
SUPPOIT The Boards cedison-making pracess For itlems rhat require
sigrificznt consideration and ~eview n adverce of 2 decsion such as
Lhe adopuor of Pearsor's new strategy and organisat cnal siructure

— effectve engagement with key stakehclders

Board meeting focus during 2021

Strategy

Performance

2020 prelminary
results and annual
report and accoJnts

Ongoing digital —
transformation

Direct to consumer

strategy — 2021 operaurg plan
perfarmarce, 1ndading
nterim resJits and
trad ng updates

Pearsor 1 development

and launch

Cngong assessment

of impact of COVID-19 -
on strategy

Regular daskboard
anc milesione reparts,
includ ng review of
KPls

— Operaung and
strategic plan
discussions

Divizicnal stralegy
505510NS
Implementaticn of
Group strategy
Oversight of Frve Year
Strategic Plar and
preparation of 2022
znnual operaong plan

— ContnLINg tev ew
of forecasts
— Final and imtenmm

dridend proposals
Partiolc evicw prop

2nd M&A -
Lapra' gllocatior

Ongoing assessment
of immpact of COVID-12
on perfarmance

Date strategy

_Leadership & people

— Chair and other NED
successor planning

— Culure

— DE& initiarives & plans

— Empioyee Ergagement
Network engagement
and feedback

— Employee survey
assessments

— Purposze, wsion,
mission & valies

— Tatent review and
pipeline developmert,
nclading execuive
Team suceession

— Workforce learning
ard gevelopmen:

— Board mentaoring
programme

Governance & risk

— Legal and regulatory
governance
complance

— Roarc ramirg on ey
legal and regulatory
matters

— Dara pnivacy and cybor
security matters

— Beoarc anc Commitices
effertiveness
evaluzlors

— RegLlar review and
annJal corfirmator of
con''as of interest

— Approval of
Comnmittees terms of
reference

— Approval of civision
of responsioilites
between Char,

Chief Execunve and
Senior Indepondent
Director

anrounced in 2027, tne Board's discussions can take plece over &
number of sessions

Shareholder engagement

Irvestor reial. ons strategy
and share price
performance
Shareholder issues

and vaurg

AGM and related
shareholoer interzcuons
Feadback (rom Board
rmembpet meetings witk
shareholders

Majar sharelolders and
share register analysis
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The Diectors recognise therr gunes tawards the sharenplders anc
other stakeholders as st out in Secnor 172 of the Act, and 3
conunued urdersiand ng of the keyissues a'fecting stakehalcers s
ar integral parn o the Board's decision-mzking process Yoo can read
more on pages 84-85 sbout Fow the Bodrd engages with
stakeholoers and tekes thetr views Nl account when makirg
decisions

Board meetings

The Boerd held seven schedu ec meeurgs in 2027, with discussrors
ard debares focusing or the formuiation, amplementation and
execLtior of the new strategy, as well a5 orher Key Stralegic ssJes
‘acing the company Major items coverec by the Board im 2021 are
shown in the tzble to e left 1n add pon ro s scnedulca meetings,
the Board converes ac necessary Lo consiogr matters of a ume-
sensive natute e 20217, tne Board also mer an wo aderoral
oCcasions to cansider soedfic corporate finarce marters in fu-ther
deiall Despree the conunued resinciions an imiernatcnal trave! and
physical gatherings in 2021, the Dirccrors have continued [0 or gage
with comoany stakeholders, welug ng the worklorce. The Board was
pleased o pe able to gather i person for o'1e prysical Beard
meeting duning the year, where 1 was joinec by the Feamson
Execurive The Board was ab'e to mee: in person in February 2022
g hopes that i will be sble 1o meer faceto-face througno.s the
CoTing year,

Reflecting onthe level end quality of engagement by rhe Board in
2021 the Bogrd 1s sanisfed that each Drector contribured to Board
discussions and cemonstrated suil L.ent comrmitment 1o be able 1o
mees therr responsipilities. As shown in e zble selow, eack of T1e
Non-Execut ve Directors atteracd ell scheduied meevngs during
2027 Ir addmion, the Nominzton & Governarce Cormiriee
confirmed Ny annual assessment tat each Drecor der onsirates
the requ site level of cormitmen: ard contribut or N accargarce
with Prinuple H arc Provisior 18 of rhe Code Furhermiore, the
Board has conunued to adapt Lo & hybr.d way of working (botn
physical ard vual) whoon has sllowen for greater pariopanon with
employces and stakehalders arou-d the worlc

Directors' commitments and conflicts of interest

Unger tre Comparies Act 2006 (the Act), the Directors have a
sTatutery duty 1o avod conficts of rierestwith the compsny 1he
comparys Articles of Assocation allow the Directors 1o autnonise
conflicts of interest The compary has an establisned procedure 1o
identify actual and perenial conflicis of interest including all
directorships or olner apPaINtments 1o, or relatarshipg wits
comparies that are not part of the Pearsor Group enrd which could
£IVE nise 1o &Cldsl or poient &' canflicts of interest Adcimionaily, ir
response 10 Provision * 5 of the UK Corporare Governance Coce,
Pearson has developed mterral guidance to be laker into gucoant
wher considening changes 1o a Director's com ™ tments, or when
appoming & now Director, as well as formzl sing the Boare approval
Process fof such matters

Orce notlf 8¢ 1o the corrpany, any potertal conflicts anc commitrments
arc considersc for authonsation by the Board at its next scheduled
meet rg or, where recessary Ir the interests of timeliness, oy 3
Committee comprising the Chair, Serior Independent Director ard
Compart Secretary, in paricular, the Board o Comrties considers the
wpe of role. expected ume ccmmitment and any moact whick this may
have onthe Directors dut es to Pearsan, as well as any relaiionshins
between Poarson anc the external organisazion. T1e interested Directar
1S naL perm tted fo vaie an. or ne courted ir -he cuorum for, any
resolunion relating o therr commutments, conflict or potent al conflict
The Boarg reviews any adtronisatiors granted or 2n anLal basis

Duning 2321, the 3oard approved one rew signif-can: cammitment for
existrg Directors, wnich was the appomtment of 7 m Score a5 3
Nor-Execative Director of Bridgeooint Group plc. ¢ giooal leader in
middle market private assers vestig and a constirLent of the =TSk
250 The Board was of the opinicr that ihis #dd naral sppan:rert
was acceptable g3 there were no conflicts percewed, and mat the
anponiment would not provent Mr Score from gng his Pearsor role
the urme and zutentor 1 reguired which, at the ume, included e
Chair success on process Furthermore the Board bel eves that me
experience gained by Dreclors through their other commitments czn
bring valuable perspectives o the Pearson Boara “here were ro
other new cormm mienis of Directors dunrg 2021 which the Board
cansidered (o be sigrificant ir nature.

Board attendance

Directors zre expected ro avtend zll Board and Commuies meeungs,
but in certain excepuioral circurmstances, such as due o pre-oxisurg
business or nersoral comrutmenis, It s recogn sec thet Directors
rhay be unable to attend [0 these circumstanices, the Directors
receive relevani papers and, wnere possiole, will commuricate ary
comments and observatiors n agvance o' rthe meeting for raising as
approprigte durng the Mmeenrg Tacy are updated on any
developmrerts ater the meeting by the Cha- of the Board or
Comrrittee, as eppropriate

Indracuais’ attendance at Boarc 81o Commitiee meetngs s

cons dered as part of tre format review of tne r performance There
was e Figh level of attendance by tne Directors et Board 2nd
Commiies meetrgsin 2021, 35 shownr tre tabletathe rgntand
inthe Comrmitiee reports that folow:

Scheduled mg_e_t_ir:lgs attended
Chair
Sidney Taurel 77

Executive Directors
Ancy Birg 7i7

Sally Jornson T

MNon-Executive Directors

Dare Euzzbeth Corley 7
Smerry Courd 77
Damre Vwienne Jox: 3/3
L nda Lormer Ti7
tMichael Lynion 343
GraeTe Pitkernly 717
Tim Score Fil
Arrette Thomas’ 242
L ncain wellen i7

Durer Zlzzrers Conley res gren egmtre Boarz or 27 Decerrper 2527
apr | 2024

3OI Larror rpsgred o v Snard o oL Annl 2037

¢ Dzrretyopaonne Cox pes s ramithe Boar 2

4 IWeTtemss crecthe Boarson Octoper 2027
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How the Board is kept informed

The application of our Board and Governanc

e processes in 2027 ensured

that cur Directors received accurate, timely and clear information from a
range of sources. This allowed the Board and Committees to monitor and

provide feecback on matters of impartance,

as well as to make informed

decisions that were in the best interests of the company and its

stakeholders.

Image remaved

Culture

The Board monitoss the culiure and argan'sational nealth of the
campany with the gssislance o s Committees, Ircludmg nrough
regular dpdates from e Chief Execur ve, Crref Human Resources
Cfficer, and Chief Divers:ty Officer, as welt as considering Group-
wde pragraTmes sich as the auarterty employee puise survey,
Code of Conduct. camplance, Fealth & safety, and talent ang
learning nitiatives

Inearly 2027, work bogan to redefine our company nurpose anc
values The project aimed to align and galvanise ermployees Lo support
the new corparate strategy The Repurtation and Responsibility
Corrmittee receved reports and prescniations from a cross-funcuional
tearr (Corporate Markeling & Corporate Commanications, HR ard
Stratogy) 16 d scuss messaging and imolerrentat on These discussiors
contnued througnout the year ang, “ollowing & -obust research phase
conduded by an external agency partner with key stakehalders (which
included employees across different levels, geograohies, and parts of
the business), the project was debated by the (ull Bozrd eshead of ter
decision to move forward

The Board zlso recerved culture-telated updates from var aus other
sodrces, Including feedback irom the Employee Engagerrent Netweork
and updates ar the results of the guarterly employee pulse survey n
July 2027, the Bocard received z cLlture update, delivered by the Head
o' our Global Employee Communications, Gn ways Lo align Pearsor's
culture and straregy. noting that the twa must work I corcert o crive
the comipany’s overall business performance. Tre presentation
oLthred plans ta shift company cultire anc employee engagerr ent, as
well as prowid ng an update on Lthe ongoing work to pulld ar Incysive
performance culture at Pezrson and plans Lo revamo otrer employee
initiatives, of weich the Directars were supportive Company culture 1s
& key faczor in dec.siors the Board rrakes in relslion to the workforce
and will be a topic of discussion in 2022

For more information on e ployee engagerment, please see page 87.
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DE&I

The Board recognises the imnortance of Dversiy, Equity ard
Inclusion and encourages the company's approaches in addressing
this suppect matter. In 2021, Pearson eppointed a Chief Diversity
GCfficer. This role was designed Lo enhance the culture at Pearson
through the creanon of g strategy to buld annclus ve environment,
Increase workforce diversity, and or ve egqa Ty in progucts and
services Following the appointmient, the Chief Diversity Officer
assessed arganisatianal performan ce agaist the 56 key DE&I
Iniuetives tFat hac been app-ovec oy the Board for implermentauan
guoss 2021 and 2022 {to addironal informatior please see page 96
In 2021, the Boarc rev ewed a progress report of the 50 nmatves,
notng that 43 of these were or track 1o be delivered by therr
deadhne. In adcition. a more streamitined approsch was intredJced
to revise DE&I prionties, with this evolLton including tne
development of ar enterprisc strategy with cperaton support
centred around four new organising p lars: recruitment and
promotiar, retention, Inclusive culture, and social impact

To oprimise te delivery of DE&I outcornes. regular updates have
been prowided (o the Board and Committees. This act on has
resalted in awareness of complex challenges and milestones relative
16 product equity and remediguon plans to mimrise repLtatior risk
Updales ‘uriher explored progress towards agvancng diverse
workiorce represenation and cresting a new externas website
designec 10 INcrease the public's understanding of soc.al equity
Lopics This engagement allowed Board ard Committee members
opportunities to ask key auestions and share opintors 1o guide
future outcomes.

Environmental, Social & Governance

To lesrn more about how the Board monitors ESG matters
piease see the Reputation & Responsibil ty Commitiee Report
or page 98,




Portfalio Changes

The Board recewes regulat updates or portfolio and carporace
‘mance gty ties throaghaout te year, rolad ng regular wpdates on
Itve transactions (disposdls acguIsit ons and Corporate (amt Yeriure
sctviny) and ocutpuls o perodic port‘olo reviews These Lipdates can
teke the form of presenting key summanes of nfurmation
decamented in Board packs or orzl undates on key matiers These
discussions are fypically lec by executve arc divsiaral mansgemerrt,
supported by the Cerporate Developmert team ard, whare
necessary, exiernal adwsers, Subseguently, once portfolio
transections tave closed, the Board s also kep? informed of me
INEEEraLICr or LE3MSIIIoN DY ogress

Data governance and cyber security

In Avgust 2027, Prarson ennownced 1 st 1t had reacher 3 seitlemnent
with the Securtz es and Exchange Commission (SEC) rancernng &
2018 securty iInudent impascring AIMSweb 1.0, a web-based software
tool for entering and tracking studerts’ academic performance that
was retred in [Uly 2078 10 lire with a vreviously scheduled plan

Secuniry end privacy are Cf paramourt iImportgnec (o the 3oarc arg
Lo Pearson anc its stakeholders as a whole and, accoraingly, the
Board was armentve 1o This matter as 1 progressed Steps unaeriaker
durirg 2027 incluced.

— Tne Board ang Audy Commiites were keptwntormen of iegal
discussions ieacing up o The settlernent with the SEC

— In kght of the SEC ratter the Char of the Board eaL ested that
<N Independent investigaticn be conducted into the
CIrcymsiances surrouncing the matter (o idenufy root causes and
proress and programmime Improvemenrs, 2 request which was fully
endarsed ny other Board memoers

~— Upon campietan of thativestigaton, the 2oard considered and
endorsed recommended actions (o be taken by the company

— Interral cvber secunty Intident dis¢losure protocsls and centrols
were reviewed and Updated, as wel! as severity assessmen?
pracuces and stendards and escalat on procedures

— Following the lessens learned discussion, the Audic Cormmitiee
=
recewed a progress wpdate on acuors taken and will conur se o
monTor managements implemenzanon of progress

The Board and (s Comeutiecs also have a0 ongong programme of
discussIonNs refaling to therr guersight of data governance, privegy
and oylier securty matrers In 2027, the rratters covered were

— Data Privacy® - Audt Commirttee acen dive with Chigf Privacy
Ofiicer and Chief Legal Officer

— {yber Secunity® - Audiz Cormmittee deep d ve wath Crief
informatior Officer and SVF - Technology Assurance

— Data tthics* - Reputenior & Responsibil.ly Corr mitteg session
with Chief Strategy OFficer and Cie® Data Officer

— Dala Strategy - Boare session wit Ch ef Data OF.cer

A dlata-cr ven epproach 1S core 1o QJr strategy as a digitai anc
cansumer-focused business, therefore stnc dara governance,
seclrty and privacy sTandards are integral 1o the meznagerert of a
nurrber of our prinaoal risks. The trust thet comes from acung with
mtegrity, including throvgh our approach to datz seclnty and nrivacy.
Is at the Feart of our corporate values You can read mare about the
mportarce of Tnese factors in our nsk section Leginring on page 60

* Rel TONE 00 IResE Sewn 006 e Do tee renims (e Talluw,

Pearson+

i hoby 20217 we zccelerzted our mgve o argital anc st arpened our
focus on student relat onships by launcking Pearson+, a direct 1o
consumer subscription experience that gves Higher Fducaton
studers simple and a*fordable access ta eBooks and sLudy tools

The Board manitored orogress or Pearsan+ from the inimial
development af the concept througn ta laurch arc beyond
Arnough ceveloprment of proadurisis led and overseen by
managemert, the Boare pawd paricular attenuan to Pearson= 25 e
fagshio product of the compary’s cirect to consumer si-ategy, the
creztioni and |2.anch of which also represented & c.ltural skt the
way Pearson ideates and nngs products to rmaret,

In the early stages of the concept. the Board consicered the
fnvesrment [0 Be made alongsice patenrial revenues 1 ne
generated. Throughout the first hall of 20217, the Board was updated
on produrt development, design. focus group feedback nclud ng
from n¢ target consurner dermographic), Pricing strategies, brand
and markeung, Following a product demonstravion, Board members
proviced feedbac< on featu-cs ard “uncoonahiny with reforence to the
broader rearketolace anc considered the key auality aifferenuators
and Nighly persarealised, ek learrirg experience thal Pearson
wouid uffer the consumer. The project team kept the Boara mformed
of progress through user acceptarce tesy ng, wath design and buic
quakty burg front of mind to ersure 2 rusted product

The Reputation & Responsibility Cormm.tzee consicercd pians for the
product launch 2nd medha sirategy as part of & communications
spdate Afer laurch. the fLll Board recowved updates oninwestar and
broker sepuiment towards Pearson- as part of 10s reg.Jlar [nvesior
Rela: ons report As well as moaroring devefooment and go-to-
market sirategy for Pearsan+, the Roard considered the potenfial for
Pearson- withir tre broader orgarusanon, lookng bevore the
baunoanes of tre Higher Ecucar on division to expiore parennal Lses
N alner ousiness dwsions., 1t also examined how to leverage the
productin possible inorganic grow!k oppartunities

Foliowing the launch of Pearson
the Boare paic clase atteruor o
SUDSCANTICN aies, LSBT
registrations and engagement
dats Certaintargeis assocalec
with the laurch and teke-up
formed pa<t of (ne Bpards
dasFboard of Kls i 2021 ag well
as festuring in Pearsor's pabliic
non-financial KPis (see page 24),
The produc team also provided
he Board with insighils mo the
early feedback cnming from
Cansurmers, covering thermes such
g3 procuct featres, puchase
experience, effordab Mty and
<absCrIpUorT erms

Image removed
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Understanding our stakeholders

A strong understanding of our stakenolders and their views is integral to
Pearson's strategic planning and operational delivery, and the Board's
strategy sessians are informed by the views and needs of, among others,
our eight key stakeholder groups: consumers, employees; shareholders;
educational instituticns and educators; employers; government and
regulators; business partners; and our communities - the local economies

in which our businesses operate.

As requires by the UK Corporate Gavernance Code, the Board
ensJres that Pearson engages offeciively with, ana encolrages
particination from, 125 key staweholders The Board maniams s
aversight tnroagh a vanety of direct and indirect mechanisms,
ardthe Reputation & Responsio ity Cornm ttee moninors the
Groug's stakerolder engagement frgmewark,

Mara intormation on Pearson'e key stakeholders, noludirg
therr areas of concern énd oJr respense, 15 SOt out nthe
Strategic report on pages 16-"9, Further information on haw
thie Directors discharge their dutes urger Section 172 of the
Comoanies Act 2006 is avaanle cn page 19

Engagement during 2021

Az with 2020, Tace-o-face engagement will stakeholders was 2
cnallemge for the Board, given lockd owns and travel restrichons
However, the Board and its Comrritlees recogrise that stzkenolder
views are integral to dec sior-making ana the company’s strategy.
The Board tnerefore ensured that it was kept inforrmed of
stakeholder views, cancerrs and commeniary throughaut tae yeer,
whether through direct or ind rect, physica! or virtLal, engagement. In
aodinor, the use o digital technolegy allowed for proader
cngagement, helpir g to ensure that sta<eholders retzined e volce
within the Boardroom. This tcok olace througn (amang other thirgs)
physical iInteractions (wherever possible), v rtual meetngs ~eports
ard presentations at Board or Committee mecnngs. fecdback from
members of the Pearson Executive Maragemnent team ard other
emp\o_\'ee gFOUDS, and inzeractions with varnous fUF(HOHS‘ teams or
acvisers, both insioe and ouls:de Pearson

While all key stakeholders are mtegral to the Board's deliberahens,
the Directors recogrise that learrers' inerests are particularly
impartant, and that a key factor of any decision 15 iistening Lo the
mrerests of the various stakeholders, ta<ing these into sccount and
trying to align or mitigate any opposing views, all while <eeping the
learners' best interests n rund. Some examples of the key activ iies
wnaertaken by the Board or by indmdual Directors in relation to
stakehelder matters are set out below. Please also see page 88 for a
detalled review of our acquisitior of Faethm, ana Fow It relates to our
stakeholders and the long-term success of the company

Shareholders

— Sharehglders are 3 key consicerzuer in Board decision-making
Despite the Board peing unable 1o engage in person with
shareholders at the 2027 AGM, we held a Viriual Fngagement
Cvent for our shareholcers in advance of the AGM This mvolved
ar onlne presertanon and Q&A session with members of our
Board anc prov:ded sharehaolders with an apportunizy to near
from our Board members and ask questions relzung to the
business of tne AGM. At the 2021 AGM, Pearson shareholders
granted the corrpany the authority inits Art cles of Association o
hold furure general mectings by hybnd (that s, car current
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physwcal and virtual; mears in 2022 we plan o Fest cur first
nyoric meeling, which will mzke it easie” fo- aur global
sharenalder case to take part, arc further enhances the Board's
ability to ergage wih shareholders

— The Board also ensurec there was s continued cislogue
throughout the year with our la~gest shareholcers, includ ng
exiensively i reldtion 1o Company’s new sirdtegic airection In
addinion, and followirg the opposivon 1o the monon 2t last vear's
AGM 1o &uthonse haldmg general miectings on 14 clear days’
natice, as part of a broader snareholder engagement exercise the
company sclught ta berrer understand the views of shareholders
or this particdtar matter As a result of the corsultatan, the
corrpary scknowledges Lhere were certain concerns a2-ourd
Pearson's ase of this power to bold meenngs on less tran 21
clear days notCe with cespect 1o tne Septemoer 2020
kxtraorainary General Meer~g although the Directors believe
that L5 an 1ImpoTant powe: to confimue To sec< ir future, 1o
af'ord flexbinty where ume rmay oe of the essence on certair
matters, they respect the cancerns expressea regarding &s Use 1N
2020 As aresull, Pearsor 1s commitled to reflecing v ews of
shareholaers in any consicerauor of future use of this power, if
granted by sharehelders In adeition, the Boarc engaged
extensively wak snareholders regarding the signif cantvote
against the Directors’ Remuneration Report ar thie 2021 AGM
Please see page 112 i the Remuneration Committee Report for
additional detail on this engagemen.

— For maore detzils or now Lhe Baard, or specific Directors, have
engaged with snareholcers, please see our 2021 snareholder
engagement cycle, below

Shareholder engagement cycle 2021

-— |ancary Trading Update
— Full year 2020 resulis and strategy update

— 2020 Annual Report & Accourts
— Full year results investor roaoshow witk Management

— Release of Farm 20-F
— Pre-AGM Virtuai Shareholder Event
— Q1 Tradmg Update
— 2027 AGM
— irvestor conferences with Chief Execative and Chief
Financial Officer followirg Q1 Trading Update
Helf vear results
Irvestor raacshow following half year resalis

— Engagement relsting ro Remuaneratior

— MNime Manth Trading Updare

® ®

Q — Investor Rogushow with Cief Exccutive & Chief
Financial Officer followarg Q3 Trading Update

— Ir persar Investor Roadshaw ir New York & Paris

— Engagement relating to Remuneration




Pearson Partner Forum 2021

Held n htaich 2027, (ne Pearson Partner Forum provicded business
partness with ar oppartunty to Pear from our Chief bxecstve, Chief

Financial Officer and members of the Pearsor Fxecutve Management

tearn (Mong others) on 1Ne new strategic drection of Pearson Win
over 130 of our key suppliers attending, Andy arc Sdlty snared the r
thoughts an Pearson's strategy, enabling business prowvders to hear

directly from, and engage wth, our Execctive Direciars This ive virtu al

event also gave nLsINess partners en ins ght inta the company’s
appreach (o responsible procurement and ourinet our spproack 1o
stpphers with speaf-c reference 1o DE&I and our new workioree skills

Consumers

As @ oLsiress with a fotus on an ettt Lo consurner, Lhe (orsumer s
ntegral t the company's strategy, and 1s a key cansideratian for any
Baard deasion Tnae Directors therefore neea to ensure that the
opinors of all consumers - be that school students, vocational
Jearners, Indiv duals 1aoking ro upskill or reskill in rhe workplace, or
aryone else - are Laken nto actount it every deasion or 4 scussion
thatis hac Tne Direciors ens.ured that as = Board they were
recenng relevant up-to-date and deta led mformatior througn e
form of reports, verbal updates, and oresentauors on a range of
marters, iInclading the launch of tre direct 1o corsumer straregy, te
launch of Pearsor+ (for more informaton, irglud ng how the Board

drasion While the focus was an provicing o4r supoliers wab an insight
into Pearson, ana spedfically n° celatior to pur new strategy, the forum
provided the opportun ty for DJSINEsS pariners to sk quesucns, thus

received stLdent and user testirg feedback, please see our case
study an page 85). updates fram the DF&| taskfarce on increasing

providing oLr Execive team vath an understanding of sepaoliers’
wews and corterns Tre mtennon of tre forum was To mighhght the
cnucal role that parinersmips and corporate social responsibibey wil
pley i Prarson's strategy 11to (e future

Engagement with employees

Despite onysical meracions being irmited throcghout 2021, (e
Directors uthised a number of meinods to engage with emoloyecs
wrtually throughout the year. The Board recogrises that Pearson
employecs are integral to the business and tnerefare made sure
that, during a ume of conurued transformation, emplayees were
listened o, eappreciared. suoported and rewarded Some examples
o how the Board has ergeged with employees indiude

— The Employment Engagement Network

The network has estanlished & feedback mechanism between
the Board and the workforee, enabling the Board 1o near
directl from employees Members of Pearson leadership
nominaie a aroun of actve isteners, 200d commuicatoss, and
solid cmplayee embassagors o represen: the voice of our
emplovees acrpss the company and In key geographies. In
making these appointmerts, matters such as gender, ethrioty
geography, age and 1enure are tzker INto accourt Tnis ensures
we have & deverse and wede-rangirg growp ol indnadaals o
represent our warkforce

During a ore-year appontment, (e network meets virtLafly
with a non-executive director or a quarterly nass The group
contnbutes its views on tmefy topics and prowdes feedback,
wimch s also en T poriant part of UK corporate governance
Tre network provdec sighfot and melpful feecback on a

var ety of key tapics n 2021, includirg the laanen af the rew
CoOT pany-wide strategy as well as our renewed purpese and
valoes

In 2021, the network also welcorned Sherny Coutu as
designatec Board representative, $acgeeding Darne Viv enne
Cox Witk ner extersive Track -ecord of workirg with start-ups
ard scaling oJsinesses, Sherry Pas paricufar exoerne~te n, ard
passion for fesier ng wor<force engagement She will be omec
by Chief Hurnan Resaurces Officer Al Bebo, in each meeting
moving forward Key themes that will be discussed :n 2027 are
INNOVALIDN, rewat ans recogn 10N, Systems and Protesses,
crgan:sauonal si-aciure, and 5105,

“ am delighted to work with calleagues in the Employee

Engagement Network, which is a fantastic channel for helping
to bring the employee voice into the Boardroom so that we can

co-create the future together.”

Sherry Coutu,

Pearson’s Designated Non-Executive Director
responsible for warkforce engagement

dversityin Pearson products and servces; and general updates on
Protudt developmen atl cemonstital ins

There were regular scheduled rmeeungs (wh'eh wore heid wirtually
throughout 2627 ywath the EEN gne Wis Cox or Ms Cout., who
respiect vely reported Back ta the Board after each segsion o that
the views shd vaice of the workforce couls be refecied in the
Board’s business and deliberauons.

For addinonaiinformation or how the Board will increase
engagermert witn emuloyecs 1n 2022 wrh respecl to
rernunerat on, please see page 114

— Learning initiatives

During the year, the Carrpeny helc a nurber of wiriual events for
the berefit of employees, with topics indading “Global Learning at
Work Week, ‘Global Inclusion Week', ‘Global WFLL Week' and
nfarmation Secanty Awarenass Sumrt, among others As vell
as the Executve D rectors neing directly involved, tne Board also
recelved ‘eecback on these events as part of 5 general update or
aler, learning and company cJlrre

— Virtuai Town Halls

At fregLent points throughout the year Andy, Sally and the
Pearson Dxecative Management Team helc wviriual towr halis,
which Pearson employees were iInvited to atterd These
discusnors were of parucular weporiance when they conaided
with (ke significant points in the year, for example wnen Andy
anroanced Pearson's new strategy. the launck of Pearson-, and
any results released by the Compzny

— Pulse Surveys

On e quarterly basis (e Pearson workforce recewes an nviaton
o complete an emoloyee survey, and the Board giscusses The
results of these survays

These give the Board ins.ght into specific serumerits of trie
workiorie in 2021, these areas mcduted mental health ang
wellbang, perspecives gnindmdLals' professnnal develapment
thot.gnts on the company’s strategy, and whar ingnigusls think
apo.Jt workirg at Pearsen. The survey zlso grves ermployees an
OpEOFILMILY IC provide wrtten feedback, whith s summarised
snc i there gre urderly ng rends o Lommon themes, presetien
o the Board Tne measures from the Pulse survey élso form part
of the Board's dashooparc of KPls, which 1. monitors reguiarly

Across the year, 71% of respondents sell-reportea trat tney =ad
upskillea of reskilied in 2027

— Mentoring schemes

The Non-ExecJtive Drectors particpate i & mertarnng scheme,
wheraty they are pairec witk & high-potenal leader at Pegrson
After a saceessfUul frer conoTin 2015, the scherne was re-
lauaches with @ new cokart in 2027, For additiona’ detzils, please
Lee fage 96
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Key decision made by our Board

Acquisition of Faethm

This case stuey on Pearson's recent acquisiior of Fzethm shows an
examps.e of how the Directors have considerec the long-term
CONSeqLences, INTerests 0f sta<eholders and the impact of
onerstions on the community r the r deqision-mak ng processes,
while acting n a way that promates the success of Pearson for the
berefit of s sharchaiders as a whole

In Seprember 2027, Pearson anrounced the acgaistion of Faetbm, a
mareening digial anaiyie s platform et helps companies and
governments understerc the cynamic forces shap ng the labadr
markel. Tne insights provided by Faethm Felp its custamers to make
nara-crven dedsions o navigate the changirg labour market and
support the uoskinng and/or reskilling of therr work'cree, Lthereby
felping ta prepare the wor<ing age poputaticn for disrupuon (o
corrent jobs ard ways of wor<ing

Having first made a minority Investment n Fagthm through Pearson
Vertures, Pearson qu ckly identificd that Facthim's market-leading
datz, insights and Al capabrities could play 2n inportant role both in
Pearson's oigital strategy, anc in 15 contnued commiument 1c serve
tre lifelong iearning necds of peonle arounag the wor d, With
customers acress ie globe arc a great bus ness eh <, tne MDirectors
noted that Faethm's strong reputation would comrplement the high
standarcs witn wh ch Pearsar seeks 1o canduct ousiness Factbm
515 at t7e veny heart of Pearson's new Workforce Ski'ls divisior and
11s anayrics capability, combaned with Pearsomn's worle-class
end-lo-end legrning ard assessment producis, enables compenies of
all sizes to uraerstznd what sk lIs are reeded n ther workferee, gnd
how tnese s<lls can be nurturec ana developed. Thigis a further
build.rg block to power the next generation of Pearsen's ifelong
lcarming products, meeting the 1apidly changing needs of rocay's
workiorce and br dgirg the g'obal sk ls gap

Faethm was Pearsor's irs. major acquisiuion siice the
implemaertation of the Few dvis ozl structure, ano ar acquishon
tratis integra: to the growth of our Workorce Skills Deasion, Durirg
therr discussions, the 3vacd ensared that there were strang strategic
rationale, clear ncegrauan plans ana achievable synerg.es

Wher considening this acquisitior, the Board recervec detaled
updates frem managerment, prepaced by Tie irternal advisory team
twith key mput from the business 2nd external aovisers) seturg cul
the strategic rausrale, anuicipated synergies. due diligence findings
valuguion and retarn anslys's, staxekolder consideratons and
detaled past-acquisiion integrauen plans Very relevant in the
distuselens were also the possitiliiies ro use Faethr's data
capatiltes and sopristicated skills taxonomy Lo power fuiure
products to be develovec by Pearson Through the decision-mazking
process, the Boarc corsidered how the acguisition may accelerzte
tFe company's sirategy 2nd how the expertise acquired as a resull of
the zcquisition alows Pearson the opportunity 1o provide SUpLort [o
a range of stakeholders, all of whom can beneft from the enhanced
ability Lo adapt 1o a dynamic, ever-changing environmen: and the
poienual econoric opportunizies thar this brings, all while er suring
that e scquisiuon was financally visble ang woulc therefore
conunue to support key imternal and exiernal stakeholders As such,
the Board was mindful of the ability this acquisition wolld have to
promote su:stanable economuc growth and provide ar inclusive
approach in order (o sapport cach and every individual in their
search for work The Board considered the compary's key
stakeholders in the following ways'

Educaticnal institutions and educators

The Board roted the potenoai rale for Pearson as a matcnm a<er,
leveragmg our experience and posit on i the marke: o provice
educational options to employers that are looking o recruil, retain,
upskill and reskil their employee base Integraung Faeithm's salnion
mtG the Pearsan bus ness allows the company to foster @ myriad of
business relat’onships arc provices tre cpportusity Lo bring
together employers and Instirdtions.
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Employers

tmployars, ncludirg comparnes and governimerns, ofien struggle to
understand and -cact o the dyramic forces ihat shape the labou-
market As 3 husiness and an employer which has been affected my
both digiral advancements and, moare recently, COVID-18 disruptons,
Pearson is conscious o the conster: requirement to upskill and
reskill @ company's workforce As such, the Directors are avle to
leverage therr experences to understand the benefis of 6 soturon
Iike the cne offered by Faethm Stepping autside the snhere of
traditional’ euucation and ackrowledging the needs of a constantly
changing labous market, the Direclors recewven reports and debated
the impzct that Faethm could Fave an & comperny's workferee They:
acknowledged Lhe gap n training that many organisauons face in the
anity 1c retzin, upskll a2 resk I tneir employee pase and agreed
that the senvice provided by Fae nm would provide & long-term
soiuton or employers. fac Itating data-driven decisiors and help ng
them predict and navigate uture developments

Consumers

Ag 3 business with a strong direct 1o carsumer focus, Pearson puts
the consarmer at the neart of its strategic dec siors Facthm cf'ers a
sclution that allows the world's work‘orce to Lnlock its potental Witk
Is Al powered forecast engire and 2 granular skills ontalogy, Facthm
erables comopanies and governments Lo gair a deep understandirg
ot their warkfarce and o suppor: mdvid sas to upskill (and progress
N ther careers) or reskill (Doiting them towdrds an aliernaive
career pathway} In their review of the poroposed cocgusiion, the
Directors acknowtedged the fast-maving pace of working
ervironments, and considered that tne scquisiiion of Fzethm would
grve Fearson an importent bullding bloc< ta create the best
erd-tc-end skills apping ard learning solduor for carsurrers.

Employees

The Baard considered the employees of Faethm in tnoir
delioerauons, including how bes: io preserve the entrepreneurial
culture end drive that the Faethr leadership team had created The
Board al50 d scussed how best to rmirimise disruption doning
Integraton INto the wader Pearson culture. as well 5 ways 1o
incennvise 2nd support Facthm employces.

The Directors alsa considerec the impact the acau siion would hawve
an exisung Pezrson empioyees, especially those in the Worklorce
Skilis divisior, Arrangernernts were made for relevant employees to
e prowidec with an opoortun Ly Lo meet Faethm erployees, and
learn mare abous the Faethrr solution

Shareholders

In evaluatng the acquisiuion prospedt, tne Board corsidered the
algnment of the acquisiton wih Pearson's stretegy, the potential
financizl returns on nvestrent, and whether the commercaat terms
of the acquisinion were 1n the nterests of snareholders as whaole The
Directors agreed that niegraung Faethbm's taxonomy, ceta sc.ence
and corporate sales capabilives nto the company could play e key
rale in acceleratng Pearson’s sirategy. The Board agreed that Faethr
was g slrategic 1t for the corrpany with the potenual for broad
berefizs for the company and its merribers



Directors’ induction

The Directors recewc a sigmiicant bespose mauchion programme and 2 range of wiormauan anout Pearssn when they jo n the 3oard, Thes includes
backgroand informanon on Pearson arc detans of Board procecures, Directors' responsibilities and varous governarce-related issues, inclucing
procedures for dealing .n Pearson shares and thefr lega! obligar ons as Dircctors

! The induction also tvpically ncludes a series of meetings vatk members o the Baard, extereal legal advisers and brokers, the Pearson Exectiive
Managemert team and other sentor maragement Directors recerve presertations regarding the business from senior execctives and a briglirg or
\ Pearson's investor relat,ons programme The inductor framewaork s reviewed periocically oy the Nomination & Governance Commitiee

‘ Induction for Annette Thomas

\ As part of ine onboarding prograrrme for Annetta Thamras, whe was

appo nted as a Nor-Execotve Direcror e Octgper 2021, the company
prowdad & comprebersive and engaging mcuction over a senas of meetings,
beg nn ng befere Annette jomed the Board The programme puil on her
particular skillset, attibutes, and background in mems anc educaton, to
mLegrate her mio whe Board's acumues

“It was an educating.
engaging and insightful
experience that brought
me up to speed with every
aspect of the business and
the governance
requirements in advance
of joining the Board. Each
meeting was carefully
planned, and appropriate Annette Thomas
information was prepared
with the alm of supporting
my contribution as 2
Non-Executive Director.”

| In addition ra meeting our Charr, Chief Executive end Chief kinanc al Officer,

Annette met wiia each of the Pearson Execus ve Management members and
) key represemeuves of our forporate funcuons, These meetngs covered
year-to-date performance agzinst iiranoal olyectives. Strategic NItALVEE A
awide range of olner matters, some of which are presen.ed in Lhe table
helow

J—

Appuointed to the Beard
on 1 October 2621

| Following e vunizl prases of her inducnion, Anhette was ket 10 uncerstand
in greater detal all five business d visions. a5 well as our rluman Resources

| ard Direct to Corsumer functions Adamonal meetings were subseguently
arranged for Annette o leasn mare agoJt these funcoons, including an in-depth d scussion witn Lying Frank, Chief Mar<eting Officer and Co-Fres dent

| nfthe Drrect to Consumer funclion

Annette’s rduction programme also mcluded one-ro-orie meet.ngs with each of aer “ellow Non-ExecLive DIrectors and a comprenens ve oveniew of
| each o 1he Bogrds Commitiess, inclugding their objecives anc pnonnes The Nom ranon & Governance and Repatal o & Responsibinty Committees
contribuon 1o which she discussed wih their respective Chairs, were of particular impariance 1o Arnete

Annette met our external a.ditors and brokers and joired a meeting wirk the company’s legal advisers to discuss, 3mMong other 1opIcs, airecrars’ dutes,
| corporate governance ana exiernal reporing

A selection of r;ee_tagsp that Annette Thomas held with Tﬁezoﬁr;\&l;yszenior management

1 .
Attendees Key topics covered
| Business Assessment & President, Assessrert & Quaificauons Chimical 8 US Stucent Assessment
Divisions Qualifications Pearson VUE
i Finaroal metrics
Vrtual Fresident, virtual Learring Marxet anc currert positionng of Pearson
‘ Learning WalLe propositian
Key performance indicetors
1
Higher President, iHigher education Perfarmance measures & commere 2l KPls
Education Business model
S-year sirated ¢ overview
‘ Workforce Prestdent, Warkforce Skills Wor«force sirategy
SKilis Organisauonal structre
Key husiress meirics
, Englsr President, Enghsh Language Learn ng Finaraial projections
Language Orgenisational structLee
; Learnng Streleglc pror ues
Corporate Camgpany Company Secreany IncucticT planning
! Functions secretanal Depury Cornany Secretary Goverrance framewgs:

Exterral counsel UK plc reg glatomy Incucnen
' Fralcednse Board ard Commtee raiters

Haman SVE, Reward DE&I commirrenis and niuat ves
Resources WP, HRBP Higher Education erd Corparate FLncrons Gogls, measJres and chalter ges

SVP, HRBP vzl Learming Enghsh Languase Rerranerson prinopies

Lezrning ard Warkforee Skills
1vestor SWP Irvestor Relatons Sharehoider vipws
Relatons & Firznal Commumianons External perceplon of Bearson

Most requently askec guesuang from snaret olders

Legst & acung Chief Legal Officer Yeylegat nsks and recent malters
Sovernment Goverrmen relat ons key themes
Relanons Susia nab bty
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Board evaluation

The Board operates a three-yearly evaluation cycle which employs
a variety of methodologies to ensure the most effective resuilts.

Followng ar internally faci tareo revicw i 2019, ied by e Sermor
Independen: Direcior, and an excernaliy led "eview in 2020, the 2021
evaluat cn would normally have oeen a.iestionnaire based However
giver the aopamiment af a new Senior Independent Director in April
2027 mwas agreed thai v would be beneficzl lar 2 funther internally
‘zorared evaluat un to be undertaken i1 2021

Three-yearly evaluation cycle

Year _MEgd-ology o Last
undertaken

@ Questicnnare, walored 1o specfic needs 2018

of Tni bus ness

the Charr, Semar Indecerdent Director
and/or Compary Secretary as app-opr ate

In-depth evaluat on, externally 2020
faciitated

@ Internally facilitated interviews, to be led by 2021

Approach and methodology

The 2027 evaluaton was carr ed out by Tim Score, Serior
Independent Directer, tnragh 2 senies of one-to-cre conversanons
with eacn Directar,

Discussion aress included matters that are importan 1o Pearson in
particdlar, s well as those tems laid cown e the Code anc
sssocaled gudance, including:

— the effectiveness of the organisation and dynamics ¢ the Board,
ncluding composition, competentes, d versity, leagership,
agerdas. meeting cadence, cual iy of the information provided,
governance and deasion-making

— relationsnips between the Baard and senar leaders, and
oerween members of the Board self, including the remizs of and
interzclon amorg the ~espective Committees and witn the Board

— swccession planning and talert pipeline “or Executve Direclors
and other seruor leaders

— the compary’s purpose and the Board's monitoring af
organisational cultare, behaviodrs and employee sent ment

— artcuistion and implementaton of strategy

— undersiancing of risks facing the companry, inclucing probabil ty
and mtigaticn

— understancing of stakeholder views

— woversight of ESC ard sustainabmty marters, includ ng DE&

— concerns and areas Tor mprovernent

The mempers of the Pearsan Execative were 2lso irvited to provide
their views an these tooics by way of a quesiuonnare pror 1o ine
Drrectors’ indwvidual irterv ews. The findings from this exercise were
aralysed by an external advisony firm, Lintstoex, and shared, on an
Lnattribatable basis. w th the Senior Indeperdent Director in
advance of his corversations with Board members to allow for the
Cxecutive's opinitons ta be Laken Irlo accodnt during the orocess.
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Evaluation process

Tre format of the roview was agroed by the Norrinal on
& Governarce Corrmiltee

The scope of the review wes Nialised by tie Sermor
v dependen; Director weh sipporg from the Compeny
Secretary.,

of a guestionnare

Tre Senior Independent Directer nterviewed
each of the Drecors on a con‘idennal and urattnbuiable
basis,

The outnJdt of the evaluation wes caplured in a report 1o ike
Board in Decemoer 2027 wth the Boara then discuss ng the
noINLs raised Dy Le revew

v
v
WP Feccack from the Pearsor Execute wes gatherid oy way
v
v
v

Progress on the findings of the evaluation will e monitored
oy the Nomination & Gavermance Committee throughout
2022

The Norurat'on & Governance Committee reviewes the indings
from (ve evaiualomw.th the full 3oard at Ls meetirg 1n Decemoer

2027 The Commttee will cevelop an act.or plan o address arcas “or
impravement anc will monitor progress daring the year.

Inreporiing back o ke Baard, the Senior Ircependent D rector
reported that conversations with Board memrbers were positive, with
snenmous agreement that the Board operates ef"ecuvely.

Key findings included:

— Al Board members are fully ergaged, providing the right balance
of challenge and support Lo the Execative. There 1s a gk level of
rewamed sirategic end operatonal krowledge. The Board
members as a group are collaboratve and respectiul, witn
contrinutions made n & corsiruetve bat mformal tone

— Board mermbers nave relevartt skills and experience albeit the
Board recogrised the iImportarce of paying partcular aitention to
its palarce of skills and expenence In I'ght of departures during
2027 Thedennty o the rew Chair was viewed as Imiportant in
considering the appropriate mix of s<ills arc cxperience on the
Board.

— The frequency and length of meeungs and struciure of agendas
are considered appropriate Continued refinement of the
dashiboard and milestore report has {acillated appropriately
dizaplinec discussion by focusing on the mast IMporTant 155.1€s.

— Tne Board appreciates the jevel of expos.Jre it recewves 1o layers
of managerment Below the senior leadership team, whicn zss sts
the Boaro's urderstanding of the Lalent oipeline.

— Compdny secretarial support to the Board was considered to be
of an excellent standard

There was ungnimous agreement that the Charr lecds the Beard in
an effecuve marner, fulfiling Ponciple F of the Code The Direclors
agreed that he demonstrates otjective judgement, promotes a
culture of openness and depate, end faclitates constructive Board
relations and the effective contribution of all Non-Executive Directors
Thig in turr suppots Non-Executive Directors in fulfiling the

requ rements of Principle 4 of the Code 1n provicing constructive
challenge, strategic puidance, oflering specialist advice and haiding
Mznagemaeit [o accodnt



The mae aress dentfied by the Boerd for paruculer focus danng
2022 were

Connnued focus on srategic execunan in eacn of Pearson's five
divisions, clucing clarity on how the divisions wark togetker and
continued ontimisation of the more-estanlished businesses
Conunued discuss ons or gortfolic, nvesiment prigrinsas on,
caprzal allocation are other corporate finance fratters n sJpoort
o delivery 0" the sirategy

Involement in the selection of KPIs, weth the Soard hawng
wisibilty, of suoporung data 1o allow evalaatiar of relevant metrks
Conunued sharmg of cusiomer insights witn e Soard e 2id
undersranamg of 1he auaty of product. content and servces
Ongoirg focus on succession planming ana talent manzgement,
batk at seniar levels and rmore broadly to ensure Pearson has the

micluding poth frandal and stratesd objettves as well 35 goals inked
o culiure, talens, brarg, dgral 2romth and transiormaticr. Progress
zaamnst each of these melncs 15 reviewed by 1he Board on & regalar
0asis. 25 part of & dashboard of KPS,

The Crat lcads a formal ndividual evaluation o each Nen-Exccutive
Director every olner year and encourages open cnannels of
communicatior between Directors end the Char on an gngoing
Basis. Ir the Board's opinion. these ongoimg lines of communtcaton,
combired with @ Group-wce culture which allows and encourages
feedback st any time, provide the most effecuve means for
evalualian 11 assessing The contr.bution of each Non-Executive
Director, the Chair bas confirmed that each cartnaes to make a
sigrificant con-iounon Lo the business and deliberat ans of the
Board The Non-txecutive Direcfors, fed by the Seriar Independent
Director, 2ls0 cendact an annual review af the Chair's performance,

right skiliser Lo execute the sirategy

— Refiremrert of long-range plannng in ignt of tne new sirategy

and business siracture

— Ensire work tg vefrech the rsk management framewack
canunues, particulark gven tne (ncreasing Mmpoance of
nlarmration secunty, data management and privacy, and cybar

risks

— Conunue to evolve ways o momionng the cultere and behawc e
througnout The organisation, as well 3s Duerspeng he
IMPIEMENELCH Of PEErSen'S New PLIpRoSe, TISSION, ¥ 310n and

values

In zddinen 1o the arnival evaluzuar exergse the Char megrs

with 1he Senior Incependent Drrector providing feedback from thts
review to e Char

Cammittee evaluation

Al Commriiees urgenake an annual evatuauon process 1o review
ther perforrance and cfectveness, For 2021, the Cormmitiee
evalualion Process CoMmpnses Two eerments

— feedback rela: ng to Commiitees was sought from Directors as
part of the w der Board evaluanion fed by the Semor Independert
Director

— othet key coner butors 10 the Comnrttees weee nvred 0 pravide
their views by way of questionnaires tatored (o tne specfiic remit
of each Cammritice

regularly with the von-Cxecutive Directors and These $essicns

include rec procal feedback on the functorng of the Board

individual evatuation

In addinon to the evai.ztion of the Board &5 a whole, Execauve
Directors zre evaluetes each year on their overcli performarce
agairst goals agreec by the Board, and nrespect of strategic
measures urcer the company’s annual incertive olan. Tese goals
ard ob ectves are inked to ine key metr cs ‘or Lhe company,

Progress on findings of 2020 evaluation
Anumper of 2ciions were ke Junng te year in resporse 1o indings rorm the externally facir
The Boerd has confirmed that these iterns wore a2dfssea 1o 11s seusfacuon, with recorrmendanons Naving been pIine pramice or g clear acuom

plan genufies for each

Finding / Focus area

Support the Cre’ Executive n delivery of new
WMSIOF AN sirategy, Mchuding evolving ano
monrering colture and refresking fsk aralys s

Focus on balance batween strategic
£6Ms derauons ang periorTance Toritonrg,
nclucing

— quaity of informator recewea by Bgard
— onporiunr es for nebate end decisinn-ma<ing
— KPls and marke: nsignts

Contnue To sunpaort ESG and sustamabl y
agercas, ncudirg OL&!

Confinue ta enhance virtual irtefactiars netween
the Board, Comrmmilles anc executive
management Faclitale vriua engagement wilh
the wider workforce as well as atner stakenclders
where approoriate

The findings from this process were considered by eack Corrmirtee
ai s December 2021 meeung Tie (ommitees were consdered by
Directors (o be working well although it was felt that, given the
evoldng strategic prorites and the changing rsk landscape, a review
ol the rem:ts of the Comrmittees shouid be carried gut to ersare all
key areas gre being covered and there 1» N0 duplication. The Boarc
3lsc roted that al) Commitlees have recently Nao ar are lkely (o have
Chair t-ans tons in the near or redium term Read more 1IN the
Commiiee reports on the pages that foliow

e 2020 Board evalL shion process, a5 set DUT Delow

Response/action taken

The Boaro worked closely with the Crief Execative and management 10 sLpport developrer:
3Ng N nouchion of the new strategy The Board values s Tiose mvDWEerment M tne recent
refresh of Pearson's purpose, wsion. mission and values, for laundhin 7622 Tre ongo ng
refrest of Pearsan's v sk frarnework has been vawable and positive so far, akhougn work will
continue wito 2022

This was a particuler area of focus for the Ch ef Executve supporied oy the Company
Secretary and exsllinve leam. Bosrd giscussions cuning the year were seer as oper and
engag ng with proposais and ideas bewr g broughr 1o the Board at the approonate tme e r
developmert. Boao matenals are v ewed as Imely ans connise wiin ne mpravement in thig
ares mLen aporecated by the Board

Tne Board recagn ses e wnereasing impariance oF 506G, ssta nab iy anc Ob& dare e
nrogress bemng mzde by Pearsor nithese areas ards corfdentthal suff Cent ume s beng,
and w l carneae 1o be, devotea to thenr gt Bouard meetings Read more an page B4

In 2521, the Boaro and campany cortinted 1o ava | itself of Tne opcortun tes presented by
remgate warking ang wtual meenngs Tre agility affarded by wirtual meetings Zliowed ot only
for the Board ro rortr e o operare effect vely 1roughaus ongoing pandeic resiricuans, but
aisz for Teengs to be convened ar rearranged at short notice wore necessar ) to cansiger
tire-sens ve matters, as well as being ar enabler of other interacticns with staxehslders,
incucing kmployee Engagement Metwork meet ngs, the Pearson Partner Forum and &
pre-AGN sharerolder evert Reec more on stakenoicer ergagemert or nage 86, Ir soite o°
Tre benefits of wirtual irteractiors, the Soard 1s keer 1o spera mare t me (ogether Ir person
35 500N 25 CrIUTSIENCEs permil
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Nomination & Governance Committee Report

Sidney Taurel

Committee Chair

Committee responsibilities include:

Appointments
{dent Ying and nomiNanng candidates for Board vacancies

Balance

Ersunng that the Board and 1:s Commitess have (e
appronriste balznce of skills, experience, ndependence,
aversity and knowa0Uge 1o operate effecuvely

Succession

Aeviewing the corpany’s leadersh meeds with 3 vew o
ensuirg the coryruec ability of the argamisanen o compe’e
1n e marketplace

Governance

Revieweing and averzeeing Pearsen's corporate governar<e
framesvork, inclumng culiure and employee engagemenr,
Board evaluztion and training plans end the Board Dversty
Fob gy

Terms of reference

The Committee has wr tten terms of refererce which clearly ser out
its authonty and dutes These are reviewed annually and car oe
*oLnd on e Governance section of aur website (pearsonplc.comy

Committee members and attendance

Attendance by Directors a: scheduled Nomination & Governance
Commitee meetrgs throughaus 2021

goinﬁnitteé members MEeting; gtgepdgcilr 7
Dame Elizabeth Coriey’ 472,
Sherry Coutu 472
Dame Vivienne Cox- 242
Tim Score 414
Sidrey Taurel 414
Annette Thomazs? 11

1 Dams Elzzberh resigres o the Bosrd ara the Commrmiee on 37 Decerber 2021
2 Dare visienne refireg teom oac Board aroabe Commurse on 30 ap| 2621

3 Ms Thomes was aoponied o 1n€ Comrmitee on 1 Ocisper 2027
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Role and composition of the Committee

The Comm ltee monitors the compesitior and balance ¢ tre Board
and af s Committees. identifying and recommencing 1o the Buard
the appoirtment of new Directors and/ar Committee merrbers The
Commiiee has oversight of the company's compliance wiin, gnd
aoproach ro, all apploable reg.lanon anc guidance reated o
corporate governarce matters. The Comm tiee also oversees talent
ad suceession nlans for schior roes

The Comm ttee cureently has four rembers inclading me as Chair,
with Annette Thorras having joined (ne Committee following her
anpaintment to the Board in C:rober 2027, Dur'ng 20271, we saic
goodbye to two Commr.iiee mempers 3s they stepped dowr from
the 3oart - Uame Vivenne Cux, who was my predecessar as Chzir of
the Commuttes Lnt! ner recrement in Apnl 2027, and Dame Zizabeth
Corley - zna | a'fer my tharks to botr for their substantai
canrbutons to tne Commttec’s work

The Chef Fxecdtive and other senior management, mduding the
Cheef Human Resources Officer, auerd Cermittes Teeungs by
invaian Al Commities hembers temonsirated a sirong
auendance record duning the year (see left) Ir addition 1o the four
scheduled meerings hed during 2021, the Commitree also met as
necessary w corsder the Chair successior orocess You can read
mare about the Charr sLccession process on pege 35

As Committee Charr, | am available to engage with any shareholgers
who have questions or comments about the work of the Commitiee
and was pleased Lo join our virtdal engegement evert witn
sharenolders shead of ne 2021 AGM

Board succession planning, skills and expertise

A key etement of the Committee's -emit s to lead the process for
Bzard apportrnents in ine with aoorepridie success on plars, The
company has contingency plans in piace for the temporary ahsence
of the Ch of Fxecutve for healtk or otner reasons. The marter of
Chief Executive successior :s a regular ite for discussion and review
by tre Board an an annual basis. Succession planring for the Board
35 2 whaie s considered at lezst annually Dy the “Ull Board and on an
angoirg basis by the Committee 'n 2021, the Board ciscussed at
cack meenng the evalving nature of the skills and charactenstics
requ red of new Non-Executive Directors. The Charr and Senior
Indeperdent Director also discussed COMMITICE saccession planning
on a regular basis,

Tne Committee has defined a set of specific cnteria lor polential new
Naor-Execative Drrectors, In particular gvng consioeration 1o rhe
skills, experience and krowledge required in any candidates. Pearsor
expecrs all Non-Lxecutive Directors to demonstrate the highest level
of integrity and credibility, iIndependence of 'udgement, maturty,
collegialny and the commitrnent to devote the neressary tire 1o the
cormpary's business.

As parl af ILs regular success.on plarmng activity, all Board mermbers
are asked periodiczly in complete a seif-assessmens of the s«ills and
experience which they bel eve they eack bring 1o the Boaro, The
assessment focuses on those categories of s«ills ard experience
which are relevant to Pearson's strategy, business moder ard
particular orgarisat-onal characieristics. When rmapped against
expected retirermnent dates, the zssessment helps the Commiliee to
identfy the areas woere it may neec 1o focus any future search
activity. The results of the most recent assessment (shown poposite)
demonstratc that Pegrson has a strong spreac of skills across all
aeas idertifieq as being of paruculzr importance.



Skills matrix

Tr s matrix reprosents te pumber of Directors with core a- suoplomental capauiity In areas that are reievant to Pearsan's sirategy, business modat
and organisaronal charactenslics A core capabiny = one of the strorgest areas of a Director's skl and expertise, where trey bring consideracte vale
10 Board thsLuss ons . A supplemental capabiny 1s an area where the Direcior 1s competert or has expenence, Dut s not one of the primary skills or

attriputes that they bong Lo the Pearson Board.

Category

1 Accourung and inance & Ecicetion and public

2 Data and cyber securiy secor
goverrance 7 Giopal markets

3 Mhgral anc technology 8. Peoplergeneraialent
DisrLptian management foces, ncludthng warkforce
including Talent edriing

[t]

Palicy and gavernment
relations

leadersmp throwgh
cnange, Markeurg and
data nsights, wa 10, Prior CFO experience,
pusmess mode's end pertcutarty of
Innovaon multinanonal bLsinesses
- Al r W a
& Directio consumer 11 Remuneration
business madels 3 el q oot
) ale and complexit;
including consumer cale and complexity
brand and markering) 13, Sustamaihn/ESG
4

UK pis governance

@ Core capahility @ Supplemental capability

IMdge rernoves

Board search processes and appointments

The Commutlee has been very aciive over (e pasl year 1N relalion
1o Board search acivitly, concuching severa! search nroresses
resclurg 17 the agpoinitent of two new Non-Executive Mirectors,
Annetie Thames and Estner Lee, and setecton of a new Crarr, Qs
Kordestar Wine these processes weee it condurted separately,
with spenfic canticate prohles n rind and uuhsimg twe different
search § TS, L WaS 1IMDefalive for the Comminies 10 ensue tnere
Was 2PPropiane alghment auross the i ee searcnes such that the
preadin of desired skills, experuse ant backg ounds were suably
covered by e appo nied candidetos As nofes above, you Lan vean
mare zbout the Char sulcess on process on page 95

Before commercng the searches, the Commeiee [Gok nio account
the changes to tae overall skills and expertise or the Board resulng
‘rom recert gnd an. cpated retrements of other Nor-Executive
Direclars ard mappec this against the key areas of sirategc
Importarce to tre busingss, to ensure aur Beard would be opurrally
staffed to delver on the new strategy.

The Cormittge agraed that @ was parucularly keer 1o wen:fy

candidares s0ross the two hor-Execytve Dirgctar searches wno

woLie bring 8 combiraunn o skills enc expertse in the fallowirg

areas

— global or mulinat ona! execJuve expenence, preferably ncucing
experience of the US merket

~ leading complex companies (mrough d g tai ransfarmsticns

— dig1al andsor date anaiylcs

— DIreCl 10 Lo SIMEr erpenenie

Takirg 1ma accourt the agreed person specfication, the Commrittes

engagec external search firms 1o ndera<e two Searcn processes.

ling with The oojectives of tne Board's Dwerstty Pol oy, the Commities

asked 17e ‘I io ensure that the fisis of candidates ref'ected

diversity of gender snd etnmicity as wel! as d vers Iy nats

broadest sense

As Chawr, lworked ciosely wih the sezren firms to gevelap the
Cend date hsts, wath the Commuttee then consuder ng e candidate
prafiles ir detad, 1nclucing thewr currert commitments, s<lis,
motvations and prevous expenience | et weh all shiorthsted
wznd dates and provided ry feedback 1o the Comrntiee, (ollowirg
which the preierred cancicates men mer with rhe remaming
rmembers o’ the Board The seerch processes culmingted in the
anpornirments of Arnette Thomas and Esther Lee as hon-Execilive
Directors wirt effect frorr 1 October 2021 anc © February 2022
respect vely

Pearson was £55 sied In the search processes which resaiied in - ne
aoportrmests of Anrette and Bsther Dy Bussell Reynolds Assonates
ane Spencer Swuart respacuvely. hener firm has any connecuon
Wwith Pearson of members of the 3oard beyono s expervse in bozrd
ane executive sea'th Both firms are signatories 1o tne voluntary
Coce of Conduct for Execiiive Searcn Firms

Executive succession planning

Succession planning ‘ar key positons &1 Sxecuive managemen level
i primanly cverseen by the full Bogrg with support orovidec by the
Committee n respect of paracular ninatves The Execulve 183 nas
iy rale 10 £l 0 gur siralegic Glannag oracess, tre Qngaing
develapment of oor talent opel ne and m fostering the culture ard
values requiven to cootr e to deliver on our streregy Ir Decerrber
2027, the Boare held & discussior o talert, Inclucing a success.on
plarmirg sessior focased or the exec.aive pipeline Torm woick the
future leaZers of Pearson were hkely to emerge, bott at Pearson
Executive Managemen: ievel and for ather key roies, A d verse
prpelire of Teady now' and ready later emerg ng talent ~as beer
iderufeq, ard plans are Ir place 12 acceterate tharr oevelogpmen: ang
path 1 succession where possible These meas.dres ncluce mvling
ngwiduals o paracipate 1 Board ard Comrmitiee mestirgs,

mentor ng oy Nor-Cxeculive Difectars, anc encoLraging arc

erabl ng indmduals 1o 1842 0 exTernal non-execurie roles 1n arder
10 Increase (e exposure [0 new arezs of bus ness The combany
alsc Fas tzrgeted developTent programmes for mign-potential Zalem
and mentarshi programTes for diverse leaders. as wel as
deveiopment orogrammes for jupior arc ruddle manzgement

]

|
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Nomination & Governance Committee Report continued

Other areas of focus during 2021

The Camm:tiee oversees the companys comphance with the LK
Corporate Governance Code ane rece ves a s1alds tracker &t each
reCTing 1o enagle It 1o consider the apprepriateness snd matarity oF
VanoLs Clements of our guvernarce framework and 10 moritor a0y
areas of non- or guaifies compliance _earn more 2oou Pearson's
complance with the Coze on pepe 75

Other areas of focus for the Commitiee dunrg e gear ncluced
oversight of investor governance ard voting pel.aes and b oscler
gowernanLe tMought leadersnup, an annual rewew of 1Ne Boao
Diversity Policy ane ts accampanyng chiecives, review of proposad
charges 12 Pearson's Articies of Avsougnor, whsn wore
sunsequently approved oy sha-enoders at the 20201 AGRY
consiactaton of the Boards cwn ongong programime of learr irg,
and gevelopmeni, and the anriud' review Hf the cormbuncr o ean
Dirertor ro the Beard. The Comitiee dlso receied nernodic updaies
frem the Chief Human Rescurces Cff cer ano members of the HR
wearin respect of glvers:dty and Blent imuat ves asross the business

Committee evaluation

The Comrrittee undertakes ar anruzl ovaluaton process Lo review
its performance anc effeciveress. For 2021, feednack relaung ic the
Committee was soagnt from Directors as part of the wicer Boare
evalustion ed oy the Senior Inceoendent Dreriar To0ICS Coveres
ncluded the efeciiveness and dynamics of the Conmittes, guersighs
of key areas wihin the Committec’s cemiz e Quailty o pioers and
mieeting discussiors, ard the ~e anonsips netweer: the Commimes
and managarment

The Committee corsigerea the moirgs o 171s arocess at g
Dezember 2027 meetng, includ ng:
— The Committee 1 consideres to be workng well with appropriate

aperdas, papers pcouced 1o a good standard ane high-cualty
dsCussinns,

— Gen the evolung strategc prior ties and the charging rise
landscape, including around 256G and culture, 1t was felt that &
revievs of the rermits of ah Boarg Cammittees should be camea
out 1o ensure al' key areas a-e beirg covered approgately and
there s no unnecessary duphcatorn: As wel’ as considenng irs
awn rermitin Lght of this recommernidaton, the Committee will
slso ead arthis cverall roview process or behall of the Board
GUnINg L1E COMIng vear.

Tnerewere no particular matersidenufiea danrg tie 2020
evaluation process that reguired attennion dunng the year

Directors’ training

The Committee s responsible for averseeng the Board's traimirg and
induction plars in 2027, we reviewed and considered the proposed
Boa-d traning programme for the next 18 ronths and approves the
incaction plan for newly appointed Nor-Executve Director, Anrette
Thornas

T-aining under:aken ay the Board in 2021 ncluded:

— The Board's responsibilty ‘or avers gh- of Pearson's etnics ard
compliance Drogrammes

— An overview of tne evelving "egulatary landscane re'atng to
custamabiity disciosures, including the recommendations of the
Task Force on Chimate-related Finanaial Disclosures

— Refresher traming on the UK Marke: Anuse Regulation and inside
nformat.on regime.,

94 | Pearson plc | Annual report and accounts 2027

Ineadivon 1o the spechic traming secsizns 1 the yea sl Dire
recewve raming Ir me form of preseriglions anod: the compary’s
uperatons and. where possible, through Board meetgs nela a:
opersloral focatians, ang by waiurg ccal f3ites sna mansgerient.
Whine physical visits (0 somge locatons remaned challengig duling
the vear we sought 16 offer the Drreciors the same level of
TReracton, 1o e extent possible, throngh digna means. Tne
Campeny Secretary 171 LaN)Jncion wih Pearson's agvisers, monieys
legal ard gover nance geveloprments ard updates the Board on saon
matters as agreed with the Chair Do Drectors can asc mawe Jse of
exierng) (ouTses

Ao ougT Indurtior plan was preparec o Arinette Thamias ahean
ol ner apopoirtment toche Board in Gcioper 2027 You can read
more about this or page §9

Committee aims for 2022

The priorcy for the Cormittee ' 2022 wil beto ersure smaotn
Chair trarsinons at Soard ard Committee .evel and the successful
orboa aing and integratior of new Jrectors The past year Has
rerares the Cormmittes to be parncularky focesed on Board seascn
2ty and, ir 2027, wew i pavct our attentions towards other
elements of the Comm tiee’s Tomit Sing CoTISITe SHG L0 &1 eas I
which there he srope 1o g0 above ang beyond Pearson’s curren:
SOVErNANCe ErTENgEmMents IN CoNtnLIPg 10 ensLre a world-class
corporate governarce famework Attent on vl also be grver 1o
ersJring cur good progress or Bos d dive sity extends to the
comoositen of the Commetees. We wll welcame the ins ghts of Al
Bebo, our recontty, appanted Chel Humar Resgurces Oficer, as we
conunue o distuss diversity, talent end cultere more b oacly, and we
wi” DegIr preparalary work towands the next exlernaily ‘acillsied
Board evauation o ocess dae totake slate n 2023

Sidney Taurel
Chair of Nomination & Governance Committee



Chair succession

Image removed

Ire April 2027, Pearson anr ounced 1al S.dniey Taurel nad nformead
the Board of his imenuon ta revre as Chair and that trie Iworrenauor
& Gowvernance Cornritiee would commence 3 process Todenuy b s
SLLTESSOT, Jec by the Semor ingependent Director, Tim 5cofe
Graeme Pitkethly was co-opred onwo the Comm tee for this process
slongsite Mi Store ang exsirg membe's Dame Bl 2avert Corley
ard Sherry Coutu Sidney Taurel recused himself from tne
Commritien’s BIstusyons oN Ths mater

Folluwing & compe: tive process, Russell Roynoids Assadates (RRA)
was selected by (ne Cormmittee 1n June 2027 1o supporTthe Charr
SuLO0SSION acluity P addition ta this mardate, RRA s perodically
engzgec by Pearsar 1N respect of broader 3oard are Executive
search aclivity The firm has no other conrectior wiin Pearson or any
members of the Board,

RREA met with each member of the Board ind siduaily 1o seek theyr
wipus mio the profife of the desred candicare and to refe the i
spec ficauon, foilowing which a long st of canthdates was drawr up
The Oirectors agreed that ihe key atinbuies they were seeking
preposed canddates incluced

ols and ar
herert i Pearson’s

— & deen understandug of wsripie buuness me
anorec atan of ie chalenges snd opnortin e

ConT LN Trars arnane

— sirorg straiegic of ertalion end g par ular 2 firigy weth digea,
consJmer-gnierted ard bra~zed businesses

— agicba cutloox, deallvwith exper erce in the US

— 1melleci el cunos Ty arg a sireng oehsf ir e trar=formanve powe’ Gf
Helang learring

— ablit "o represert Pearsor o the inwestor tomimurity, and “o1esd
aro get the cestoul of the Board

— ab o, "2 oule an effect ve end trusTul workirg relat arship witn re
maragemertleam

The Commurtee recogn sec that it mignt be necessary LG weigh up
the prioniy of partcalar stirengths ir dig tal dis™opr on aNc consurmie”
gApenence N Pearson's mar Markels Next 1 spaditc FTSE chair
expenence The Comm ttee glso made clecr to RRA that diversity,
ncluding of gerder and ethn ATy, was 871 IMDCriant considerator in
the cend date searcr orocess

From the long st that RRA ceveloped, the Comm ties considered
sopreximarely 60 candidares over the caurse of the process As this
progressed, the Lommitiee prionivsed a shorthst of sicirgwiduals,

1N ladng two wormen and thres ndracuals of colowr esch o 1he
shortlisted canaigetes met with Tim Score and Andy Brrd during
Auglst and Seplemiber, as well as wth a nurrber of ather Board
members This roune of one-te-one meetings alinwed the Comrretree
1o furtner sharpen s focus onto a smaller grouo of candidates, who
ther met with the other members of 11e Board in the Auturn

A5 3 result o the compreborsve interview pracess. the Commee
dertfed Ormid Kordestan: as iis vreferred candidste Jor the role of
Chaw of ing Board Onee apprapnate chiecks and referencng nad
been completad, the Cemmittee was sble to inalise 115
recommerdattor: In do ng so, the Comrmittes was cognisant of the
trade-offs and balance to pe strucs between cifferent candidate
profiles anet concludec that the onumal Board leadership structure
would comunse a strategy -fucuscd Cher working clongside a Deputy
Chair with strong UK listed comga, governance expertise. The
Commutes, 11 corsuliagionwii RRA, idenvied Pearson's Senior
Indepercent Directar, Tim Score, as the best caroidate forthe
propesed role of Deputy Char

Foliowing a for-ral recornmendauor fror the Commtiee m
Decernise 2001, the Boerd approved both the appomtment of O
Kortestam as 2 Non-Executive Drector and Cnar Designate witk
effect fror 1 March 2022 and e apoontment of Tim Sore as
Deputy Cnar Des gnate 10s ntended thal Orid znd Tim wil
commerce iher respective mew roles Lpon condusion of the AGH
on 29 Apnt 2022

The Board is pleased Lo weicome Cmid, who onngs a wealth of
expenience in lezding and saQv sing some af the world's best-known
consumer technology brands, His expertise will help to further
Pearson’s aThitor Lo accelerate 1s digial lfelong iearning strazegy

Ornigd et ine Code’s INCepERGENCE TequIremeris O apoor et
I accordat e with Pearson's externa! appo rirent policy, a confics
of INterast anc ComMutMents TEVIgW 'Was Carmac O prior g
apportnent and e Board was satisfiec that Omds external
INterests wikid Not Ceate any con’icts with his role a1 Pearson and,
further that he woulc be able 10 cevore the necesseny tme anc
atenton to Pearson business

Signey Teurel g d not take part ir the search and seleclior process
save that he partopates, ‘Irstly, nthe natal ndwidua scoping
sessions wth RRA and, sccondly, 1n tne “ingl cecision ta eppont
Ormid and Tim, wizn These resolut ons beirg pessed unan mousiy by
the Boara "im Scorc recused h mself fror Commitiec discussiors
relat ng 10 h's own nomination as Deputy {nair ane did not

partic patc I the Board's vote relatiog 1o h s own apoomrmer::

G, behalf of ine Roard ana Pearson colleagoes, the Comemmee
would Lke 10 tnank Sdrey for b leagersnio, dil gence and unfaing
suppart of the carmpany denng his tme a5 Chair of the Board Ourng
his tenue, Sudney has steareg Pearsan throughk a penad of
disraprion wh le the carpany undertaok a subsiantal
transformation and he leaves Pearsan wath 4 Board and
managemert Tear nat are well-pasiugred for the next phase o
Erowri We wil Piss Sicneys wise anc expenented coLnsel and wisk
fim and his femity all the very best, for the furLre
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Nomination & Governance Committee Report continued

Diversity across Pearson

We accelerated our DE&: efforts 1m 2021, conunumg to baild an
Inclusive workplace colture and a more equirable conipany n
October 2020, the Board approved 50 imhiauves for implemertaton
over & % 2-month nenod for which progress has beer made Tnis pian
was futher defined oy the creauon of o DF &l strateg, in March 2027
focused on four organ sirg themes: Recritment/Promotion,
Rerention, Incuswe CLltere anc Social Impact, This fve-yeas Acion
Plan rontains a framewory of godls and 1Nt auves o further
Lnderscore areas of Imuraverment as we continue the path o
INCrease represental on across the enterphise while buildirg
equitable learmirg soluuons

Pearson's Code of Conoudt inrelaton te ethical uracices tzkes
account of gender, age, ethnicity, disaniity and sexcal or entation,
ard apples to ali employee levels inclunmg the Fearson Execulive
Managemert [PEM) team [t s underninnec by a giobal statemenr on
DE&', atorg with couniry and ousiress-speciic policies Siancards
are set consistertly worlewide - norhinternally arc cxterrally - as
part of aLr endegvour to make Pearson a grest place to work

Tne Global DE&I Counal oversees progress on our DE&I agenda. This
group includes this PEM tea, engages husiness leaders and
members representrg employee resource groups. and 1s chaired by
Chiel Executwe Officer, Andy Bird, and the Crue? Diversity Oftrcer, Dr
Flo Starks For mare mformation on ous approach (¢ DE&|, see

page £0.

Board diversity

We beweve that Board owversity makes us a better business,
contribusng ta high performarce, enhanced commercial resuirs, and
alegdership culture that 1s Inclusive. Research irdicates nign-
performing boards provide ar increased competlve advaniage
Further, global trends corunJe o reflect the needs for grester
inclusior,

We are delermined t=at, as a Board, we Tust be representative of
our employvee base and wider sacicty, including the courtries in
which we ocerate, The Boarc embraces the UK Corporate
Governance Code's underhng orinc pes witn regard to Board
balance and dreersity, irclud ng i respect o etknicity, gender and
age The objectives set out in 10e Board's Diversity Policy anc our
progress owards Tese are shown in the table ¢n he opposre page

The Nomination & Goverrance Commitiee ensures that tre
Directars of Pearson demonstrate 3 proad balance of skills,
backgroand and expernierce, 1o support our strategic development
and re'lect the global nature of aur business It requires

sppo nimerts 1o be made on merit and relevant experience, wrile
taking into accourt the broadest delinition of diversity, In the recen:
Non-kxecutve Director search processes, the Cormittee
encouraged the retained search firms ta place an emphasis on
putarg forward candidates who wauid ennance the overall diversity
o the Boaro

The Committee has reacopted the following objectives, which
support the Board Diversity & Inclusion Polcy, which contnues (o
SUPROIT Pearsan's commimitments Lo creating @ more eauitable and
inclusve company

— =zt least 40% femzle Direciors (previous target: 33%)
— etleast wo Directars of colodr {previous target one)

As at 31 Decernber 2021 the Boart was 50% fernate (2020 45%),
exceeding the recommendation o at least 33% female
representation suggested by tne Hampion-Alexander Review, as wefl
as [ne recently released FTSE Worren Leaders Review which has a
terget of 40% women's represenzation by tne end of 2025. The FTSE
Wormen Leaders Review also recommends that Boards should have
sl least gne women in the Chair, Serior Independent Directar, Chief
Executive or Chief Fnancial Off cer role by 2025 - a targel we have
already achicved
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Ve zlso sausfied, aheac of the 2021 target date, the
recammendanor in te Parker Rewow that at least one Director
skould be from ar etric minosnity bac<ground.

Diversity was one of tae topics the Board conaidered in the Board
evaluation pracess conducted in 20217, both in respect of its awr
composition ard ir terms of the carpany's approack. The resalis
and feedback provided hy the evaluanon ind cated that the Directors
believe the Board's dversty 1s, as a whole, good In & wider context,
the Boaro recogised ihe increasing imoortznce nf DERI and
acknowledged the current orogress being maoe. It noteo that
sufficient ume was, and would continue to be, devoted o discussirg
DE&I at future Board meetings 11 addimion, the Comrtee has
discusses advanoing tne object ves set out in the Boarc Diversity &
Inclusion Palicy, 1o increase ke racial and ethnic represetar on on
the Board

Diversity and talent at Executive level

Three of our Executive tram of cight, excluding the Chuef Execurve
and Chief Finaroal Officer who are counted in the Boarc's metric, are
warmen {37 580ws 303 1r 2020} Including the Chief Executive and
Chief Financal Officer, this rises to £0% women (foLr wormen out of
"0 members) (2020 33%). As of 31 December 2021, the senor
managemert team (as specfied by the UK Corporate Governance
Coce),. e Lhe Pearson Executive Management 1eam anc Lheir direct
reports, Including the Compary Secrelary, conlained 4£ womer,
representing 43% of thar group 7020, 36%)

To build & poelne of diverse indmduals i leadership and serior
menagement positions, we run severa accelerated iearning and
rareer cevelopmen: programmes Supported by the Global DE&I
Councl, and with a parucular focus or etniaty and gercer, the
schemes Fave been designed to assess how sponscrsh p and
senior-level advocacy ir the workpiace can produce career dradends
for protéges anc therr soonsors. Tne Board and Comrittee care‘ully
monitar plens in this respect arc the ouicomes achieved

The Committee receved updates on wa internal mentoring schemes
that i sLpports The first pairs 2 bigh-potential leader (typically at SYP
level} vath @ Directo” “ne second involves members of the PEM team
sponsoring a smail group of ndmduats at managemert level,
dentfied through own talent arc learning review process &= potential
sJccessars of senlor managemert The Committee agreed that e
prograrimes, which have beer under way for some years, shoule
continuer 2027 with a further cohort of participants. We are
currently -eviewing coportunities 1o strergthen our Board
sponsorship and mentoning schemes, and m future they will focus on
creaurg mentoring partnerships based on skill developrment needs
Our goal is that 50% of both tne Board mentoring and PEM
sponsorship conorts should pe from a diverse backgroand,
specfically look ng al gender, rzcal anc ethnic divers.ty.

Image rernovec




Board diversity objectives

During the year, the Commitiee received 2 detlaled progress update or the company's DE&I sirateg ¢ aporcach, framework, goveriance and
megsurement models, and prionty areas As part af this, the Commirtee reviewec ang updated the obiectives which underpin the Board Dersiy
Policy Tne current objectives, and Pearson's performance against ther, are set out below

Key
@ Targetacheved
€ Torgetrotmet

Objectives . } }
We wll strive to achieve and mantair a Board composiior of

— &0 least 40% ‘emale Dirediors

— &t least rwo Directors of colour

All Board appointments will oc made on ment, inthe context of the
skills and relevant experience that ére needed tor the doard 1o
oversee PRATSON'S sTralegic deveiopment and that refioct the glona;
naiLre of our business.

The Boara wall continue 10 rarorate 2 focus on a guerse ppelne
N s saccessior and appowtment planning rciuding to prionuse e
Lse of search firms which adbere Lo the Valuntary Code of Carduct
“ar Exocdnve Search Firms {the Voluntan, Codel when seckicg 1o
make Board-level appoiniments

The Board vall conimue (0 adop? best practice, 3s approphate, n
response ro e Hampron-Alexancer Rev ew and rhe Farker evicw

The Board will consider its commosihon and diversity as part of 11s
consideraton of effectiveness in the Boaro evalJalion review process,

Where appropnate, we vall assist with the developmieni 6rc support
ctinmnatives that prorote all ferms of DE&) m the Board, Pearsar
Execunve Management Teatt 4nc orher seniar management,

We vali review 3nc report on oLr progress in lire with the policy
ana our ob ectves N the annuel report, Ircluding providing detals
ofinit etives to promote DF&l i the Board, Pearson Executive
Mznagement team and oiher senior managament,

We w il ronurue 1o rmake ey DE& riormstion, aheu Lne Board,
Serior TEMAgEIment 2nd ouLr wigeT ermployec popaiat on, avalahie n
the annual repori. and aim for ongong transparend, ) N a7es n
ime with best practice.

Diversity and talent at Executive level
Executive team*

Cratremoved

* fxec.ive oxm o rolazrgCvetixeia ez Chel
=raraah OMeer

Progress i
As at 37 Decerrber 2021

@ The Board indudec 50% female Direciors
Q The Board ncludec ane Director whoidentifies as Mixed - White &

Black Canibbean, and one Director who 'dentifies as Mixed - White and
Black Afr.can

*Ac at 28" February 2022 the Buard mrludes 3 Diecters of colour

Tre Chair search nrocess in 2021 conaidered a wide range of
candidates, ncluding from diverse backgrounds, all of wnormr were
evaluateg on the basis of ment The process “esulted in the
apocintment of Orad Kordestan waomr the Board beleves
possesses (he requ-site skills and expertience for the role

The Commmes a0lvely ncioges Mversity 1 its sea o critena or Boart
BPDLNIMEALS, &0 proactvely entodages ergaged searcy firms (o
niclude tandidaies Torr 2 range of dverse Backgroungs N Ms
anthdate hsis

Russell Reyhsles Assoc etes and Spencer StuaT both sssistec Pearson
with search ectiity durirg 2021, inclucing for the externai element of
e Charr ana Nan-Executive Director search processes Bath
compames ere s grator.es to the Voluniary Code

The recommendatons of the Hamp.on-Alexander Review, Parker
Review ar the =RC 3oard dwersity and effectiveness report e respedt
of geraer and ethn ¢ diversizy tave been noted by \he Boarg, anc were
corsidered as pan of rhe Commess dversity ceep cive1n 2027 1n
addinon, tie Board 1s cognisant of tne FTSE Wornen L eaders Review,
wh €h Y35 succeeded 1ne Harr plon-Alexander Review

These matters were cansderad nthe 2027 evaluaupr process Read
more on page 9o

Tte Board scheme of menioning senior ieadersh p talent was renewedd
with & fresh conortim 2021,

The Norwnzrar & Governzgroe Committee revowed e Board's
Dusersity Policy and accomparying ob.ect ves during the year, as well as
developments ol OE&! N the external landscape

This irfarmation 1s inclLded In the anuai report. Reas more aoout
DE&I matters -n the wider eTployee bopJlation on page £9

Senior management team

Chart "emoved
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Reputation & Responsibility Committee Report

Linda Lorimer

Committee Chair

Image rermovec

Committee responsibilities include:

Stakeholders

Frsaring Prarson's stretegic ¢irect.on buids long-term value
for 2.r bus ness and stakeholders and makes cositive sonial
Impact on the planer. <ey stakenolders indude consumers,
emp\oyees, sharenolders, educatanal nstiut ons ano
cducators, employers, government and regulators,
communiiies, énd bus ness partners

Risk

Oversesng Pearson's approatn 1o reputatonal sk,

and ensurirg that clear roles have been assignec for Lthe
mdnagemert of the reputanch dimensior of nsks icenufied

ESG & ethics

Cverseeirg ErvironTental, Socal and Corporate Gavernance
[ESG) factors ann perfarmance Monimaring othicsl business
standards, ircluding Pearsor's approach to 1ssees elevanzto
115 repulation 2s a responsibie (orporate cuzer,

Brand & culture

Maraging the Pearson prand 1o ensure that i1s value anc
reputation are mantaned and ennanced Overseeing
Pearson's approacs to menirghng and supporting e val.es
and nesired behavours that farm oJdr corporate cdlture,

Strategy

Qverseeirg stretegies, polcies snd communicaton plans
related to reputation ard responsibility 1ssues and monitoring
thzt the prople ard processes a7 M piace Tu sntiupete and
manage “hern

Committee members and attendance

Atiendance by Directors at scheduled RepLizuor & Responsibilty
Committee meetings throughout 2021,

Committee members

Mée_tia_g_s_ attended

Armdy Bird A2

Dame Vivienne Cox i

Linda lanmer 444

Muchael Lynion? /7

Graeme Pitkethiy 414

Annette Thomas 2/2

Lincoln Walien A/L

1 Dame vivenne refrec from me Gogrd ano e Cammiree on 25 Apt 12021
o M Lyrwor resigned from ibe Bocrd ana the Commitlee o 30 4onl 2077

3 Ms Thome: was eppulsfed (o ine Lommrriee on 1 Ocoper 2027
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Reputation & Responsibility Committee role

The Comm tiee wo ks 10 assess and advance Pearsor's repuiatl on
acrass the range of its stskeholders 2nd to meximise the company’s
IMEgCt ON SoCety ane the communities 1IN whick we work and serve,

The Commettee reviews rmatters that are matenalio Pearson's
stakeholders - we are the main governance body for sustanabity at
Pearson providing Important aversight of ous environmental social
and governance {(ESGy framework, this ircluoes climate change
consideratiors As part of thes cale, we promote ard oversege
Pearson's ESG siretegy anc assess progress sgainst 1S cormmulments,
We giso manitor tne Pearson branc, calture end valdes and pronde
orgorg oversight anc scrutiny across all reputational matters

Inciud g issues ralsed by regulatars Az Cormmitea Char, | am
avaiahle to engage with any sharcholders who have cuestiors or
commenrts about the work of the Corrmitiee ang wes oleased Lo or
oJrvirtuzl engagement event with shareboiders ahead of the 2027
AGM.

As outhined elsewhere in this annual report, Fearsor considers
climare fransizior as an emerging nsk The Committee works
atongside the Audit Cammitles n overseeing matlers relaung 1o
climale change and net zero carbor The Commitiees role 1510
review refine and oversee implerentatior cf tnc straregic FSG plar
ond menitor how it s del vered, while tne Audn Committee focuses
on asst.rance of matncs and feasibilty of accompanying financial
plars Overlapping membersnip onthe twe Cormmeiees ensures
alignmment and a fult appreciar on of all relevant aspects

The full Board 's kept abreast of the Con mittee's, work through
reports | make lollowsrg every session of cur Commities, Lthese
reparts inciude h:ghlightirg any areas of corcern and of ‘erng specit ©
recommerdanons

Committee composition and attendees

The Comm ttee currently kas five members, with Anneste Thamas
hawng joined the Commuttee following her appointment o the Board
i October 2021, Annetle's experience In corsurmer-focused Tedia
businesses, dalz, analyiics and educatonal Institutions and
puslsning brings mportant perspectives ta our work Durng 2027,
we s2id gooabye o two Commitiee rembers as they steoped down
from e Baard - DaTe Vivienne Cox and Michael _ynton - and |
offer my thanks ro hoth for thewr substanual contnbutions w the
Commiitee’s wark.

Committee members bring a range of expertise across ne key areas
of the Committee's rem tircluding sustamaility, FSG. data prvacy
and cyber security. people aro walent, and pelicy ang governmeant
relanons

In add non, we benefit from the regular sttendance of serior
executives whose work is certral ta the remit of the Cammittee
These include tne Chef Legal Officer, who is the exeoLbive feeder
responsible for the development, monnoring ard execution of
Pearson's £5G strategy, the Chief Marketing Officer and Co-President
of Drect to Consurmer, anc the Serior Vice Presden:s of
Government Relauors, Irvestor Relatiens and Corporare
Commurnications

Terms of reference

The Commuitee has written terms of reference that clearly set out its
autkoriy ard duties These are rev ewea annuJally and can be found
on the Goverrance seclion of our wehsite {pearsonrplc com).



con e overt

ESG activities in 2021

Throughaou: the year, the Commitiee pa d parucular atienoon Lo ke
conniued evoldtion of our ESG strategy, including s averal!
structure anc framewark, how it 2lgns o oJr greatest areas of
oppartunity and challenge as a bus ness, and 1ow o commun cae
Its tene:s to afl our stakeholoers in 2 dear aroimpactiuf way, Durncg
2021, we worked cicsely with maragement to help craf: the
copanys ESG narratve Pearson's overall purpoese and mission hias
ESG firmly at 15 heart and we reconmended to the executve (at
corrmurn caung this ciearly to investars and wider stakeholcer groups
should be the avernding 2im

As described in greate- detal in our £5G Report beginning on
page 20, our ESG framework compnises three pillars that align with
the interests of stakenolders, anc where we ¢an make 1he biggest
posmIve IMpacs

—~ Drvinglearning for everyone witk our products
— Ernpowenng cur people 1o make o difference
— Lead'ng responsibly for a betler planet

These arpas are alse matenally influenial n nelp ng Pearsan succeed
3t a buaness. The nillars have a clear, natdral it 1o aur nan-inancial
®Ale reflecung the commar goal of aligrment betweer our
Corporate and ESG sirategy, Tnis strategy s supported oy Pearson's
robust corporate goverrande sirang corporate culture and & range
of effect ve poliues 10 ensute we achieve Qur ambitare

The Commities recenes regular upceres from maragement 6n
progress aganst speciic elements of the ESG strategy Key acthiles
ofthe Corrmittee aver the past yezr in relation to our three £5G
pillars nave included.

Driving learning for everyone
—_—— with our products:

' — At each meeung, the ComMITes receves &
report o0 recent nodents and issues that could

' nave an impact on the compary's reputalion,
1N¢lJding tose relatng 1o our products We
cons.der Pearson's résponses (o coversge on
sguial media and in rradiwiona! media, mdaamng

paying parlcular altent on 1o our prodocols ‘or responding to

nues: ons abodl our conters, the Integrty with whith we

hzndle such sittgziors and any lessons learned

— Wo dhscussed witn our On ef Dversity O cor The racent fous
on Crived) Race Theory, parucalarly i the S5 notng that the
manner i which Pearson has responced 10 the debete
reflecis e company's values as &n organisalion, wih our roe
being 1o provioe histoncally accuraTe content, in ine witk state
curncule reguirements, 1o enable fearners to thirk cntically

— We recerned an upcate on the strong progress Tade in the
DE&I review of Peerson's top-seling end high-nisk products
and ttles 1o ensure they are ree from b as end promore
diverse arc Irchsive representation in thelr content We also
noted the 1zunch of our Globai Content and Editanal 2olicy
vou can read more abalt ths policy on pege 47

fe pngorsed an INat ve 1o ncrease the reach and impact of
Pearsan’s social ecuity content by laurching a free resoarce
secion or cur website a med at students, faculty and adults,
inimially ava lacle in the US

lconremaved !

\con remnoe

Empowering our people to
make a difference:

— As Pearsan conunued re buld us
corporate DERI praogramme, we corsidered
the proactve interndl and externg!

2 messagrig beng develoned To estsblisk
PRarson's vo.ce I [Fe pquily Conversangn.
Commuttee members expressed the
mportance af recagrising, ne com pany’s

pesilon as & global husivess with errployees, customers ang

ather siskenulders from g wide range 97 nackgrounds. arc
encouraged manadernent a consider carefully the nsks and
0RO es around Meduimes in produdts anc sendces

We worked alorgside management and i suppart of tre
Board (0 develop and deline the new corporate purpose,

M SSION. vis 6N Ara vakles o align with our new corporare
strategy. You ¢an read more abaut Pearson's puroose on
page £

We -eviewed progress on our Futdre Workplace Strategy,
cons dering the prinaples underp nneng Pearson’s shil to a
hybr d wor<olace culture, and noted the sigps being Laken
srownd HR palicy, employee commurications, technology
systems, 0gJ pmert and space management Directors were
pleased 1o have the charce to expenence the new workplace
approach first-Fand auring our IN-person mMeen g 1N Landan
1N autumn 2021

We monitorec empigyee senument around the company's
conmung response 1o COVID-19, incl.oing coraidenrg,
Pearsan's returr-o-office protocols relanng to vaccnaronr
statds, spcal aistangng and wearing of masks Other
employee engagoment metres are moeiored by e Board
ard Pearson Executive Maragemen: Pearson's desigrated
Non-Execurve Qirector for warkforoe engagerment ([oins
mecnngs of the Commitzee whenever ralters relating ta
employees are discussec You can read more about Zmployee
Engagement on pege 87

We rgeewed an upoate on our Zloba employec wellbeing
programme, which has evowed from a COVIG-" 2 nadent
FESHONSE Ml sive 10 beng an i portant elerrent of
POSBONNG Pearson as ar emplojer of choice We also
considered nealih and sa‘ety, notng that Pearson's broader
strategy i this space had been mpacied by the pardem o
and that, 25 we ove Wwards permanent hynd worwng,
thers wil bC a further evelunan o our heaslth arc safely
prontes

Leading respansibly for a better planet:

— We revewed progress Towasros Pearsans
goal of net sevo carbor by 2030

— Ir 3 sessior led by the Chie® Data Officer
we consicered the irporiance of an eth ca
appraach to usage of, and nisks assac atea
with, date Such an epproach is integral te
operanrg Pearsors d rect (o consLmer business in g manrier
£ans stent w.ih the compary's valdes.
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Reputation & Responsibility Committee Report continued

— Robust governance, a strong culture and effective policies:

— We considerec work undertaker by ‘nger tearrs with r the
bus.ness grasions to formaiate ESG plans The Contmitlee
AgvIsed managerment 91 bow best to demoenstrate Pearson’s
firm cammitmert across a soectram of sustanatulity actvnes
while ensuning targets were stretching bt also conaiderco
and realstic,

— We mon orec progress owards compiance wtb TCRD
TEROFAE requirements, which became mancarory for
Pearsor from the 2027 firancial veas, roting the key
chrrate-related ns« calegones inentfies througn a
COMON /s v NS A5L005mort

—~ Ve consicereg arindepencen report or Irvestar sent mert
tawards Pearson’s E5G prograrmivie and communicat-ons,
whICT was Used 10 heln shape our refresned ESG tramework
descnbeq m this annaal report,

— We rev.ewed the annuai liodern Slavery Statement with
managerTent prior ¢ recommenaing that trie Boara approve
the statement “or publicator

Other areas of focus during 2021

— nthe regular reports about @ry COMMUrICalons 1554es that
a~nse, the Cemmittee provided input both 1o the speci‘ic
incderts at hard and 1o e genersltopies rassen

— Wit tae appointment of a new Chief Marketirg Officer, we
reviewerd Pearson’s over ail marketing positioning and
dsoiussed Now QDPOTTUrILES 1IN ThEe CONSJMEr sHECe 35
Pearson~ was beng .aurched.

— Health 2na safety and safcgaarding are two topizs that
Pearson ta«es very setiously, anc tie Commetiee reviewen
annual assessmernits of both

Tne Committee alsc considetea the pans for, and results of, the
Global _earner Scrvey. In th's year's survey (see page 15), Pearsen
as~ed 5,000 peopie ir five countries about therr expenences of
clmare change equcaton, Respongents wee clear that therg s an
ncreasirg need far deeper environmenta and climate knowledge,
especially with mary sndustria, expecung sgrificant growth ia green
1005 Dver te next ten years, These vews sre reflected 1n Pearsons
renewes st-ategc focused £5G framewcrk, and the conunued
developrment of our rezdmap to achieve net zerc caroon by 2030

Cormmittee mernbers also provided INputinte early-siage pans te
idenufy animitialive or czuse in wnich Pearson can part Gpate that
will benefit glaba' communiiies and be both ach evable anc
impactful

Committee evaluation

The Commirtee unaertakes an annual evaluation process Lo review
its performance and effectivenass. For 2021, the Commiitea
evgluat.on process compnsed two elerments

— feednack re.ating to the Commirtee was soaght from Directors as
part of the wiaer Baarc evaluation led by the Senior Independent
Direcror

— Committee members and other xey cortribators to the
Comrrittee were invited to provide the.r views by way of a tallored
auesuonranre.

Tooies covered Includen the effectiveness and dynamics of the
Corrruttee, oversight of key areas witnin the Committee’s remit, the
quality of pepers and meeting discussions, and the relationships
oetweer the Corrmittee and manageTient
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“he Comrmitiee considered the find.ngs from this pro
December 2021 meeting anc concluded

— The Commities 15wk rg well with appropnate agendas, papers
produced to 3 good standacd ana high-gaalty discussions

— Gwerithe evolving strategic proniues and the changing nsk
landscape, including around £5G. culture, data ane cyber matters,
twas felt that a revew of the remirs of al! Board Corrrittees
shodle be carriea out o ensure all key 3rgas are beng covered
sppropriately snd thes e 1s no unnecessan, duplication where
It Jtiple commrees are ovorsecing the same issaues

— Aslexpect taretice agiater tran the 2023 AGM, aporeprate
cons deraniar wil be gver 10 £1E7E o my SUCCessor as
Committee Char by the fom naue & Governance Camnmittes

There were ne parncdlar matters idertified dunng the prev cus pears
evzluation pracess that regu red atient.on Cunng 2621

Committee aims for 2022

Ower the rext year, we wll Cortinue (o mMon tor ans oversee Progress
towards deavery of Fearson's ESG st ategy as this becomes mare
embedded withir our five new bus ness divsiors, including
MOriarng Srogress agairst 2Jr Ciirele goas We wil be attent ve to
tne efficacy of Fearsons products. our consurrer Brana equity and 1o
e company's brosder macheting, commuricat ons ard Drard
strategy Contirued forus or Pearson's “eputatior ang the
roreasingly importsit topic of date privacy will be part of the
Cormmiilee’s work in 2022, Followng the successtuliaurch of aur
new corporale values - the implemertztion of whicn cortmues
througnout 2022 - we wil review how these sre neing livea by
coleagues throughout the business through converset ars with the
Chief Fuman Resources Officer on future 2nd ermpioves
engagerren: We wil also consider haw the comparys <ultare s
reflect.ng coth cur increased focus on the consumer ana our
carporate purpose of aduing Ife to g ifet.me of lea-ning

Tod £ s

Linda Lorimer

Chair of Reputation & Responsibility Committee



Image rermoved
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Audit Committee Report

Tim Score

Committee Chair

Image removed

Committee responsibilities include:
Financial reporting

The gualty and inegrity of fnarcal reporung and statements
31d renated discos res, irchid’ng signif.cant reporung
Jutgements.

Policy

Group poloies, nclicing accounting poloes

and practices

External audit

Exterral sudit, Inclucing the anpoiniment, q.alificat cn,
incopendence and effectiveness of the external aLditar
Internal audit, risk & internal control

Risk management systems znd the interna, control
ervronment cludirg oversight of the work and effectiveress
of treinternat auda function

Compliance & governance

Legal arnd regulatary requirements in relatior
Lo Imanaal reporing and accoanting mateers
and oversight of complhance programmes
and nvestigal ons

Terms of reference

The Committee has written terms o reference which clearly set out its
suthonty and duties. These are reviewed arnuzlly and can be found
on the Governance secthion of our website (pearsarale comy)

Committee members and attendance

Altendance by Directors at scheduled Audir Commitee meetings
throughour 2021

Committee members MF?ti,"S;, éﬁended

Dame Llzabeth Cortey’ o w4
Dame Vivenne Cox- 22
Linda Lanmer 414
Micriael Lyntan® 22
Graeme P ikethly 444
Tim Scare 4/,
Lincoln Wallen ajé

1 Dames Zizageth resigned from ke Boara and tre Comrmeaten an 37 Decerber 2021
2 Damevivierine retirec from (he Board and ime Commeree on 36 Apnl 2021

3 W Lynanresigned [romike Board and the Corrmridec or: 30 Apr | 207
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Audit Comrnittee role and composition

The Comm ttee has been established by ine Baard orimerily for the
purpose of overseeng the accourturg, financizl reporing, INterna
conol and nsk n"anagement processes of the company and the
aucr. of :ne financial siatements of the company. As @ Corrmittee, we
are respons ble for assisting the Board's aversight of tne quality snd
integrity o the company’s exiernzal firancial reporting and statements
and the Lompany's atcountng policies sre pracrices

Fearsons Vice President - Internal Audit has a dual reporting line to
the Chief Financial Qificer and to me, and externa’ audiiors nave
direct access to the Commuttee ta raise any Matters of concern srd
to report on the results of work direcred by the Commitiee. As Aud T
Comrmites LRl | ensere thet the full 3nard = ke apreast of tne
busness of the Commuittee 10 & tmely manner acludieg highhghtieg
any areas of concern or speciic recommendations. | aiso waork
closety with the C=0 and seniar financial, risk, legal and internal aud't
personinel cutside tne formal meeting schedule o ensJre robust
oversight anc chalenge in relatior to lingnaial control, comphiance,
Investigations anc risk manggernent.

As Comrmrittee Charr, | am avzilable (0 engage with any shareholders
who have questions or commerts about the work of the Comrmitiee,
anc was pleased o answer guestiors from shareholders at gur
wirtaa event held in advance of the AGM i April 2025 5nd 1o mees
remotcly with some of oar iIrsttanoral nvestors acring e year in
my role a3 Senior Indeperdent Director,

Audit Committee meetings and activities

The two prom nent themes in the Comrittee's work tFroughaut
2027 were”

— weading the fercer process fom Pearson's external aunt and
overseeing tne subseguent steps being Leken to prepare fo- the
transition in 2022 You can read more zboutth s process or
page 107

— Following the annauncement of Pearson's new strategy and
organisational structure, overseeing the impacts of re ¢hanges
onvanaus areas within the Commities's remit.

In considenng thie IMpadts of Pearson's new sirategy and
organisatonal structure, the areas 1o whicrn the Comrritiee paid
attention ncluded:

— The creztion of five now reporting segments, reflecuve of our five
new 0UsINess divisiars, as well as a separate reporurg category of
businesses under strategic review’

— The goodwill and iImpairment 2ssessments condacted in respect
ofthe re-allocaticn o the new drisions

— ACCOuRTing Treasment inrespec of partfolio changes resulung
romi1ne new sirategy

— Operat onzl changes resulting from the now grganisatoral
structure Consecuenual effect on other zreas such as mrernial
aucit, comphance and sk ncluding increased accountabily at a
drvisioral leagersnip level

— Technology resilience, daia orivacy and cyber security which, in
addition 1o cominuing to Increase 1N mportance at a macra level,
are key fecrors in the success of Pearson's digital- and corsumer-
torused sirategy.

AL every meeung, the Commitiee also considered repornts or the
activities of the internal audit ang compliance furct ons, Includng the
results of Internal aud1s, project assurance reviews ard raud and
whistieblowing reports The Comm ttee also monitored the companry's
financ al reporung procecures, discussed the finance anc [T contrals
ervironment, reviewed the sendces providec by PwC anc considerea
any significent legal claims anc regllatory 1ssues - the cantext of
then impact on firanc el reporung, eack on a regalar basis



In eddiwon 13 s four scredulet rneeongs in 2027, tne Committee
met a further Two Times, Doth M Connecuor with thg 1ender process
for the exrernal audn contrac. Frestly the Cormmuiee iele a senes o
panel sessions 10 Nterview Lhe proposec pat.ners frore each of the
three part © patng firms and, secoridly, the Corrrmitiec met 1o hna s
s 1ecommendaiion for the Beard on the seiecuon of externa!
auditor Viewe the key actvues of the Agdi Commitiee below

Additional meeting attendees

The Chief Finznos! OfFfcer and ner Deputy, other executives and
S0’ MENEEers TOT 3UU0ss the Dusmess oisa atterded mestings
during theyesr, oither as regular mviees of the Cormmetiee o1 (o
Aiscuss paricular nems of DJsMess This g Tetl CORLact with <ey
leadersnip augmens tne Comaties’s onderstanding of T ssues
faong the business 25 well as helping to develop Pearson's talent
pipehme throvgh faoktavon of Boars-leve) engagerment opporunits
for those leaders and maragers. The Chaw and Chief Execulive each
sitend Committee meeurgs fegHarly at my imviation, wik the Chef
Executive paruculerly attenoing for distussion of matters with an
operauonat and cusioTer focus | have also extended en open

I TATON 10 IN0se MOY-EXeCative Direttors who are not members of
the Cormm itee o attend Cormmitee moeetngs shoalo they sowshor
aedi ON [0 FACenng Meeling papers Th s allows tnose Directorns o
urdersisnd the work of the Comm.iec in greater depth and To offer
ther owr valuable Insams, The Commitee alse meets regulaly in
private with the exiernal avdiers and with the Vice President -
Incerral Aucit, and as required weeh the Chief Legal Officer, Cruef
Compliance Officer and Semor Vice President - Traeasury, Risk

ard nsuranae

Audit Committee meeting focus during 2021

Financial reporting

Audit Committee training and knowtedge sharing

The Committee receves techmcal Jpdates at each meeurg, including
on marters such as accounting s*andards and the #udit ane
governdnce lancscape, and members are abie to recuesr specfic or
personal rraining as appropriate n particular, we have kepl abreast
of developrents relasng (o aucits at g legislatve and regalarary level
iNcluding the consultauon oy the Denastment ‘or Business, Energy &
Ingdustral Strategy on Restoring rust i audi? and corporare
governance’ 1o consider how the proposals outhned ir that
consuhetion might affect the comnany’s processes and pracuices

Cornittee members 2150 meet with focal manegement on g penodic
basts, 5uEn as wnen traveling for overseas Board meeungs, \r oraer
10 ga n abetier understandng of how Pearson's policies are
embedden 1 coerations We hobe to "esume our programme of
meeung It person with local management teams as sgon &5 Uavel
restnc ons permat, and in the meantune the Commuttee cantinues
o engage with 3 wiae range of semor Tanagerent znd tecical
specialisis throvgn wriual methads .narder toin‘arm

oul dhsussIons.

External audit

Compliance
& governance

" Tinternal audit,
risk & internal contral

ACCOLINLTE and
techmcal updates
Impact of legal ciairms
zrdregulatory 1ssues
on fu?an(\;;l erDI’CIHg
Fair. palanced and
understandable
reportirg, EOrg
cancern anc wiahhty
statemenrts Nclucing
supporling aralys.s
2020 anr sl report
ard aceounte

prelim nary
arnauncerrent
financial statemens
ardircome
statemers

Review ¢f nrenim
resulis and tredit g
upcates

Form 20-F and
related disclosures,
includimg annual
Sarbares-Oxley Act
secrion 4064

atestat on of
fimancial repor ng
internd. corirgls
Significent 1ssues
FegC urg

— ACCOUMLNE MBatlers
ant Broup
atcountng polices

— Annual rev.ew and
approval of external
auditors solry

— Treasury policy and

reportng

— Taxslrartegy,

Inciuamg impact of
glopal tax retorms

Oversight of audit
TeNOe” Drocess
Provision of
nor-audit services by
external auditor
Rece.pt of external
sud tors' report

an Form 20-F and
year-ent audil
Repar. on Falyear
nracedures
Reapsontrment of
exterral audilors
Confirmatior of
ENISAGH
ingependerce
2021 exterral
aadtpler
Remuneraucs and
engagement ietier of
external auditors
Review apinior on
interim resuits
Review of the
effectiveness of
exrernal aJaLors

IPierna; audt actvity
TepOrts and reviesw of
key findngs
Erterprse risk
management
ngading prinapz!
a1 emerging nsks
2022 nternal gudt
plan

asgessmert of the
effecveness of
nternal ducit
funcLon, inernal
contral ervranTent
and nisk
manageTert
syslems

Rigk geep dres
oyber seLonty data
prvaly, reasdny and
MEUTENCE 3Nt-

o bery and

COTruDT On, T8x%,
business reshience
Cartrols Cenme of
Excellerce Lpdaies
AJpQINtMent of new
Yice Fres dent -
Internal Audit

Froud, whistlepiowirg
T2pOTs 3nd comphence
NVESLIZELONS

Compiance with
accourtrg and

aud r-related aspects
of the LK Corporate
Goverrance Code
AL Comirtee arc
iternal audit funcuor
errs o' reference
Scheaule af autnonity
Reguiaiory brref ngs,
ncluding BEIS
Lorsuitalicn o™ audit ang
CLTPOTale EOVernarce
TEIDrT
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Audit Committee report continued

The Committee's focus areas for 2022 will include:

— Thetransition of Pearsen's external audit Lo a newly appomnted
external auditor See page 10/ for further inormanon

— Arontnued “ocus in the Commitiee's sgerdas ov Impartant
greas soch s data privacy, cyber secarty and FSG nisks

— Oversight of any separation of bl.siresses or 2ssets resalting from
tre strategic review of Pearson's irternational courseware loca
publisning businesses

— Conunued overs ght of Pearson's key Juogemenis anc key areas
of eslimanon as descnpec inthe financial statements

Commillee evaluation

Trne Commuttee undertakes an arnual evaluat-on process 10 rev ew
ite performance and effeciveness For 2021, 1ae Comimiriee
evglugtion process comprised two elernen:s

— feeaback relaurg Lo the Committee was saught ‘rom Directors as
part of the wider oavo eveluaiion which | led in my capadiry as
Senar Independent Direcror,

— (Commritiee memaers and otner key contnbulors (o the
Comrrittee - including the leac external audit narmner, the Chief
financial OFficer and her Deputy, the Chief Legal CHicer, and
serior finarcial, nsk and compliance managament - were invited
o provice theirviews by way o a talored voestionnatre

Topics covered i the evaluation induded the effectveness and
dynamics of the Committee, the Cammictee’s oversighl of key areas
within iis rermit, the quality of napers ano mecting discussions, anc
the relationships betweer the Commitlee arc management

The Comrmuirttee consicered the findrgs from this process at s
December 2021 meetng, including.

— Tne Commictee 15 cons dered oy Directors and other contributors
10 he workirg well wth appropnate agendas, papers produced (o
= pood standarc and high-quanty discussions

— Arecogninor thatitis important for alt carts of the group's
zssurance framework 1o remain attuneg 1o the mooriance of
ESG. data and cyber risk, as well as remaining cogrisant of the
impacts of the new strategy, avsional stractdre and corsumer
focus, ILwill be wmiportant for the Comm ttee to ensure that it
conmnues 1o have anoroprate levels of support and expertise to
2s5ess and manage these areas,

— Genthe evelving strategic ononties anc the Changing risk
Iandscepe, It was also telt that a review of the remits of all Board
Committees shauld be carriee out to ensure zll key areas are
being covered anc there s no unnecessary dughcauor.

— Respondents recommendea potent al work items for 2022
including the oppariunity for a deep d ve .o crganisanonal anc
control dynam s under the new structare and a consieerauon of
how to utilise the exterral auorl trensition as 2 tool ‘or positive
change as a resulk o new nisights in certain areas.

— The Committee 1s likely 10 have a Crair transition in tne neas to
mediumn term, as | will reach nine years' service on the Board at
the enc of 2023, so appropr ate consideration wll be gvento
succession planring in thes regsrd by the Nomination &
Governance Comritiee,

Fair, balanced and understandable reporting

We are mindful of the Code’s Principle N relaurg o fair, balancec and
Lnderstandable reporung, ard we palld sufficent tmeanio our
anrwal report trnetanle to ersure trat tne “ull Board recewves

sLff cent opportunity 1o review, consider and comment or the repo-t
&5 1t progresses, Learn more about fair, balanced and
Lnderstardable reporung on page 135
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Members

As a1 the date of this report, the Commillee comprises four
incependent Non-Executive Directors, all of whom have
financ al end/or related business expericnce due to the senior
postiors tney hold or have held in other hsted or nublicly
traded companies and/ar similar large organisations The
Committee possesses a good balance ol siills and knowledge
with competence and experience covenng all aspects of 1ne
sectors in whech Pearsar operates - educetor digial products
and services - ard the compary's key geographic markets
Draer Non-kExecutize Directars are welcormr.e 1o attenc the
Commitiee’s Teel ngs (o understand Lhe wor< of the
Comrmittee i greater depth and ta o'fer thei own insights

Tirm Score, Char o the Carrmirree sice Apnl 2015, s the
Commitee's gesignated irarcal expert. having "eceni and
relevant imancial experience, énd 1s an Associale Chartered
Accountant. Tim s Agdit Commuttee Chanr for Bricgepont plc
and has also previously served as Audit Corrrmittee Charnr for

The Britsh Land Compariy ple anc hational Express Group plc

The cualficauons and relevar: experience of the atner
Committee members are Gelallec on pages 76-78.

Financial reporting and policies

In February 2022, the Commitee censidered the 2021 annual report
and accounss, Including the prel minary vesults anrouncerment,
tinanc.al statements, strategic report ard Directors' report The
significant 1ssues consinered by the Committee relating to tne 2021
financ-al statements are set out on page 109

Risk assessment, assurance and integrity

Akry role of the Committes 15 to proviae oversight and reassiLrance
Lo the Baard wath regard 1o the integrity of the compbany's procedures
for the idenuficanon. assessment, management and reporting of ris<.

As previewed rlastyear's repors the Commitiee was paricularly
locused throughout 2021 or Pearson's evalving enterprse risk
management approacn. Management has refreshed its approach
towards niskiderit ficauon and maonitaring in hght of (e comrpany's
new st-ategy and arganisztional stri:rture, and the Commitiee has
been attentive to this 1o ensure the approach 15 "obusy,
proportonate and convnues 1o faalitate a cuhure of accouniab ity
and ownerskhip arrorg business leaders. In fulf ling s remit, the
Committee remaimns mindful that effective risk management s
essential tc executing Pearsor's strategy, achioving sustairable
skarenolder value, protecuing the brand and ensaring good
governance znd, {urther, has worked with managemert to agree how
the Committee’s cwn requirerrents will be satisfied to enable 1o
successfully discharge its risk oversight duties under this new
aaproach Read more aoout the Board's responsibil ty for risk on
page 117,

Duning 2021, we also conaucied a number of deen dves ntc
selected prircpal risks including data privacy, cyher secJdriry, Tax,
ant-oribery and correpl on, and busness resilience. The Carrmitlee
uses these deep-dive sessions o understand ihe rigour of
managemerts risk scanning anc 1o challenge any judgements beirg
made N resparse Lo risks



Data privacy and cyber security

Prudert maragement of data privacy and cyoer secunty are
‘undamertal to Pearson’s future saccess and 1o pLIlgir g Trust with
oLr customers, The Commirtee oversees these matters on behalf of
(ke Board from a nsk and assurance perspactive énd moniters Lie
maturity of associared governance frameworks that Pearson has in
place It does this through annual deep dives into both date prvacy
ard cyber secunty, as well as thraugr oversight of ine scope ard
andings of the r sk-basedhmernal aud U prograrmme. The Resuistor
& Respons biliy Comariee also consicers data-related Tatiers,
primarily from ar external perspective, indlading stakenalder

cons deravons arource consent and the etrics of date usage, as well
as polincal developmenrs (1 e wicer date landscape

tn 2021, the Chief Privacy Officer, Chief Informat on Officer and Senicr
V.ce Presidert - Techroicgy Assurance reported on céta privacy and
cyber secunly To the Committee and the Bogrc as a wholie

As part of ine data privacy repor, the Committec considered
developmerts in the Ziobal regulatory [andscape, including readness
‘or new laws In China as well as rotng enforcerents py reg.lators
since the introduciion 0" GDPR Key aspects of Pearson's date privacy
programme were also consideres, irciud ng

— Changes (o Pearsen's global priacy programme to refiect the shift
In strategic focas towards the consumer including the plarnec
build of prvacy anc enharced vser prelerences centres

— The revew and ennancerent of tne date onvagy governance
sTrudiLre, including tie embedading of prvacy resource wath e
busmess dvsions supoorted by the date privacy o'fice, anc
continued collaboranon witk the data secanity and the newly
created data office.

— Datz retentior pratocols and actnmy wirh a paTicular focus on
customer products are platforms

— Tre corirols in piace 1o respond o and mitgate pryacy related
risks

In zddimion, the Comrmittee conaicered a orogress upoate from me
Chief Legal Officer on actions taken by management following
seltlerent with the Secunties anc Exchange Commiss on 15EC
reiating to the 20° 8 secunty Inc dent effecung AIMSweb 1 0 The
Commratee will conunue 1o rNONISr Managemert's mpereniation of
Rrogress nthng aree o9 benali of tte Board,

The Committee also constoered the status of Pearson’s cyber seconty
pregramme. This deep dive was setir e contex: o the challenges
ard threats prevalert i the evolvying giobal security landscaye,
including ~ansomware atlacks lsunched by orgatised cnme anc
geopolical nsk Key aspects ccns dered oy the Commirtee and Board
inzlLded.

— Pearsor's cyber r sk profile, including the status and reno of ton
threats and response to these threats Issues discussed ircluded
platforms and processes that control access IC Sysiems content,
new SUPPIer SecriTy r Sk assessment protocols, the recry tment
erd retennion of apnropriately skilled staf® anc roie-based
employee secanty awareress Irairing

— Qugjectives for tne corlimued ennancerert of Pea-san's cyber
secLnry infrasiruciuce end governance frarewarks, noudirg the
ke achtevernents in 2027 ang aims for tne coming vear.
Consigerztions in 2027 incluced g partuicLlar focus on Pearsor
zrd the secanty framewor<s required 1 sUpEort e increasmgl
ccnsumer-focased strateg

— Tnecontnued baildirg out of a cuitLre of security accountabiity
through ntroduction of new digital security polices anic a sharec
r sk maragernent aporoach 10 esidblish consistend / across
divisions

— Find ngs of the annual third party assessTeont of Pearson’s ovber
capability matuniy, swhich conunues (0 demonstrace year-on-year
IMiprovemen?:

The Commiliee also neid 2 separale session dJnng the year, led
by the Chief Informanon Officer, focusirg or Pearsors tech nology
resihence capabibi es T maudes Lpdates ominfrastruowre
erhancements, produtt avanlabihty ane incicents, and solutions
wrrodures of enhancec i support of hybnd and rernote

workirg models,

Compliance, fraud and whistieblowing

The Chef Complizhce Cfficer oversees compliznce with cur Code of
Corduct anc works with seniar legsl, HR anc other relevant
persontiel 1o investigete any “eported inaidents, incliding ethical,
corrapror anc fraud allegations The Committee -eceves ar upddie
at each meeting or al signf.cant INvesugauons as well 2s review ng
data regardirg maters rarsed through our whistleblowng regorting
syslem, with any findings of the external auditors with respect (o a
parucalar matter considered as appropniate as part of these
discussiors, The Comm {fee alss reets IF privatc as required with
the Chief Compharce Dficer. On benalf of the Board, the Cormminee
consicders an annual review of the effectiveness of the whistiebiowng
gystern irch.dng torough benchmarking agamst peers and by
MONIONNE RrOEress aganst prey ous years indings The Commttee
Char's regular reparts 1o the Raara aclude a review o
whistleblowing matters of note Al Boarc meribers narucpeted im a
sessior wiin the Chief Compliance Officer 1o roview compliance
tnvestiganons anc reports fer 2027,

Tne Pearson an-Drmety anc cor-apt or [ABC) and sandions
Lomphance programme provdes e famework tu supoort our
comnpliance with vanous “egulanons such as the LK Bribery Act 2070
and the w8 Fareign Corrunt Pract ces At and the Camrmutiee
canducts 2 deep dwe 0 the ABC and sanctions campliance
programme on an ennial basis in 2021, m addiicn (o s reg Jlar
review of investigegtions, Te Committee natec at cach mecting the
con: nued enhancements made to the compt ance programme,
inchading the introduction of sutomated Toois to sireamliire e
process or thira-party sanciiors screenng end employee
compliance declarznons The full Board zlso Lndemook training
duning the yvear ‘olus ng onats responsibiliry for overs gnt of
Pearson’s ethics and comphance programmes,

Internaf audit

The i"mterral auait funcuon is respaor sinke for provicing independent
FRsUranie 1o management and rhe Currmitiee on THe GesIgr and
effecuveness of nierna cont ols, 12 mingate sirategi, fmanc 2l
operznoral and comphance neks he Vice President - Internal Auait
reparts farmally o the Char o the Cammattee and the CFO and 1s.
responsible far the day-lo-day operations o° internal audic and
execution of the annual audit plan. The Committee Chair workea
closely with serior management on the process for appointing 2 new
Vice President - Internal Aucit. whase ‘ormial anpomiment was &
metter for the full Committee’s approval ir July 2021

The mierral guci mardate s aoprovet anr asily by the Commitiee
Tre audr lar ard any dhanges thereto are alsa reviewed and
agprovec by the Commitiee throughaut the year The internal aucit
nlar s algned o c.ir greatest areas 27 nisk as wdenuiied by tne
orgensationz' rsk maragerrent uroless, and the Commitiee
considers issues and risks ars ng from interral sucits. Managemert
Jcnor mars T prove nternal centrals and o TIngare nsks, or
both are agreed with the business area zfier eack aLdit Formal
managemer: sel-assessments allow inte nal sucit 1o monitor
pragress inirplementing acior pians, egrecc as part of awats, 1o
resalve any control deficiencies ident fied Intermal sudit ve li request
a0 assess ey dence of aclicr plan implementat on and may re-1est
coni-ols If necessary. Brogress of management actior plans s
reportec 15 tne Committee at eech meetr g 1nternal aucn has a
forrnal coltaboravon process m place wirh The external audinces —o
ersure effitent shanrg of nsights arc ouicoTes, erd these plars
il be subyec o 8 refresh in ight of the apnointment of a new
exeria audior from 2022 1 creer (C opuruse combned ead
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Audit Committee report continued

efforts ncludirg through a greater use of cata and analynies Regular
repors on e findings and emerging themes .aentfied througn
wternzl avdits are provded to Fxocutive Maragement and via the
Commutiee, 1o the Bosrd

In 2021, nternal avdi. carried out engagements across Pearsan's
business units end corporaie funct ons covering the ma:orty o° tne
principal nsks, The auai plan is dy-armic and additional work was
done 1o 355055 T curmpary's resporse 1o COVID-19, wih partic.ar
‘ocus an third-party nsks Key thermes in 2021 related Lo data privacy
ard datz retennan, royal” es posiness resilierce and disaster
reccvery, cioud and informstion securty and ESG as wel as fnanc .zl
conlrols in nrermanonal ousinesses

Internal audit evaluation

Al s Decermber meetng, the Committee considered the findirgs of
ne review of the perfarmance and effectiveness of Pearson's internal
gudit function, 3 process which 1s undertaken annually. The 2021
review was conducied by disiribuiing a questonnzire 1o the key
stakeholders of the internal audit funct on - inclucing Commitee
members, the lead external audit partrer, members af the Pearson
Execulive Management team, arc sepior firancial, legast and
operational management

Based or tre firdings of the 2021 review, the Commutiee < of the
apmiar that the gualty, expenence and expertise of 1qe interna!
audit function 1s appropriate for the business, The review was
undertaken zt a time of staffing transition vath'n the funcuon, whicn
has new lar gely cancluded, and the Commettee 1s satisfied with. the
response to the previous year's recommendaton relaurg to the
balance of skills in the imternzl audit team Good progress has been
made ir 202% 10 this arez, with t1e recraitment of adcitional
capabilives around date analyucs, progremme assurance and
aJdinng d gzl transformation

Another key theme ar sing = tre 2021 review was that interna’ audrr,
in common w th afl parts o Lhe group’s assutance rarework, should
conunue 1o be artuned To the importence of ESG, cata and cyber risk,
as well zs mind"L1 of tne impacts of the new strategy, dwsional
structure and consumer focus [he Commitee recognises that these
rsks and strategic shifts are li<ely 1o require a consideranle amount
o' ume and attention anc the Cammittee will remain attentive 1o
ensaning the appreonate fevel of focus I 175 own actines anc ir the
wark of Interral audit

I 2079, the internal sudn funcuon underwert its first ndepercent
exterral assessment, Ir Ine vath the regairements of the
Interrational Stancards for the Professional Practice of Internal
Auditing, which was fac Itated by Protvn The Commistes will ensure
that an indepenacnt third-party assessrment of the effectiveness and
processes of the Internal Aud Tiuncuon s conducted at least ance
every five years. 0 line with external indusrry standards.

External audit

The Committee revicws end makes recaommendations Lo the Board
rrespect of the appointment and compersauon of the exiernal
audirars These recommerdzations are made by the Committee
typically after ronsider.ng the exterral auditors’ performance during
the year, reviewing external zudor fees, corducung an effectiveness
review, Consioering the annual report on aJadit quality of the intended
exterral audit firee and corfirming the ndependence, abiectaity,
qualifications and expenence of the external 2uoitors The
Commitiee’s recommendeauon (o the Board in respect o the external
auditor 1o be appomted for the 2022 finzncial year was basec upan
the robust, fair anc belanced tender process which it led duning the
“rsthali of 2021 This resulted in a recomimendation, which wik be
put to shareholders at tne AGM In Apnil 2022, 1o appoint Ernst &
Young LLP (EY} as Pearson's external auditor,
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There are no contractual obligations restricung the Commitiee's
choice of external auditors The external audrors are requned 1o
rotate the audt parmer cesponsible for the Pearson audic every five
years and the lead audiz partrer for the 2071 cadt Giles harnam of
Pw(. rotated onio (e auoit 8t the begnn ng o 2078 Mr Harnam's
tenure or she Pearsor audit will end once all matrers relating to the
2027 iinenc al year have been concweded. with EY proposed or
appraintment from 2022

Read more apout the Aadit Tender process on the opposite page.

External audit effectiveness review

I conduct.ng its review of the effeciveness of PwC, Pearson's
exrernzl auditors frr 2021, the Commitlee hao regard io certain
facrors set out.n the FRC's Audis Quality Pract ce A for Audit
Commuttees as well as the key areas of importance from a strategic,
operanoral, reporting ana regulaton perspective 10 particular, the
Committee consigered s own obserations arc mteractions wih
the external aLd.a-s, 11e qualty o the audiy, ine aucitors’
mdependence, and the programme o work conducred by the
auditors and their reports ar that work

The rev'ew was conducieo by distribuing @ questionraire Lo key
audit stakeholcers, including members of the Aud T Commitiee and
key management who interac: with the external aLdrors an a regular
basis, ncluding Cheel Financial Oficen Zeputy CFO; Sen or Vice
President - Treasury, Risk ard insurance, Vice Pres dent - Chief
Compharce Oficer, Senior Vice Presiden: - Finance for eacn
busirness division, and othor neags of corporate funonans The
process sodght views on many aspec:s of Pw('s work and
nteractions varh the company, irclud ng the degree 1o which they
demensivate professional scept asm, integrty and judgement in
therr work, and therr mindset, skills and krowledge, All respondents
agreed that tne external aucit partners anc staft exioit professioneal
scepr osmun their wark and are robus: in cealing with 1ssues
igenuied dunng the audit, Havng reviewed the eifec veness and
inoependence af the external auditors dur ng 2021, as it coes every
vear, the Carrmitiee is saushed that the audiors provide effectve
ndependent challenge to managercnt.

As Pw('s tenure as Pearson's externe! augitor wall end fallowing tne
conclusion of matters re.aurgio ire 2021 finanaiai year. the fincings
were dristussed, at the Comm ttee's request wth @ varticular focus
o kow the learmings end areas ‘or iImprovemnens could be taken
torward with the proposed aew external auditor, EY Thremes and
topics 1o be ta<en forward with EY included.

— Use of technology, data and analylics 1o ennance risk
wennf cation, audit coverage and test.rg efficiency

— Comrnunication between the external aLdir team and
managernent relatng to aspects of the auait planring and
feedback cycle

— Fnhancing the business understancing of the external zudit tearm,
ncluding through knowledge sharing 10 showcase Pearson digiral
products and pletorme.

The Comrmittee will continue toreview the per‘ormance of the
exrernal auditors oo an annual bass ard will consider their
independenice and objectmty and the quality of the external audit,
tax<ing account of all approprate guicelines

The mair area ident fied as presentirg an opporiuntty for possiole
improvement follewing the previous year's review of exterral auditor
effectiveness related (o the use 0" technology 1n audits 1N response
to this recormmendat on, Pw( nrovided the Commettee and
management with .nsights into the Loe!s and actomavon soluuons
ava.lable and therr feasibility and appropriateness for Pezrson Tnese
INsignts were considered by the Committee ano internal working
group as part of the review o” technology capabilites of the firms
particpatng in the tender process



Audit tender and transition

Brior to the aLdn tender carried out wn 2027, Pearsen's 1ast auch
tender wes . respect of the 1996 year end and resubted in the
appo ntrent of Prce Waterhouse (a legacy frm of PwC) 2s auditors.

As ndicated nilast year's annual report. Pearsor conductes an aLdi

conuract render it 2021 10 selecr a new external zaditor for the
financial year ending 31 Decermper 2022

Tender process

A Stecring Committee, led by members of the Auci Commetiee, was

established 1o mansge and govern the audit lender process,
accauntaole to the Audit Commuttee, wh ch ma nraired overall

ownership of the lender process and ensured that It was run in & fair

and balanced menner The Steerng Commnies was supporied oy a
warking group, ked oy the Jepaty (RO Key steps w the onder
process mctuded

— Ine reguest for proposal was issued 1o firms in March 2021 Tae

tncument, Pwil was not irvited T oin The orocess awe 1o
rowation reauirements.

— Acomprefersive datz room was estanhshed te provoe the firms

with sufficent iInformanor ro design ar audic plan, irauding
finaricial reportng, accounurg papers, tax and treasury msights,
r sk plans, inancian cantrols and polices, aid Aucit Commiitee

papers A QRA process Aliowed The firms 1o gsk avestions on the

conent of the dats room or request further informrat on Fom
mManegerment

— The dua frrs narhopated N 3 senes of meeungs with
manzgerment from across the business, which provded an
opoortanity fof the lirms 1o ask questors ar sing from ther
review of the data room, ss well 35 enzbling manage~ent 1o
interact d rectly wizd eachn proposed audit team

— Tne Audit Commiztee riervicwed the proposed lead and second

audt parners from each firm a1 a sessicr wich enabled the
Comurtes 0 praoe I7e 1rns on thar quallty receres, techn cal
experuse and planned audit aoproach. amcng cther things

— Eachiirm provides an tndepenaence assessment &t the stast of

tne process, detallng services currently proviced to Pearson, ard

confirmanon of their ab.ity to achieve indenenderce wirnir the
reguired pmeframe. These resporses were reviewed by
MANagement 10 assess Cans stency Wittt Pearscy's own

255e55MENT anc Incependence statws was reconfirmen ahead of

the conclus on of the process

— Reference cnecks were undertaken by 1ne Audw Commiiee Char,

CFO ana Deputy CFO with comparable companies, seekirg,
INsZhis inrG matters suem as the firms’ abinty 1o challenge
manzgement effectivety use of technology ard tools, diversity of
workforce, and corfdence in the team’s expertse, aceredirarion
erg experence,

— Wnitten proposals were received nApr) 2021 and ne
partonatmg firms presenien Tnerr proposals o he Steenng
Commrites ir May and june 2021 with eacn firms 2lio being

iy ied (0 provice a dermanstralion of 1s tecrology and analyucs

capabiilies 1o a wicer groun of Pearsor coliesgJes
The prnaps: eval.duan cugna used 1o assess the firms ncluden,
— AJd U Qualty, rcluding te Irm's interral ano external audit
MSPRC 0N resalis the ongo Ng wor< o resoect of ouahty peing
undertaken by the firm, haw the frm waould dppraech ereas of
signif cant rsk, and Fow e irmowg gl challenge managemert

— AJydtApproacn and Experience - the canaoil ty of the proposed
2Jdit teaTs o Lnderstand Pearson's business madel, orporate

structLre, cnallenges gre opportunities end their plars te deliver

z obust ang effective 2udt
— Suppler Capasniy, ncludicg cualin of tecknelogy solutions, Lse

o & data-drven audit, and broader supolier assessment irduding

each firr's focys on DF & susianaol ty and invesimrent n
s pecple

Following a detaled review o the performarnce of eack iwm danng
rhe process and ar evaluanon aganst all cricer a the Steering
Comrniiiee recommenced Ernst & Young LLP (EY) as s preferred
canddate Tne ‘actors comrbulng to the selecnon of EY as the
preferr2d candidate included & nign-guality and cxpencenced audit
1earm w th the pariners showing an appropn.aie elance of sen or iy
810 a hands-on approach; a clear Coneept 1o 1S 2udt approach
which demonstrated delverability snd is ahigrned witn Pearson's
operaung made! and snared service centre struciure, 30dits
technology and irnovation cepzbilines

In accordsnce with s[eLLLory reguirements, a "enart an the lendsr
select on procecure aro conclus.ors was prepared and val oated

by the Audit Commtree The ALdic Camrmrittee anc subscguently e
Boerd epproved the recommendsation to apooint LY In june 2021,
the Corrpary annguncedd the Board's inment onio probose
shareholders at the 2022 AGM that £Y be appointed as the
Company's statutory suditor for the finarcal year endirg

37 Decerrber 2072

Audit transition

Foliowing he selection of BY 83 Prarson’s new exterral aucior,

3 governance stracore was astablisbed 18 manage e audit
wransition This compnises a Transitar Steernrg Comm ttee led by
the Deputy CFO, and & Working Group, hoth of which include
representatives af Pearson, Y and PwC The Working Sroup reviews
key transmion m lestone progress and provdes a forurm ta escalate
any Nsks aNd ISSUBS A SUTMIMary 15 Ther shared witn The montriy
Steenng Jammities

Regulsr updases Fave neen prowded ta the Aucit Comrrrttee s nee
the selecion of BY. As part of the shadowing process, FY's lead aucn
parner eiiended Audi Commuiee mestngs 11 December 2021 and
Februany 2022 accompaniec by cther Tembers of the FY tearn
where appropriaze

PwC remaned Pearson's coditar for the francial vear ended

37 Decerber 2021 and a resolution w i pe proposec 1o
skarenoiders st the 2022 AGM to appoint EY as the company’s
statutory aud tor for tne financia year ending 31 Decermber 2022

Compliance with the CMA Order

Pearson confirms that i was in compuance with the provisions of Tre
Statutcry Aucr Services far | arge Companies Market Irvestigsron
(hMandatory Use af Corpentive Tencer Proceases ard Aodit
Comrnitee Responsibilic es) Grder 2074 duning 12 9nancial year
erged 31 Decernber 20271
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Review of the external audit
During tie year, the Commettee discussed the planrirg, concuct ana
conclusiars of tne oxzernal audit as 1 proceedes

Avite jaly 2027 meeting, the Commitiec a scussed and approved the
external audit plar and reviewed the key r sks of risstaterniert of
Pearsor's fnancig’ staternents The extarna. audtors proviged an
Jpaate Lo the nisk assessment sl the Secember 20271 (omimittee
mnecting fol awing the acquis.lion ana disposal frarsactiors inthe
second half of the vear, These risks we-e ther conf rmed as fna' a:
the concwsor of ther dadit of tne financal staterients 1 Feoruany
022

Trie lable on pages 109-110 sets out the sgndicart issues

cons derec by the Cornritee tagether with detars of Fow these
items have peen addressed. The Comnmittee discussed [M1ese 55085
with the aud.tors at the ume of their revew of the half-ycar rienm
firarcal statements injuly 2027 and agair at the conclusion of ther
audit of the nraraal statements for the ful year in Feraary 2022

In Decernber 2021, the Cormm ttee discussed witn the auditors the
status of therm work, focusing ir particular enirternal controls ang
Sarhanes-Cxley testng

As the audiors corcluped thei- augi, they explaired to the
Cormttee,

— Trework they had condected over "everue, .ncluding Sver
contracts .n certam of the Groug's pusinesses in the US ard LK
that span year-end, where revende s (eCogrised Using estmated
percentage of completon based on costs witn a snecihic focus
th = year or managerrent’s cnatige N revenue recognion
methads ogy tor S Siudent Assessirent

— Their work In evalianng maragerment s gondwll mpairment
BXeTSE, ON @ ValLe-In-use Gasis rouding assessing 8ssdmnions
grouna the cast-generaling Jnit (CGU) reassessment, goodwill
realiocetior, operat ng cash flow farecasts perpetuiy growth
rates and ciscount rates

— Tner work 1 8ssessing management's Judgements and
assJrrpuons regsrding the impairment of ts aght-of-use assets

— Ther oroceaures performed to audi e mater al acquisitor ard
d sposa’ compleied in the year in adait on o evaluatiig
management’s Judgerent that the busnesses Lrder srategic
review do noT micet 1e [FRS 5 Crena 1o be helo for sale at
31 December 2021

— The work performed over the nature and preseriation of
ad,usting nems, focusing an sabjective juagements and the
ransparency wilk which reiated adjusted measures are
proserted, n particular the exclusion of costs re.ated to major
restractunng programmes

— The resulls of therr contrals test.ng for Sarnanes-Oxley ACt secuion
454 reporting purposes ana Ir suppoert o tneir f nardcal
statements sudit

— The resuts of their work over the cornpary's going concern and
wahility statement reparts

— Theirwonkir relauon e other matters which are not classified as
key audt matters, but may give rise to addinional disclosure
requIremnents e.g. RENSIONS

~- Tne work performed over the carrying value of imvestments in
subsicianies for the FPearson plc parent company

The auditors also reporied to the Cormmittee the uradjusted
misstatements that they had foung i tne codrse of thelr work whicn
were immater.al, anc the Committee con’irmec that there were no
matenal temns remaining unadjustec in these financia statements,
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Auditors’ independence

None with best pracuce. au” relstiorship witn PwC s governed oy
Gar policy or externa aud 1ors, which s typically reviewed and
appreved anruzlly by the Commuttee. The policy e<tablisnes
procedures to ersure That the auditars ndeperdence s not
Comoromised, 25 wel as oefring those non-aucit services tnat Pwl
Ay Or May rol provide 1o Pearson Any allowable services are m
accordance with relevant Us and Us iegizianior ano auditor
standards. The policy takes 1Mt account certain voluntary
commitments oy Pwl regard rgirdependence and aophes to all
FEarsor pusnesses noedlly, icluging 35s00ate Companies,

Tae Corrmitter approves all audit anc nor-gadit senv.Les provioes
by Pl Uur policy oo use of the extoral auditnrs for ngn-aadin
services camples with the FRC's Rewised Erhizal Standard pubhsted
In Decarber 2079 The wlancard 30oiles restncl’'ons on cetan
non-audit services ard spplies a cap or the level of perrritted
non-audi services fees which can ke bilied o any year The paol ¢y
aiso reflec:s the restriction or the use of pre-appraval -nthe 2016
FRC Guidanze on Adoit Cammittees and, a.car Singly, al non-audit
senveces respectve ol value, are required T be appraved by the
Committes I partoular, we expressy prefibt the prevsion of
cerigir tax, HR ard otner services by the external aaddor. We -eview
NON-3UCiL 5eVILes 0N & Case hy-Case base, mcuding reviewirg the
ongoing effect veness anc anprognarencss of our pohoy

Tme Comrmittee receives regular “epcs sSLMMEnNsing 1Ne d oot
of fees paig to the auotors, Duag 2327, Pearson spent £0 4 lass
on nor-audt fees warh PwC compared with 2020, rduding due o
1ne absenze of comfort etters for ootertial pard iss.es and cettan
LIS reguiatony fings. For 2021, no--augit fees represented 2% of
external audit fees (8% 0 2020)

For all non-gudit work 1n 20217, PwC was selected only after
consideration tnat it was oest abe 1o provde the sermaces we
renuired 51 6 reasonanle fee anc within the terms of our policy on
exierna audors wWinere PwC 15 selected to provide aud t-relzten
SErVICES, WE T2 INT0 3LCCUNT TS OXISINE knowleage and expenence
of Pearson. Where appropriate. setvices were tendere prior 1o a
decisar being made as 1o whether to award work (o the audiiors
Significant non awd T work performed by PwC daning 2021 incladed:

snfia bond assurarce work
— half-year review of mterir finarcia’ staterments

Afull staterent of tne fees for audit ane nen-anair services s
provides ir noe 4 (o the financel statements on page © 08

1 e

Tim Score
Chair of Audit Committee




Significant issues considered
oy the Audit Committee

- ) ) ) Action taken by Audit Committee Outcome
Goodwilt allocation and impairment reviews

— Pearson carnes sigrificant goodwill and  — The Commiitee corsiderec the impact of the — The Committec 1s setsfled with the

other itangible asset balances Awa
result of the new sirategy and
organisation structure there has been
# change in the ceterm natior of cash
generating units and gocdwill Fas been
reailoraten There are sigrhicart
2SUMares arc assumrpnons used in the
impairment revieyy. Pearson kas made
signif cant mpairrments o goodwal!
across avar ety o° its busingsses in
past years.

Going concern and viability
— Tne asseszment of the Graug's viabiity

ard tne sppronnateness of the going
COTCOrN AssuMEnorn.

Acquisitions and disposals
— Pearso~ finalised tre dispasal of its

inierests nine Pearson Insutuie of
thgher Zduzanon (PIHE) N Sauth Afr.ca
ard s K12 Sistemas business in Brazif
In addiuon, Pearsan announced a
strategic rev ew of its internatanal
coursewdre local puohsning
DUSINeSSes.

Pearson acquired Fasthre Holdings Py
Lirited, increasng its ownershig from
9% 10 100%

Cew sirategy and orgaasation design on the
determnauor of cash generating units and in
parucular the level at which goadwillis
monitored The Cormmirree reviewsd the
reallocation of goodw I across the newl
deermried cash generaung Lris

The Commitlee moritorec the Group's plans
and forecasts dunng the year to deterring i
there were imparment 1riggers The
Committee Considered rhe results o’ the
Group's goodw lhimparmert reviews which
were undertaken in December and refreshed
pUSLyear end Key ass amnonors - 1nclad ng
casn flows de~wed from cirategic anc
operaurg plans, long-term growan rares and
the woighted average Lost of capital - were
reviewad and challerged The Commitiee
conscered the sens tvies 1o changes in
FSSLMpUONs and the aceguacy of distlonares
recured by 1AS 36 tmpa rment of Assets'in
relauon to the Group's CGUs

The Cormittee revewen future pudgets and
casn flow farecasis to understand the Groun's
ava lsole hquiity and ability to cortirJe as a
going concern. The Commitlee reviewed and
chelienged tne nsks wensfizd to e ‘orecasts
The Commitiee enewed the calcomre of tre
severe Bul plausnie scenano maodeling and
stross [estirg

The Commitlee eviewed the accouting fcr
the thsbosal of PIHE anc the K12 sisiemas
ousiness with speci’c [0 on corsdeation
ret assets disposed and disposal costs The
Comm tee alsc reviewead tax assumptians
refating o the oisoosal transacuors.

The Cormittee ~eviewed Lhe status of the
strategic review o' the Internatioral
touLrsewar e foCe! DUDNSHIr g pusingsses ang
cansicered th s against the IFRS § criena (C
be classified as hele for sale.

The Cormirtee “eviewer the accountng for
the Factnm with specific focus ¢ Te step
ACCUISITON aCCOUrTIF g, CONSICEranor net
assels aLqJyirec aud ng e valuatnon o
Langnles ana the recogmiuor of goodwl
The Corrmities natea the use of thire party
valuaton expenis (0 valLe the acquirer
INtangicie 4ssets
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determirauon of cash gemeraung un ts anc
“he sssocated gondwll reallocanon

— The Commities is sztslied win the arnual
Imparmrert review with confirmation of
sufficient heacroom in eack of the cash
gereraing Lnis

— The Comrittee 15 satisfied with the
disclusures relarng to goodw 11

— The Commattes s seushed vath the
mooeling pracess and the ngks idenuf.ed,
In addivon, The Sommrittee is satsfied win
the stress tesuing performed and the
severg but plausible scenano madelling
The Committec nated that In all scenanos
e Groun had @ high leve! of hqu diyy
heacrooT arc suficent headroor agamst
COVENANL requirerments

— The Committee 13 szusfied wih the
assessmer: of the Group’s viabiliy and s
senshed thar the Group 1s & going corcern

~— he Commitree 15 sausfied with the
disclosures relaied 1o gaing concern and
wab ity

— The Commitice determined that disposal

accournirg for PiAZ ana the K12 Sistemas
boginess bad been aporopnatel, recorded
~ he Commtiee slso agrecd hat tne iFRS 5
criera ta be classified as hel for ssle i
respect of e fnterrzl onal basitesses had
not been met &s et 37 December 2027
-~ The Commitiee determined thar ne
3CqJis uon accountng for Faetbm rac
been Lnderaken appropriately bul notes
ALt TEMaIns Provsional as at
31 Oecembe- 2027



Audit Committee report continued

Issue

Revenue recognition

— Pearson has a number of revenuae
streams where ravenue recopnilion s
complex For some reven.ie streams
signif cantjudgerrents and esumates
are required in order io determine tne
amount and tming of revenue
recogntion, Duning the year Pearsor
made a change to the methodoiogy 1o
recognising revenue in relanon o Us
Sldaent Assessment Lontracs

— The determiraton of approprate
provisions for sales returns requires a
signif cant amoun? of jLdgerment,
particufarly nrelat on 1o courseware
saies in the Higher BEducation dwision

Property asset impairment reviews

— Pearson holds significant night of Lse
235005 11 relalion o leased properties
Tne property portfolio has been
simplfied, significantly recuaing the
square footege requited Tne r gkt of
Use assets have ronsequently been
impaired There are sigrificant
estMmates arc assurrpuons Jused In the
Impairment review.

Tax

— Fearson holos provisions Inrelalor 1o
uncertam tax DDSI.’IOHS

— In 2027, Pearson paid £105m {(indluding
nterest) - reabor to tie EU stare aid
mat.er and this amourt Fas been
I’&‘(DgHISEd as an asset as it s FXPCE[CC
0 be recoverad In due course

— Changes to, and tne applicatior of, 7ax
legislation continues Lo be a complex
ard judgemental ares

Action taken by Audit Committee

— The Commuitiee regularly reviews and

challenges revenue recogninion prachices aned
the urcerlying zssumplions anc estimates 11
adaition, the Committee has wsibility of
meernegl aucit findings relatng to revenue
rerogniuon controls and processes and
reLnnel moniters the views of excernal
AUGILOrS OF revenue recognilion IssJes.

The Cormittee reviewed the basis for the
change 1 the methodology ior the ~ecognition
of revenag e reat on e LS Studert
Assessmert I particdlar 1ne Commrittee
noted that the partioke metnod errployed
would not ciffer mater ally from measuing
the percentage of cornpletior at the imdmdLal
contract evel

The Corrmistes corsidered returns
pravisioning for coursewzre salesn the
H.gher Education divsion ard rev ewed the
methodalogy for estzblisning orovisiors,

The Committee monstored the Group's
prooerty straiegy during the year to
octernng If there were Impalrmen: Tggers
“he Committee corsidered the 1esuls of the
GroLp's properly mparment reviews with
snecific focus on the 80 Srand and Hoboken
properties Key assumprtons — ncluding
potenusl rental value, expected sublease
curat ons and te'ms such as rent free periods
- were reviewed and challenged The

Comm tree considered the adequacy of
related disciosures Tne Committee noted the
mpLt of third party property speciahsis ir
determ ning the key assLmplors.

The Corrmittee considerec vanoJas
developments durirg the year, ncluding
Pearson's ongoing response o the Furopezan
Cammssion's decision that the UK's Firance
Campany Partial Exempron rules corshtuted
staze aid (B state aii) The Commitlee noted
thar amounis were paid i1 -elzhion to the EU
stare aid matter and cornindes to conoar wizh
management that no provision 1s required ‘or
this item

Outcome

— Tne Commitiee 1s salisfied that rever e 5
be ng recogn'sed appropriately

— The Commrittee s satistied with the
distlostires regeiding tre LS Stucent
ASSESSIMENL [ evenUe recognition
rmcthodology thange

— The Commitee was sal-sfied that ime level
of provisions hed for sales returns s
adequace

— The Comrmrittee 1= setisfied the wth the
resdlis of the property irpairment rev ews
ana the sabsequent impa reert charges
recogrised nthe INcome statement,

— Ire Comnrtiee s sausfied that the charges
relate 10 & Maor restruciurng programme
and so meet the Grouo's critena 1o pe
excluded frcmr adjusted pe-forrrance
measures

— The Commiuee Is szlsflied with the
disclosures relating (o property
mparrents

— The Commiitee was satisfied with
Pearsor's epproach to managing the
mpact of tax legislation changes and
agreed with the wviews of maragement
regarding iax prov.sioning levels

— The Commitlee was salisfied with
Prarsor's approach o the EU stare 3 d
matter including the recognition af ar
asse? v relanon to amounts pad n 2021
and ongo ng disclosure of this contingency.
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Risk governance and control

Internal control and risk management

The Boerd has overall responsibilicy for Pearson's systems of internal
control and fisk managenort, which are designed o mansge, and
where possiole m ngete. the nsks facing Pearsor, safeguard assets
ard provide regsonable, bLt net absolute, assurarce against matenial
fimangial rrrsszaternent or loss. Tre Board agrees risk management
requirerTents and. n assessing the effectiveness o' the ris<
managernent effort. reviews a range of mpots ss descabec
elsewhere in s report. The Baard can sno does chaltenge the
reporting treceves anc will reauest further infor Tation as needed
T make 115 gssessment.

The Audit Committee maoritors the effecoveness of the compary’s

r sk maragement and internal control systems or bekalf of the
Board The Audit Committee oversees a risk-based irternal audic
prograrme, INCuting penoot agcits of the risk processes eCross
the orgamsation It provdes assurance onthe management af tisk
(including risk deep dives, as described on page 104), ard recerves
reports on tne efficiercy end effectiveness of mrernal controls with
irpur from the Depury CRO and exfernal auoor Fach business ares
MalnLaIns INteTnal cor 1rols and procedures apnropIate 1o 1s
Struciure, BUSINess envrarment anc nk assessmeng wh le
caTply ng with compary-w de policies, standards and guidelines,
These controls and procedures are monitored and certified throug
The Group-wige Contrals Centre of Sxcellerce and are sugrect fo
1esurg as part o both the irternat end external auct proucesses.

The Baard corfirms that 11 bas condacted and conur ves throughout
te yeer to review the effect veness of Pearsor's systams of nisk
maneagement and miernal conirol in accordance wth prowision 29 of
the Coae and the FRC Gu dance on Risk Managemen:, (Nterns
Contro! anc Rela.ed Finargal ano Business Reporiing (FRC
Guidance). In migking s assessment as to the ef'ectiveness of these
systems “or 2021, the Buard hec regard To ar assJargnce opinior
To irterne! Audi Faciors consdereg in this process included.

— The outcomes of rirer Al auchs cornpieted dunrg e vear

— Signhicant ¢harges in Pearson's obreciives and systens

— Tne wider Pearson risk management ard assurance framework
which indlides other assurance 2roiviies by frat and second bne
of defence teams ircluding enterorise nsk maragemrent. the
Controls Centre of Excellence, d visional anc technalogy

assUrance 1egms

— Work conducted by the exrernal zad tor
— The arganrsatons response Lo rternal aud' aCrors

— Whether fundamentai or s gmificant actians have rot been
accepred py manegement and the consequent nisk

— Whether any t m.Iariors nave been placeo ar the scope of
trizermial zudit

The Board reviewec Lhe detal underpirrirg these factors as part of
the 2027 year end process Following this review, the Board confirms
that Pearson’s systems of fisk mznegemrent and niernal contrel
operated sats‘actorly throughaut the year and ta the date of ts
repart and no significant failings or weaknesses were denufred in
the review process

The Board is ulumately accountabie for effec: ve risk mariagemeni n
Pearsor and determines our strategic epproacn to r sk It confirms
oJr erterprise tisk management framewor< as well a5 our f1sk
appetie targers The involvernert of the Board and Audit Commiriee
Ir ke design, implementauon, derulicauon, manianng srd rev.ew
of ns«s {includirg setting risk zppetie and revievaeng haw rizk s being
embeddec in our cultire) is outhned in more detail 10 the risk
mManagemert section on page 60

Annual report and accounts 2021 | Pearson plc | 111



Risk governance and control continued

Financial management and reporting

There sz a comprehersive strategic planning, budgeting and
forecasting sysiem with an annuzl operatng plan aoprovec by

the Board. Marthly inarozl information, inouding traging resJlts,
patance sheets, cash flow statements, capiral expend tures arc
mdebtedness, is ceported against te corresponding figures for
the piar and arior years, w th correct ve acuon outlned by the
anpropriate senior Executive Pearson's senior management meets
regulzrly with business arez management 1o review tne r busiress
anc fmancia’ cerformance against plan and forecast. Major

r sks relevant (o eacn business avea as well as performance agaimst
the stated financial ana stralegic onjeclives are reviewed in

these Teeings

Thergis 2n argoirg process 1o monitor the risks arc effectiveness

o’ controls Ir relztor 1o the finarcial reporung anc tonsolidaion
process, mcluding rhe elatec informatior systems Th s inciuces
Lp-to-date Pezrsan firancial policies, formal recurernenis for ‘inance
o certfy that Lthey have been in compliance with policies and that the
cantrol environment bas been mairtainec rroughour the year,
cansolication ~eviews anc analysis of maleria: variances, finance
technical reviews, and review and sign-o*f oy senior finance
manage s The Group fina~ce funciion also monitars and assesses
these processes end controls through finance ard technotogy
cophance functions and g Cortrols Stecring Comrmmittee camprs ng
crass-fuactional experts

These controls ncluoe those over external 1manaal “eporung which
gre docurrented and tested v accordance wach the apphcste
regusatory regairements, ncluding section 4G4 ¢f the Sarbanes-Oxley
Act which s relevart ra oar US listing One <oy control b this ares s
e Verndcauon Commities, which submits repods o the Aud.i
Commitzee This Corrrittee 15 chaired by the Compary Secretary,
anc members incdude the Ch ef Financial Officer, the Depury Cn ef
Legal Off cer end senior members o the inance furction The
primary respansibility of this Committed 15 To rev ew Pearson’s public
reperling anc oisclosures prior (o release 1o ensure Mat irformaton
prowvides 1o sharerolders is compiete, accurate anc compliant with
all applhceb.e legislator and listing regulations 10 addition, our
separate Mar<et Disclesure Committee s responsible for considenng
potenual insice miformator and s reatment ir accordance with the
UK Market AbLse Regalation

The effectiveness af key firancal controls 1s subject to manegement
review and sclf-certificanon and indeperident eveluation by the
exterral auditors

Treasury management

The treasury deoartment operates witnin polices approved by the
Auad 1 Committee on behal” of the Boarc, anc treasury transactons
and pracecdres are subject 1o regular irternzl zudit Major
transactions are authonsed outside the department at the requisite
level, and there 15 an appropriate segregation of duties Frequent
repo‘ts are made to the Deputy Chief kinancial Oficer and Chiel
Financal Office~. Regular reports are orepared for the Aucit
Comrritlee anc an annual 7isk review: meeting takes place hetween
the Trezsurer and Audit Committee. The TreasJry Policy Is described
inmore cetatlin note 19 (o the firanaal statements on page 183,

During 2021 the Augiz Comm tiee autnorised tne acdi on of Fitch 1o
rate Pearson Fund ng plcs outstanding hond debt and erndorsed the
Groun’s approach to ransiioning 1ts 1oen and dervatives portfolio
away from Libor The Commitee recervec regular reparting on
liguidity, foreign exchange and nterest-rate r sks and compliance
with laws and regulat ons

112 | Pearson plc | Annual report and accounts 2021

Insurance

Pearson reviews s risk firancing opuons regularly o determine nows
the compaty’s msdrable risk exposures are manzged and protectee
Pearson anruilly reviews coverage against Insurable sk, insurers
and premium sperog, ensuring the programme 15 it for parpose and
cost-effective

Pearson's insurance subsiciary, Spear Insurance Corrpany Lirited, s
Jsed 1o leverage Fearson's risk retenuon capability and 1o acnieve a
balance between retain ng insurance sk and tansfernrg it o
exeral insurers

Tax
Ihe Beard bes delegoter reaponsbiliny for the ntegniny nf ingncial

=8
reparting and risk management to the Audic Comrittes This
Incudes setting tax strategy and manitoring tax nsk, Tne Tax
Deparimen t eports ai least annualiy to the Audit Corrmittee,
Regular updates are provided to the Deputy CFD and te CFO

trougkoJt the vear,

Pearson publishes ar annual Tax Report contaning informanon
aDoJT our tax strategy, governance and rs«< manzgemcent aopreach
as well as oLr atutuoe (o tax plarning and being trarsparent with tax
authonties OJr approach Lo ax s gl.ded by our cornarare values
and by our Code of Condudt Qur t2x prinaples have been pLbushed
on our corperate websize since 2014, ana they guide Lax strategy

at Pearsor



Directors’ remuneration report

Sherry Coutu

Committee Chair

Image removed

Key messages from the Remuneration Committee

— Dunng the gear, the Commintee undgieitook an extenyve
engageTert exerase Lo further understand the wews of
<ta-chalders and how Pearson can ergage corstructively
with 1S shareholders and adwsors gomng forward.

— The Commitee is Commitied 1o ensunnag | emune ation
policies arc practices &cross the company effect the !
forward-oc<ing straregy ana Pearscn £ recently refresnea
DU RDSE, MIsson, visio and valLes,

— The Comm Tiee revewed oerformance rmeasares and targets
gnead o 2022 The sirzregc elerment of the AIP hes oeen
sirplified arc reflects the focus on acceleranon of growrh !
through digital nnovauor and further establ shing Pearson a5
a pUrpcse-anven Compary This indodes tan ESG metnes
ahgned to Pearsons stretegic pillers Tre quant ilable straregic
targets have been d sclosed prospectively for the first ire to
ade rarsparenly

— The annoal moonieg outiome “or Execanive 2iregtors refects
Fearson's straiegic, operational, and financial progress n
2027, wik profit and cash ‘low ahead of onginal expecienons

— The Commitzee completed 2 thororgh erd holistc review
aneaa 0F the vestng of the first rranche of the co-mvestrment !
award for the Chel Bxecuove, takirg inma account the
perfarmarce underoirs as veell az oroacer compary
performarce and the expenerce of stakef olders

-— There will be a 2 5% salary inccase for the Chief Finan
Qfficar 2022 The salary tor the Chiel Dxecyuve remains
fixec anui 2023

— The Comm tee remains focused on ensaring the
rerunerar on attargements - place ‘or the broader
EIMpIoyEE POPUIBLION 2Te LONSIStert vialn tNe nees Lo atiract
Ao retan the fight talent for a aigital futue The Committes
SOUEht to engage with employees on the gxecutng oay and
wider rewarc matiers througk 2 numoer of channels during
the gear ncludirg wia e Employee Engegearment Netwok

Terms of reference

The Commitiee's terms of ~eference are :m ire with tne 2098 LK
Corporate Governance Code anc are avalatne an the Governance
page of the campany's website at pearsorpic com (A symmezry o the
Committee’'s responsibir s s showr o page ~30)

Board Committee attendance

Atierdance by Directors a1 scheduled Remunerziior Cormitiee
meenngs throughout 2021

Meetings attended

Skery Couiu 7 7/7
Dame Elzabeth Coney 77
Tim Score 797
Sidrey Taurel 77

1 Dame iizzeer Carle, revigres ror tee 3a2'c arche om T Uer or
T Deremvper 302

Dear shareholders

Cn behalf of tve board. | am pleased to prosent the 2027 Directors’
Rermunerat on Report

This 15 ry frst repart as Chair of Pearson's Remuneraticn Commitree,
havng succeeded Dame bl zzbetr Carley in September 2021 My
tharks to Came Elizabetn for her exceptional leadershio s nee April
2005 and to Sidney Tawrel, Chair o the Boarc and member of the
Committee, for therr support as | stepped into the role We v
welcame Esther Lee, bon-Execit ve Director, 1o the Commitzee from
© Apni 2022,

20271 was the first fLIl year under the \eadership of new Chief
Executve, Andy Bird At the begriming of the year earson
announced d New strategy, wh.ch aims to reposision Pearson for
sustanable and profitable growen end create lang-erm shareholder
value, Since then, wark has been undceriaken to embed the strategy,
evolve the culture and successfully ransiion Pearson to a d gitel-first
lifelorg learmmg company More recertly, Pearson has refreshed its
purpose. 7155107, vision and valles - we add | ‘e to a | ferime of
iearn.ng through creanng vibrant and enriching learmirg experiences
designec for real-iic 'mpact, so everyone car realisc the Iife they
imagine 3o ng forward, strategy, pror Lec and benaviawrs wll be
anchored eround this Qur remureraton approach, which draws or
Inpu: fromr key basiness funcrions arc other stakeholders es well és
beirg caia-dnver. will also reflect ihis refresnea forus

Pearson made strang strategic, operational anc financai progress .
2027 and delvered a robust ful-vear performance, with prof
exceeding originai guitiance Strong anc effective leadersnio is
reposinoring the husiness, drving digital imnovanon and en
Increzsed fotus 0N tne consurer tirpugh 1ne laurch of 2earson>
The company s well placee ro bule an this momerium and 'ogks (o
the futLre with confidence

In 2021, Pearson ircreesen its d videng, ir Ine w th aur progressive
and sustainzble divicend policy, and dic nor access government
fLnding or Lake advartage o° the furloughing pragremme SLpporing
oJr emplnyees, cLslomers, partrers and broader stz<eholders '
coninued to be at the zentre of Pearsan's response to COVID-19,
with the protecuion of cur errployees' neaith. safety arc wellbeing
rermaning a key Brof by This was a fotus for dstussion at e
Fmployee Engagerent Nelwork (EEN] duning the year Further, 2021
saw Pearson hold its first "Global WELL weel!, 1o highlight the
impaortance of wellbeing, botk inside anc outside of work, promote
relavanl benefis and orogrammes ana learr new wa s (o moprove
employees own emaronzl physical firznggl and comr anity
welbeing

Shareholder engagement

vhile the Corrmittee was narurally disepponted oy (the significant .
minonty vole 2gamst fe 2020 Direciors’ Rermunergtion Repott at the

2027 AGHM. we very mucn appreciated the support receved from the

mejoity of sharebalders 2and took very seriously o' feedoack recened

before anc after the meenrg Cantnu ng Pearse~'s comminment Lo

an angong 2nd transparen: dialoghe witn shareholcers snd ther

AMVISELS, AN exX1ens v ergagemert exercise was carned oLt dunng

the secoma nal® of the year

The purpose of this exerc se was to discuss how Fearson can engage
constructively going forwerd and Lwodld ke 1o ta<e this opporturity
o trank &l those wno ook the tme 1o spedk with L5 over the lest
year The conersa ons Land ather mambers of the Comruttee ~ad
were invaluable ang underlined several imporian: areas or the
Cammitees consideraton 2s we loak 1o the future

White skarenclders rerrair very supportive of Andy Bira, tney
highlightec tre importance o' the Cormiztee’s essessment of the
performar ce underoins ertached (0 the co-nvesirrent award
granted on h's appointment for which more detall 's orov ded wiinin
this report
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Directors’ remuneration report continued

In addit:an, conversations focused or forwerd-locking remuneration
arrangements, ‘n parucular the aerformance framework end the
ncreasing trend rowat 4 use of Ervronmental Socal, dnd
Governance (ESG) measures. The Commitlee 1s comTitled Lo
CnE.anng sty fature incentive framework contmues 1o have clear and
meeasureble performance targers,

Vesting of the first tranche of the Chief Executive’s
co-investment award

The first rranche of the one-off co-nvestment awarc granted 10 Andy
Brdir order ro secure h s appomniment vested following

21 December 2027, Vesting wias sabject Lo acnievernent of
perforrmance anderpins linked te siralegit uragress and there peng
na significent FSG issues resdlung =1 sigmficant reputational demisge.
These underpins are sntended 10 guard aganst payrrert for falure,
ensJning the Committec car reauce vestung it nits opinion the
performeance of the basiness or the namvidizi does not sLppart this,

The Commities was pleased 1o see ihe performance delvered during
2021, m parucular the sirorg strategic Dvogress mace 1 addition to
assessing the underpins, the Commitiee undertogk a thorodgh anc
robust review pracess wnick considerec a holistic view of the w der
stakeholder experence, including that of snarekalders, employees,
rustomers, and supphers Querall tre Commuttee deterTired that
the frst tranche of the award would vest in full end full disclosure of
the Comm tiee's celiberauons inth s regard 1s or page " 22

Shares vesting remair subgectio a holdirg penod uni | 31 Decerber
7073 The remaming tao trarches of tae aware will vest following

21 December 2022 znd 21 Decemper 2023 respectively supject o
the relevant porformance underpins anc Andy B rd's conunuet
empoyment at each vesting date.

Incentive outcomes for 2021

Pearson delivered adjLsted operaung profit anead o market
expeclations. This sirorg T nanc al performance, as wel as the
encoureging strategic progress made during the year, resulted in a
forrulaic Annual Incentive Plan tAIP) outcome for Execut ve Direclors
of 63% of maximum. The Corrities corducten anin-depth review
ofthe formulaic oulcome in Corsicernng its appropraleness, 12king
INCC ACCoLNT strategic dewvery, company snd individual performznce
as well as the expenence of broader stakehaoiders over the year.
Gverall, the Committee was sausfie¢ that the fermulaic outcorme was
reflective ot the performarce achieved

The Long-TerT Incencve Plan (LTI awerd granied n 2019 will lapse
in fusl. Nether of the curren: ExecJtive Directors peruc pated in this
award

Looking forward to 2022

Ihe Committee reviewed the salary of Sally Johnson and approved an
increase of 2 5% for 2022 This increasc was rrade in ine with the
approach taken to salary ircrezses across the UK. Andy Bird's salary
rernains fxed urtl 2023

Executive remuneration framework and alignment
to strategy

Our Directors' Remunerauan Palicy (Policy’} s intended to support
Pearson in achieving 1.s purpose while driving long-lerm sustainable
value for sharcholders. It also reflects the provsions of the LK
Carporate Governance Code anc evolving market practice.

The Commuttee reviewed the implernentat on of the Policy zhead of
2022, in parucular short- and long-term perfor Tance measures (o
ensJre these remain appropriate ard aligned to the forward-locking
strategy I3 its consderacons, the COMmmItiee 1eok nta aecoant
‘eechacx receved from sharenolders znd their adwisors curing the
recent engagement exercise

The AIP for 2022 will continue to be based on & bzlanced mix of
financial and strategic measJares. The strategic element closely aligns
tothe forwarc-looking stretegy focusing on accelerating growth
through increased veloory of digal rarsformatior and pusiress
model innovauen and further establishing Pearson zs a purpose-
driven company across product, people and the planet Reflective of
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rhe importance of delwvernirg against cur strategic commitmerts the
Commiitee bas, for the first © me, prospecuively d sclosed annuai
performarce targets i respect of the 2022 siategic measJres - see
page 117 fo- further detall

For the 2022 LTIP, the performance measdres and weignings wl. be
Jnchanged Stretching targets bave been sel taking nio accown:
rternal ard exterral cxpectations, For EPS. performance regJincc
for ullvesung requires significar. outperiormance of ¢ 34% of
current market expectasons Sce page 117 for full getails of tne

argets

The Polcy s due for ns tnenn zl renewal ar the 2023 4CM The
Committec plens to endertaxe a fuli review of the Palicvand s
imptementator durng 2022 this review wll Legin win
considerarion of Pearser’s remuneration philosophy for the wnole
organisal on and consicer alignrrent (o Pearson’s new purpose,
mission, vision and values as well as evalving mar<el practice,
wryeston expectations ard feedback fram ather stakerolders.

Wider workforce

Prarson's remunerannn princinles are corsistont across the
Dreanisaton ana were desianed 10 supnort Pearsons cultuce and 1o
make Pearson an employer of choce able to strract and rerain talent
1o execuie oor dig tzl-first strategy The Commilee receives reguiar
Jpdates on talent marrers and wider workforce considerarors and
actively consicers the approzch 1o renard throughodt the
organisation in deermining executive rem.aneration The Cormiliee
closely revicws relevant pay ratios and pay geps and actively supporis
efforts to make progress ggainst these metrics, The Carrmitize
would ke 1o hyghlight that Pearson wil be votantanly puolishing iis
ethnicity pay gap far Gregt Br tzie for the first time in 20722 and was
pleased (c see voluntary disclasure rates o race and ethnicity In the
UK of 57%

N 2021, a new igng-term ncentive errangemenl was Int-couces for
the Executive Management tearn and other semor managers more
tlosely algned 1o the approach for Txecutive Directors, ensunng the
ertire leaderskip team are all drivng to achieve & common goal

Pearson continues 1o develop 1ts epproach to engaging witn the
workorce, ‘Ask Andy. a new initiative whereby employees can directly
communicate with the Chief [xecutive, has ehaited a number of
questons on pay and oenefits We also rur regalar PLisc Sarvey's
which atlow all emoioyees Lo voice thelr opinion 1IN 3n anonymoJs
way 0N pay competinveness at Pearson Feednack recewed from
both channels 1s reparted to the Commitree where appropriate arc
considered s part of ine decision-making process. Loakirg forward
10 2022, | am pleased ¢ report that executve pay wil be a iopic for
discussion at the EEN, where | am a Board representative | am also
pleased to report that we are doushng the Board representation on
the EFN rom Apnl 2022 witk Annette Thomas joining zlongside me
from Apnil 2022,

Pearson s committed 1o 3 iransparent and posive relationstp with:
all 175 stskeholders and will cont'nue tc cngage widely as approprste
goirg forward. | woulo like to thank shareholders for ther connued
supnort at the 2022 AGM in relation ro our 2027 Direcrors'
Remunerazon Reporl.

Stenry (outn

Sherry Coutu CBE

Chair of Rermuneration Commitiee



Executive remuneration framework

and implementation for 2022

Pearson has a set of remuneration principles that govern pay for the
whole organisation. Remuneration arrangements for our Executive
Directors have been developed with these principles in mind.

Remuneratign principles that apply across the whole organisation

Aligned te
lenger-term
strategy

Reward will be
inkea to achieving
Pearson's
longer-term
Strategy. growt
and sustainabil ty

Pay for
performance
Remuneration
framewark and
outComes are
argnec with
oer‘armance

Market
competitive

Pay levcls wil be
rarket

comper Live, hased
ofi role, grave and
corunbylan o
ensure ng viduals
are farty rewsrdeg
A line with the

Targeted
differentiation

Trere will be
1argered
differennianion of
rewart alross our
employees ynked
5 talent and
performance
Tdnagement

Tailored

The approach s
reward may be
salleredin certan
dreymnstances 1o
address a snetfc
markez/business
need but will be
designed in a way
LN3L IS COrsISIent

One part of the
employee value
proposition
Reruneratign s
one part of gur
proader eTployee
valLe propos non
znd not the arly
reasar o work for
Pearsorn

Taket

Qur Jredtors femunerauon Policy and s implementayon suoperis
oLr purpose of addirg Ife to a Metine of learnirg, our strategy anc
ulumately the delivery of long-lem sustanable walue for al
stakeholders. including our shareholders

In developing me forward-looking Drectors’ Re nerzuor Policy, e
Commuttee haz due regard 10 the UK Corporate Governance Cade,
wicer work’orce remuneration end emerg.ng best practice in relaton
to Exetutive Director remutieration

— Pearson’s remure-ation panciples. as set out anove, were
developed 1o ensure alignment to company culture and
posIlion ~earson as an emp\o)/er of choice, with en aollity To
airac end retain the rignialert (o support she company's digiai
future wrilst recogn sirg that remuneratior s one part of the
troader ernployee value proogsit on at Pearson

— Qur argong exequtive rermunerguan framewars s des gred
be simple, witn tatal remuneratior made up of ixeo and
perfortmance-nkec elements supporting differert strategic
objecives

— Qur remuneration framewgrk and outcomes a-e designed (o be
aligned with performance arrieved:

— Perormance measures seiected “or the AIP and LTiP are «ey
to achiewirg strategic oojecives. The Cormites eviews
performance meas.ures on an annua bas 510 ensure they
CONTNUE IO IF CenivISe TME F gNT managermen: behav ours end
a2ozls

— We cary oul & 1obust Larget-setl ng process each year, takng
Lo acooln Pearson’s strateg.c plar, as well as anafyst
cgnsensus 1o reflect marker expectations, resLiurgin
stretching yat achievable targets for the AIP and LTIP

wirh our
underlying rewsrd
phiosaphy

— Max mum awards under the AP ard LTIP are cappec and
Clearly disclosed in oar Poloy

— Wher determining payouts, tne Committee giscusses if the
outcorre 1s reflective of overall company perfarrance and the
experience of slakehoiders, including sharehalzers and
empioyees, over the perod and, f nat, has discretior to adjLst
outcanres

The Cemmittee 1s mindful of reputational and other risks
when inpiernertirg the forward-lookirg Directars’ Remuneraton
Policy and derermining odtcorres far Executive Directors and
seMoT managertent The company ¢5c has salegrards mplace,
such as malus and Cawback prov siors and 2 two-yoar holding
penod or the LTIP, as weli as robusi shareholdirg guigelines
which exrend post-employment

Before s gning off the annual remuneratior report. the
Commitiee reviews draftys 2nd provdes 1Mput o darify our
disclosures, Where matenal changes are propesed (o the
operatior of our Directors' Reruncraticn Policy, we would
normally consuitwith xey snareholcers 1o ensute the rator e for
such cnamges 15 fully Lnderstood and prowde tne opoortun oy for
shgrenclders [0 “eed Inte the dec'sion-ma<ing process and
nform aur iral conclustons,



Executive remuneration framework and implementation for 2022 continued

Summary of our forward-looking Directors’ Remuneration Policy

The table below provides a summary of our forward-looking Directors’ Remuneration Polcy and s implementation fo 2022 This does notinglude the
co-investment award grartec 1o Arxdy Brd an is anpoirtment as this was 2 ane-off arrangemenr and does rot form part of our forward-looking

cxerutive remuneranor framaowork, Tre 1ol Directors’ Rermuncration Policy, as approve at the 020 AGM, 1€ avalable ar the Gavernance page of the
coTpenys website 2t plc.peanson cor/er-GB/company/business-operations

Base salary
Key features 2022 implementation
— Base salar es are ser 1o provide the aupropniate rete — Anrdy Brd - $1.250,000 {no change)
o remuneration [or Lhe job. taking into accoan — Salylohnson - £535,752 (2 5% ncroase)
ralesant recruirent markets, busimess sectors and
geographic vegions Andy Gords first sa'ary review will occus n 2023
— Base sglares are normall/ ewewed aanually, with When eviewing Sal'y Jobnsor's base salary, the Commitiee teok inlo account the level
any Increases Narmaly I ine witn ypica’ ngreases ofincreases rade scross the company as a whole, busiress ar ¢ incvigual
cwarded to other emplayees inthe Groap performance. and genera economic and merke: condiions Salary increases for the
— Salary reviews take INto ACCOUNT genersl economic LKworkloree ranged from 1% 1o 10% takeng nte accaunl ‘ndwidua performance, with
end market condrions, tne level of Increases made nceases ahove This level awarded inrecognition of signficant deveopment 10 1ole
across the company as 3 whole: parucular The Increase awarded to 5ally Johnson will be effective from 1 Apritin ire with the
creemsiances such as changes mrole, approzcn taker ior the broader e ployee populat or

responsib htes or orgarisalion, the remuneraion
ard level of incregses for executrves in similar
positions N comperebie companies in botk the UK,
LS and internzticnally, and inamcual performance

Allowances and benefits

Key features 2022 implementation

— allowznces ana berefits which relec: the Iccal changes for 2022 Execotiwve Directors will continue 1o receve travel, health and
compettive market and may nclude ravelrelated risk-related benefits, Ancy Birc will alsc receive 2 contr.pution towards accommodation
benefits, healik-related berefits, risk berefits and COSLS
ary orher benefits provided ta the majoan, of
employees Tne Commtlee may iniradace other
benefits 171t 1s considered appropr.ale te do 5o

— The cost of the provsior of allowances and berefits
varies from year to year deperang on cost 1o
Pearsan

Retirement benefits

Key features 2022 implementation

— Employees in the UK niadirg Executve Directors, No changes for 2022, Sally Johnson s o existing mnember of the Final Pay section of
ere eligible ro [oin the Mohey Purchase 2003 section the Pegrsor Pension Plen Her pension acorual rate 1s ~ /00" of pensionable salary per
a"the Pearson Pension Plan Executive Directors ave annurm, 1 esli:cieo to the Plan earnings cap
eligibie 1o join this plan or recere s cash allowance of

Andy Brdis not a member of a pe 5] v Pea s0n Ins i
equvalent value [y » member of a pensior scheme operated By Peasson Instead, Fe

receves & payment of 16% of base salary 10 leu of penson THis i< aligned wirn tne
— Tne Commirtee Nas discrehion o put n place pensian prov sior that UK employees of a similar age are ehpible o recene,

revremen: benelit arrangements in [ine with local ’

market practice The Committec may also nonour sl

pre-exisung retrement bene’it obligatiors,

commitments or oither ertitlements that were

entered Inie by ¢ member of the Pearsan Group

before that person became a Director, suzh as

participation in the Fnal Pay secton of the Pearsan

Pension Plan

— Execunve DiFectors, who opt out of the pension. can
receive a cash aliowance ol Lp Lo 16% of base salary.
N ne with the maximutn company cortribution a5 a
percentzge of salary thal U< emplavees of a simiiar
age are eligible 1o recewe



Annual incentive plan

Key features

Mot vates towards the ech.evermnen: of annJai
business goals and sirateg: objecuves arc provces
a foras en key financal and non-finanoial rerncs,
with f nanc al metncs accoanung ‘or at ieast 75% of
the tota! arnual opportunty

e Comrmities Se1s periormance measures eNo
ther relatve weighnrgs annually (o ensure
contmumg, alignment with stralegy and that Largets
zre sufficiently strerching

Trte Commuittee has discretion 1 adjust paymemsif i

befieves ther the formulaic outcome does nor reflect
underlying inanc 2l or nor-Lnancal performance or
If such other exceptional factars warrart doirg so

Malus and clawback provisions apply

Long-Term incentive Plan

Key features

rve lorg-terrn profitaoity, share pr oo growth and
valae creauon whilst aligrng the interesis of
Exec.Jtives and shareholders

Awaras are made atnuaslly, and vest on g slidieg
scale basec on performande agarst sirefching
corporate perprmance 1argeis measured at the
end of the three-year performarce perioc

Awarcs are s.bject to a post-vestng heleing per od
of nwo years following tne ond o° the oerformance
nengd

Tae Commutiee 1s guided by tne onne ple of aligring
shareholder and maragerent nerests and
therefore reserves the ngnt 1o ad Ust pagouts
before they zre reteased {1t oeleves that ine
vesting outcome does not reflect undortyang
performance or If otner excepl onzl faciors warran:
a0 ng sc

WMalus ana clawbacs provisians apply

2022 implementation
Vaximum oppart nity rermans urchanged for 20720

— 200% of base salary for the Crief Dxecutive

— 170% of pase salary far the Cries Findanaal Offcer

50% of the maximum opportunity s payzbie for on-targel levels of pe-formance

Sar 2022, the foliowing balarced mix of financial and strategic measures will be used,

which 1s Lnchanged from the previous year

DRI T

e
2%

30%

Strategic measyres for 2022 will focus an.

0%

3 Dratarngast Now

U aERI Imegn oy

20%

— Acceleratng growth througn digital rrarsformatior and pusiness model rrovation

— Estabishing Pearson s purpose-driven atross product, people, and the planet

The targets for 2022 are as follows

) Weighting Threshold
Digial sales 0% Plan less 2%
growzh
Invest in giverse S S0% femzle anc
ppelne ard eihrig minority
INCredase (PQ(PSEHIBUUU 1w
repreésentation leadershin
ai management development and
lovels mentorneg
programmes - 50%
Further ;
(Furthe female and 20%
nformatior
. erhn ¢ mina-in,
or Pegarson’s .
represental’on in
diversity goals T
leadership
15 ghown on N
- success on plars
page 45)
Recate tarbon 5% 1% reducnor

faoipr no - net
annuai reducton
versLs 2027
bzseline

Threshald +
EUg ngresse r
female arc
ethnic manor ty
represeniation
ai VP leve! and
above

2% recuction

Maxirnum

Plan plus 2%

Threshsld -
0% ngrease
in ferrale and
ethnic munority
represeneton
51 VP level ano
shove

5% reguction

Asr prev ous years, a financizl underpin will spply In respect of the strategic
rneasares, - nanc gl targets wilt be disclosed 0 "L retrospectvely ‘ollowing the enc of

the oerformance period

2022 implementation
W aXImMuUTn OpPOr NIty remans urchanged for 20022

— 300% of base salary for the Cnie” Executive

— 245% of base salary for the Crie” Financigl Oficer

Serformance will ne reasurad over three years, with any shares wesung sihecrio an

adcimonral two-year holang penod

Performance measures gnd tergets for 2072 are as fullows

Poromrsnie

TEES P Feioal Trresold Sireirn Max e

Adusted EPS Athird 48n t5p 64p 5%

ROIC Athrd €.0% 7 0% &0% 15%

Relative TSR vs Upper

ETSE 100 Athird  Median N/A Quartle 25%
100%

Fd, 017 dl

SN YL

100%

65%  100%
NAA 100%
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Executive remuneration framework and implementation for 2022 continued

Shareholding guidelines

Key features

— Align rae interests of Faecutives and shareholders
ard encourage long-term snarehoid ng and
cemitmen to the Compear

— Execunive Directors are expected o build up &
substantzl shereholding i the compariy within fue
years fram their date of appontment to the Board
TAe current requirerment s 300% of salary for the
Chief Dxecur ve ard 200% of salany, for cther
Execative Direciors

— ExecJuve Directors are expecled 10 retain thair
sharenoldirg guidelne tor actual holdirgif lower) “or
Lwo years follow ng stepping down 25 an Execulve
Director

Chair and NED Fees

Key features

— o attrect areo retan hgn-calibre indraduals, with
cppropriate or ndustry-relevart skills, by offering
Marker-rompetls ve ‘ee leyels

— Tne Chair s paid a smgle fee lor all responsib.hties

— Tne hon-Executive Directors are paid 2 basic fee,
with Cornm ree Chg ts mernbers of the main Soaa
Commitess and the Serioe Irdepenoent Direcior
paid an sdcinonal fee 1o reflect their exira
responsib ines

— The Chair and Nor-gxecdtive Directors recewe no
sther pay or benelits, except far reimpourserment o
axperses, and do Not par apate 1 ncentrve alans

— Amirimumi ot 256 of 112 Chairs and Non-Executive
Directors' basic fee 1e paid in skares

2022 implementation

Mo changes for 2022 Andy Bird and Sally jornson are required w meet the
shareholding gaideline wizhin fiue vears from ther date of appuintmen:, by "2 Ccloner
2025 and 23 Apnil 2025 respectively. Andy Bird nas alreaoy et his shiarerolding
guioehnes Further detatis on the share nlerests of the Directors can be foLnd in
nege 126

2022 implermentation

The Char of the Boarc's fee will remam he samc for Omud Kardesta, who wall
succeed Sidrey Taurel al Lhe 2022 AGM Ar all- nctusive Deputy Cnair fee wall be
mrroduced following Tim Score's gyaoieoment 1o 1he role a7 the 2022 AGM  There will
be no other foe charges,

P.c;e ’ Fees for 2022
Chair of the Board £500.000
Depury Chair fee {from 2022 AGM]) £175,000
Base fee for Non-Executive Directors £70,000
Scnior Independent Birector fee {unul 2022 AGM) £22,000
Reig o L;r\e" M‘er‘?b?r
Audit Committee £27.500 £15,G600
Remuneration Commitles £22,000 £10,000
Nominauon & Governance Committes £75,000 £8,000
Reputaton & Responsibilily Commitiee £15,000 £8.000
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Workforce remuneration at Pearson

The Commuttee takes its respons'bilities concerrirg the oversight of
remureration polices and pracuces 1or the wader organisation
seriousty Our remuneratior nnc ples are CoNsISIer! au 0ss Tie
employee papulation, bul how they are appled vanes by pusiness
neec, level arc geography as requ red The key difference i)
executive remuneratior comparad to The approack (o remaneration
across The wiorkforce 1s that remuneraton for our Executive Dretiors
15 rure Meavly weighieo towares varanie pay enad irked 10 Tne
delwery af our strategic objecuves,

Dur apprcacn to remurération aCross the wider organ satian is as
oo,

— Base salary - Setiakirg immto ac¢ount econcmic ‘aclors,
competitive market <ztes, roles, skills, experience aro incry dual
performance

— allowances and berefits - Reflect the loal fabour markesm wihich
they are based. All eiigible employees incluaing Executive
Directors) are also eligible to participate in savings-related share
acquismion prograTmes nthe UK, US anc the rest of the werle,
which zre not supject 1o any performance conditicns

— Reurement benefits - Reflect local market practice Pearson
emplovecs n e UK may patiopate in the same undeying
PONSION arrargemaents a5 the Executive Divectons, subiedcti 1o
certan age bands and legacy arrangements

— Annuzlincentwes - Arourd 11,000 emplayees paruopate in ae
Annuzl Ircentive Plan, which is funded nased or sim.lar
performance measures 25 thase used for the Execunve Directors
A namber of other employees paruc pate 1n alternative forms of
cash-based annuet bonos such as sales incenuve anc commissien
plans besed on performance targess and profit-shares where
required for legislative reasans

— Lor‘.g—rerm 1centives ~ Sernr Pnaﬁagemem pATIC Catg M a
lorg-term meentive arrangement, which compnses botk
performance shares and restricied shares, recognising the
rmarkets im which Pearson competes for ralent. Below this senior
management tevel, approximalely 1,000 employees parucipate n
share incentve sthemes, and are selected onihe pasis of Tnew
role. performrarce and potental

Dunng e vear, the Cormmittee recewed reports from the Chef
Exertive and Chiet Haman Resaurces Off rer an pay and cannoors
across the company as a whole, 2nd on the recruiiment and
retention experience, takmg these into account when geierm ning
executive remuneratos While there are estaolished chaninets far the
workforte o be irformed aboul, and uncersiand, the aignment
between executive rermuneraton znd wicer pay palicy, Pearson
conunues to cevelop its 2pproach 1o engagng with the workforce

The rew Rer unerziion Commiltee Chair, Sherry Coutd, CBE 15 tne
designated workforce Non-Exccative Director anc leads the Soard's
Ergagemert wivt emslioyess irdiuthing “h oagh sUer omg meeungs
af the Emulayee Engagement Netwark (EEN} Wnlle feedoack
recewed through the EFN is reported (¢ the Board as a whole. any
views and senument of the workforce arourc matters such as
reward ang culture zre considerec ir the work o the Remneration
Commitee During 2021, Ask Angy, a new iImLizlive whereby
employees (an owectly commumicate with 7ie Chief Execuive,

elic ted & aumber of quest ons or pay and benefits and pulse
survevs, whick are regularty run, allowed all emiployees 1o voice therr
ORINIO 11 &N anonymous way or pay compent vencss at Pearson,
Feedback recerved from poth channels is reported to the Comm tiee
where sppropriate enc consigercd ex 0871 of me decsion-making
process. s ooking forward to 2027, 1o ensure a ore proscive
aoproach and enabie a two-way conversat on, It bas heen agresd
rhar the Employec Engagement Network will bald a d scussion or
réwara arc incentives at Pearson

The Comm tiee also corsiders the comrpany's gender pay gap for
Great Brta n Wnile to date Pearson nac secn 3 cortindec yoar-on-
year rmprovement In tne gender nay gap, this year the Commitiee
was d sappoaried 1o see that the meoan gender pay gap had
ircregsed to 12% (from " 0% fnopror year) I part thes reflects The
mmpact of the pandem ¢ tnroughaur which Pearsor saw an increase
i the numher of women leaving the business This ouzcome
Jnderlnes tre scale of the work stll (¢ be done aro the rrporiance
of having robust arvon plans in place to help cose the gzp Pearson
CONUNUDS 1O Teviavs 2nNd LPCaLe 1is pohGes ana pracuces relaing 1o
the Finng, retention, and development of wamer. as well as other
diverse talent groups Bu lding an inclusive cutture and nereasing
diverse representatior 1s are of Pearsan's six sirategic pillars, and in
line with Tre companys cormiiments in this area, Pearson wl
volLntzn'y be pubhshimg its el pay gap for Great Britan “or the
first tene u 2022, As for the gender pay gap. there s orogress 1o be
made or narrovang the gap. bat this Inmal analysis provides a
foundation 1o build from Pearson 1s also workirg 10 exiend pay gag
analysis, hoth gender ano erhnicty, 1o all markets witr sufficient
headeounes and dats avallabiity. Te date, voluniary cisclosure rawes
onface and ethn ciy are over 85% arross Pearser’s key geographies
Farmer details, incluoirg or the aciions boing taken o sdoress pay
805 aCross our orgatisation. can be found wittin our gender pay
gap and ethnicity pay gap reports

image remaoverd




Remuneration report for 2021

Certain Darts of this report have been audited as required oy the
Large and Medium-sized Companies and Groups (Accodnts and
Reports) Reguletions 2008 as amended. Those tables witch have
been subjectio audit are marked with an zsteris<

Single total figure of remuneration and prior year
comparison*

Total aggregate emoluments for Executive and Non-bxecutive
Directors werc £ 7.537mur 2021 Tnese emoluments e ncludec
within the (cial errployee berefit expense in Nate 5 to tne financal
srElements page 1649,

Executive Director 'single figure’ remuneration

Elerrant o e _nerains

Base salary

Allowances and benefits

Reurement benefits
Total fixed pay

Annual ncenties

Long-term incentives

Co-investment award
Total variable pay
TotalrermnJaneration

Executive Directors

Tre remuneration recelvec by [xecutve Direciors IN respect o the
financ al years erded 21 Decernber 202 and 31 December 202015
set out below Tne figures shown n the single figLre tabte reflecs
remuneral on pac while an Executve Direcior of the company. Andy
Bird and Sally Johnson were bort appointed as Executive Direciors in
2020, and therefore the figares for 2025 are pari-year figures

Cwveral, the Committee corsiders (hat the Remuneraton Policy nas
operatee as intended daning 2021

ANy Es;d - Sally Johnann

$UUs fo0Gs

- 2021 | Tz am
1,259 260 521 353
373 125 16 G
200 2 58 45
1,823 427 595 407
1.575 - 560 -
3,708 - - -
5,283 - 560 -
7,106 427 1,155 407

Notes to single figure table*

Base salary

The base salary showriin the s ngle figa-e table refleas salary paid
the inanc al year while ar Executnve Direcior of the company Andy
Bird 15 paic in US dollers and Sally Jobnsor i< 132 d in pouna sterl.ng
Allowances and benefits

The breakdown of benefits is a5 (cllows for 2027

Satly Joanson

A d
B L30Ty
Travel - 14
Health 21 P
Risk-relared 2 -
ACCommodauon 35C -

Travel berefi.s compr se car allowance and resmbursements of &
taxable nature resuling from business traved and engagerrents
Health benefizs comprise nealihcare, health assessment and oental
care Risk-reletes benefits compr se of Iife ard other insarance
policies. Accormmodeznor verefits for Andy B rd relate to g
contnbunion towards the rental costs of an aparrment 1IN New York 1o
be user for business parposes, the cost of which has been capped ax
$240,000 per year (320,000 per month] prior ia any laxes wnich may
be due.

In zdation 1o the allowances anc benefits set out, Fxecutve
Directors may also partcioate in company benef 1 or polcy
arrangemens that have no taxable value and/or are available to all
other emplovees 11 (e same lpcauon. Sally ,ohrsor's life cover s
arranged under The Pearson Pension Plan's UK group-wice policy
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Retirement benefits

Foriner detall on revrement beneits s set oLt later inthis report on
page 125

Annual incentives

Tne 2027 AP Tor the Executive Directors was hased 0n & mix o”
fnancat (B0% weoighung) and strateg.c measres (20% weightng)
The 2021 AIF resiitec Ir a 63% of mawmLm payaole lor poth Andy
Bird ana Sally johnson Bonus is caculated using salary at

31 December 2021 i ine with how bonuses are calculated for all
partic pants For more deta’l on nerfarmance metrics and
performarce against ta-getsin 202", see following page

Long-term incentives

The 2078 LTI awarc was sub et to perfarmance condit ans
assessed to 31 December 2021, Porformance Largels were not met
and therefore the award wil} lapse in full Neither of the current
Fxecutive Directors were el gible to pamhopate in this award Sor
further details see nage 122

Co-investment award

The f rst tranche of the coanvesiment award, granted to Andy Bird o
support hws recruitment, was subect 1o performance ungerpins
gssessed 1o 31 December 2027, Ir was deterrmired the first rarche
of the awaro woulc vest in full Tne value disclosed, whicn includes a3~
addiicnal amount egual to the value of dvidenas payeble an the
shares vesting, 15 calculatec Lsing the share price at the date of
vestirg (25 February 2022) of 652.9p and was corveried using &

USD GBP exchange rate af 1 3753 (average excharge rate far 2021)
The award was oniginally granted basec on a share price of 530.2p,
and so $34 7k of the above figure is artributabie 1o share price
growth. “he award has been satisfied using market-purchased
shares ard shares retaired after 1ax must be Feld urn) 31 December
20623 For further details see page 122



Executive Directors’ annual incentive payments for 2021*

Andy Bird and Sally_onrson were elaible to partiopate it ithe 2027 AP The folioveng able summar ses e performance targets (presemed on a
conssient bass to the actual results, 12kig 1iT0 actount portions snd currency maovernerts and pecformance agamst Tnese targets far tne 2021 award
winch rescltec i a 63% of maxmum nayout).

Overall outcome

Payaut

Perfarr ance o - - - - 07 7" ’ ;ﬁ‘ilﬂ;') r
TE3RUE B ool “rwpsnpohd b Actual rosubs PRty
Adjusted cperaung profit 30% L345m £365m £445m £385m 19%
Sales 30% £3,210m £3.475m £3.660m £3,428m 16%
Operaung cash flow 20% £315m £335m £4715m £388m 7%
SUralegic measures 20% See below 11%

190% 3%

Performance against strategit measures
The targets and outcomes for performance against each of Ine suategre measLres are shown in tne 1abie oelow 1IN coming to the final oLtccme the
Camrrittee made a gualitative assessment of performarce against the full scorecerd of stretching targets @no de~ermired that an odtcone of * 7%

raT a maximum opportunty of 20% was appropnztle

Strategic
priority and
weighting

naakmg,
Pearson

it for ine
“uture and
esung W
aur talent

Achieved
1.5% out

of a possible
6%

Suilding

& nclusive
culiure,
INCreasirg
diverse
representation
znd
sCceierating
our
sestamabihty
sirategy

Achieved
6% out

of a possible
7%

Measure

Iritegrated
orgarsatonal
design
execuLor

I"vestmen in
aur people's
learming

- cemonsirae
effectiveness
o’ upskilng /
reskiting work
2EAINS.
Fearsoms
capabibity
Tramewors

Acheve 2027
carbon
requci.on
target as step
chenge
1oweards 2030
goal

Drrve diversiy
In leadership
development
programs 1o
create pipehre
for leadershin
roies

Reflect
dWersity 1 ou”
product ang
SLDBRL ¢13IN

Threshold

SuccessiLlly complete

regrgan sation znd
mamzin empoloyee

NPS vs Q4 2020 as
measJured by nterral
PLise Survey

50% of rescondens o

inferna! Pulse Strvey

self-reporting upskillng
Seeskilling vie capabilty

framework

Reduce Carbon
foorprint by 7 5%
(annwual reduction} vs
2071 B haselne

5% of carcidates on
eadership
development and
MENtOrIrg Programs

are civerse (‘emazle or

BIPCC/BAME talery)

Develop supaier
awers'ty polcy erd
create supsier
dwersity trairing
PrOgram on ecioral

guidelines fcr new ara

EXiZT Mg companies

T Target

Successfully
complete
“2-0rganisgLion ana
n¢rease employce

NPSvs Q4 2020 as
measLred oy
cernal Pulse
Survey by 2
percentage poirTs

65% of
resnondents 1o
Internzl Pulse
Survey sel*-
'EpOTNg Upsk ing
Freskilirg via
cananiiy
framework

Recuce Carbon
foatprint by 10%
(anr Jal reducticn)
vs, 2018 baseline

Threshold +

S50% of successicn
plans ‘or FLG roles
Incluce ferrales
and 20% niclude
BIPOC/BAME
cancigaras

Threshold +
Fxpand partnesshio
remworees 10
estabhst 3
calanase 1o aliract
and retain c verse
supphers

Maximum

Surcessfully
compleiere-
orgamsatian and
ingrease employce

NPS vs Q4 2020 as
measured by
internal Puise
Survey by 4
percentage poirts

0% of 21!
employeses n
Pearson self-
repartng upskillirg /
reskiling via
czpabilily Tamework
N RIS, define/
beginto execute
plar for peta tesurg
new commerial
corpofate learring
proposition

Reduce Carbor
footprint by 5%
{annuz! redct ony
vs 2018 baseine

Target +

“0% increzse N
represeniaior of
both fermaies srd
BIPOC/BAME
employses 3L PLG
level

Target +

Exparc
representat'cr in
ecitaral eng
Crearve periners by
T0% 1JS/UK

Outcome

Naot met - litegrated orgamsanions! design
implemented successflly witn pos tive NPS,
“hough rot mantained at Q4 2020 level
Ermpioyecs especally positve apo.t sirategi
director, supportie cditure and workplace
polic es: Nowever, chialicnges of COVID-" % gnd
“ne d.sruption s caused 1o the workforoe took
& tolh which the company bas been working 1o
aodress troagh employee engagoment and
enhanced wellbeing efforts

Achieved Target - 71% of responderts
self-reportec upskiling / reskiling 1n the internal
Pulse Sarvey

Achieved Maximum - acrieved 26% redac.’'on
aganstre-baselinec 207 8 target adjusted for
bosiness cispassls Whlst ke COVID-T9
pandermc has had animpact n changing how
we £0 business, tne strategy for digralisanor Fas
also sped us the trans uon 1n pariicular the
redJcron im carban “00TRANT IS Fighligrtec
Tergagh the shift from prnt to dgtain Us
rhgher Eoucation Courseware

Achieved Target - 72% cf sLccession plans for
PLG rofes inc'ade ferrales and 24% mclude
BIPCC/3AME caroidates vath »50% of
candizates on leadersnig develocment anc
TENIONNG programs being cierse

Achieved Maximum - Pearsgn Partner Forlm
too« place on 25 tarck 2021 oledge 12 uncned
and ncludec rairmg on diversity Suppl er o
and WEConnect cortracted 1o heip ciscover ana
ver diverse suophers, Both platforms laur ching
across Pearson in Q1 2022 Increase ir diverse
spenc from content and edircnal > 10%



Remuneraticon report for 2021 continued

Maximum

Target +

Increase revenue
gereraton Tom
accelerated mriove 1o
DrCwiz Pearson-,
workforce sirgtegic

Outcome

Achieved Target - Pearson+ launched with
133,000 paid subscripuons, 2 751 registered
users at the end of 202* and an app starc rating
of £ & Worklorce and Crglish strategies well
progressed

Strategic Measure Threshold Target
priority and
weighting
Stralegic Launch Pearscn- Threshold +
progress pronositon in WS ir demonstrable
Digtal 1N growth zovance of {all ‘ CJSTomer
provik, opporttes  semester and defined  engagerrent across
Consumear organic of iNorganic Pearsar+ ana
engagament strategy far English workforce, and

vrogress or Englsh

ard procuct
stratcgy via

effeciveress

pertnership and
Snghsn deal or proof

DUSINesS case or ol coreept
Achieved doai regat.arions
3.5% out - . . . ol
. Apsalute -6% + 8% 172% Achieved Target - urderly ng growth of - 2%

of a possible

growth
7% R

ndignal arc

digital-enanled

séles
Noee | ar Slement 27 LOgorent was fog res T Al s dUHELEIMETs TRE wer e not mampietely quan fiable wTerncl A0 oroazen ar ncependent ansest et e tee Torreies

Executive Directors’ Long-Term Incentive Plan award vesting for 2021*
In May 2016, ‘ormer Chiel Executive Jorn Fallon was rrade an award uncer the 2009 LTIP. This award was based or perfarmance the business

delivered over the three-year period fram 2079 to 2021,

The LTIP award mace io John =allon wauld have vested on the normal vosting date, pro-rated for ume to ref ect Johr's depariure prior to the normal
vesung date, but the apphcable performance 1argets Fave not peen met and therefore his award, tegether with awares far oiner paruaparts, will lzpse

i full,

The targets and per‘ormance agenst 1Nese [3rgels are as follows

Zerprmenie erg VESLIE

Pe—ormance o ST o il “a,cu” ol FoyuLl at o K| g tral
MeasLie %o -oral Taresncld Streten "axr Lm RS SL-Nae MAXIFLr Actaal  ack everent AweErd
Adjusted EPS Athird &5p 70p B0p 15% 65% 100% 34.5p 0% C%
ROIC Athird 5.0% 6 0% 9 0% 15% 654 100% 33% 0% 0%

Jpper Ranked 87

Relative TSR Athird  Median N/ Quartle 25% N/A 100% out of 58 0% 0%
100% “otal 0%

Relat w6 TS was meas.ren agaimsr e consi tuenis o1 e 2750 T 0T & e slert of e peritrTance LeTco

Co-investment award

Im order 10 secure Andy 2ird 25 our Chiel Cxecutive the Committee
desigred @ cne-off co-nvesimert award While recagnesirg thar sush
an awerd was not typical nithe UK markel, the Commmitlee believes
that this was ke optimal structure 1o secure Andy Bird's recruiment
whilst incentivising the creauior of leng-term sk acenolder value

The grant of the co-investment award was condimional or Andy
purcnasing Pearson shares equal to 300% of base salary by

31 December 2020 (boing a total value of $3 7Em). which he must
contnue o holc throughout the period 1o 21 Decemper 2023 This
personal iInvesmmert by Andy cemaonstrates his corrmitment to the
role and creates immediate aligrment with shareholders

The co-investment award vests In three egual trancnes a5 soon as
practicable followng 31 Decemoer 2021, 31 Decermper 2022 and

27 December 2023 respectively and s subject to perormance underp ns
316 Ardy's contindec employment at each vesting date, Snares that vest
will be subject 19 3 holding penad unnl 37 December 2023

The co-investment award was designed taking irto account Andy's
home market - the US - where the structure of pay 1s often very
different to the UK and aims to inconuvise the transformanor of the
business and growth ir the near term 11was therefore consigerec
approprizte that te pnasec vesting schedule and Falding peniod ta
Decermber 2023 reflect the penad over which 1tis expectes value will
be delrverec 1o our sharenolders

The vesting of the co-rvestmen: award 1s sub ect to the achieverent
o performarce urderpias o ensure the Commitiee can reduce
vesting if in its oonion the performance of the business or the
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incradual coes not sLppart ths These underoins are inteadec 1o
prevent payment for falure.

The vestirg of each tranche c” the award well be sub ec: 1o the
following performence underpirs:

— an eporopriate level of progress beirg made 0 relatucn 1o
deliverning our strategy including our ongoing 1-ansition fram print
o cigitas

— ng significant ESG issues related to Ancy's tenure occurr ng which
result in signif.cant reputational damage

In add ton, the vesting of the 'inal tranche of the award wil! also be
sJbject o the following TSR urcernind

— the company’s TSR from the date of the announcemaent of Andy's
appointment 1o 3t December 2023 is either (1) positive; or (2) s
at rredian or above when cormpared to tne performance of the
I5E 100

It one ar more of the underpins are not achieved, then the Commitiee
wouln consider whether, and to what extent, & discretionary red acnon
r the nuber of shares vesting was required.

Assessment of performance underpins

The first tranche of 1he co- nvesirent award vested as soon as
practcable following 21 December 2021, In advance of this, the
Commuittee undertoox a rigoroJs assessment of the relevant
performance underpins as well as a holistic review of oroader
Pearson performance and the experience of all stakenolders, inits
assessment, the Comrmittee fallowed the framewark developed and
disclosed n last year's remuneration report.



Assessment of performance underpins
Initial review of underpins

Progress in delivering _— Signif cant stratepic progress achieved in 2021
Pearson's strategy — Launched direct o consamer strategy iec by new d g tal learring service, Pearson-, which Cons nues 1o make
, good progress witht 2.7om registercd users at the end of 2021, reflecung a strorg uptake fram Mylab and !
‘l Mastering users, 1 33k pad subscrnplions, and 3 letest app siore raung of 4 8 {
— Pearsor's flagsnip Higher Fducation proguct, Revel. compretad the move tc incorporate the Pearson _carming
Platform's capsiilices, proviging erFancec featyres, and a neve visua! desigr for mapile
— Acguwed Faethr, the workforce Al and pregctive analylics company  Sepiember 2021
— Tre disposal of Pearson's Brazil an K12 5 stermas busiress completed on 1 October 2021, MWarseung 1=
progressing well wih oiner businesses unner siFalegic review
— Rawd rrplementzuon of rew arganusational struciure with strong leadersh peezm n place - this included
appoINng twa new roles to the "EM as well as reorganis.ng the leadersh p team to ref ect aur future strategy

-

N ESG ssues whch, nthe opinior of the Committee, have “esulied :m significamt reputauonal damage

Consideration of broader performance and stakeholder experience
Robust financial performance

Revenue Adj. operating profit l Qperating cash flow Adjusted EPS { MNet debt

£3,428m | £385m | £388m | 34.9p - £350m
[ 2% urcerly ng growth 33% underlying 23% groweh an PY i 22% growtn ar Py 2450 redystion on PY
or PY ! growth or BY |

Wider stakeholder experience

Shareholders

— Delivered 2 positive shareholder returr over the peniod from the annourcement of the Crief Executive’s apoaritment 1o 31 December 2027
notwithstar¢ing pressdres from [he exterral environment, SUong strategic progress ensures Pearsor 1s well placed 1o buld on this
mamentum 1N the year akead

— Sirorg fnanc &l pos Uon has enabied Pearsor to grow its d vioenc {Jo 5% ta 20 5011 29210 10 ine wiLh the commizment 10 3 progressive arc
sania nabe dradend The Boare also approved a £350m share cuyhack programme m bebr sary 2022 1o relurn capra Lo shareholosrs

— Throughout 2027 Pearson did not access governrrent ‘urding or teke sovantage of the furloughirg programme
5 g g g EMIrg Prog

Employees

— Sigrificantimprovenert from 62% 11 202010 /7% - 2021 of e pioyees reoorimg Lps«ll ng or reskiing

— Imaroverrentin levels of seif--eporied upsk ingfreskilling ir every quarter compared to the same quarler nthe previous year {exclud rg

i Q1 2020).

— Offerec a range of formal. social and expenerual leerning opooriLnIt £ 1o sLEpart oL ermployees' cevelopment increasingly focusing our
experuse r learning on our emip'oyees as well as our cusiomers,

— Cortruec focus on ensurirg the salety arc well-openg of our emp.cvees

— First"Giscel WELL Week held, follow ng tne launch of the Global WE_L imitiative 17 2020 16 tughlight the importance of well-being ootn 1ns de
and outside work, promote relevant cerefits and programmes anc leart new ways Lo mprove emplovees’ owr emouora’ phys cal, ingnoal
and comT anTy well-being. This was positvely, recervec by employees

— Glooal Learn g et Work Week nelg for 2 seccna year - deliverec more than **,00C ho.rs o Ive iearmirg

— P05 Uve NPS shows employees wolc recarmmerc working for Pearsan to frierds and farily r colleagues

— Achievec development target ¢f part cipanis in leadership developmer: programmes to nciude a mnmem of 50% womer and people of
coindr Exceeded sircess on plar oorectizes for bath identiry groLns -esulting m 72% of plans roudirg a women seccessor end 24% of nlans
Irclud ng people of colour ttarget 50% womer. 20% pecple of coloLr,

— Data collection enc analysis wndeta<en which will eradle Pearson to volonianty puoksh s Ethmoty Pay Gap for Tne frst ume i 202
Voluntary d'sclosure rates of over 85% across Pearson's key geographies
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Remuneration report for 2021 continued

i

| Customers

I — Launchea cirect 1o consumer strategy led by new digital learning serv ce, Pearson -, whicn cortiraes 10 make good progress with 2 75m
regstered asers ar the end of 2027, reflectirg a strong uctake frorm MyLab and Mastering users, 133k pa d subscniptions, anc a latest app
store raung of 4 8.

— Invirtual Scroals, 93% of parents were savsfied with therr Conrections Acaderny school overall, wicn 1nree out of fodr parents notng their
chld's atntuece 1o learning Fad improved

— Pearson s suppart ng studerts Tost nneed as a resull of the pandemic, lor example through the provision of leptops to school children i
the UK

— Launched a new Studert Dversity Ambassador Programme to help ensure the products and seraces Pearsnr create troly reflect tre diverse
rieeds of -2 learners we sorve,

— Launcheq a joins nimalive with Pengur Rainaom | louse n the UK, 'L im Calanr, 1o become the first UK exarn board to make changes 1o
gualfizzuors and improve the diversity of student texts.

— Wihin LS Higher Fducation, hosled and sparsored & vanety of ‘aculty conferences to help memoers develon ther skills ane grow their
network, especia'’ly in the world of hyond earning

Suppliers

1 — Responsible Pracurement Framewor« laurched at Andys Suppher Foruran Macch 2027 - tow suppiers askea 1o make commitmentis ahove

I and beyord the tnresnold of the Responsible Pracurement Pahicy - including focus on ckringue g aiscrminagtior and inequality.

— 55 suppliers have sigred Pedrsun's Responsible Procuremens Plecge indicating thelr comm tnent 1o exceed our mirmmum s:andards,
undergo thirc-party essessmen, share msighis snc experlise ransparently 10 promaote best practce, arc acuvely seek to eliminate all formis
of discrim nztior in tneir workforce ard sapoly chiain

— QOver 50 of Pearsen's top tier suppliess Fave uncergore 3 third-party sustainability assessment pncl numan rights & ethics) by Ecovadis, an
Fousiry-leading ratings organisation.

— We zim to source Dape” Ir an ethical way In 2021, our overall tanrage of paper reducec by 24% (20217 29,056, 20207 37,969} Of this total, we
purchased 29% FSC cernf ed paper (2020, 32%) and 28% PEMC cerLified paner

— Actuevec 75 5% of the target (up ‘ramr 7% in 2020) of spending £500m vath d verse-accredted supphers by 2030, as of Decernber 2027
Subscr bed to wo dalabases *or d verse spoler discovery, which will support 2 faster growth rate

Additional considerations

Pearsor developed Its new parpose, vision and rrission i1 2021- 1o add Iife ta 3 Iifenme of learning, through creatng vibrans and ennchng
learrng exoeriences des gned for real life 'mpact, so everyone can realise the life they imagine Under Andy's stewardshin, work s alreacy
underway to fully emied this throughsar the argarisanon and it hes boen well receved

Farther. duning 2027 the CEO was efficient and effectve in acdressing matters relating To events priar to hus tenure. ncluding working with the
Board to revew 3 2076 security iInciden: and associated disclosure anc driving the company's conunued work to enhance 1Ls cyber securiy etors
and protocals.

Taking all of the abave into account the Committee hes determinea that the first trancnie of the co-irvestment award will vest in full.
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Long-term incentives awarded in 2021*
The foliowang L tP awai ds were granted durirg the yvear:

alge roe rreshold
Dane W' TR N_TDe Four Fare .ghue Den e e s Penoorance
Direccr oF Bwsard of enares valae (% of Base szlary) .3 ax Ll poried

1iar 21-37

Andy Bird 4 May 2021 T May 2024 332316 2747256 300% 18.3% Dec 23
1jan 21-31

Sally fohnsen ) 4 May 2027 1 May 2024 154,915 £1.250.682 245% 18.3% Dec23

Nele T - Jrder tne ediested FRS e RCIC 2lemests T35 vests G tnrestols performance, Lager the TS5 elerenl 25% vests ar threshald performance TS 1= the weigsled auerage o’

VoSl mE 0 I es oln

Fsce value was determimed using a snare price of 826 7p (five-day zverage to 4 May 2021) whirh s the share price used 10 determine award values for
LTIP awards 1o the wider employee popuiation. The face veiLe has been converted using g LSD GB™ exchange rate of 7365,

Deiais of e performeance targels for the 2071 lorg-termincertive awards are set oJt 1N (ne (able oeiow

Adjsted ean tgs

{anr-ch ~ch NEL PRI D7 INLeSag O

Jione brd; Reldly

Alsharehoider relurr (TSF) {ore hed,

A usteg @3 for D33

max) Anjusted « ef ROIC iz

westing schrdoie (e maxe Ranked pusnige wa FISE 7O

15% 46,5p 15% 5.5% 25% Median
65% 535p 65% ©.5% - -
L 00% 6iporabave 100% 7.5% or above 100% Upper quartle

Mt Araghiine wesi g ellariur ~ berweon tbe noiis shusn st e a2ale g e perieance uslos resnale
Nole 2 Pearscr s TSR periarmance s
Broun ur g e Lo tuiure TIP awards

erthy messuren refat e [o 1 0 TArsILerTs 577 he B S T00 INaer 2u0r 170 pertg marce panoe e or e fien

O OIS UMDt aror

The Commitee reserves the rght to acust payouts up or dowr oefore they are released if it believes that the vestng autcerne coes not reflect
underiyirg f nanc al or non-f nanc 21 performance or 1t such other exceptiona! factors warrant doing 50 Ir makeng suck adiustrenis, the Commitiee 1s
guded oy the nonunle o aligning sharebolder and management ntarests

Any sheres vest ng bysed on performar ce 1o 31 Decernper 2073wl b suject to ar sddiional two-year holcing perod .o~ May 2026

Executive Directors’ retirement benefits and entitlements*

Details of the Directors' pension entitlernments and pens.cr-relaled benefits curing the reriod each served as an Exceutive O rector 11 2027 are as
£
allows

Safly g

elg]

£00%s

Yalue of defined benelit - 58
Other allowances in ey of pension 200 -
Total value in 2021 200 58
Accrued pension at 31 December 2021 - 60

“te T The aco en vensior a7 2 rnper 2027 sk celered arrual porsize o whahire mmembier wowld be ero ez o ceds ng pers orabie sera e ar 37

> Ceremper 202 Forolatoe
10t & pens on Payagle o tro LK 2lan formal setireren s age < £

woer 2 Thewglis of aefn=c cene’ reflecrs og crenge r walue over e per 00 tess 1 eTior
2

fralloen.e

SoiE 3 Oner alloparces inl ey o penson tepresent (Re
o4 1onatvals

whe tor GF NG orav LT e 1o

anthz Oniteed v Nt gie 1ZorE of e urerange zhis

Pension Plans

Andy Bird - Payment in Lieu of Pension

Andy Bird recewes a caymertin lieu of persior al 16% of 75 base sa'ary n line with the persian provisior for UK employees of a similar age.
Sally Johnson - The Pearson Pension Plan

Sally1s ar oxisting rember of the =inal Pay Secticn of the Pearson Pension Plan Her accrual rate s 1/60 7 of pensionable salary per arnur, restrncied

to the Plar earn ngs cap (£172.800 per annam e 20271/22) There are no enranceg early ~etre™ent gerefils



Remuneration report for 2021 continued

Directors’ interests in shares and value
of shareholdings*

Shareholding guidelines

Executive Drectars are expeciea 10 rerain ther currert gudeline (or
actuel sharehalding if lower) for twe years following steoping down as
an Execur ve Directar. This guideline does nat apply to shares
purchascd by the Director.

Executve Direclors are expected Lo bulld up a substznual
shareholdieg in the cormpany inline with the policy of encouraging
widespread emplayee share ownership and to align the interests of
Execatve Directors ana sharehalders. The current requirement 15
3005% of base salary for the Chief Executive ana 700% of base salary
far the Chief finarcizl Gificer. Snares (hal count towards these
oudeunes include any shares held Lnercurmberes by 2n bxecutive
Drector tiar spause and/or dependent cChildres lus a2ny shares
vested bul Feld penuiig 1 elease undor 2 share rvan ard ary shares
wnvested put not subject o futere performance condimons (on & net
0 tax bas.s) Executive Direclors have five years romr their date of
appo ntmert o the Boare to rezch the guideine. Once the gauiceline
has oeen mes, 1T1s not re-tested, other than wher snares are scld

The sharenolding guide ines do rot zoply 10 tre Chair and hon-
Execunve Directars. However, @ minimum of 258 of the Cnair's and
Non-Executive Directors' basic [ee 1s paic in Pezrson shares that the
Chair and Nor-Executive Drreciors have committed 1o reran for the
penod of thoir directars ips

Directors’ interests
The share interests of the Directors 2nd therr connected persans e as foliows

Curent Condn
abareholang

Zendacral uharns “uzal rumper o7

n HalIWLSEY A _5r|d'eu: Al Goid=tne
Zrecol 20 Zecz mier?
Chair
Sioney Taurel 234,894 - - - - -
Executive Directors
Andy Bird 586,437 1541177 - 2,727,614 300% Yes
n/a
Sally Johnson 20,265 374515 9,740 404,920 200% {sce note 6)
Non-Executive Directors
Darme Elizabeth Corley 39,206 - - - - -
Sherry Coutu 6,566 - - - - -
Vivienne Cox 9,220 - - - - -
Lindz Lorrmer 15,435 - - - - -
Mickael Lynton 20,820 - - - - -
Gracme Pitkethly 9162 - - - - -
Tim Score 54,593 - - - - -
Lincoln Wallen

13,480 - - - - -
Annetre Thomas -

horte  Share rlerests are snowe 3s 2r 3 Decemiper 2527 Tor Jrettors wen srepped doan o the 30470 G.rng TPE f2Ar, SUEME NI 0SIS ard $A0W7 as 3L Ere dale of Then slepoing
Gard o 20 Apnl 2027 Dare r Corley sieppec aown tromthe Boata on 37 Docember 2021

acr ivenne Cox ang Monael Lynior s epped oown rom, the
NDIC 2 Qringty shiares micluze both oroinary snares hstea on t1e _onaon Siock Fxo snge o0 d Ar enican Jepos a0, Recenis ADRE) Istee 9 the hew York 5otk Sxcrarge "re Fgures

nclude borr shares o ADRs aeovired oy redwidlals Lrder the Long ~Arme Ineer iee 3o ehd er v ofber share plars Toe, mmight hove porlispaled e

Mowe 3 Cong tiongl sneares sun0cl (G performMence Medns unves ed smares which rema n s.hjec [0 e armance ferdir ons ancasor perfarrarce o cerp ng =ns conuinsing eroloymen: "or
2 pre denea nenioc Thisincludes the i TIP awards granted in 2020 and 2027, eng, o respen 3 Andy Rirz, b e co-nsestrent award

Nete 4 Conduong! shéres subyect (e empioyman: onby mears rvesieg snaces whick zre subieet o @ buldicg penod and cormrues emplo,;ment For Sall, [chnsor 1 s incuses snare
gwartds granted before ner appoirimer: fo the Boare i tday 2020

e 5 Selly inhnsor also nolds 2 628 oplons under the Pearsnn Save For Shares s0noms a sevngsrelated shete soguisitan programme coen Lo all emplovees These arc rol wabjecs
fLture DErormence Lona T uns

[Msita
Note T Ann Bud s st irgrche of 1Re Co nvestrer t olan, £72.893 sngres  rluery 2980 d vidend rounalenl shares) ves e 0o 25 TobrLary 2022 takng bas congi cral shgre sob et o
omalayment b to 20 582 51 gres wafler the sales of shisres (o rover any ax hability] ar e Conditonal shares s_tecl Lo performarce o 1 14R 7254 srares Tre vested co-inves mern; srares
are SreC 0« hulding penoc wni Decernber 2022 2nd are subyec "o 2ovnnued e ployraers Trere Pave beer no sirer changes . the interssts of any Direcior betweer 37 Decem per

2007 acd 4 March 2027, pairy the letest pract tsble cate pnor o the puahcanan o' 1h: report

Iy Jobrisor Fas fve yoars from the dat o ner coporiimiest as sn bxecatre Sremiar ar 24 Apnl 2020 13 reach the sherebelding guiselire
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Chair and Non-Executive Director remuneration®

The remuneration paio 10 the Cnair ane Nor-Execduve Directors i respect of tne fimancial vears ended 31 December 2027 and 31 December 202015
a5 50T out i the table befow

v T T towmifess  Taxablewenchis | Totl | eulew  mebruvees ol
Stcney Taurel 500 - 500 500 16 £16
Andy Bird - - - 41 - 41
Dame Ehzapeth Corley 111 - 111 113 1 116
Sherry Coutu 92 - 92 88 2 90
vivierine Cox 43 - 43 29 3 132
Josh Lews - - - 28 7 35
Linde l.ormer 100 - 100 99 8 07
Michael Lynton 31 - 31 92 3 95
Graeme Prikethly 93 - 23 92 1 93
Tim Score 130 - 130 116 1 M7
Lircaoln Wallen 93 - 93 92 - 92
Annette Thomas 21 - 21

Totl S | SN < R I - I

Nele b ATt of 5% 0 tre Tha s ac o non-Tannsve D e oS R@c (60 1S Dend it sharps
New Toxable hemorts eer o ravel a7-0mm
tompary wreice 3te seered By, HMRT ¢ be taxaple ritre o~ Tr
Nete 3 oAt Bird oin
1% fricbar 2050 Th

1d7d 508 S e EXpenses noLres while ot erding B
“ouT s e 3ol 3oove inclLde 1ne grossed-un <
she Jearnon Baars as 2 Nor-bxeca: wit effert Fom ' Mey 2020 He v anpoirg
e URETANON R0 1o TR re et of £ s N0n T tive Dre 4
Peerson Boara as Nor-uxer st ve Zrecior # Ik efer or D 0acver 202 Dame thzan=m Covley siepnee oenr “om he Bozto o0 21 Decareser 2021
Loxara hichizel Lysior stepped aow tor e board or 33 Aur 12027 o5t ewssreres Toriihe Mozt at (ho AGN 17 Kay 050

Teelrgsd o rgihe pengd than wer e pag a0 re mi ksea by e
) cenadhb, rLany an hens e Drecars

oL a7 ve TIRCILE G 2oon

=

4 anrele The

Payments to former Directors* The Frecutive Directors nave nouce perods i1 their service contracts
of 12 morths from the company and six montns ram tke Executives

There were nc payments to former Directors i 2021 2 il !
‘ Thor contracts are cated 23 August 2020 (Andy Bird) and 15 January

Payments for loss of office* 2020 (Sally Jok nsor)
There were no payments for 1oss of office made to or sgreed far Ner-Exec stve Directors serve Pearson Jnder letters of 2ppomtment
Drectars n 2021 which are renewed arnually and do not have secnce contracts The

. Ngr-Cxec.lve Dreclors letiers of anpaintmant da nat cortan
Service contracts provision ‘or nonice penads or for compensa: on fiker

The rerms ard condmons o aspointment ¢f auLr currear Jirecrors appointments are terminated Tne Chalrs Eppontment mey be
are available for Inspection at the comparys registered office durng term natec on 12-months nolice.

normal business hours ana gt the AGM

Executive Directors’ non-executive directorships
Ne ther of the cur-ent Executive Directors, Andy Bird nor Sally
Jornson, hod any notable exterral comrrirments



Remuneration report for 2021 continued

Historical performance and remuneration
Total shareholder return performance

Set ot beiow s Pearson's total shareholder retarn (TSR) pertarmance relative to the +15¢ All-Share index o an annuzl basis over te 10-year penad
1 January 7077 to 31 December 2021 This comparnson has been cnosen brcause the FTSE All-Share represents the broad market mdesx wirin which
Fearson shares are traoed. TSR s the measure of the relurns thal @ companry has provided fo- 1ts shareholders, reflecuing share price moveren:s anc

FEEUMINE renvestmont of dividends {(source Datasiream).

In gccordence with the reporting regulations, this sccuon also presents Pearson's TSR performarce alongsice the single 4gure of total rerruncraton
‘or the Chiel Executive over the last 10 years znd a surmary af the vanaole pay oulcomes relative 10 tne prevalling max mum at ine nme

chart removed

“Aarane

Stardhr o johin Fallo~ Andy =rd
Chi: Sxecut ve fe Turer T Tz s 0k 2015 216 R e o 0z 2021
Total remuneration
{single figure, £000s) 5,330 1727 1.895 1,263 1518 1,758 3,094 1,616 855 334 5167
Annual Incenuve (% of
maximum) 24% 34% 51% Nil 24% 44% A5%, Ml MNil N/A 63%
Long-term incentive (%
of maximum) 37% Nit Nl Nil Ml NI 42% 33% Nl N/A N/A

Nore g Toral rermimerancr ke gs refleciea mobe single total Tgure of rerrancranas tanle The Z027 4z a7e “or andy 3rg nzluces e tullveslrg ¢i tne st irancme ot the coonvestmont

aWars

ana.al neentve recoved by inc mumbert an ¢ perce

Motz 2 Anrcuatimcentive 15 e

alage of marimur QROITLTITY

Nole 3 _onglerm ncen.ve s ibe payoal of pergrmanierolatod Lot swards where the year shown s the Nimzl year af the gerformance perod for the porouses o celiulzurg the sagle

total figure of rermunessnon

Noge 4 The sirgle fgore rermonerator for 2021 for Ardy Bird nas been Tonweri0¢ LS ng e LISIT 662 exch ange <ate 071 3743 lavel age excnange race fm 2021)
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Comparative information
The followtng information 1s ntended 1o provde 2ddivonal contex regard ng e tota! remuneraticn for Direclors

Relative percentage change in remuneration of Directors and employees

The following t2ble sers out ihe percertage charge . base salary/fees allowances ana benefits anc sniua!ircentives berween 2020 ara 2027 10
respect of all Directors of the Company durirg the year compared L0 the average percentage change ‘or all employees of Pearson pic The figures for
all Durectars are Calcwiaten based art resnuneranor -ecewed 19 Uie retevant year as set oJl It the tables on page " 20 and page 127 Far base salary/
fees, part-year figures have boen annualised for the purposes of this d sclosure Part-year aliowantes snd berefits nave not been srrualsec and kave
been excluder from e Lable

While the Commitzec reviews base pay for the Execurve Directars relative 1o the broader employee popular on, bencfits are drven by local pract ces,
ard elgbility 18 determired by level and individLal ¢ rcumsiances which do not iend themselves (o comparnson.

Base 7 Allowances Annuai Allwwear o

salary/fees and benefits Incentives salarwiess ara penefits IFeanmyes
Average employee' 4% 17% 38% 1% 6% 9Y%
Executive Directors
Andy Bird 0% - - - - -
Saliy Johnson 1% - - - - -
Chair and Non-Executive Directors
Sidney Taurel 0% - - 0% 955 -
Darne Ebzabeth Corley- -3% - - 0% - -
Shecry Couty 5% - - 5% - -
Vivierne Cox 2% - - 5 150% -
Linda Lonmer 1% - - 1% 102% -
Michael Lyrton 2% - - 1% - -
Graerme Pitkethly 1% - ~ 3% - -
Tim Score 13%° - ~ 0% -20% -
Lincole Wallen 1% - - 10 <970 -
Annette Thomas o - - o - - - =

b as peen fesl3es G ers e T

emelogse nesceniages change o caleulalnr Mstngs or Ao uianT Bxchange rate Dok s
NETL

0 I T 3I07e CaGrg over @b Sen [ndegeager [ Diector G A0l 027

PO DUNNS e st BTR G TRSLIL G

chonges o Tommnes TRt gr g morrre st n

Relative importance of pay spend Chief Executive to employee pay ratio

The Commitiee consicers Directors' remyneranon 10 the context 0° The tavie pelow illustrates the rztic of Chief Execul ve 1o employee
the company’s allocauorn and disbursement of resources to different pay ‘or 2021, usirg the single toral f gure of remuneration as
slakcholders. We chose adiusied aneraing orolit because this s 3 disclosed on page 120 comparec to the full-ume equvalert toral
mezsure of cur aly ity 1o rervest nthe company We incluce rewa~c of erployees whose pay Is ranked at the 257, 507 and 757
dmider s because fese consurute an importart element of our percentles (as menufiea by the gender pey gap methodolagy in the
returr Lo shareholcers. Great Brita n ({GBY workforee,

Chegr Exegive Ly 72

2021 2620 ot S
Yean Hernn ercenihe TETeTLIe
Adpasted operatng -
profi 385 313 Tam 23% .. B Genderpaygsp o
Drwdena per share 2050 19.5p 1.0p 5% 2021 methiadology 1501 1450 884
. B 3 Gender pay gap
v b 7 _ _ g
share buybacks it e 2020 methodology 425 39 195
Totai wages B Gender pay gap
slaries A 2% -benger bay ga
anq salane 1180 1122 28 2019 methodology 659 472 360

oigw i hea

Adigen — (B gender pay gap data from Apn! 2027 was Lsec ro identfy, the
Tra Boarg nas approved & [ 2500 srare b yhack (rogrer e employses at the 257 507 end 75" percentiles Data was
seorazn, 2070 analysed for & number of employees a-ourd each guartle figare
to cnsJre Tnal there were Ne 5o es

cLrrsfirarcalsiaemen s

aratirgaorafio s e

de Dremora Lurr

Wages dr ¢ s&iat £5 1m0lL36 0Tl N - g ocerst ons orly ang reh,

) — Us ng tne gender pay gap data 10 dertfy the guartie employees
s cons dered appropnate as ik s s a good represertation of the
relevant employee population at tre year eng, end s the mos:
praciicanle methadolagy gieen the urming of the disclosere and
geterminaior of rer unerauer oulcomes for the vader waor<force
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Remuneration report for 2021 continued

— Total -emunerat.or for each emplovee, which was calculated wark
reference 1o 31 Decerrher 2021, has neen comparec 1o the Ch.ef

Execdnve’s sngie figure. | ast year, tne Chief Execut ve's single
figare was a corbinec “gure for Andy Brrd and john Fzlion,
recogrising the change in leacership cunng the year This year’s
pay rat o has been calculaied using Andy Bird's single figure only.
Andy Bird's siogle figure nas been converted using a USD GBP
excharge -are of 1.3753 (the average oxcnange rate for 2021)

-— Far the cuar le employess, total remanerstion hias been
calculaled or 3 similar besis o the Cie” Fxecutive's single figure
Base salary, pension and benefits are based on full year figures
taken from payrol. Anneal bor us figires a-e based or the
relevant marager recommendaliuns anic relate 1o norformance
in 2027, hone of rhe erployees at the 257 S0 or 757 percentle
had share awards vesting ir 202%

— Total -emunerzuon figures for the 25 50 and 757 percenole
emplovees ave 2s follows' £34.£20, £35.625 and £58418 ihe
respeciive base salanies ares £27.500, £33 150 ang £48,712

— A=ign ficant proporior of the Chief Executive's pay s irked to

performance and, nrespect of tbe LTIP and co-irvesiment award,
shate vrice performance Therefare, the Chief bxecutive's Ray Car

vary signficantly year-on-year nased on company performance,
The ircrease i ths vear's pay rauc reflects a payaut unaer the
AP (63% of maximurr ) ard the vesung of the first tranche of te
co-rwestment award, weich was granted to Ardy Brre to support

his recruitment. This reflects the sirong strategic, coeratonal and

finanoial progress of the business duning 202% th compgansan,
las. year's single fgure far the Chief Execut ve corrprsed fixec
udy only. There was w0 payout for Executive D rectors uroer
either the AP or the L71° last year, reflecting the unforeseen
impact of COVID-19 on the business duning 2020

— The company consaers the mediar pay rabio cons steni with the
corepany's wider policies on enployee pay, rewa’d anc
progression. The Committee rerrans focused on ensurirg that
remuoneration arrangemen:s N pace for the broacer employee
pcpulal.on are corsistent with the need [o atiract ard reiam ine
r ght walent fo- the company's digal fut.are

Ditution and use of equity
Pearson can use existing shares boughtir the market, treasury

shares ar newly 1Issued shares to sznisf; awards under the company's

var ous sha-e plans For restricled siock awards under tne LTIP, the
corpeny would normally expect to use marker purchased shares
There are Imits on the emount of New-1ssue equ Ly we can Jse. In
ary roiling 10-year periog, no moare than 10% alf Pearson equ ty vall
ke 1ssued or be capavle of beirg issued, under all Pearsor's share
plans, and no rrore tnan 5% of Pearson equity will be 1ssued, or be
capable ot being iss.ec, Lnde” Execuve or d seretionary plans The
headroom avallabie lor all Pearsor. olans, Exccutive of ciscreuonary,
ard shares held ir trust is 25 {ollows:

readroomT 2021

All Pearson plahs ) 7.8%
Executive or discretionary plans ) 4.7%
Shares held in trust 4.8%
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Role Name Title
Chaur (from Sherry Cout. Indepenaent
1 Seprember 20273 “on-Fxocdive
Chair {to ame Elizapeth Dreqors
" Seprember 2027} Coriey (untl
21 Decemper 2041)
Tir Score
Saney Taurel Char of the Boart

Internal attendees Andy Bird Chuef Executive

Sally johason Chief Mnarasl Office:
Anna Viksirom Chief Hurman
Persson {unnl Resources Off cer
June 2021

Paul Crinstian Seniar Vice

Pres.dent, Reward
Graeme Balawin Company Secretany

External adwsers Delorte LLP

Nole 1 migne, Taarslwas o memoer o0 1he Tome rec thraagho o A0 as
permitted Lo der trie UK Corpotate Governznee Cooe

Advisers to the Remuneration Committee

During 2021, the Remuneravon Comm tiee recetven advce from
incependent Rerruneration Cammittee aovisers, Delo tre LLP.
Celatte LLP were appointed by the Commmittee n Juty 207 7 following
a lender process The Commiztee also received legal adwice from
Frestfelus Bruckhzus Dertnger « P nike course of the year

Delaitie LLP suppiied the Commitize with advice on current market
trends and developments, incenuwe plan design and target setr ng,
nvestar engagerrent and ather general Executive remureration
matters |n respecl of tmerr services to the Committee durirg 2027,
Jclorte LLP were paic fees, which were charged on a me spent
basis, 0f £709,400 Duriag the vear, separate tearrs wizhin Deloille
LLP also arowided Pearsan plc wir certan tax and other adwisory
and consullsncy services

Deloite LLP are founding merrbers of the Remunerauon
Consdhants Group and adhere mors Code of Conduct

Ihe Commuttee remains satsfied that the adv ce proviced by Deloirte
LLF was objecuve and independent, and that the prowvision of other
services in no way compromised their ndependence 1Hs the view of
the Committee tha: the Delotte . LP engagement partner and tearn
that provioe remuneralion adwce 10 the Commitee Jo not Fave
connections with Pearson or s Direciors that may impair their
independence. The Camrmittee rewiewed 1ne potent al for conflicts of
interest and Judged that there were appropriate safeguards agairst
suct conflicrs,

Terms of reference

The Committee’s full charter ard terms of reference are avallzble an
the Governance page af the company's website A summary of the
Committee’s resporsipilities 1s set oJt below

The terms of reference reflect the provisions of the 2018 Code.



Committee responsibilities

Determine and review policy

Determine and regularty reviews the rémuneration pohaes ior the
Execanve Directors, the presidents and ather mempers of Pearson’s
Executive Management fwhao repart directly 1o the Cief Drecuiae).
These polices incuge baso salzry, annual and long-term incentives,
pension arrargements, any cther benefits, and termination of
employment When setting remcneraucr policy, the Committee also
[AKES INT0 2CCOUNT remuUreranon practces and relsted polioes for
the wider workforce )

Shareholder engagement

Ensure the Lompany maintans an zpproprate level of engagement
with its sharenolders and sharehalder representatve bodies i
relation ro the remuneratior policy anc ks implementason

Review and approve implementation

Regulzrly review the mplemertaton ard aperation of e
remureration polcy and approve tne ndnadual “emuneratar and
benefits packages of Execulive Managemert

Approve performance-related plans

Approve the design of, and determine targets for, any pertormarce-
related oay plans operated by the Group for the Pearson bxecutive
tManagement tearm and approve the tatal payments e ba made
under such plars.

Set termination arrangements

Advise and gecide or general and specf ¢ remuneration
arrangemen:s ir connect on with the termuration of erploymrent of
Executive Managemen!

Determine Chair's remuneration

Delegate responsbil vy for determining the remunerauen and
nenefits package of the Chai of the Board

Appoint remuneration consultants

Appoint and set the terms of ergagement “or gry rerurieraton
consultants who advise the Comm tlee, and monitor the cost of suck
ascvice

Talent, retention and gender pay gap

Review apdates from manggement on walent, retenton and gerder
Pay 2ap.

Workforce remuneration

Have oversight of workforce remuneratior policles and pract ce for
the wider argamsation

Remuneration Committee meeting focus during 2021
Duning toe year the Cormitiee undertook the following atiwites

— Revieweq arc anproves 2020 annual anc icng-terrr nerformance
2rd payodts to CxecJuve Jireclors and tenior management

— Reviewed aro aup oo r(entive arargements for the campany
zrd how this will epply Lo Executive Directors arc senior
rmanagement far 2021

— Engaged extens vely with skarenclders following the 2620 EGM
&rd 2021 AGM resulss, to fariner ungersterd the views of
shareholders and now Pearsor can engage construchively witr (s
shareholders and advisors gong forward Continted monitoring of
shareheider views throughoot the year

— Approved remJneration arrangements for a rumber of new
appoinimerts to ine Execatve Cormittee

— Rewewed arc cansidered &l “‘eedbacx receed from shareholder
engagement exercises as par of Comm ee's dISCJs50Ns anc
cans dered ongoing shareholder engagement strategy

— Recewed upcates on the fnzncel performance of the gusiness
Ar.C DIDEress eEaNs: stralefic measures, Noted and reviewed e
staius of n-fhght #icentives

~— Recewed upcates on pay 2nd cenditions aoress the company as &
whole and 100K these INIC dCCodrt when ggterm nmg exelutive
reruneracan

— Noted updates or corporate goverrance, ncludirg a review of the
2027 AGM rerrnerafion renoring season

— Reviewed the company’s gerider pay gap cisclosures and noted
the acvons being teker (o address the gap

— Nored the actiiry of the Standirg Comm ree of e Bozrd In
relazon to the operation of the company's equity-based reward
programmes and roted the company’s use of equity far employee
share plans

Committee evaluation

Ann.tally, sne Committeg reviews its performance, consrranon and
charter and terms of reference to ensure IL1s operaling &l maximurr
effeciveness and refommmerias any changes 't considers necessary 1o
the Board for approvel Overall, foliowing ns review 1 2027, Lwas
consideret thal the Commiiee i operaung effect vely with strong
processes n place and a bigh gualty of discussion (nerenew
recognised the Committees corsiderable efforts duning 2021,
including Irs Lontrbutan towards angong shareholcer ergagemect
and iransiuan of Remuneranon Committee Chair dunng the year

in 2022, the Cormmittee wll have significant focus on the rieganial
renewal of the Rerraneraton Policy al the 2023 AGM Tae Committee
will 850 CcONUINLE 10 eNSUre remunerat on arrgngerents for semor
mzragemert ant the wider wor<iprce support the atiracon of key
Tafent s wel as e gelivery of the compary’s strategy The
Commities remaimns vighart in 2ssessing the extert o wmch s
ArTVItIes support 200 erahle progress in the campany

Voting on remuneration resolutions

The followrg table summierses the details of votes cast in respect of
the remLneratior resgius'ons

Annual report on

Remuneranon (20217

AGM) 62 75%% 37 25% 181.3M
2020 Remuneration
Policy (2020 AGM)
Amendmert to 2020
Remuneration Policy
(2020 GM) 67 22% 3278% 370,

95.12% £.88% 219,641

The Directors' remuneration repert has been aporoved oy the Board
on & March 2022 and signed ar its nekall by

Sterny (Coutu

Sherry Coutu CBE

Chair of Remuneration Committee



Additional disclosures

Pages 73-136 of this document comprise the Directors' report for tne
year erded 31 December 2021,

Sel alt below is other statutory and regulatory information thar
Fearsor iz vequired to disclose inits Directars' report

Going concern

T he Directors have made an asacssment of the Group's abilicy 1o
comlnue as a going concern and cons der it appropr ate Lo acoptine
£01mg concerm basis of arcoanting,

Viability statement

Ag el 0ul or page 69, Lhe board has reviewed the prospects of
Pearson over e “ve-yest penud o Dccember 2026 The voarc
ardlysed a veriety of dowrside scenar ¢s, ncluding s 'Severe but
piausible’ scenzrio where the Groap s rpacted by all principal risks
from 2022, as weil as reverse stress testing fo idenofy what wouc be
required 1o either breacn covenants ar rur out of ligud ty. The
‘Severe hut plausible’ scenario modelled arimpact from risks which
N aggregate were significartly greates than trose seen ir 201
calumg throLghout tne “ve-year penod

Even under a severe dowrside case, the Group waodlc maintan
comforizble iguadny Feadroom and sufficent beadroom against
coveERant requirements auring the period under assessment, even
hefore modeling the ritgaung effect of ac- ons thas tre
management woJlu take i the even: that these downside risxs were
o crysialise The dowrcide scenarios assJame that <evolving credit
fzeihes wll be avallable throLgnour the perrad 1o 31 December
2026

Share capital

Betalls of shere sssues gnd cancellstions are giver innote 27 1o the
“nancial statements or page 201. "he company has a single dass of
shares wh ch s civided into ordinary snares of 25p eacn The
ordinary sheres are in registered form, As at 31 December 2021,
/5€.801,904 ordinary shares were inissue AT the AGM held on

20 Apri 20217, the corrpeny wes authorised, subject to certam
conditioms, Lo acquire Lp te 75,373,162 ordinary skares by market
purchase and o 1ssue up to 502,487,753 ordinary skarcs.
Sharenolders wili be asked to renew 11 zathority at the AGM cn
29 Apnil 2022

Share buyback

On 25 February 2022, the company announced sts intention 1o
commence a £350mr share buybac programme Tre programme will
commence in 2022 10is currently anpcipated that tne repdrchased
shares wil be cancelled and the nominal value of the shares will oo
transferred 1o the capral redemption reserve

In 2020, approximazely 30m shares were bought Gack and cancelled
at acost of £176m 11c nominal vaiue of these shares, £7m was
rrarsferred ta the capitel redermpton reserve

The Board believes tnat the company's slralegic priontes, combnec
with the discplimed approach fo capital allacation, will enable
Pearsan to creale sustainale, iong-term value for every stakeholcer,

We nave sel oul clear capilel allocation priarizies as follows,

— Mairain ng a strorg balance sheet and solid mvestment-grade
credit raungs through an aporopriate capial struciure

— Investing in the business to drive organ-¢ growth

— Afacusen and disopined approacn to value enhancing
acquisiLors

— Delwering shareholder returns through & sustanable ana
progressre drvidend policy

— Returning surplus cash 1o shareholders where appropriate
through buybacks or speciz. dvidends
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Major shareholders

Information provided w0 the compoany pursuant 1o the Nirancial
Condudi Authoniry's Disclosure Guidance and [ransparenicy Rules
(OTR) 15 pubhsked or a Regulatory Information Service anc on the
COMPany's wensite

As at 31 Decernber 2021, the company rad peen not fied uncer DIR
5 of the follovang halders ¢f s grificart voting nights ir 128 shares,

M Umber PerTeNLASe 25 AL

clwit ng nghts dae of 2ot catun
Lindsedl Tran Limized 75,608,454 9.99%
Schroders plc 75127663 9.98%
Silchester Internancrsl
Investors LLP 75,051,050 9.97%
BlackRock, inc. 52,766,197 7 00%
Cevign Caprtal 11 GP Limeted 40,623,241 5 40%
Ameriprise Financial, Inc
and its grodp 41,236,375 502%
Libyan Investment Authornty® 24,431,000 3.01%

Imclanes 22 725 {0 0245 gualitgr g 17 anc 2! mse ormends Lo wh o oling rpris are
dltached

Irzliecs 14,28

ar¢ atioChreo

LELI S3% guel Tang Imarc alinstrumorts (o am b veing

~J

Puliy

o

Based o roufcat on o the SOy duled 7 Jur e 2000 e fave peen novles of
noagrge Lo s nola ng s noe that date Assers belong »g o, or dwned, Feid or
corcrolled on 7 ¢ Seplermner 207 opone Lk e ieesrmiert Adthorr, analowzted
oestaizie Linye o Al dgle, are reson raccoreante b The Linya (Saroronst kL)
By Reg laiors 77027

Beiween 31 December 2021 and 7 March 2022, be ng tne latest
practicavle date hetare the publicanon of thes report, e corrpzny
received furiber nouflicalors unger DTR &, with the ~rost “ecent
nosiuons being es follows:

P\u"m: - E’Pf.rf-ntage:< ﬂT
cfvoing fghts dare ol nonrcat or
Lindsell Trair Limited 36,743,604 <5%
Cevan Caplial Il GP Limsled 77163275 1019%

Annual General Meeting

The noiice convening the AGM 1o be helo al 10-30am o1 Friday,
29 Apnl 2027 st 1ET _ondor, 2 Savoy Place, L oraon WCSR OBL, s
contairea in a arcular 1o skarehaolders to be dated 24 March 2022

Registered auditors

In accordance witn sect on 489 of ne Companies Act 2006 (the Act),
a resclulion proposing the aopointment of Erns: & Young LLP as
audiitors to the company will be proposeo at the AGM, a7 & leve! of
remuneranon Lo be agreed by the Audit Carmmittee

Amendment to Articles of Association

Any arerdments (o the Articles of Association of the company (The
Articles) may be mage in accordance with the provisions of the Act by
way of a special resolution.

Rights attaching to shares

The rights atacking to the ordinary shares are defineg ir the Art.cles.
A shareholder whose name aopesrs on tne comnanys register of
members car choose whether his/her shares zre evidenced by share
cerificates (e in certhicated form) or held electronically (e
dncertficeted form) in CREST (the electronic sctilement syster in
the UK)



SUDJECLTD any restnciiors bolow. sharenolders may attend any
generzl meeung o the company and. on 2 snow af hards, every
sharetolder (or bus/her representatve} who 1s present 5T a gencral
meeung has one vote on ezch resolution and. on a coll, every
sharcholder (wnether ar indwiduai or 2 corporation) present in
persor ar by proxy snall have ore vote for every 25p of nominal
share cartal held ArespiLtion put tothe voie at 3 general meeling
hele partly by means of clectromc faclity or faclnies snall urless the
char of the rreet ng determires that it shall be decided on a show of
hiands, be deoded ona poll. Subject 1o this, a1 eny general miepting, 2
resolunon pJt to the vote at the meeting shell be decided on 2 snow
o hands, unless be‘are, or on the declaration of the resuli af, a vare
un a show of nanos. a poll s demanded, A polt Car be demanced by
the Charr of the meeting, cr by et least three sharehalders (or their
representatives) present m person and having the night ro vore, or oy
any shareholders {or therr reprosentatives) presertin person Naving
at feast 10% of the total voting rights of all shareholders, or by any
shareholders (or their representatives) present N person nolding
ordinary shares on wich an aggregate sum has been paic up o° at
least ~ 0% of te toral sum paid up on all ordinary shares At this
yezr's AGM, vourg will agair be corductec on a pall consistent with
best pracuice.

Shareholders can declare a “nal cividend ny passing an ordinary
resolution aut the amourt of tne d videna cannat exceed tne
amown: recormendsd by the Baard The Board czr pay internm
drvidenos or amy ¢lass of shares of the aroants and or the dares
ard for the penods they dedide. In all cases, the disinbutable prafits
cf the campany must be suffiuent to jLstfy the payment of the
relevant dividend.

The Board may. fauthonsed by an ordinary resolunon of the
sharel olders, offer ary snercholder the nght 1o elods 1o receve new
ordinan, shares, which wil' Ge credited as fully paid, nstead of ther
cash dradend

Any dnadenc which hes not been claired for 8 vears sfier 1t becare
due for payment will be forferred and will then belong Lo the
coTpany, Lnless te Directors dende otherw se

If the compary 1s wound up. the iqudator cen, with the sanctior ofa
special resoluuor passed by the shareholders, d wide among the
shareholders in specie all or any pa-t of the assets of the corrpany
ard car value ¢sseis are determing how the dwision shall be carries
oLt as between the snareholders o d Herert classes of
shareholders.

The quioztor czn also, vt the same sareLon, transier the whele or
sry part of the 2ssets to rustees upon suLon T asts far the benefit ot
the sharenglders.

Voting at general meetings

Ary for of proxy sent oy the shareholders to the company in
relation 1 any gercral meenirg must be delncrer to the compary
{Via s ceRISTaTs), whether in wr Ten or electronic form, Rt less than
A% rours hefare the tre appointecd for Folding the meetng or
acjourned meenng at wnick the persor named nthe acponiment
Proposes 1o vole.

The Board may decice irat a sharehalder is rot ent thed ro attena or
vate ertter persorally or by proxy 2t 3 gerersl meetng or 1o exercise
ary other ngn: conferres by being a skarenolder “they orary
person with an nterest ir shares Fas been seht a rofice Jncer
secuon 793 of the Act {wh ch corfers upon puolic companies e
pOwEr To reauire Informaton witk resgect 1o nterests Ir their voling
shares) and they or a1y interesiey person failed to supp'y the
carpany with the informauon requested wiinin 74 days aller gelvery
27 thst notice

The Bozrd may also dedide, where the relevant shereholding
comprises at least J 25% of (ne nomnal value of the 1ssued snares of
that class, that no diviaend s payadle in respect of those defaclt
stares ard that no trarsfer of ery default snares shall be cegistercd
anless the shareholder s not Firrself in default &5 regards suopiying
tne information requestod and the transfer, when presented for
TeRISIFalon 15 atcotnoanied by a ceruficzte irom the sharehoider n
sach forr as the Board of Drectors may recuire 1o the efect that
after due and careful inquiry, the shareholder 15 satsfiec that ro
perscr e defauli s mreresied m any of Lne ordinzry snares whicn are
being rransferred, or the trans’er 1s an approved transfer as cefined
i the Art cles, or tFe registration of the transfer 15 required by the
Urcertificated Securtics Reguiations 2007

Pearson operates an employec benef ttrust to hald shares, pencing
employees becom ng entitied to therr yrder the comoany’s
cmiployee share piens There were 1,738,072 shares Feld as ar

37 December 2021 Tre trust nas an indepencent trustee whieh Fas
full discrenon in relauan 1o the vourg of suck shares A dvidend
waver operates on the shares hold in the trost

Pearson also operates nominee sharehalding arrangements which
holc skhares om bekelf of employees As at 31 Decerrber 2021, there
waove 7,512,320 shares boid in the Sharestare aCCoLnt somin stered
by Eguiri Limited (Cou n u} The peneficial owners of shares neld '
Snarestore are INVTed [0 SUBTTIE YOUrg IS Jchons orline at www
sharevew co.uh 1Tno nsiruchions are gwen by the berehoa owner
by the date specried, Tre trustees Rolding these shares will not
oxercise the volirg rights

The Compary’s share scheme aamirist-ation was (ransferred from
Ecu'mit to Compuiershare Investor Services pic {€ ompuiershare) on
37 Decerber 2020 As pert of the transfer, the closare of tf e Global
Nominees account administered by Cquinitl was 171 2ted As at

37 Decerher 2027, 839 shiares wore remam ng n the Giokal
Nominees account

As 21 31 December 2027, there were 2,513,857 shares heid ir the
Compurershare Share Plan Account (5PA), which is adm.nisteres by
Compuiershare Benefic zl holders of shares held in tne
Computershare Share Plan Account (5FA) are rmvited ro subzmicvotrg
INSTrLCTIONS 2nling gt waw.ecuateplus.com If No Irstructions ¢re
ziven by the benatical owrer by the date specifiec, the nominee
hotaing these shizres w lt nos exercse the vatieg nghts

Transfer of shares

The Board may refuse taregsier & transfer of 2 ceruficated share
which s nar fully paic, proviced that the refusal coss net prevent
dealings i shares in te company from Laking place on ar open and
proper basis The Board may alsa cefuse 1o regster a trensfer of a
cercficated snare unless: (1) the nstrument of trarsfer s lodgec, duly
stamped (if stampabie) or duly ceruf ed or otherwise shown to the
savsfacnon of the Board to be exernpt rom vlamp duty at the
registered office of the compary or ary other place deciced by the
Baard, and s accompaniec by the cesvficate for the share towh ch ¢
relates and such other encence as the Board may reasonach
requre g show me r ght of the transferar 1o make the transfer; (1] 1
151 respect of orly one class 6f shares, and {15 s 10 favoar ofro:
mare than four ransferees

Trans'ers of untert’ Caied shares mLsL De Carriet 0Jl Jsmg CREET
and tne Boarc cen refuse ta register atrans’er of an uncernficared
shacein accordance with the regulations goverring the opera: or
of CREST.
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Additional disclosures continued

Variation of rights

If at any tme the cap 12l of the comoany 15 dwided into different
clzsses of shares, the specal rights attaching to any class may oe
var ed or revaked either

— (wth thewritten censent of the halders of a: least 75% in
norninal value of the 1ssued shares of the relevant class or

— (n)with the sanction o a special resalunon passed ar a sepacate
general meeting of the nolders of the shares of the ~clovant dlass.

Withoul pre udice 10 ary special nghts previoJsly con'erred an the
holders of any existing shares or class of shares, any snare may be
ieued with <ok nreferred, deferrec or sther speaai nights, or suon
restr clions, whetber imregarc to cividend. voung, retorn af capial ur
otherwise as the company may f-om tme to Tme by ordinary
resowution delermine

Appointment and replacement of Directors
The Amicies contain the following provisions in -elztion to Directars

Cirectors sheli be no less than wwo ir nimber Dicectors may be
sppo mied by the comoany by ordinary resalution or by the Boarc

A Director appointed by the Board shall hold office only untn the next
AGM and snall then be eligible for re-appointment The Board Tay
“TOM TIME T TImie 3ppoint oce or mare Jirectors to hold Execanive
office with the company for suck period {subject to the provsions of
the Act) end upor such terms as the 3oard may decide and may
revo<e ar termmeate ANy apDOMTment =G I aie,

The Arucles prowige that, at every AGM af the campany, every
Director shzll retre from office anc, unless not willing to act be
angble for re-zppointment,

If 2 Myrector 1s Nk re-appointed, tney shzll, subject Lo the Aracles,
retair office until the meeting apooints sormeone 11 tnerr place, or, If
1t ooes not do s0, Jntl the end o the meeting, or. f the meeting s
acourned. ine end o’ the adjourred meeting, Where a Birector has
been sppoimted efier notice of the anrua: general meeting has been
gven, nat Director shall retire at the next annLal general meeing of
which notce 1s first giver after his ar ~er appoirtment as Direcior

fthere s an insufficient number of appointed or re-appaintec
Directlors 2t any of the compary's annuai general meeungs thus
rendenng the Board inguorate, alt Directors shall be automeztically
re-appoiricd orly for the purposes of filng vacancies and convering
general meetings of the company and o perform such duties as are
appropriate 1o maintzir the company es a going concern and 1o
enable it to comply w.th its legel and regulaiory obligattons. The
Directors are required to ronvene a further general meeting of the
COT Peny 25 SooN as reasonably practcable ta allow new Directors to
be appainted. and suck G reciors who were not agpointed at the
onginal general meeung shall subsequently retire.

The compary may by ordinary resolJtion remave any Director before
the expiration of their term of office. In additior, the Board may
terminate an agreement or arrangement wth any Dircctor for the
provision af their services Lo the compary

Powers of the Directors

Sabjectio the Arucies, the Act and any direcucrs gven by special
resolutian, the business of tne company will be managed by tre
Board wno rmay exercise all the powers of the campany, iIncluding
poweers relating 1o the issue and/or buy ng back of shares by the
Comipany (Subject to authorsation, and any siatuiory restricions or
restrniclons imposed by skarenclders in a general meetng).
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Directors' indemnities

A gualfy ng th rd-party irdemnity (QT1}, as permitteq by the Artcles
and sections 232 anc 234 of the Act, has been granied by the
cormpany ta eacn of its Directors Uncer the provisions of the QTR
the company undertakes 1o indemnity each Director against haoiliyy
10 thiret parties (exclucing crirranat and regulatory penzlties) ard ro
pay Directors' costs as incurred, pravides that they are reimbursed 1o
the company it the Director 1s found guilty, the court refuses to grant
the relief sought or, In 2N action DroLgNt by the compary, |[ucgemant
s given aganst tne Direclor, The indemnity has been i farce for the
fngnual year ended 31 December 2021 and s currently in force, The
compary has purcnased arc maintains Directors anc Officers’
MMsuraree cover against certam legal natnl ies and costs for claims i
cannection with any act or Orressiun by suck Directors and Officersan
\he execuuion of their daties.

Significant agreements

The fellowirg significent agreements cortain provisicns entiling e
COUNTEIPAITIES 10 EXErCISe Term natior or otner nghts in the evert of
a change o’ canirol o' the company.

At 37 December 2021, the Group’s principal bank tacility, the
§7.790m revolving cred tfacilty agreement, allowed that upaon &
change of contral of the comrpany, any psrlicinating vank rray

regu re 1is outstanding advances, rogether witn zccruec irterest and
any other arrounts payeble in respecr of such facilny, andiits
commitments, (o be cancelled, each within 60 days o* nctification o
the Liarks by the agent. The faclity was undrawn at yesr enc The
group’s ouistanding Mxec Rate Notes (See rate 18 Borrowirgs for
more rformation) elso contain g provision requirirg that. nthe
evert of a change of cortrol which leads to 2 downgrade in credit
ratirg below Baz3 (Moody's) or BBB- (Fitch Rat ngs), the company 1s
requred to make an offer to Investors to repurchase oltstand rg
nstruments at par plds accrued interest, which Irvesrars are not
obilged to accept For these purnoses, 5 'change ot control accurs if
the company becommes g sLbsideny of ary other compary, or one or
mare persons acurg eitner indwedually or 1N concerl ootains conirol
{zs defined in section 1124 of the Corporatior Tax At 20707 of

e company.

Shares azoured throagh the company's emp-oyee snare plans rank
pari passu with shares in issuc and Fave na specel nghts For legal
and practicai reasons, the rules of these plans set out the
conseqguences of a cnange of control of the company.

Other statutory information

Orer mformaton that is required by ine Acl ard by the Large and
Megium-sized Comparies and Groups (Accourts and Reports)
Regulations 2008 (as amended] 1o be included in the Directors’
1eport. and whick 1s imcorporated by reference, can be located as
follows

§Jn_1_rr_1a_f;disclosures index See more
Drvicend recommendaton o S Prag'e'59
Mnancatinstruments and nanc sl nisk Page 188
managemert

important events since year end Page 52
FutLre development of the business Page 12
Research and developrnent actwvities Page 16
Employment of disabled persons Page 4G
Employee involverment Page 48
Greerhouse gas emIss'ons and cnergy Page 53
consumption aata

Statement describirg e ployee engagerment Page 17
Staternent describirg regard o supplers, Page 19

customers and other stakehelders' interests




WL the excepnion of the deadend waiver descrbea on page 133
there is o informanor o be dsclosed in accerdance with Lsnng
Rule 9.84

MO DORDCE' JONBTIONS OF COMGDALENG Were MaTe O expendiiie
mcurred by the company or 1s subsidianes duning the year.

Dur discigsarcs are consstent witk the recommendatcns of the
Tase Farce on Chimate-related Finarag! O.sclosures (TCFD) and are
ser our on pages 70-72.

Fair, balanced and understandable reporting and
disclosure of information

A5 required by the Code, we have estabhshed arrangements 1o
ensure tnat all Information we report to nvestors and reguiarors s
fair halanced and unaerstariaanle. & process ard tnetape for the
producuor and approval of tnis years repont was sg'een oy the
Board a1 te meetng v Decomber 2027 Tre ull Board then nad the
OPROTTUNITY 10 fevitw and LomMert on the 1eport as 1 orogressed

Tre Audit Commutree s also dvalable 1o advse the dsara on cerlalr
aspoits of the report o enable the Divectors 1o fulfi their
responsitilinyin s regard. The Directors consider tat the annus!
fepart and a0counis, taken ac g whoie, 1s fair. balances ana
undersrardeble and provides the nformauor necessan, for

sha eholders

10 aszess M@ Lompany's posilion, nerformance,
DUSINCSs IMade a10 Srategy.

Representavves from Fnaraa’ Renoring, Carparate Afars
Cormrpany Secratarial, Legal. [nzernal Audt, Compliance and Risk, ard
Rewarc are imvilved ' tne prenaration and roview of the anrnual
LRt IS ensare a cehesive and calanced approach and, as with gl
of oui financ.al reporing, a trorough verfication of narrative and
fingriciar siazements s conddcted We alsc have procodures in tiace
w0 ensdTe tRe LMely release of mside nformaton. through our
WMarget Disclosure Comrce

The Directors also confirmi thar far each Drector . oflice af the date

of this repor-,

— satar as the Director 1€ aware, thare ' Ao reevant 3.0t
mrormanon of vhich sre Grogg ana comzany's audnors are

urawasre

— ey have teken all the steps that They ought [0 have taken ag
Direclors .n o oer 1o make therr aare of 37y relevant aLat
nfOrmanor 310 to estabveh that the Groun and e Sompany's
auditors are awzre of that informganon

Directors in office

The following Directors weTe m oilce Qonng Ine year:

M M Lynion

- resigred on 30 Apr! 2621
Cotley G L Prieatbly

~res gnea on 271 Decemper 2021

5L Cout T Segre
vilox STaarel

- refred on 30 Apn' 2021

S0 JohnEsn ACTho™as

- zooonted or 1 Odober 20270

_ K Lonmer LA Walen

Trie Directors report has been aoproved by the Boara or & Marck
2022 ara signed caate benalf oy

7%@1—(»&.
Graeme Baldwin

Company Secretary
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Statement of Directors’ responsibilities in respect of the

financial statements

Statement of Directors' responsibilities

The Directors are responsibie for prepaning the anrual report ans
accolnts and the financial statemenrts ir accardance wth apel catle
iaw and reg.lat on.

Company law requires the Directors to prepare financia! siatements
for eacn financal year Under that law, the Doreciors have preparea
the Group snd corrpsny finzncal statements in acioroance with
UK-aooptec interr at or@ accouning standaccs, In prepasing ihe
Gicapr and company Tinanc 4l slatemerts, the Directors have alse
cloctec o comply with Inzernational Firancal Reporing Stardards
1ssaed by the INtenatonai Accournng Stardards Boara (1IFRSS as
issued by [A5E).

Undes company law, the Dicectors must nas apprave the ing10al
sratermnents unless they are satist.ed that they give g true ane fair view
of the state of affars of trie Group and company ano of the profit or
lazs of the Group for trat period. In prenaning the fnang al
starements, the Directors are required tor

— select saitsble accounurg policies anc then apply them
consistently

— slate wheiber apphcabie U<-adapred interraucndl accountng
stancards and IFRSs issued by 1ASB nave beern followed, subwect
to any matenial departures gisrlosed ard explanec in the
finang al statements

— make Juzgements and zccourting estimates tnat are reasonable
ana prudert

— prepare the Mancial statements or the going concerr basis
nnlessitis nappropriste to presue that the Group and
compary will continue 17 bus ness

The Directors are responsible o safeguard ng the assers of the
Group and company ard nence for taking reasonanle steps tor the
preveruon and detection of f-aud and otner rregllarives

The Directors are responsible for keepng sdequate accounting
records thar are sufhicient to show and expian the Group and
compary's transactons, and disclose with reasonabye accurary a
any ume the financial pes tar o7 the Group and company and enanle
them 1o ensure that the financial statements ana the Directors’
rermureraton report comply with the Companies Act 2006.

The Drrectors are respansiale for the mantenarice and ntegrity of
the company’s website _egislation in the United Kirgdorn governing
the preparation and dissermination of finandial stztements may differ
from legislation ir other Jursaicions
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Directors' confirmations
fach of re Direciors, wnose namres and functions are Isted 0 the
Governance "epo T confirms thar, to the best of ther knowiedge.

— the Group and cemrpany finangal staterients, worch have been
srepaten i accordance vath Uk-zdopred internatioral
aCCOUNUIrG siancards and IFRSS ssued by 1A5B gie a true ard
faw wew of the assets, iaprities snd financial nositer of tne
Group and cormrpsny, and of the prafil of the Groaup

— the straregic reperhincades a far review of the development ang
perfermance of the buasiness and the pos:ion of the Group ard
COMpany. Lgather with 3 cescripnon of (e prndipal reks ond
UnCerairies tar it faces

Trus tesponsiniity statement has been aporavea by the Board on
B March 2022 ana signed onits benalf oy

Sl

Sally Johnson
Chief Financial Officer
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Independent auditors’ report to the members of Pearson plc

Report on the audit of the Financial
Statements
Opinion

In our opin ot Pearsen plo's consolidatee ‘indnual statements and
company Inandal stalemen:s (the “firancial statemenis”)

— give airue and fair view of the state of the Group's and company's
affairs a7 2* Decomber 2021 enc of the Group's profir and the
Group's 2nd company's cash flows lor the year inen ended;

— hzve been properly prepared in accardance watn UK-adopred
INLEFNALoNAl ACCOUTINE, sLarndards, anc

— have beer prepared in accordance with the requirements of the
Camnanies At 2006

We nave audied the fnanazl statements, incuded within the Annual
Report and Accounts (tre "Annual Report™), wroich camonise: the
consalidaten and company balance sheets at 37 December 2027,
the consoudated iIncome statemen: ard consoligaied stazement of
corprehensive Income, the consohdated and coTpany casn law
stalemnerts and the consolicates and company statements of
cnanges it equity for the vear then ended; and the nctes 1o the
“nencal statemenss, which inciude a descripr on of the sigrificant
accounting polices

Our opirion s conststent watn our reporling Lo the Acdi Committee,

Basis for opinion

We conducter our aucit1n accordance with Internatioral Standards
an Aucinng (UK) ("15As (LK) and applicable law Ouwr respons.bilities
ander 15As (UK} are further descnbed in the auditors’ resporsibil.nes
for the gudit o e ‘inancial siatements secuor of our report. We
believe tat the audit evidence we have obtamed is sufficiert and
appropreate 1o provide & basis 107 our gpirion,

Independence

We remainec indepencent of the Group in accordance wath the
ethical requirements that are relevant 1 our audit of (Fe firancisl
sTelements . the LK which nclude the FRCs Erhical Standarc, as
applcable 1o hsted publ cinterest entities and we have fulfilled our
other ethical resporsibilities ir accordance with these requirerrents

' the best of our knowlecge and betef, we dedare that non-audn:
servces pranibited by the FRC's Zthica: Standard were not prov ged
1o the Group

Other than those cisciosed N note £ to e consalidated fingncial
statements, we have providea no rer-aud Uservices Lo the company
or its cortrolled uncertakirgs in the period under audit

Our audit approach

Overview
Audit scope

— We conductes our Group audit work In two <ey teratores, being
the UK and JS This included full scope audins at three reporung
corponents anc specficd sadic procedures at a furner seven
cormponents We idenufice ore shared serv ce cenire where audit
procedures were per‘orred over shared service furcuons for
transacuor processmg. Tre terrrores where we concucied audr:
procedures, together with work pericrmed at corporate functions
and at the CGroup level, sccounted for approsimately /0% of the
Groun's reverde, 73% of the Group's statutory profit before tax;
and 72% of the Grouo's adjusted profit before tax

— ror the purposes o the company audit we performec a full
scope addit In the UK of sll matenal financ al stztermnent ing items
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Key audit matters

— Jarrying vale of goodwill (Group)

— Property impairment (Graup)

— Acquisiiors and disposals (Grocp)

— US Student Assessment revenue recogn uon {Group)

— Carying value of nvesirents 0 sabsidsries (company)

Materiality

— Overall G oup matenairy £ 18 5 rull on (20207 £79 milior) pased
on approximaiely 5% of the Group's three year waighted average
agjusted profit hefore tax

Overall company matenahty, £44 mllion {2020: £45 millar) basea
or appreximarely 19 af net assots,

— Performance materizlity. £13 8 m lon (Group) and £33 1lion
tcompany)

The scope of our audit

As part of designing our audit, we geteTminca materiality anc
2ssessed the rnisks of rater.al misstalerment in tae financial
<ratements

Key audit matters

Kev audr. matiers are those matters that, In the auaitors professional
Judgement, were of rost signhcance nthe audit of the fnanaal
stataments of e current penoc anc Include the most s gn ficant
assessed risks of matenial misstatement (wnetner ar nat due o
fraad)identfied by te auditors, rncluding those which hac the
grestesi effect or. the overall auci stralegy: the allocetion of
resources 1N the audit, and direcung the efforts of the engagement
tearr These malters, end any corrmeris we make o1 tne resLits of
oJr procecures thereon. were addressed n the context of cur audi
of the firancial statements as a whole and in forming our cainmion
thereon and we do not provide a separate opinion on these matters

Ihis 15 not a complete List of all nsks identfied by our sucit

US Student Assessment revenue recogn ion, property impa rrent
anog accwisil.ons ard disposals are new key audit matters this year
The rpact of COVID-19, which was e key audit malzer lgst year, 1s 1o
longer incluacd pecause of tne marset recovery from the impacs of
COVID-59 resalting in the Group's imoroved tradirg periormanre
during 2021 Wrere relevant the cngomg impact of COVID-12 has
been assessed as nart of our auditn 2027, imclucing N relauor to
each key aadit marter In adoition, we have removed the key audit
matter related to returns DrovisIcNINg grven lower resicual sk 1n s
area due 1o the conuinuec and orgoirg cechre in prnt Copy sales
across the Group's Higher Educanon businesses. We have removed
the key audit mat:er re'ated 1o provsiors for uncerizin tax positions
as there have becn no material Lhexpected developments in 2027 in
respec: of the two marterel unprovided tax exposures related to FU
state 51d and a Brazilian rax authonty assessment relatec Lo gooowl
amortsatior deductions. We have also removed the key audit matter
related o recoverabiity of product develonment sssets, which are
arrortised over their useful econom.c hives, given that there has been
no trigger for mpairment in 2027 anli<c i 2020 when COVID-19
gave rise 1o an impairment trigger Otherwise, the key auadit matters
are Lonsistent with last year



Key audit matter
Carrying value of goodwill (Group)
Refer to note 11 in the consoidated financig! statements

AL 31 Dacember 2021, the Group had £2,145m (2020. £2,094m} of
goodwill The carrying value of goodwill s cepenaent on estimates of
future cash flows of the underlying cash generatng units (CGUs] or
apgregated COUs 1o wich goodwill s ellocated. f maragenent does
NOT AcIevE these cash fow esnmares, there 15 & risk that trere colid
e further imparment charges. This sk inNCTeases m penocs wien
the Groun's racing performance and projections do Bot meet
expectarons

The mparment reviews Periormed Dy Management contam a
ramber of signd.cant udgements and esnmates Changes w these
assurnprions can result in matenially different iImpairmrent charges or
available heaaroom.

i adomar, there sincremertal complexey and pudgement it thes
area in 2021 as management hes changed the level af which certain
reporting umits sre moniored and reported as a result of the new
strategy that was annourced in March 2021 Tne business
restructuring that has been undertaken by managemen: In resporise
10 INe New SIFBTegy Nas gven nse (e the creanor of & new divaonal
steciure, thereby requinmg a change 1n CGU determnauon and a
regllocation of goodw || to the rewly dentiied CGUs or aggregated
CoUs, This hes resulted in five new aggregated CGUs mapping fo the
rew divisional sttucture arc a futther fve CGUs that conmprise (Fe
businesses under strategic rev ew. The process of realtocating
goodwil, net assets and cash fows to these new CGUs 15 pudgemenial
and complex

MG impairment charge nas becr recorded in 2027,

We tested management's COU reassessment and we evzluared e
methodology sppled by maragerent to rezllacaze goodvall. We
assessed whether return on assel measures encompassir g goocwiil
are moritoret or reasured & a level lowes tran managernerss
resed CGUs or aggregated CGls

Wwe obiained management's valle N use impairmen. model at

31 Decerrber 2027 and we tested s matherrotcal miegnty We
vahdated the cerying arrgunis of the et assels subject o
ImpEirment restng to te Lnderlyirg accoLntng records, makirg sure
that (here was ppropriate consisiency between the assets and
iabiles that were inciuced In maragemenr’s assessmen: znd the
related cash flows, We agreed the forecast casn flows to bozrd
approved budgels and strategic plans and we assessed now tnese
budgets and strategie plans are compiled We evaluated
Mmaragements estimates related to shart-term revenue 2nd operanng
profit growth rates, cash copversic™ and corporate cost allocatians
We compatec management's forecasts énd key assumplions To
industry projeciiors and comgarable companies where th s
irformahon was avalable ane we evaluated Tre fistonea! accuracy of
maragements budgetng znd ‘orecasting

We deployed valuation experts [o assess the perpetuity growth rale
BN mscount raie for each CGU o aggrepated CGU by compar son
win iwrd pargy anfarmanon past performance and relevant risk
factors We compared rranagements valuauons wih third party
valugtions implied oy trading and transacion mulopies of the Group's
competiiors where this nlormation wes available for specif«c CGUs or
aggregated CGUs

We performed our own independent sensitivit/ arays s 1o
urderstand (e impact of reasonably possinle changes 10 key
JssUmDnors As part of s analysis, we speofically evaluared the
impact of the COVID-18 panceric on management's futare cask flow
projecuons and we performed raependent sensiiiyy aralysis 1o
evaluzte the impact of different COVID-1% scenenos pn the Group's
imparment Judgements,

Qur procedures focused onme five CGUsthar corrpnse the
bLsiresses under strategic rev ew wnere heaaroom was lowsr or
more sensitve (0 charges In key assumpuars. We corpared
maragemenrts value in use valuatons with inimal third party oids
recevec after year-erc less ezumated disposal costs 1o dentify
whether these net bit values provden comragicory evcence 10
ingicate that the strateglc rewiew CEUs were impaires at

31 December 202°

We corsidered whether ~ne d schos ores innpte 17
Wit 1AS 24

comphed

Based on the procedures perfprmec, we noted no mater al 1ssues
arsing frorn our work



Independent auditors’ report to the members of Pearson plc continued

Key audit matter

Property impairment (Group)
Refer to note 10 1 the consoidoled financio! statements,

A. 31 December 2021, 1ne Group held £465m (2020 £439m) of
fght-af-lise assets I relaton 16 ard anc bu ldings

Ir March 2021, the GroLp anneanced 1K Irtention o restructure 1S
property portfoho, with the largest Impacts ass ng or the Group's
propermies e London and New Jersey A total mpairmert cherge of
£719m has been recognised in 2021

The impairment revews perfonned by management cortair 3
rumber of signficant jJudgerents and estimates Cranges 1 these
assumpuors car result in rratenally different impairmrent charges

Acquisitions and disposals (Group}
Refer 1o notes 30 and 31 n the conschdaied financial staternenis

InSeptember 2027, the Group completed the acqus:itien of Faethm
Hold'ngs, Increasing its ownership interest fram 9% 1o 100% for a
wtal purchase price of £65m, Maragement engaged s third party
exnert to perform a valuanion of the intargible zssets acquired The
Group hes urowsioralty recagrisec goodwiil of £38m and intangible
assets of £21m &t 31 Decemper 20271 1n conreclion wiin this
acqguisition. Judgement is -eqired t¢ ceterm ne the far value of
assels acgdired, Including intangibie assets,

InOctoner 2021, the Group completed the disposal af Pearsci's
sstertas basiness in Brazil Total proceecs and profit on disposal
amourte 1o £108m and £84m respectively,

in Varch 2021, the Group announced a stralegic review of its
nternational courseware local publisnirg business At 31 Decerrbor
2021, there 1s ;udgement as 1o whether the busiresses unaoer
strategic review meet the crtene to be dassificd as held for sale in
accordance with IFRS 5.
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How our audit addressed the key audit matter

We understooe managemrents plans for the Grodp's property
restructure, nelucing what croperues have been or wili be vatatec
and sublet We particularly focused on te Groun's gropermies i
Londor (80 Strand) arc New Jersey (Hoboken) wh.cn cortributed the
majory of e impairment charge n 2021

For the separzhle leasc componerts at the 80 Strand and Hoboken
properues which have been or will be vacated, we obrained
managemerit's rignt-o™-use assel impairmen: mode: snc we esled its
mattematical integnty, We validated tre carrying amolnts of the net
assels subject o impairmrent Lesang to the underhing accounting
records We understooc and ovaluated management's Judgements
and esumates includec :n the medel, including the amount of vacated
sbace, the potential rental vzlue, rernt free periods anc expeciec
sub-lcase curdvon We geployed real estete valuauon experts 1o
85se55 the assLmptions used by management We consicered the
rompetency ave gualficanors of the real estate experts deployed by
the Group to inform management's assJrmptions We performed our
own indenendent sensitvity snzlysis 1o wnderstand the imaoact of
reasonzbly possible (harges (0 ke 255umpuons.

In adeiuer to 80 Strane and Hoboker. we tested a sample of other
propehes suhject to mparrmern in 2027 and we separately reviewec
management’s IMpairment ngger assessmenr for the Group’s
remaining property porticho rot subject 1o mparrmert in 2027 ©
cenfirm that no furrher marenal impairment cha-ges were recuired

Based on te procedures performed, we noted no material issues
ansing from our wark

We obrained management's valuaton model prepared for 1ne step
acouisticn of Faethrr Holdings anc we tested iLs matl-ematicai
integrity We valdated the irputs into the valuanor madel to tne

s gned parchase price agreement and underlying accounting records,
incluging the cash corsideration. We deployed valustior experis 1o
assess the mrangiole asset valuation prepared by menagement's third
party expert, including challenging (the valuaucn methedology and key
underlying assemptions We considered (e competercy and
quzlifications of the valuation cxpert deployed by the Group 1o inform
maragement's assumplians We consigered whether management's
step acquisit on accounting was in ire with IFRS 3,

We oblainec and reviewed the sale agreement and eviderce of
proceeds receved for the disposal of Pearson's sistemas business in
Brzzil We reviewed the contractual agreements [0 assess any
accounting implcatons for ke dispesal accodnung. We evaluated
whether disnosal costs booked 2gainst the gain on disposal were
directly attnbutable 1o the disposal

We obiained evidence o evaluzle rznagement's judgarrent that the
businesses under strategic review no not meet the [FRS S critena 1o
be classifiec as helc for sale at 37 December 2021,

Based on the procedures performet, we noted no matenal 1ssues
arsing from our work.



Key audit matter
U5 Student Assessment revenue recognition {(Group)
Refer (o note 2.n the consaiidated [inangial stotements

Certa n of the Group's businesses enter nig cantrscts that span
year-end, where revenug 1s recognised using estimated percentage of
completon based on costs. These include contracts to design,
develop and deliver testing and accreditar-on services These
LonTracts generate 'ratenal deferred revenue balantes, Cnanges 1o
(ke underfying assumplons o estmation Calculabions could have a
matenal effect on the consol-dated firanaal staterments

We have conumed to fotus on s ares betause managemert has
deCided 10 change s revenue recogminon methodology for S
Student Assessment i1 2021 from percentage of completion besed on
actual costs incurred by contract to percentage of compietion besed
on a hiswenical cost profile by customer category Tne portiolio
approach s ar acceptable practical expedient uncer IFR5 15 as long
as any tifference 1o accounting al the comrac level would not nave a
marenal effed anthe finaroal stateTents

Carrying value of investments in subsidiaries (company)
Refer (o note 2 e comparty financio! staremenis

The company noids invesirmens i subsidianes amoanting 1o
F6632m{Z020: 6 619m) at 37 Decerrber 2021

Investrrtents In subsiciaries are accourted for at cost less prowvision for
wnpalement i the company balance soeet Wrvestments are Tested for
nparment f mpair ment indieztors exist. if sucaindicatars exist. the
recoverable amournts of investments m subsidiaries are estimzted in
osder 1o cofermine tne extent of theimparmenst lass, ifany Any such
imMperment 1655 15 recegnised nthe income staterment

The impairment assessmert was idenufiec as & key 2udit matter giver:
the size of the underlying iInvestment carying values and the
differenuz) (o the GroLp's mar<el capitelisalion at 37 Decerrber 2021
Further mparment ndhcators were dentfieg in connection wih
certan of the mvestiments in subsidiares dae o 1ne carrur g value of
Investments exceading the net assets of the underfving suosichanes
The assessment reguirec the applicalion of managemert judgerent,
partcularly 10 determuining whether any irparrmenuirdicators have
arisen that trigger the need for anirmpairment assessrent and -
2s5e5510g whether the Carmying walue of 2acm investment tan be
supnaorted by its recoverable amrount Changes o these udgemenis
and estmates could Fave a matenal impacrt on the company finarcal
Sialernents,

How our audit addressed the key audit matter

For new contracs in 2021 1o which the porfcho approach has been
applied, we Lnderstaod managements ratignzie for chang ng
methoaniogy We considered now contracts have been grouped
based on simiar performance cbiigstions smd cost dehvery profile
2nd we Lested maragenrents k stanical cost rofie calculatons by
cenract groaping

We tested marageTent's assessment of the oifference between the
previous 3nproact of deterriring percentage of campletion by
contract and the portfol.o anproach apehed to new contracts in 2021,
We evaluated whether anrrmatenial oifference anses and whether
the parifolie approach s tThere®ore abpropnate under IFRS 15

Fora selecton of the | gor anc more juogemental contracts 2t US
Student Assessment, we reac the contracis znd we assessed the
accoanting methodology apphied to calculate the proportion of
revenue bemg recognised in 2021, We tested costs nourred 1o date
and managemant's esumates of farecast cosis and revenues by
reference ro b storica! exper ence gnd current Conrract srats We
recalculated management’s percentage of comniet.on estimares and
we parformed lnok-back rests to assess maragements hisroncal
accoracy of larecasting “or these types of arrangement n add.tion,
we periormed manual Suinais 1est g fotasing on unusash or
Ut‘EXpECEEC enifes g revenyea

Based on the procedures performec, we noted no mater al issues
arismig fromm our wofk

We evelugled manggoment’s assessment wiether any mdicators of
imparrment existed by comparing the carying valaes ot irvestments
i subsidranes with the net assets o the wnderlying subsidianes at
31 Decernber 2027,

For nvestmeris wnere (ne net assets were lower than the carrying
alues, we assessed thoir recoverable value by refererce o the value
m use of the investments corrpared to therr carnying values al

=4 December 2027 Where apphcable, we venfied that the
reioverable values of invesimerts were cons.stent wath the
recoverable values of the related CGUSs Lestea “or goodwi |l imparment
purposes, leveraging the avdit work underta<en as parr of the Group
audit

We separately evaluated the diference between the carrying vaiue of
e company’s Investments 10 substianes and the Group's mearket
capiahsatan,

Based on the proced.res performec, we noted 7o materal issues
arising frorm our work



Independent auditors’ report to the members of Pearson plc continued

How we tailored the audit scope

We laiiored the scope of our audit 10 ersure that we performed
encugh work to be able to give an onimior on e fnegnaa!
statemerts ds g whole, taking nto account the st Jcture of the
Grous and the company. 1ne accounting processes and contrals and
the ncastry In wirch they aperate

The consalidated financal statements are & consalidatior of
approximalely 530 reporting units, each of wrick 1s consicered 1o be
& Lamponent. We identified tnree co ponents i the JK znd J5 thar
regured a lull scope audit due Lo their size and risk Specafied zudit
procedures aver specfic fnanc al statement | ne items were
perfarmed at 3 furtrer seven companents it the UK and US to
achieve appropriate aunim coverage I addimon, we Pave undet leke
tertain unpredictable audit procedures on a rotat onagt basis coverng
corrponents that tave no: histonically been inciuded in Group

Addit scope

i1 establish ng the overall approach to the Group audit, we
determined the type of wo'k shat needed to bie perforrmed at ke
corrponents by us, 2s the Group cngagerment tear, or by
component auc-lors within PwC UK ane from other Pwl netwvark
firms operatirg under our INstruclior Where the work was
performed by comoponent auditors, we dgetermined the level of
irvalverment we needed to have 1IN the audr wor< at 1k ¢se reporting
units ta be able to corcude whether safficent appropriate aaar
eviderice had been obtaired as a basis for our ooimion on the
cansolioated { nanc al statements as a whole

Ve nerormed full scope adoits i respect af NCS Pearson
tencomeassing the US basimesses tat form part of the Assessment
& Qualf.cauons segmrent), Pearson tducauon US {encompassirg the
US business that forms part of the Highcr Fuucation segment) and
Pearson Education UK (ercompassing the JK businesses that form
part of the Asscesment & Qualifications end Workforee Skills
segments)

We performed spedifiec aucil procedures at seven Componeris
withire the Virtla' Learning and Assessment & Qualficanions
segments and across the Group's cenwral funcuors The sndradual
balanres included 1 scope N these sever: componenrs inchiged
revenue, trade ard ather recovekles, cash, imventory, trade and
ather liabilities, iIntangible assets anc amrorusauon, proouct
developmenrt and armortisanan, fixed assets and deproc atior cost of
saies and ooerating expenses. We identfied one shared service
cente where audit procedures were performed over shared senvca
“unctiors for ransaction process ng and we audiied sclected US
balances related to payroli and tax on the basis o the Group's
aggregated US operatiors. This ensured that sufficient 2nd
appropriate audit procedures were performes to achieve sufic.em
coverage over these financial staterrent line items {0 additior to
nstructirg and reviewing the reportirg from our component audit
teams, we conducted file reviews and participated in key meetngs
with local managernert both rernotely ard in person We aiso had
regular dialogue with component teams thr oughout the vear,
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The Grovp conselidaton, financa statement cisclosuies 2nd
coryorate funcnons were sudited by the Group engagenent team
This incluced our work over taxaucn, goodwil: =rd acquired
rlangible assets, post-retirernert berefits and major transactions,
Taken together, the components and corporate funcliors where we
conducled audit pracedures accounted for approximetely 70% of the
CroLps revenue, /3% ol the Group's statutory rofir before tax anc
72% of the Group's ad-usted oroft before tax. This provided tne
evoence we needed or oL opinion on the consolidates firancial
statements taker as a whole 1h1s wes bofore considenrg e
contribLlion o od- audit evidence from performirg audit waork
atrae Graup level, mduaing d.saggregatec analytical revew
procecures, which covered cortair of the Group's smaller and lower
rizk companents that ware ner drecrly includes in our Group

AUl sCope

Cur audit of the company fingnca! statemenits was andertaken 11 the
UK and irctuded substantve procedures o all material nalances and
[ransacsions

In planning oJr audiy, we considered Lhe potent.al wnpact of climate
change on the Group’s business 3s the operations and strategy of
the Croup acdaptto address the phiys cal and transiton risks

assoc aied with clirrate change In addition, the Grouo has set out (s
LOMMIMents to be et carnnn Zore across scope 1, 2 and 3 by 2030
MarageTent considers that ine impact of chmate charge does not
2ive rise 1o a matenal ‘inancal siatement iImpact n 2021 However,
managemert’s dimate change init atives and commitments will
imgact the Group ik a variety of ways Enhanced narrative znc
disclosure of tre mpact of Lhimare charge ris< s incorporared in the
TCRD sect:on of the Anrusl Repor,

As part of our 2ud €, we made enguiries of maragement 1o
understand the extent of the potentizl muoact of ¢f mate change an
the finargial statererts Incluging reviewing maragement's chmate
change risk assessment whicn was nrepa~ed with support from Tne
Corbon Trust. We used our knowledge of tne Groun and we ergaged
wilh cur sustainahility specialists 10 evaluase the risk assessment
performec by managemeant Ve assessec that the key inancial
staterrent line ‘tems arc esumates which are maore likely o be
ratenally impacted by chimate change are (hose eress that are based
on future cash flows As & resur, we particularly consigered how
chimste change nisks and the impact of ¢l mate commitments maae
by the Group would irpect the assumpnons made n the forecasts
preoared by managernent thal are used i the Companys
impairment analysis and for goirg concern ourposes Our
procecures did notidentfy 2ny material impact on our key aadit
matters for the year enged 31 Decernber 2027 We also reviewed the
disclosures includec ir the TCFD section of the Arnual Report ard
we corsidered the corsistency of these disclosures with Lthe 1elevant
financizl stzterment disclosures, wittucing ir note ¢, and with cur
Jnderstanding of toe business



Materiality

The scope of our audit was nllsenced by our apphcatior of matenalty. We sel certain guenuia: ve threshaolds “or matenanty. Thece, together with
qualitative consideat ons, helned us (2 determine tne scope o° aur auct a9d The nature, Um ng and extent of our 2udit procedures an the indrdual
frmancial statement ine terms aro distlosures and in cvaluatng the effect of risstatements, both mdiwndually and n aggregate, on e nanoal

statements as a whole.

Based or our profess.onal judgement, we determined matenalry for tre ‘4nancial statements as & whaole 3s foliows

Cwerall matenainy

How we determngd o

Ratonale for bencamark appled

Consolidated Financial Statements
£18.5 milion {2020 1% milion)

Approxmately 5% of the Groap's three yoar
woighted everage adjusted orofit before tax

The Group's principal measare of performence s
adiusted aperanng peaf towhich exclades gne-off
gains and losses, costs o mejor restructuring and
acquiren imlargible 2556l amorisation znd
mpairment charges, 1N order 10 presenrt resylts
from operatirg activilies 0N a cansisient besis We
have also exclucder the results of Periguin Ranoom
house fram this perchrrark for each of the ree
years “ollgwing s disposal We Fave iaker this
TCasUre INtC accountir deterrining a.ar marctaliry
as 1715 the menic agairst which the performance o
the Groun 1s mest commonly assessed by
Tanagement and reportes 1o sharehglders. From
adusteo cperating prof't, we decucted ret finance
Tosls

Gven the volatiy i profitagl oy n 202G and 2071
as aresalr of COVID-18. we based aur matenality
caluolanor o a three year waighted everage of the
Group’s adjusted profit before tax

Company Financial Statements
LAZ milion (2020 £45 m lion)

soyreximately 1% of net assets

Pearson p'c 1s the ulimate varent company which
holds the Group's wvesimerts Therefare, the enuty
15 notir iself profir-ornertec: The strength of the
balance sheet s the <ey measure of fimar izl neanh
that siTportant .o sharetolders, snce the primary
concerr for the Company s the payrrent of
civigends We thersfore consider net agsels 1o be
an appropiate benchrark

Certain zccount balances were included in scooe for
the auon of the consobdated financial staterments
and we-c therefore aunitec 1o a rearcnalty ievel ser
below averall ratenality establisked far the Group
auoit However, we determined that tne campary
cid not require & full scope audit of Its comople:e
financ el informaton or tne purposes of the audr of
the coneol dated firancai statomnents

For eack comporent.nthe scope 07 our Gredp audit, we allocared a materiality that s Iess ther our overal Group matenglny The range of marenzlny
allocated acrass comporerts was approximately £3 million to £96 milkan

We use performance matenailty 1o reouce Lo an approprately low level tne probabiliny that the zggregate of uncorrecied and urdeiecied

T sstatements exceeds overall marerishty Specfically, we use performance marenality ir acterminng tne scope of our audit and te nature ar
extent of our testing of account baiances, classes of trarsaciions ana disclosures, for example ir determining sample sizes Qur performance
matenality was 75% (2020 75%; of overall matenialty, amount ng 1o £12 § millnn (2020 £14 muill ony for tie consnlicated fnenc 2l stetemenrs, and
£33 mulhon (2020, £34 illior) for the compam financsl staternents.

In determiring the performance materiality, we considered a numbe- af factors, including the h story of missiztemerts, risk assessment ard
gggregauor nsk ard the effecrveness of controls, concuding that er amourt a~the Jpoer end of our normal range was apprapnate

We agreed with the Audit Cormittee that we would report 1o them risstaterrents ident fied durng our 2ud t above £ 8 mullion for the Group and
campany audits 2020 £2 mililon) es well as russtzlements below those 2maurts tnat, Ir aur view, warranzed reporung for qualilatve reasons.

Conclusions relating to going concern — Considerauon whether chimate thange s expedien iC Rave eny

sigrificzntimpact during the period of the going corcerr

OQur evaluguior of tne Directors' assessment of the Group's and the
Lo pany's ability 1o contnue o adopt Lhe going conce T bas's of
accounting iIncluced

— Evalaation ¢ managemert's oase <ase and aowrs de tese
sCenzros, uncerstand ng ans evallat rg t1e key assLMplens,
inciLding assampiions refared ro COVID-" 2

— Vabdganon that the cash fiow forecasts Lsec 10 sUppoT
mManNzgtment’s 1T palrent, £0INg Cor tern ang viaoty
ZS58S5Ments were cors'stent

— Assessment 07 the historical accuray, and reasonzbleress of
manzgement's farecastng

— Consiceranor of the GroLp's sv
matuniny prafle,

iizhle ‘naraing arc dett

— Tesung of the materat calintegnty of maragements rguid ty
headroom. covenart compi arce, sens vty and siress testing
caculaticns,

— Assessment 07 the reasonableress of maragement's penned or
potental TIgaung sclions N response o downs de -15< “acrors,

assessment, and
— Revean of ne reaten gisciosures in the Annual Repart.

Bazea on e work we have nerformen, we have not icentfisd any
mater gl Jrcerramnbies relaling to events or congiiens that,
irerdually of collecavely, may cast significant doabl on the Group's

ne the corpany'™s ab bty 1o continle as a going corcern for a penod
of ar 1east twelve manths from when the finanaal saiements are
authorseg for ssie

Inauciting the finarcalstatererts we have concuded thar ine
Directors’ sse of the gorg cancern gass of accoururg v e
preparat on of the financia’ statemenits 1s approprgie

However pecause not al forure events or cond.rons can be
gredictec, this concl.sion 1s not & guarantee a3 10 the Groun's and
the comipary's ab liry 1o conthinue as a going concern

inrela on i the Dreciors "epaing on now they have apnhed e
UK Corporaie Governance Code, we nave noth ng matensl to add nr
draw grtennan to'n relanon o the Direciors’ statemert 10 the



Independent auditors’ report to the members of Pearson pic continued

financiar statements anoLt whether the Directors cans:.derec it
approprigte to adopt the going concern bas s of accourung

Qur respons ilies and te responsib imes of the Direciors with
respect Lo going cancern are describec 1n the relevant sections of
thsreport

Reporting on other information

The other irformauon comprises all of the informat on ir the Anncal
Repot other thar the tnancal statements arc our auGlors’ report
thereon Tne Direciors are respansible for the other information,
which ncludes repotirg based on the Task Force an Clirrate-related
Financal Disclosares (1CFD) recommencations, Qur opin on or the
MaAncal statemen.s does not cover the other informat or and.
accarcingly, we 6o not express an audic op N on or, except 1o the
extent otherwise explic ty stated 11 This report any form of
assurance treregn

I conrectior wih our acd r o the finaroal staterments our
responsibility is to reac the other nformation and, in doing so, (o
corsder whether the other irformarion 1s marenally inconsisient
with1 the financial statements or our knowledae oblained in he atat
or oltherwize appears 10 be matenally misstaied. | we cenn®y an
apparent Marer almeensislency o7 matarial rrissiatement, we are
reguired to cerform procedures to concluge whethe- there is 2
maternal m ssratement of Tne “Inancial s.atements or a3 materisl

m sstatement of tae orher irformanon I, pascd on the work we have
performed, we conclude tiat there 15 & material misstazernent of this
other mformation, we are recured to repert that fact We have
nathing to report based on thesc responsibilites,

With respect 1o Lthe Strategic Report and Governarce Report, we also
cons dered waether the disclosures recuired by the UK Companies
At 2008 have beeningluded

Based on our work uncertaker in the course of the aud ¢, the
Comupanies At 2006 requires us also ta repart certain opinions and
matters 3s described belew

Strategic Report and Governance Report

It oL opin on, basec on the work uncertakenin the course of the
sudit, the mformator giver in the Strategic Report and Governance
Report for the yvear ended 31 Decemper 2071 1s consistont w th the
fimancial statements ard has been prepared in accordance with
apphcable legal regaraments

In hght ¢f the knowlecge a=d understanding of tne Group and
company zrd their environment obta ned in the caurse of Tne audr,
we d.d not idertfy any matenal misstatements in the Straregic
Report and Governence Report.

Directors’ Remuneration

I our opirian, the part of the Directors’ Remuneraton Report to be
audited has been properly preparec in accordance wih the
Companios Act 2006,

Corporate governance statement

The Listing Rules reci.re Us 10 review the Direclars' statemens in
relation to going concern, longer-term viab Ity and that pars of the
corporate governance stalemeni releting to the company’s
comphance with the provisions of e UK Corporate Governance
Code specfied for aur review Our add tonal responsibilities with
respect 1o the corporate governarce stalement as olher information
are descnbed i the reporting on other irformanon secticn of this
repo-t

Based or: the war< undertaken zs part of our audis, we have
concluded that each of the following elements of the corporate
governance statement is mater ally corsistent with the financ-al
staternents and ou< knowledge obtained during tne audit and we
have rothing matenal to ade or draw attentian Lo i relauior 1o,

— Tre Directors’ canfirmation that they Fave carried out a robust
assessment of the ernerging and princ pal ngks;
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— The cistlosures nthe Annaal Report and Accounts that describe
those principar risks, what procedares are ir plsce Lo idenu’y
ermecging rsks and an explanaton of how these are being
Managec or mitigated,

— The Directars' starementin the fingnaal statements about
whether they considered 1t appropr ate (o aaopt the gong
conce T bass of accountng i prepar ng them and thoir
igenufication of any matenal uncertzinlies to tre Group's and
compary's ability lo conunue to o sa over a period of at least
iwelve rronths from the cate of zpproval of the fnancial
slglements,

— The Directors’ explanation as ta nerr gssessment of the Group's
ANC COMBAanyY's prospects, the penod 1hs assessment covers end
why the per od .5 appropriate and

— Tne Directors’ starement as 16 whether they have g reasoravle
expecialion tnat the company will be able 1o contnue N
operatior and mee: s labilties as they fall due over the nernod
of s sssessment, including 2y related disclosures drawing
attenuicn 1o ary necessary gualfications or assumpuions

Ciir review o the Directors staterent regarding the tonger-tesm
viabiity of the Group was substarually I0ss 1IN scope tnan ar audit
anc only consisted of making .roaenes and considerirg the Directors’
process supporung their statement, checkng that the statement s in
alignmentwirh the rerevant prov siors of the UK Corporate
Covernance Code, and considering whether e statemnertis
consistert with e inaroal staterients anc our «nowledge ang
JAndersianding of tne Croup and company and the r emaronmert
abrained n the course of the audit.

In addinion, tased on the work enderaken 35 part of our audy we
hawe conciuded thar each of the following elermnerts of tne carporate
governance statement s materially cons stent with the firanual
slalerrenls ang our knowledge obtaired curing the audit

— The Dreciors’ starement Tnat they corsider the annual Repart,
taken as a whole. 1s fair, balanced and understandabic and
provices the in‘ormation necessary for the members to assess
the GroJp's anc rompary's pastion, performance, business
model and strategy,

— The sectuor of the Anual Repo-t that describes the review of
effectveness of nisk management and inlernal coniroi sysiems;
and

— The section of the Annual Report describ ng tne work of the Audit
Committee

We have nothing o report in respect of our respansibiity 1o report
when the Directors' staternent relaung to the cormpany's compliance
wiik the Code does not properly disclose a departure from a relevan:
provision of the Code specified under the Listing Rules for review by
the auditors.

Responsibilities for the financial statements and the
audit

Responsibilities of the Directors for the financial statements

As explained more fuliy ir the Staterrent of Directors’ Responsibilities
n respect of the financial staternents, the Directors are responsible
for the preparation of the fimanaial statements in accordance with the
auplicable framework and for be ng satisfiec that they give a true and
fair view The Directers are also resporsible for such internal control
as they determire 1s necessary tc enable the prepaauion of financ.al
stalernents tar are free rom materal misstatement, whother due 1o
frzad or error.

In prenaning tre firancial statements, tne Directors are ~esporsible
for assessing the Group's and e carrpany’s ability to conuriue as 4
goirg concerr, disclos ng, as applicable, matters related to going
concern and us ng ¢ going concen basis of accounung unless the
Directors either intend to lquidate the Group or the company or to
cease operzuons or have no realistic alternative but to do so



Auditors’ responsibilities for the audit of the financial
statements

Qur ohigctives are 1o obtain reasorable assurance about whether
the T nanczl statements as 3 whoie are free from matental

m sstatemert, whether due to fraud or error, ara ta ssue an
auditors’ report tFatincludes our op nion Reasonacle assurance s a
high level 07 assurance, but 1s nor a guarantee that en audit
conducted in accarcence with 1SAs (UK vall always detect a matenal
m sstatemert when it ex s1s hMisstatements can arise Tom fraud or
error and arc consiceres materia!if, individually or nthe aggregate,
they could reasonzbly be expected o influence the ecoromic
densions of users taken o the bas s of trese {nane gt sizternents

Irregularimics, nclucing fraud, are mstances of ror-compliance wth
lawss arc regulations. We design procedures imiine vath aur
responsiblities, oathned ahove, to detea material misstatements in
respect of iIrrcgulannes, incuding fraud Tae oxtent towhich sur
procedures are canable of cetecung irregulanues, incloding fraud, :s
dewaled below

Based or our undersianding of the GroLp and industrz in which it
operates, we oenufied that the prncioal nsks of non-compliance
with laws ana regulatons related o faillre to comply with UK and
imernational tax regulations, adherence o datz protecuon
requiremerts rne Junsdictons in which the Group operates anc
hoids data and comphance w th anti-bribery and corLotcn
legislation in the jurisdiciors In which the Group aperates and we
rons dered the extent 16 wh 01 non-compliance mgnt nave a
rmatenal effect o ine inanoial staierenis 'We alsc corsaiderec those
laws arc regulatons that have a cirect iImpact on the prepararion of
the fnanc &l steterments such as the Companies Act 2006 and Listing
Rules. We ¢valuated maragement's ncentives ard oppartiun ues {or
‘raLdulent man pulaton of Tne Anancal statements fncluding the risk
o' overr de of controls) and we cetermined that the principal risks
were relatec 1o posuLng inapprooriate |Cornal entres and
mansgement b as 1 accounung fur estimeates, Including esurmates
relgling Lo revenue recogriuon. The Group ergagemert tearm shared
th s Hisk assessment with the component audirars so thaf they codle
inciude appropriate audit procedures in response to such fis<s in
their work Aud 1 procecures performed by the Group engagemrert
Leam and/or component auditors included.

— Miscussions with management, nternai abcit énd the Group's
legal adwvizars. including constderations of known or sLspected
instances of nan-compl ance witk laws 2nd regulations and fraud,

— Review of corresponcer ce recevec from regulators ana
cons deration of the impact, if 2ry, on our audit and the
disclosLres mace inthe financal statements,

— FBvaluauon and testing of the effectiveness of mznagemerts
controls designed to prevent and detedl rregllanties,

— Assessrien: of matrers reporied on the Group's whstlenlawing
helplire 2nd the results of management's investigation of such
matliers,

— Idenuficeua~ and wesung o significant manual journal eniries, and

— Tesung of assuompuors and judgereris mage 0y Mmanzgemert 15
makieg sigrificant actoLrt ng estmales

There are nherens hmitations ir tre aadit procecures descrived
shove We are less li<ely 1D become aware of instances of ror-
coTplance with laws and regulations that are not closely related to
events and transacuons reflectec in the financ.al stater-ents. Alsg,
the nisk of not detecting 2 matenal misstatermen: due to fraud s
higner than the ris< o not cetecung one resulong from entor, as
Taud mayinvolve dehberate contezimert by, for exarpie, forgery or
intentior gl Misrepresentaliors or trough callusion.

Our audit testing m gnt nciude testng complete peoLlatons of
Cerain ransactiors and balarces, possibly using data aucitirg
recnugues Aowever, It Tyoically Invelves selecting & hmited number
o nerrs for 1esung, rather than tesung complete populaiors We will
olen sepk 1o largel paricolar 1ems ‘or 1esurg besed an air size o

sk characteristics, In other cases, we will use audit samphing Lo
eraofe us to draw g conclusion anout the populator from which the
sarmple s selected

A further description of cur respons biliues for the audu of the
inancigl starements s located on ke FRC's websile at www froorg
Jkiacdiersresponsial ves. This description forms part of our
aucitors' repart

Use of this report

This repors, Including the opin ons, has been preoared for and anly
far the company's members ss a hody n accorcarce witn Chapter 3
of Pars 14 of the Comperues Act 2006 and for no otner purpose We
o nos, Ir gving (hese opInions, accept o assume respensibility for
any other purpcse or 1o ary other person to whom this reoort 1s
stowr o7 mie whose hands it may comne save whore exprossly
agreed Dy OUr Prior CONSent Imwr ng

Other required reporting

Companies Act 2006 exception reporting

Urcer the Companies Act 2006, we are reguired wa repor toyou .
In Qur onINIeN*

— We have nat obreired oll the miformar on ant explanations we
reguire “or our sudiL, or

— Adeguate accoJriing recards heve not beer kept by the
compary of retLrns adequate for our aucit have not been
received from branches notvisited oy LS, or

— Certain distlostres of Drectors rermuneration specifiec by law
are no: made, ar

— Tre company fnanczl stztemenrs and the part of the Crrecrors'
Remuneraron Reperl e be audited are not n agreement with
the accoanting recerds and returns

Ye have no excepticns to report ar sing from this responsibiliny
| = P 3

Appointment

Following the recommenaanon of the Audit Cormittee. we were
appointed by the members or 6 February 1996 to audit the firangial
statemens for the year erced 31 December 1996 and subsequent
financ al periads. The perioc of toial aninterrupred engagement i 26
years, cover'ng the years ended 31 Decerrber 1596 Lo

3" Decerrper 2021

QOther matters

I due course, as reqaree by tre Bnaroal Conguct Authanty
Diselasue Guidance anc Transparency Rule 4 1 14R, these ‘inanc.al
staterments will forr part of the ESEF-prepared annual financ al
report filed on the National Storage Meachanism of the Fmancial
Corduct Authonity Ir accordance wath the ESEF Regulatory Tecanical
Stancars MESTF RTSY. This auditors' report prowdes ro assdrance
over whether the annual financiai report will be prepared using the
single electranic formet spec fied in the ESEF ATS

G les Harnrzm (Serior STaTarony Audlor)
for ang o betraif of PricewalernouseCcopers LLF
Charterec Accountants end Statutory ALdiors

L ondon
3 March 2022



Financial statements

Consolidated income statement

Year enced 31 Decemnper 7621

Allfizgarzs < mihors
Continuing operations
Sales

Cost of goods sold

Gruss profit

Operating expenses
Otker net gains and Iosses
Share of resuls of joiml ventures ard associates
Operating profit

Fnance costs

Finance income

Profit before tax

Income tax

Profit for the year

Attributable to:
Equity halders of the company
Non-controlling interest

Earnings per share attributable to equity holders of the company during the year

{expressed in pence per shere)
- basic
- ailuted

2021

3,428
(1.747)
1,681
{1.562)

63

183
(68)
42

157

160

220
3397
(1.767)
1,630
{1,402)

178

411
(107)
50
354
{44)
310
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Consolidated statement
of comprehensive income

Year cnded 31 December 2027

Alfgiren e £mlung
Profit for the year
Iterns that may be reclassified to the income statement
Net exchange differences on transiauon of foreign operations
Currency translation edjustment disposed

Attnbutsble tax

Items that are not reclassified to the income statement
Fair value gairr on other financial assets

Altributable ax

Remeasuremaent of retirement benefit obhigations
Attnibutable tax

Other comprehensive income/{expense) for the year
TJotal comprehensive income for the year

Attributable 1o

Egquity holders of the comparry
Non-tentroling nterest

Nates 2021

160 310
(6) {(109)
4 {70)

7 10 {13)
24 14

7 )] (®)
25 149 (23)
7 61 2
29 117 (205
277 105

276 105

1 —
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Financial statements

Conso

As at 31 December 2021

;\H figures1n £ rilhgss

Assets

Non-current assets

Property, plant and equipment

intangible nzsels

investments 1N Joint ventures and assocares
Deferred income tax assets

Finarcal assels — dervatve financisl instruments
Retirement benefil assels

Other financial assets

Ircome tax assets

Trade and other recevables

Current assets

Intangitle assets - prodact development
Inventores

Trade and other recevables

Financial assets - derwatrze financal instruments
Income 1ax assets

Cash and cash eqguivalents {excluding overdrafts)

Asscts classifed as held for sale

Total assets

Liahilities

Non-current liabilities

Firancial hablimes - borrowings

Financial hahilines - derwative financial instruments
Deferred income tax habilities

Retrement benefit obligations

Provisions for other labilities and charges

Other latilities

idated balance sheet

-
Pa

13
16
25
15

22

2021

366
2,769
24

57

30
537
113
97
129
4,122

894
98
1,257

26
937
3,214

7.343

{1,245)
(30
(40)
{66)

7
{95)
(1,483)

2020

515
2,742

32
45
410
138

223
4117
205
129
1,118
13

1.087
3,267

73

7457
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Consolidated balance sheet continued

As ar 31 December 2021

At fEsres n L eallons
Current liabilities
Trade and ather lablities 24 (1,256) (1,196)
Financial habhities ~ borrowings 18 {1553 (254}
Finarical babibbes - denvative fimanoal nsiruments e (4) ("2)
Income tax liabhities {125) (84)
Provisions ‘or other habilities and charges 23 ) {40} {25)
(1.580) (1.571)
Lahiles classified as held for sale 32 - {74y
Total liabilities 7 3,063} (3.217)
Net assets 4,280 2,134
Equity
Share capital 7 189 188
Share premium 27 2,626 2620
Treasury chares 28 (12) {7
Capntal redemption resene 18 13
Fair value reserve 33 53
Translaticr reserve 386 288
Retaned earnimgs ) 1,030 865
Total equity attributable to equity holders of the company 4,270 4,125
Non-controling interes: 10 g
Total equity 4,280 4334

These finarcal statements have been approved for wssue by the Board of Direciors on 8 March 2022 and sigeed on its behalf by

Sally Johnson

Chief Financial Officer

Pearson plc
Registered number: 00053723
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Financial statements

Consolidated statement
of changes in equity

Year ended 31 Decernber 2021

Equity attributable to equit)ihulders of the company

Capital Non-
Share Share Treasury redempnon  Fairvalue Translation Retained controllﬁ:g Total

All figures in £ millions capital  premium shares reserve reserve reserve earnings Total interest equity
ALT January 2021 188 2,620 7} 18 53 388 865 4,125 9 4,134

Frofit for the yoar - - - - - - 159 159 1 160

Other comprehens.ve

income/(expense) - - - - 24 (2) a5 117 - 117
Total comprehensive
income/{expense) - - - - 24 2 254 276 1 277
Equity-settled transacrions - - - - - - 28 28 - 28
issue of ordinary shares under
share oprion schemes 1 & {1} - - - - [ - 6
Buyback of equity - - - - - - - - - -
Purchase of treasury shares - - (16) - - - - {16) - (16}
Release of treasury shares - - 12 - - - (12) - - -
Transfer of gain on disposal of
FYOCinvestment - - - - {44) - 44 - - -
Dividerds - - - - - - {(149) (149) - (149)
At 31 December 2021 189 2,626 (12 18 33 386 1,030 4,270 10 4,280
- - ) 77777 o - _____ T, ;‘b-uzesb:[i;i;:ih;lwﬁ r'_hﬂ_n_:_m_,f T )

Tapial Son
Share Irare Treasay  rederrnuon Farr szluz [vzrslanar womrclhrg Taal

Al figures 1 £ dhans e al frem L m sharas [Esr e regenss resere “otal Irterest STy
AL January 2026 185 2614 (24) 11 39 he? 911 4313 10 4,323

Profit for the year - - - - - - 210 310 - 3°0

Other comprehetisive

ncome/(expense) - - - - 14 {179 40) 205) - (205}
Total comprehensive
income/{expense) - - - - 14 (179) 270 105 - 105
Equity-settled transacuans - - - - - - 29 29 - 29
Issue of ardinary shares under
share option schemes - ] - - - - - 6 - 6
Buyback of equity {73 - - 7 - - (176) (176) - (179)
Purchase of treasury shares - - (6} - - - - {6} - 4s)]
Release of treasury shares - - 23 - - - (23) - - -
Dnidends - - - - - - (146) (146) (1 {147}
At 31 December 2020 188 2.620 {7) 18 53 388 8605 1125 9 4,134

The capral redemption reserve reflects the nominal value of shares cancelled in the Group's share buyback programme. The fair value
reserve arises on revaluation of other financal assets The translation reserve includes exchange differences ansing from the translation of
the net iInvastment in foreign cperations and of borrowings and other currency nstruments designated as hedges of such investments.
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Consolidated cash flow statement

Year ended 37 December 2021

Al fgures o £ mihers
Cash flows from operating activities

Ner cash generared from cperations

Interest paid

Tax (padireceead

Net cash generated from operating activities
Cash flows from investing activities

Acquisition of subsidiaries, net of cash acquired
Acquisilion of assoliates

Purchase of invesymenis

Purchase of property, plant and equipment
Purchase of ntangible assets

Dispasal of subsidiaries. net of cash disposed
Proceegs from sale of jong ventures and agscaates
Proceeds frorm sale of nvestments

Lease recenaples repaid ncluding disposals

Lazns repaid by related parues

Interest receved

Opadends from jamg ventures and 4ssodlates

Net cash {used in)/generated from investing activities
Cash flows from financing activities

Proceeds from issue of ordinary shares

Buyback of equiry

Purchase of treasury shares

Proceeds from borrowings

Repayment of borrowings

Repayment of iease liabililies

Dividends paid to company's sharehcloers
Deadends paid 1o nan-controfing mnterest

Net cash used in financing activities

Effects of exchiange rate changes on casn and cash equivalents

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalenis ai beginning of year
Cash and cash equivalents at end of year

33 570 450
(67) (63)

(177) 2

326 389

30 {55) 6)
12 (10} -
4) ©)
{64) {53)
(112) 8)

31 83 100
31 - 531
48 -

21 41

- 48

13 13

- 4

(280) 531

27 6 5}
27 - (176)
28 (16) ()
- 346
(167) (230)
(88) (92)
9 (149) (146)
- )
{414) {299)
(8) (2)

(176) 679

1,113 434

17 a3y 1,113
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Financial statements

Notes to the consolidated

financial statements

General information

Pearson ple (the company), its subsidiaries and associates
(together the Group’) are internaticnal businesses covering
educanonal courseware, ASsessments and Services.

The company is a puplic limited ccmpany incorparated and
domiciied in the United Kingdom The audress of s regintered
office 15 80 Strand, London WC2R ORL.

The campany has its primary listng an the London Stock Exchange
and is also listed on the New Yark Stack Exchange.

Tnese consclinatea finangal statements weare approved for 1ssue
Ly the Boara of Directors on 8 March 2022.

1a. Accounting policies
The principal eccounung policies applied in the preparatian of these
consoldated financial staternents are set out below.

Basis of preparation

These consolidated financial statements, and the company financial
statements, have been prepared on the going concer basis

{see note 1B} ang in accordance with the Disclosure and
Transparency Rules of the Financel Cuhduct Autnority and in
accordance with UK-adopted Internauonal Accounung Standards
and with the requirements of the Companies Azt 2006. On 21
December 2020, IFRS as adopted by the Furopear Union at that
date was brought into UK iaw and became UK-adopted
Internaticnal Accounting Standards (ASs) with future changes
being subject to endorserment by the UK Endorsemnent Board. The
Group and company transiuoned to UK-adopted 1ASs on 1 January
2021, This change consututes 2 change 1in accounung framework
However, Lthere 1s no impact on recogniton, measurement or
disclosure inthe peniod reported as a result of the change in
framewacrk The consclicateo and company financial staterments
have alsc been prepared in accordance with IFRSs as 1ssued by the
Internatonal Accounting Standards Board {IASB) In respect of
accounung standards applicabie to the Group, there 1s no
difference between UK-adopted 1ASs and IFRSs as issued by the
IASB.

These consolidated financial statemers, and the company financial
statements, have been prepared under the historcal cost
canvenuon as modified by the revaluation of financal assets and
llabilimes {ncluding dervative financial instruments) at fair value,

These accounting policies have been consistertly applied o all
vears presented, unless otherwise stated.

1. Interpretations and amendments to published standards
effective 2021 - No new standaros were adopiedin 2021.

Interest Rate Benchimark Reform — Phase 2 (Amendments 1o IFRS G,
IA5 39, IFRS 7, IFRS 4 and IFRS 16)' s effective from 1 faruary 2021
(see note 19) and 1 addiuon, the Group has early adopted the
armendment to IFRS 16 'COVID-1% relsted rent concessions beyond
30 June 20271 The amendments do not have a materiahmpact on
the consolidared financial statements, or the company financial
statements,

Tre Group has also cansidered the IFRIC agenda decision on
‘Corfiguration and Custormisation costs in a Cloud Computing
Arrangement, and concluded that 1 does not have a materia!
impact on the consolidated or company lnancial statements.
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2. Standards, interpretations and amendments to published
standards that are not yet effective - The following new
accounung standards and amendments 1o new acccunting
standards have heen issued but are notyet effeciive ang have nat
yel beer endorsed by lhe UK Endorsement Board

- [FRS5 17 Insurance contracts;

- Amendmenis to IFRS 5 ‘Reterence 10 the cunceptual framewark’,

- Amcndments to IAS T Discosure of accountng policies,

- Amendments to IAS 1 'Classification of lanilities ss current or
non-currert’,

- Amendments to IAS 8 Defirition of accounting esumates;

- Amendments to [AS 12 Deferred tax related to assels and
labhiies ansing from a single transaction’;

- Amendments to IA% 10 Proceeds before intended use’

- Amendments 1 1AS 37 ‘Onerous contracts - costs of fulfilng a
cantract’; and

- Annualimprovements o (FRS 2018-2020.

The Group 15 currently assessing the impact of the above changes,
but they are not expected to have a matenal impact. The Group has
not adopted any other standard, amendment ar iInterpretation that
has been issued burt is not yer eftective

3. Critical accounting assumptions and judgements - The
preparation of finanaal statements In conformity with IFRS reguires
Lhe use of certain critcal accounung assumpuons and estimates. It
also requires management 1o axercise 1s Judgemem Ir the process
of applying the Group's accounung polices.

All assumptions and estimates consitute management's best
Judgemen: at the date of the financial statemerts, however, In the
future, actual experience may deviate from these esomates

and assumptions.

The areas requiring a igher degree of jJudgement or complexity.
or areas where assurnpucns and estimates are significant to the
consoldated financial statements are:

- Intangible assets: Goodwll

- Taxation

- Revenue. Prowisions for returns

- Employee benelits: Pensions

- Property. plant and egumpment Right-of-use assets

The recoverability of praduct development assets and in particular,
the assesament of the useful economic lives of the product
development asseis, 1s no longer considered to be a key area of
cstimation uncertainty as the impact of COVIS-19 on the business,
and in parucular, on future sales, has lessened and therefore itis
no longer considered that there 1s a significant risk of 8 material
adjustment to the carrying value of the product development assels
within the next year.

The key judgements and key areas of esumation are set cut below,
as well as in the relevant accounting policies and in the notes to the
accounts where appropriale.



B Key judgements

- The applicaton of tax legistanon in relation 1o provisons
for uncertain tax positions (see notes 7 and 34)

- The aliccation of goodwill to the cash-generaung uniis
and groups of cash-generatng unis (see note 11).

~  Wihether the Group will be eligible (o recene the surplus
asseciated with the UK Group Pension Plar in recogrising
3 pension asset {see nowe 25)

Key areas of esumauon

- The recoveratrbty of goodwill batances Key assumpiions
used i goodwill imparrment tesung are discount rates,
perpelulty growih rates, forecast sales growtlh retles and
forecast operating profits. See nate 11 for further oetals

- Tnelevel of provisions required mn reiatior to uncertain
ax pusilions s complex and each matrer .s separately
assessed. The esumation of fulure settlement amounts is
based on a number of factors including the status of the
unresaked matter, dlanty of legislation, range of possible
outcomes and the statute of irmtations Sec notes 7 and
34 for further details

- Thelevel of provisions required for anucpated retrns is
estmated based on historical experience. customer
buying patterns and retaller beraviours including stock
levels See rote 3 for further details

- The determination at the nension cost and detined
teneflit anhgauon of the Group's definea benefic nension
schemes depends an the selection of certan
assumptians, whicn include the discount rate, inflanan
rate, salary grow:h and langevity. See note 25 for further
details

- The recoverainity of nghi-of-use assets and in partcular
assumptions related to the abihty to sublesse vacant
leased assels mine fulure See note 10 for further details

The Graup has assessed the impact of the uncertainty presented

by the conurued COVID-12 pandemic on the financial statements,

specfically considering the impact on key jJudgemenis ang
significant esimates along with ather areas of ricreased nsk
as follows

- Recoveraple value of right-cf-use assets end investment in
finance lzase recervable balances;

- Fnenaalinstrements in parucular counterparty nsk 2nd
hedge efecuveness,

- Working capital provisions inclating expeclec credit losses on
trade and other detotors anoorvertony obsclescence, and

- Tne assessment of the usefu! economic lives of product
development assets

No rateral accounting impacts refeting 1o the areas assessed
above were recognised in the year The Group will continue 1o
mONILor these areas of noreasec judgement, estimation and rsk

Consolidation
1. Business combinations - The acquisitior method of accounting
15 Used 1o account for business combinations.

The consideration transferred for the acquisition of a subsidiary 15
the farr value of the assets transferred, the liabulities incurred and
the eguity inrerest 1sstied by the Group. The cansideranon
transferred includes the fair value of any asset or iabifity resultung
frorn a contingent consideration arrangement. Acquisiion-relared
CoSts are expensed as incurred in the operating expenses ine of
the incorne statement. Identifiable assets acquired and identifiable
liabilires and conungent habilues assurned in g business
combinator are measured nitially at therr far values at the
acguistian dare. The determinatran of far values often reguires
significant ludgements and the use of esumartes, and, ‘or maternial
acauiskans, the fair value of the acquired intangible assets is
determined by an ndependent valuer The excess of the
cansideratian ransferred, the amaouni af any non-contraling
nterest in the acguiree and the acguisinan date faw value of any
previous equity intérest in the acguiree over the far velue of the
denvfiable net assers acgured is recorded as goodwill (see

note 20)

See the Inrangible zssets’ pahcy far the accqunung nokcy an
goadwall If this 15 less than the faw value of the net assels ol the
sugsidary scaured, e case of g bargam purchase, the
difference s recognised directly 1n the income statement,

On an acousition-hy-acquisiion basis, the Group recognises
any non-cantroling interest 1IN the acgiree ewher at fair value
or at the non-controlling \nierest's propartionate share of the
ACTLUrRR's Nl 35515

[FRS 3 ‘Business Combinations’ has not been applied retrospectively
to business compinations before the date of transiion 1o IFRS,

Managemenr exercises judgerment in determining rhe classthication
of 1ts :nvestments 17 1ts businesses, in ine with the following

2. Subsidiaries - Subsigiares are entities over which the Group ras
control The Group conmirols an enuty when the Group 15 exposed
to, or has nghts to, variable rerurnis from its involvemert withi the
entity and has the ability 1o affect those returns through its power
over the ernity Subsidiaries are fuily consolidated from the care on
which conrrolis transferred to the Group They are deconsolidated
frem the date that controf ceases.

3. Transactions with nen-controlling interests - Transactions
with non-controling interests that do not result in fass of conerol
are accounted for 4s equity ransacuiors, Lthat 1s, as [rensacuons
with the owners in their capacity as owners, Any surplus or aefior
ansing from disposals to 6 nan-contraling interes? s recorded in
eauity. For purchases from a non-cortrolling interess, the difference
betweer consideration pard and the relevant share acauired of the
carryng value of the subsidiary 1s recorded in equty

4, Joint ventures and associates - |01 vertures are entries i
which the Group holds an interest on a long-term basis and nas
rights 1o the nel assels through contractually agreed shanng of
control Assgoztes are entiigs over which the Group has sigmificant
nfluence but not the power 10 controi the firanaal and operating
polices, generally accompanying a shareholding of between 20%
and 50% of the votng nghts Ownersnip percentage 1s likely to be

Annual report and accounts 2021 | Pearson plc | 153



Financial statements

Notes to the consolidated financlal stalemients continucd

1a. Accounting policies continued

Consolidation continued

the key indicator of investment classificavon. however, other
factors, such as Board representat:on, may also affect the
accourong classilicauon, judgerent 's requred Lo assess all of the
gualitative and gquannial ve factars which may indicate thar the
Group does, or does nol, have significant influence over an
westment. Investments in joirt ventures and associates are
accounted for by the equty method ard are irilially recognisec at
the fair value of consideration transferred.

The Group's share of 15 joint veritures' and associates’ post-
acquisition profits or losses 1s recogrised in the income statement
and 1ts snare of past-acquisiion maovernents Ir reserves 1s
recognised In reserves,

The Group's share of its joinr ventures and essociates’ results is
recogrised as a component of cperaling profil as these operauons
farm part of the core publishing business of the Group and are an
ntegral parl cf existing wholly-owned businesses, The cumulauve
posT-acguisition mavemenis are adjusted aganst the carrying
amount of the investment When the Group's share of losses in a
Joint venture or assocate equals or exceeds ws interest .0 the joirt
venture or gssociate, the Group does not recognise further losses
unless the Group has incurred cbligatons or made payments o
behalf of the join venture or associate.

Unrealised gains anc losses an transactions between the Group
and s joint ventures and assoc.ates are eliminated tc the extent of
the Group's interest in these enunies.

5. Contribution of a subsidiary to an associate or joint venture
- The gain or loss resulting from the contnbutior or sale of a
subsidiary 1o an associate or 8 joint venture 1s recognised mn full
Where such transsctions do not involve cash consideration,
significant judgements and esiimates are used in determming the
fair values of the consideration received

Foreign currency translation

1. Functional and presentation currency - lzerrs included in e
finanicial statements of each of the Group's entities are measured
using the currency of the primary economic environment in which
the entity operates (the functional currency). The consohdated
financial statements are presented in sterling, which is the
company’s functional and presentation currency

2. Transactions and balances - Foreign currency ransactions are
translated into the functicnal currency using Lhe exchange rates
prevalling at the dates of the transactions. Foreign cxchange gains
and losses resulting from the settlement of such transactons ano
from the translaton at year-end cxchange rates of monetary assets
and labiliies denominated in foreign currencies are recognised in
the income statement, except when deferred in equity as qualifying
netinvestment hedges,
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3. Group companies - The resulis and financiaf posiion of all
Group companics that have a funcnional rurrency different from the
presentation currency are ranslaied mnito the presenialion currency
as “uliows

a Assets and liabilties are translated al the closing rate at the date
of the balance sheet

b Income and expenses are ranslated ai average exchange rates

c. Al resulnng exc hange aifferences zre recogrised as a separate
component of equity.

QOn corsolidation, exchange differences anising from the translauon
of the net investment in foreign entities, and of borrowings and
othar currency mstrumients designated as hedges of such
nvestments. are taken to shareholders' equity. The Group treals
speafic inter-company loan balances, which are notintended to be
repalc In the foreseeable future, as parl of s net nvestment When
a foreign operavion s sold, such exchange differences are
recognised in the inceme statement as part of the gain or loss on
sale.

The principal overseas currency for the Group is the US dollar,
The average rate for the year against sterling was $1.38 (2020
%1 28) and the year-eno rate was $1.35(2020. $1 37).

Property, plant and equipment

Property. plant anc equipment are stated at histoncal cost less
depreaation Cost includes the onginal purchase price af the asser
and the costs attributable 1o bringing the asset to s workirg
condition for intended use Land is nat depreciated Depreciation
an other assers s calculated using the straight-line method to
allacate their cost less their res.dual velues over their esumated
useful fives as follows'

Buildings (freeholdy
Buildings (leasehold).
Plant and equipment

20-50 years
aver the perind of the lease
3-10 years

The assets residual values and useful lives are revsewes, and
adjusted If appropnate, al each balance sheet date.

The carrying value cf an asset is wntten down tc its recoverable
amount if the carrying value of the asset 1s greater than its
estimated recoverable amount.

Intangible assets

1. Goodwill - For the acquisition of subsidiaries made on or after

1 January 2010, goodwill represents the excess of the consigerauon
rransferred, the amount of any non-rontrolling interestin the
acquiree and the acquisition date farr value of any previous equity
interest In the acquiree over the fair value of the identifiable net
assets acquired. For the acquisition of subsidiaries made from the
date of transit.on tc fFRS to 37 December 2009, goodwill represents
the excess of the cost of an acquisiion over the fair value of the
Group's share of the net identifiable assets acquired Goadwill on
acguisitions of subsidiaries is incluged 1IN intangible assets Goodwill
on acguisition of associates and joint ventures represents the
excess of the cost of an acguisition over the fair value of the
Group's share of the net identfiable asscts acquired.



Goodeall on acguisiions of assgmiates and joing ventures (s included
In investments In associates and |omit ventures.

Goodwill 1s tested at least annually for iImpairment and carried at
rost fess accurnutated rnparment losses Anrmparment 1oss 1S
recognised 1o the extent that the carnying value of goodwall exceeds
the recoverable amount. The recoverable amount 1s the higher of
fair value less costs of disposal and value in use. These calculatons
require the use of estimates in respect of forecast cash flows and
discount rates and significant management Judgement in respect
of cash-generating unit {CGU) and ¢ost allocalion: Impairment is a
key source of estimation uncenanty and has a sgnihicant nsk of
resulung 1IN @ material adjustment fo the carrying amaunt of
relevant assets within Lhe next financial year, A summary of these
assets by CGU and 2 descripnion of the key assumptions and
sensitvues 15 Included i note 17

Goodwillis allacated 1o aggregated CGUs for the purpose of
impairment tesung, The allocation 1s made to those aggregated
CGUs that are expected (o benefit from the business combinarion
in which the goodwill arose Where there are changes to CGlUs,
goodwili rs reallocated to the new CoUs and aggregation of CGls
using a relarive value merhoa

Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold

2. Acquired software - Software separately atquired for internat
use s capitalised at cost. Software acquired in matenal busiress
combinations 1s capitalised at 11s far value as determimed by an
indeperndent valuer, Acquired software 1s amortised on a straight-
line basis over its estmated useful I'fe of between three and eight
years.

3. Internally developed software - Internal and external costs
mcurred duning the preliminary stage of developing computer
software for internal use are expensed as ncurred interns! and
external costs incurred to aevelop computer software for nternal
use during the application development stage are capitahised it the
Group expet1s econormic benefits from the gevelopment,
Capualisanon in the applicaton development stage begine ance the
Group zan reliably measure the expenditure attributable to tne
software development and has demonstrated 1T NTeRtoN 1o
complete and use the software. Internally developed saftware 1s
arnortised or a siraght-hne basis over iIts esumared useful ife of
hetween three and len years

4. Acquired intangible assets - Acquired intangicie assets include
customer hsts, contracts and relauonships, rademarks and brands,
publishing rights. content, technclogy and software nights These
assets are capiahsed on acquisiion at cost and included i
rtangtie assets Intangibie assels acquired in matenal business
combinanans are capralisec at they {ar value as determuned by an
independent valuer. intangible assets are amortised over ther
esumated useful hves of between two and 20 years, using an
amortisaton methoo that reflects the pattern of theirr consumprion.

5. Product development assets - Progduct development assets
represent direct costs incurred ntne development of ediucators!
programmes and Titles prior 1o their publication. These costs are
recognisea as current intangible assets where the ttle will generate
probable fuiure economic benefits and costs can be measured
reliably,

Produst development asses relatling to content are amorused
upon publication of the title over estimared economic Iives Of seveh
years ar less, being an esumate of the expectea operating lifecycle
of the title, with a higher proportion of the amaortsation taken in the
earher years. Product development assels relzting 1o product
pletforims are armornsed over 10 years of less, bomg an esurnate of
the expected uzelll e

The assessment of the useful economic ife and the recoverabiliy
of product development assets involves judgement anc is based on
tustonical trends and mansgement estimanion of future potennial
sales

Product development assets are assessed for imparrment triggers
on an annual basis or when triggening events orcur. The carrying
amount of product developrrent assets is set out in note 20.

The nvestment in product development assels has been disclosed
as part of cash generated from operatons in tne cash flow
stalement {see rote 33).

Other financial assets
Otner inanoial assels are non-dervalive finanaal assets dassified
and mezsyred at estmated falr value

Marketable sccunties and cash geposits with maturifies of grearer
than three months are classified and suksequently measured at fair
value through profit anc loss (FVTPL) They are remeasured at each
halance sheet daie by using market data and the use of establisheo
valuatan rechnigues Any movement in the fair value is immediately
recognised in finance income or finange Costs In the income
statement

irvesiments in the equity instrurnents of other enuues are
classified and subsequently measured at fair value through other
comprehensive income (FVOC! Changes in fair value sre recorded
N equity N the fair value reserve via other comprehensive Income
On subsequent disposal of the asset. the net fair value gains or
Iosses are reclassified from the fair value reserve o retained
earnings Any dividends receved from equily investments classified
as FYOC are recogrised in the income statement unless they
represent a return of capital

Inventories

Inveniories are stated at the lower of cost and net real'sable val.e.
Cost 1s determined Lsing the weighted average methed or an
approxmmanon thereof. such as the firstin first our (FIFD) rethod
The cost of frished goods and work 0 progress Comprises raw
rnarerials, direct labour, other direct costs and related producnan
overheads. Ne( reslisable value 1s the esumated selling price in the
ordinary course of business, less estimated COSts NeLessary 10
make the sale. Provisions are made for slow-rmioving and absolete
stock

Royalty advances

advances of royaluies (o authors are included within trade and
otner receivebles when the advance is paid less any provision
reguired to adjust the advance 1o 115 net reahsable value The
realsable value of royalty advances relies on a degrec of
managemeni esumanon in determining the proitatiny of indmdial
author contracts. If the estmated realisable value of author
conracts 1s overstated, this will have an adverse effect on operzung
profits as these excess amounis will be wrirten off,
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Notes to the consolidated financial statements continued

1a. Accounting policies continued

Royalty advances continued

The recoverahility of royalty advances 15 based upon an annual
detalled management review of the age of the advance, the future
sales projectons for new authors and prior sales history of repeat
authars.

The royalty advance 1s expensed at the contradted or effective
royalty rate as tne related revenues are earned Royzlty advances
which will be consurmed within one year are hela n current assets
Royslty advances which will be cansurmed after one year are held i
non-cuUrrent assets,

Cash and cash eguivalents

Cash and cash ecuivalents in the cash ow statement include cash
nhand. deposits held on call with banks, other short-term highly
hiquid investments with original maturives of three months or less,
and bank overdrafis. Bank overdrafts are induded in borrowngs in
current liatnliies in the balance sheet

Short-term deposits and marketable socurites wirh maturines of
greater than three months do not qualify as cash and cash
equivalents and are reported as financigl assets Movernents on
these financial assets are classified as cash flows from financing
activities In the cash flow statement where these amounts are used
Lo offset the borrowings of the Group or &5 cash flows from
INvesting actvities whiere these armounts are held to generate an
investment return.

Share capital
Ordinary shares are classificd as cquity

Incremental costs directly attributable to the 1ssue of new
shares or opuons are showr in eguity as @ deducuon, net of tax,
frcm the proceeds

Where any Group company purchases the cormpany’s eauity share
capital {treasury shares), the consideranon paid, including any
directly attributable incremental costs, netl of income Laxes, is
deducted from equity artributable to the company's equity holders
until the shares are cancelled, reissued or disposed of Where such
shares are subsequently sold or reissued. any consideration
receved, net of any directly attributable transact.on costs and the
related income tax cffects, s included in equity attributable to the
company'’s equity holders.

Crdinary shares purchased under a buyback programme are
cancelled and the nominal value of the shares s ransferred o a
capital redempnon reserve

Borrowings

Borrowings are recognised initally at fair value, which s praceeds
received net of rransacuon costs incurred. Borrowings are
subsequently stated at amortused cost with any difference hetween
the procecds (net of transaction costs) and the redempt.on value
being recognised in the incame statement over the period of the
borrowings using the effecuve niterest method. Accrued interest 1s
included as part of borrowings.

Where a debtinstrument 1s in a fair valug hedging relationship,
an adjustment 1s made a1 11s carrying value in the \ncome starement
to reflect the hedged risk.

Where s debrimstrument is in @ net investment hedge relationship,
gains ang losses on the effectve portion of the hedge are
recognised in ather comprehensive income
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Derivative financial instruments
Derwatves are recognised at far value and remeasured at each
balance sheet date. 1he far value of dervateses is determined by
using market data and the use of estanlished estimaucn tecnniques
such as discounted cash flow and opuon valuaton modsls.

lor dervanves in & hedge relatonship, the currency hasis spread
15 excluged from Lthe designation as a hedging instrument.

Changes in the fair value of derr/auves are recognised immeaiately
Ir finance income or costs However, derivatives relating 1o

borrowings and certain foreign exchange contracts are designated
as part of a hedging trensacuon,

The accounung treatment is surmmarised as follows

Typical reason
for designation

Net investment hedge

The dervalve creates 2
foreigr currency hab.ivy

which s used to hedge
changes n the value of
a subsidiary which
transects in that
currency.

Fair value hedges
The derivative

transforms tne interest

profile an debt from
fixed rate 1o floaung
rate. Changes inthe
value of the debtas a
result of changes in
nterest rates angd
foreign exchange rares
are offset by equal and
opposite changes in
the value cf the
dervative. When the
Group’s debt is
swapped 10 floating
rates, the coniracts

used are designated as

fair value hedges.

Reporting of gains
and losses on
effective portion
of the hedge

Recognisea 1n other
comprehiensive
ncome

Gamns and losses

on the derivative

arc reported 0
finance mcome ar
finance cosrs
However, an equal
and opposite change
1s made tc

the carrying value of
the debt (a far value
adjustment’} with the
benefit/cost reported
mn finance ncome or
finance costs. The
ner result should be
azerocharge ona
perfectly effective
hedge.

Nen-hedge accounted contracts

These are not
designated as heoging
instruments. Typically,
these are short-term
contracts to convert

debt back to fixed rales

or foreign exchange
contracts where a
natdral offset exists.

Recognised in the
income statement,
No heage accounting
applies.

Reporting of gains
and losses con
disposal

On the dispesal
of foreign
operat:ons or
subsidiaries, the
accumulated
value of gains
and losses
reported In other
comprehensive
income Is
transferred 1o
the income
statement,

If the debr and
derwative are
disposed of, the
value of the
dernative and
Lhe debt
fincluding the tair
value
adjustment) arc
reset to zero.
Any resulant
gain or loss 1s
recognised in
finance income
or finance costs.



Taxation

Current tax is recogmised at the amounts expected 10 be pad or
recavered under the tax rates and laws that have been enacted or
substaniively enacied at the balance shieet darte

Deferred incorne tax s prowvided, using the balance sheet liabilty
method, on temparary differences ansing between the tax bases of
assets and habiiues and thelr carrying amounts. Deferred income
tax fs determined using 1ax rates and laws that have been enacred
or substantively enacled by Lhe balance sheet date and are
expetled 1o apply when the related deferred 1ax asset s reshsed or
the deferred incame tax liabifity 1s setded.

Neferred tax assets are recognised to the extent that it is probable
that future laxable profit wit be avalable against which the
temporary differences can be utifised.

Deferred income tax s provided in respect of the undistnbuted
earnings of subsidiaries, associates and joint ventares other than
where it s intended that those undistributet earmings will not e
rermutted in the foreseeable future.

Current and deferred tax are recognised in the income statement,
except when the tax relstes 1o tems charged of credited directly 10
eouty of other camprehenswe income, i which case the tax s also
recognised In eguity or other ccmprefiensive INCarme.

The Group 1s subject to income axes IN numerous jJunsdictions
Significans Judgement s require in deterrmining the estimates 'n
relanon 1 the worldwide provision for income waxes There are
many transactions and calculatans far wnich the ulimate tax
determination is uncertain during the ordinary course of business
The Group recognises tax provisions when it s considered probable
that there will be a future outfiow of funos to a 1ax authonity The
provisions are based on management’s best judgement of the
application of tax legislation and best estmates of future setiiement
amounts (see note 7) Where the final tax outcome of these matters
s different from the amounts that were inwially recorded, such
differences will iImpact the income Tax and deferred 1ax Drovisions
In the perod  which such deterrmination 's magde.

Deferred 12x assets and labilires require meanagement judgement
and estimaton in determinng Jhe amaounts 1o be recognised. in
parvcular when assessing the extent to which deferred rax sssets
should be recognised, significant judgement 13 used when
considering the uming of the recogrition and csumation ;s used to
determine the leve! of furure taxable ncome together with ary
future tex planning strategles (see note 13)

Employee benefits

1. Pensions - The retrement benefn asset and obligation
recogrised in the halance sheet represent the net of the present
value of the defined benefit obligauon and the far value of plan
assets at the balance sheet date The defined benefit obligaucn 1s
calculatea annually by independent actuanes using the projected
unit credit methed The present value of the defined benefit
ohligation s determuned by discounung esumated future cash flows
using yields on high-quality corparzte bonds which have terms to
maturity approximaung the terms of the related liabiliy,

When the caleulaven results in a potenlial asset, the recogniuon

of that asset ts irmited 1o the asser ceiling - thst s the present value
of any economic berefits avallable in the form of refunds from the
plan or a reduction in future contributions, Management uses
judgement 1o determine the level of refunds svalable from the
plaiy In recogrusing an asser

The deterrminaton of the pension cost and defined henefit
chhgauon of the Group's defined berefit pension schemes depends
on the selecuon of certam assurmnpuons, wheh include the discount
rate, inflaton rate, salary growth and longevity (see note 25).

Actuarial gains and losses arising from expenence agjustments and
cnanges m actuana! assumprionrs are charged or credited 1o equity
in other cornprehensve incame in the period in which they anse
The service cost, representing benefits accruing over the year, 1s
ncluded in the income statement as an operating cost. Net interest
is calcuiated by @pplying the discount rate to the net defined berefic
opligation and 15 presented &5 finance costs or finance Ingorme

Obligatons for contributions (¢ defined contributicn pension plans
are recagnised as an operating expense n the mcome staterment
as mcurrec

2. Other post-retirement obligations - The expected costs of
past-retiremens medical and life ass.rance henefics are accrued
cver the penod of employrmient, using a similar accounting
methodology as for defined benefit pension obhigations. The
latlives ana casts relatng t sigrificant ather past-reurement
obligaviors are assessed annually by independent quaihied
actuaries

3. Share-based payments - The far value of oprions or sheres
granied under the Group's share and option plans 13 recogrised as
an employce expense a'ter taking wra account the Group's best
estimate of the numiber of awsrds expected 1o vest, Fair value is
measured at the date of grant and 1s spread over fhe vesung penod
of the opuon or share, The fair value of the oplions grantes 15
measured Jsing an option madel that s mast appropriaie to the
award The fair value of shares awarded 1s measured using the
share price ar the date of grant unless another methed is more
appropriate Any proceeds receved are credited 1o share caprial
ang share premium when the options are exercised
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Notes to the consolidated tinancial statementls continued

1a. Accounting policies continued

Provisions

Provisions are recognised Il the Group has a present legal or
constructive obliganan as a result of past events: it is more lkely
thar not that an outflow of resources will be required Lo setile Lhe
abligaton ang the arnnunt car e relizoly estimates Provisions are
discounted to present value where the effect s material

Revenue recognition

The Group's revenue stroams are CoUrseware, dssessmerts and
services. Courseware includes curncuium matenials prowvced in
book form and/or via actess to digital content Assessments
includes test development, processing snd sconrg services
provided to governments, cducational INsttutions, Corporatons
and professional bodies Seraces includes the gperalion of schools,
colieges ano universities, ncuding sisternas in Brazil, as well as the
prowvision of online learming services in partnership with unversities
anc other academic insttutions

Reverue 1s recognised in order to depict the transfer of control of
promesed gooos and services to customers in an amount that
reflects the consideration 1o which we expect to be entitled I
exchange for those gooas and services. This process begns with
Ine idenufcanan o our contract with a customer. which 1s generally
through a master services agreement, customer purchase order, or
a combiration thereal, Within each contract, jJudgement s applied
10 determine the extent to which actvties within the contract
represent distinct performance obhgauons to be delivered and the
total amount of transacoon price to which we expect 1o be entitied

The transachion prce determined 1s net of ssles taxes, rebares and
discounts, and after eliminatng sales within the Group Where a
contract contains multiple performance cbligations such as the
provision of supplementary materials or anline access with
textbooks, revenue 1s allocated on the bas's of roiative standalone
seling prices. Where a contract contains variable consideraton,
significant estirmation 1s reguired to deterrine the amount to which
the Group 1s expected to be entitled

Revenue 1s recognised on contracls with customers when or as
performar.ce obligations are satisfied, which is the periad or the
point in trme where control of goods or services transfers 1o the
customer. Judgement s applied to determine first whether control
passes over tme and If not, then the point in ume at which control
passes. Where revenue 1s recognised over ume. judgement 1s used
to determine the method which best depicts the transfer of control.
Where an input method 1s used, significant esumauion 1s reguired to
determine the progress towards delivering the performance
obligation.

Revenue from the sale of books 1s recognised net of a provision for
antcipated returns. This provision is based primarily on historical
return rates, customer buying patterns and retailer behawours
including stock levels (see note 24), If these estimates do nat reflect
actual returns in future periods then revenues could be
understated or gverstated for a particular period. When the
provision for returns is remeasured at each reporting date 7o reflect
changes In estimartes, a corresponding adjustment ‘s also recorded
o revenue.
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The Group may enter into contracts with another party in addition
to our customer In making the determination as to whethe-
revenue shodld be recognised or 2 gress or net basis. the contract
with the customer 1s analysed 1o understand which party controls
the relevant good or service prior o trans’erring Lo the customer.
This jJudgement s 1:formed by facts and arcumstances of the
contract in derermining whetner the Group has promised 1o
provide the specified good or service or whether ihe Group s
arranging for the transfer of the specified good or service, Including
which party s respansible for fulfilment, has discretion 1o ser the
price to the customer and 1s responsible for inventory risk. On
certain contracts, where the Group acts as an agent, only
commissions and fees recewveble for services rendered are
recognised as revenae Any third-party costs incurred on behal” of
the principal that are rechargeanle under the contractual
arrangernent are not ncluded 0 revenue

Income from recharges of freight and other activities which are
incdental to the normal revenue-generaung activities 1$ included in
other income.

Addiioral details on the Group's revenue streams are also Included
1 note 3.

Leases

The Greup as a lessee

The Group assesses whether a contract Is or contains & lease at the
inception of the contract A contractss, or contains a lease. If the
contract conveys the right 1o contral the use of an identified asset
for a period of ume in exchange for consideration The Group
recogrises a rghr-of-use asset and a fcase hablity at the lease
commencement date with respect 1o all lease arrangements except
for shart-term leases {leascs with a lease term of 12 months or less)
and leases of low-value assets. For these leases, the lease payments
are recognised as an operating expense on a straight-ine bas.s
over the term of the lease

The right-of-use asset 1s initially measured at cost, compnsing the
inual amount of the lease llability plus any inial direct costs
incurred and an estmate of costs 1o restore the ungderlying asser,
less any lease incenuves receved. The right-of-use asset Is
subsequently depreciated using the straight-line method from the
commencement date 1o the earlier of the end of the useful |ife of
the asset or the end of the lease term The Group apples IAS 36 to
determine whether a right-of-use asset is impairec. The lecse
hability 1s inmially measured at the present value of the lease
payments that are not paid al the commencement date, discouried
using the interest rate implicitin the lease or, if that rate cannot be
readily deterrmined, Lhe incremental borrowing rate The |ease
lizbiity rs measured at amortised cost using the effecuve interest
method Itis remeasured when there 15 a change in future lease
payments arsing from a change 1n an index or a rate or a change I»
the Group's assessment of whether it will exeroise an exiension

or termination cption When the lease liability 1s remeasured,

a corresponding adjustment is made 10 the right-of-use asset

Management uses jJudgement to determine the lease term where
extension and termation opnions are avallable within the lease.



The Group as a lessor

When the Group s an interrmediate lessor, the head lease ana
sJblease are accounted for as two separarte contracts. The head
lease 15 accounted for as per the lessee policy above The sublease
15 classified as a finance lease or operating lease by reference 1o the
right-of-use asset arising from the head lease Where the lease
transfers substantially all the risks and rewards of ownership to the
lessee, the canrtract is classified as a finance lease: all other leases
are classiied as operating leases Rentalincome from operaung
leases 15 recognised an a straight-line basis aver the term of the
relevant lease. Amounits due from lessees under finance subleases
are recognised as receivables at the amount of the Group's net
nvestment 1 the leases discounted using the interest rate implicit
inhe lease of, if that rate cannot be readily determined, the
ciscount rate used iri the head ledse.

Dividends

Final dividends are recoroed in the Group's financial stalements in
the penad in which they are appraved by the company's
sharehelders interm divdends are recorded when paid.

Discontinued operations
A disconunued operauon 1s a cormponent of the Group's business
that represents a separate majar ne of husiness ar geagraptucal
area of operations that has been disposed of or meets the cnierna
12 be classified as held for sale,

Vihen applicable, disconunued operations are presented in the
ncome sratement as a separare line and are shown net of tax

Assets and liabilities held for sale

Assets and habihines are classified as held for sale and stated at the
lower of carryng amount and far value less casts ta sellf ir i< rughly
probable that the carrying amount will be recovered principally
through a sale transacnion rather than through continuing use.

No depreciation 15 charged in respect of non-current assets
tlassified as held for sale Amcunts relaling to non-current asseis
and labiliues held for sale are classiflied as disconunued operations
N the income starcment where appropriate.

Trade receivables

Trade receivables are stated at fawr value afier provision for bad and
doubtful debis. Provisions for bad and doubtful debts are based cn
the expected credit loss model The simplfied approach’ s used
with the experted loss aliowance measured at an amount eqaal 1o
e ifeume expected credit lcsses A provision for anucpaied
furure sales returns s included wathin trade and other habibties
{(alsc see Revenue recogrivon policy)

1b. Going concern

In assessing the Group's ability to continue as g going concern for
the penod to 30 June 2023, the Board analysed a variery of
downside scenarios including a severe but plausible scenario where
the Groun s impacted by a combinzguon of all prinopal neks from
2022 as well as reverse stress Lesting 1o identfy what would be
required 1o either breach covenants or run out of iguidity, The
severe but plausible scenario modelled a severe reduction in
revenue, profit and operaung cash flow from risks winck in
aggregate were signuficantly greater than seenn 2021 conunuing
throughour 2022 1o 2023

A1 31 Decerner 2027, the Groop had avatsble hquidity of c£7 Gon,
campnsing central cash balances and ws undrawn $1.190n
Revolving Credit Facihity (RCFY i February 2022, the Group
renegotated Its revolving credit facility, extending the matuniy of
$1bn of the faciity by one year 1o Febraary 2026 Even under a
severe Downside Case, the (Group would matntam comfortabde
liguidity headroom and suffivent headroorm against covenarit
requirements during the perod under assessmernt even before
modeling the miniganng effect of actions that management would
take In the event that these aownside risks were 1o crystallise.

The directars have confirmed that there are no matenal
urcertainties that cast doubt on the Group's going concern slatus
and thal they have a reasonable expectanon that the Group nas
adequate resources 10 (ontinue i operatonal existence for a
minimum of the next 12 months

1c. Climate change

The Group has assessed the impacts of cimate change on the
aroup's finanoial statements of our commuiment to achioving net
Zero by 2030, and the acuons the Group ntends to take to achieve
those targets. The assessrment did not identfy any materidl impact
on the Group's sigrnificant judgements or estimates at 31 December
2021, ur the assessment of going toncern for the penod 1o june
2023 and the Group's viability over the next five years Specifically,
we have considercd the following areas

- The prysicat and transiion: risks assodiated with chrate change,
and

- The actions the Group 1s taking to meet i1s carbon reduction and
net zero targets.

A3 a rosult, the Groun has essessen the impacis of chimate change
on the fingrndial statements, anc in parteular, o the following
areas

- Theimpaci on the Group's future cash flows, ang the resulung
Impact tnat such adustments 1o our furure cash lows would
nave onthe outcome cf the annual impairment testng of our
goodwili balances (see note 11 for further desails), the
recogniton of deferred tax assets and our assessmeant of going
concern,

- The carnang value of the Group's assets, in parucular the
recaverable amounis of iInventories. product developrmient
assets, INtgngble asseis and praperty, plant and equipment. and

~ Amy changes 1o our eshmates of the useful econormic lves of
product developmert assets. INtangole 3ssers snd property,
plant and ecuipmment
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Notes to the consolidated financial statemernls continued

2. Segment information

0n 8 Marcn 2021, the Group snnounced a new strategy, whnich Included a new management siructure snd aperaning model As a result, the
primary operating segments reported 1o the Group's chief operatng deosicr-maxer, the Pearson Executive Management team, have
changed from 1 July 2021 to reflect the new Group structure. There are now five man global business divisions, which are eack corsidered
separate operavng segments for management and reparting purposes. [hese five divisions are Assessment & Qualifications, Virtual Learming,
Englsh | anguage _earning, Higher Educauan and Warkiorce Skills In addiion, the International Courseware Iocal publishing businesses are
under strategec revew and during this time are bemng managed ¢ o separate dvision, known as Srrategic Review For the comparative perioc,
the Group has separately aisclosed the results rom the Penguin Random House associate Lo the point of disposzl in Aprd 2020 Comparative
figures for 2020 have been restated to refrect the new segments

The tellowing doscnbes the principal activities of the five mam operanng segrrenis:

- Assessment & Qualficatiors - Pearson VUE, US Student Assessment, Chrical Assessment, LUK GCSE and A Levels ana International
academic qualifications

- Mrrlaal Learrung = Mirtual Scnocls and Gnline Program Management,

- Emglish tangaage Learning - Pearson Test of Erglsh, Institutional Courseware and English Online Solutions
- Higher Educauon - US, Canagian and International Higher Education Courseware businesses

- Workforce Skills - BTEC, GED. TalentLens, Faethm, Pearson College and Apprenticeships

For more detall on the services and products included in each operalng segment, refer Lo the strategic report.

2021
English I VPenguin
Assessment & Virtual Language Warkferce Higher Strategic Random

All figures in £ milliens Notes Qualifications Learming Learning Skills Education Review House Group
Sales 3 1,204 713 238 172 845 252 - 3,428
Adjusted operating profit 216 32 15 27 73 22 - 385
Cost aof major restructuring (48) (48) (27) (28) {63) - - (214)
Intanginle charges (13) (25) (3) {7) {2) (1) - (51)
Other net gains and losses - - - {2) - 65 - 63
Operating profit/(loss) 155 (41} (15) (10) 8 86 - 183
Finance cosis &) (68}
Finance income ] 42
Profit before tax 157
Income tax 7 3
Profit for the year 160
Other segment items
Share of results of joint ventures
and associates 12 - (n 3 {1 - - - 1
Depreciztion and impairment 10 92 48 14 9 63 15 - 241
Amort sation and impairment 11,20 129 67 34 25 165 26 - 446
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AnSEasmel & L irual
Ay gures 1 or s Noes Judh cauons LEGTITE
Sales 3 1,082 692
Adjusted cperating profil 147 25
Cost of major restructuring - -
Intangible charges (25) (30)
Other net gains and logses - -
Operating profit/(loss) 118 (1)
Finance cosls <]
Finance incorne 6
Profit before tax
Income tax 7
Profit for the year
Other segment iterns
Share of results of joint ventures
and associates T2 - -
Deprediation and Imparmentt 10 53 21

There were ng tnatenal ter-segment salesin ainer 2021 or 2020,

Corporale costs ere allocated (o business segmenis on an
appropriate basis depending on the nature of the <ost and
therefore the 1otal segment resuit s equal 1o the Group operating
profit

For addinonal detailed information on the calculatian of adjusted
operatng profit as shown in the above tables, se= pages 224-228
(Financis! key performance indicators)

Adjusted operaung profit s shown in the above tables as it 15

the key financisl measure used by management 19 evaluate the
performance of the Group The measure also enables investors o
rore egsily, and consistently, track the underlying cperational
performance of the Group and 1S BUSINESS SeEMEeNnts over Lme by
separating out thase items af iIncome and expendture relaing 1o
acquisition and disposal transaclions, major resirucurnng
programmes and certain other items that are also not
representative of underlying performance, whick are explaned
beiow and reconciled In note 8

Cost of major restructuning - In Marct 2G27, the Group arnounced
a restructuring programme, to run primarily in 2021. The
programme includes the reorganisation of the Group into five
global business dwvisions and the simphfrcaton of the Group's
property portfolic The restruciuring cosisn 2021 of £214m mandy
relate to the impairment of nght-of-L5e praperty assets. the
write-down of product development assets and sta'f redundancies
The costs of this restructiring pragramrme are significant enough 1o
exclude from the adjusted operating profit measure so as to hetter
nighlight the underlying performance {see note 4.

Enghen Pergur
Lang.ags Warkioroe dgher Ramao™
_eaft g Skills ER N o .5e Grads
208 63 956 - 3.357
1 26 93 6 1 313
(7) (8 E]] (3 - (80)
- - - {2 180 178
6) i8 40 i 181 411
(107)
50
354
{44}
310
4 - - - B 5
7 5 28 i - 25
34 24 167 35 - 272

Inrangible charges - These represernt charges relaung (o inangibles
acouired thraugh business combinatigns and intangbles relating 1o
associares These charges are excluded as they reflect past
acquisinon actvity and do not necessanly reflect the current year
performance of the Group Intengible amormisation charges in 2021
were £51m, which included nompairment charges. in 2020,
ntangible charges were £80m induding imbairment charges of
£12m.

Other net gains and losses - These represent profits and losses on
the sale of subsidiaries. jormt ventures, associates and other
financal azsets and are excluded from adjustied operating profit as
they distort the performance of the Group as reported on a
statutory besis, Other net gains and losses also includes costs
related 10 business ciesures end acquisiions Other et gams in
2021 largety relate to gains from the disposal of FIIE and the K12
Sigiernas business in Brazil ofisel by cosls relaied 10 1he acquisition
of Faethm and the wand-dowr of Certain strate g review
businesses. In 2020, they largely relate (¢ the sale of the remaining
Interest I Penguin Random House (£180m gam)
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Notes to the consolidated financial statemenis continued

2. Segment information continued
The Group operaies in the following main gecgraphic areas:

Mt ren i & il 2021 020
UK 355 319
Ormer European countries 249 216
s 2,182 2,335
Canada 1114 91
As.a Pacific 358 251
Qther countries ) 172 185
Total 3428 3397 3,288 3486

Sales are allocated based on the country in which the custamer 1s located. This doces not differ mater.zily from the loration where the crdor 15
recewved. The geographical split of non-current assels 15 based on the subsialary's country of domicile. This 1s notmaienially different 1o the
location of the assets, Nen-current assets comprise property, plant and eguipment, Atangible assets, investments In Jomt ventdres and
assocates and trade and other recevables,

3. Revenue from contracts with customers

The followang tables analyse the Group's revenue streams. Courseware ncludes curncuham matenals provided in book form and/or v-a access
10 dignal content Assessments includes integrated test development, processing anc scornng services provided to governments educatonal
nstitutions, corporations and professional bodies, Services inciudes the operaton of schools, colleges and universites, \ncluding sistermas In
Brazil, s well as the prowvision of online learn ng services in partnershig with universites and other acadermic institutions. Comparauve figures
for 2020 have beer restated fo reflect the new segments

The Group derived revenue from the transfer of goocs and services over hme and a1 & point in time N the following major product hres

L o o 2021
English
Assessment & Virtual Language Workforce Higher Strategic
All figures in £ millions Qualifications Learning Learning skills Education Review Total
Courseware
Products transferred at a8 point in time 44 - 109 - 283 198 634
Products and services transferred aver time 14 - 26 - 558 33 631
58 - 135 - 841 231 1,265
Assessments
Products transferred at a point in tme 173 - 6 16 - - 195
Products and services transferrea over nime 973 - 72 112 - - 1,164
1,146 - 78 135 - - 1,359
Services
Products transferreo at a point 0 tme - - 22 - - 14 36
Products and services fransferred cver time - 713 3 37 8 7 768
- 713 25 37 8 21 804
Total 1,204 713 238 172 849 252 3,428
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Al igures » L mllors Cual “carars

Courseware

Products transferred at a point in ume 43

Products and services transierred gver ume 14

57

Assessments

Products ransferred at @ point In time 138

Products and services transferred over ume 887
1,025

Services

Fraducrs transferred at a pomt i1 fune -

Products and services transferred over tme -

Totai 1.082

a. Nature of goods and services

The following 1s & descripoon of the nature of the Group's
performance cbhigahions within contracts wih tusiomers broken
down by reveriue stream, along with significant udgements and
estimates mage within each of those revenue streams.

Courseware

I =y sreas of esnmanon

The level of provisions required for anticipated returns is
estmated based on historical experience, customer buying
patterns and retailer behaviours including stock levels.

Revenue 1s generated fram customers through the sales of print
and digital courseware materials to schools, bookstores and direct
1o ndivdual [rarners Goods and services may be sold separately
or purchased together in bunaled packages The goads and
services included in bundled arrangements are considered distinct
performance obligations, except for where Pearson provides both 2
licence of inteliectual property and an angoing hosting service

As the hicence of Inteliectual property i1s only available with the
concurrent Rosung service, the licence is not ireateo as & disunct
perfarmance oblganon separate from the hosting service.

The transacuon price 15 allocated between d.snnc performance
cbligatons on the basis of their relative standalone selling prices

In determumng tne transaction price, ranable consideranon eusts
in the form of discounis and antcipated eturns Discounts reduce
the transaction price on a given transaction A prowsion for
anticipated returns 1s made based primarily on histoncal recurn
rates, custormer buying patterns and retailer behavicurs induding
stock levels (see noie 245 1f these estimates do not refiect aciual
rezurng in futyre penads then revenues could be understated or

g ROVEy Tutal
- 06 - 313 208 670
- 24 - 630 28 596
- 130 - 543 236 1,366
- 3 7 - - 148
- 61 123 - - 1.0
- B4 130 - - 1,219
- 27 - - 22 A4
697 2 33 i3 28 Bi=)
692 24 33 i3 50 212
692 218 163 %56 286 3397

overstated for a particular penod YVarnstle consideration as
described above s determined using the expecied value approach
The sales return hahilty at the end of 2021 was £83m (2020, £86m)
{see nole 24}, This represents 13% of courseware sales wransferred
at a point in ume,

While payment for these goods and services generally occurs st the
siart of these arrangements, the length of tme between payment
and debvery of the perdormance obligauons s generally shart-erm
in nature or the reason for early payment relates 1o reasons other
than finanong, including custamers securing a vendorin a

longer -term arrangement or the transfer of goods or services s at
the discretion of the customer For these reasons and the use of
the prattal expedient on short-ienm fmanarg, significant finantng
campanernts are not recognised within Courseware transaciions,

Revenye iram the sale of physical books 1s recognised at a paintin
time when control passes, This s generally at the point of shipment
when utle Dasses 1o the customer, when the Group Nas a present
right 1o payment and the significant nsks and rewards of ownership
have passed to the customer Revenye from physical books sold
through the direct print rental method 13 recogrised over the rental
penicd, &s the customer s simuyltaneously recening and consuming
the benefits of this rencal service through the passage of ime

Revenue from the sale of digital courseware produdcts s recognised
on a straight-lne basis gver the subscriptian penod. unless hosted
by & third-party or representatve of a downloadable product. in
which case Pearson has 10 ongoing obiigation and recogrises
revenue when conirgl transfers as (he customer 1s granted aicess
1o the dignal product,

Revenue from the sale of ‘off-the-shelf software s recognised on
delvery or o installauon of the software where that is a condition
af the cantract In certam crcurrstances, where ns:allation s
complex, revenue 13 recogrised when the customer hes completed
thenr accepiance procedures
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Notes to the consolidated financial staternernits continued

3. Revenue from contracts with customers
continued

Assessments

Revenue 15 primarily generated from mulu-year contractual
arrangements refated ta large-scale assessment delivery, such as
Lotrdes to process aualfying tests forindadual professions and
gavernment departments, and I1s recognised as performance
occurs. Uncer these arrangements, while the agreement spans
multipie years, the contract duration ras beer determined to be
each testng cycle based on contract structure, including clauses
regarding termmation.

While in some cases the customer may have the ability 1o terminate
daring the terrr for cervenience, signifcart financial or gualitatve
barriers exist miung the potential for such terminations in the
middie of a tesung cycle

Within each tesuing cycle, a vanety of service acibaties are
performed such as test agmen:strat:on, delvery, scoring, reporting,
rtem development, operational seruces and programme
management. These services are not treated as disunct in the
coniext of the customer contract as Pearson provides an integrateg
managed senice offering and these activities are accounted for
logether a5 one comprehensive performance obhgaton

Within each testing cycle, the transacticn price may contain both
fixed and varisbie amounts. Vanable consideranon within these
ransactions primarily relates to expected testing volumes Lo be
delivered in the cycle. Tne assumpions, r sks and uncertainties
inherent to long-term contract accounung can affect the amounts
and nming of revenue and related expenses reported. Variable
consideraton is measured using the expected value method,
except where amounts arc cantingent upon & future events
occurrence, such as performance bonuses, Such event-criven
contingency payments are measured using the most likely amount
approach In estimatng and constraining vanable consideraton,
histarical experience, current trends and local market conditions
are considered. To the extent that a higher degree of uncertanty
exists regarding variable consideration, these amounts are
excluded from the transaction price and recogrised when the
unceriainty 's reasonably removed.

Customer payments are generally defined in the contract through a
payment schedule, which may reguire customer acgeprarice for
services rendered. Pearson has a hrstory of prowiding sausfactary
services which are accepted by the customer. Whilc a delay
between rendering of senaces and payment may exist, payment
terms are within 12 montns and the Group has elected to Use the
pracucal expediert avallaple in IFRS 15 ‘Revenue from Contracts
with Customers’ and not identify a significant finanang component
on these transactions.

Revenue s recognised for Assessment contracts over time as the
customer 1s benefiting as performance takes place through a
contindous transfer of control ta the custormer This continuous
transter of control 1o the customer 1s supported by clauses n the
cantracts which may allow the customer to termmate for
convenience, compensate us for work performed to date, and toke
possession of work in process
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As control transfers over ume, revenue I1s recognised based on the
extent of progress towards completion of the performance
oblgaton The selection of the method to measure progress
owarcs completion requires jJudgement ard is based on the nature
of the services proviced Revenue is recognised on a percentage of
costs basis, calculated using the propornon of the taral estirmased
cests incirred to date From 2021, the proportion of estimated
cosis incurrad to date 1s primanly bases on hestoncal cost analysls
for similar groups of contracts, vath regular true-ups to contract
vasts throughout the contract period Proviously, the propomon of
esurnated costs incurred to date was based on individual contract
analysis The change in input methodology has not resulted in 3
matenzl impact on revenue recognition Percentage of completion
15 Lused 1o recognise the transfer of control ot services provided as
these services are not provided evenly throughout the testing cycle
and involve varying degrecs of effort during the contract term

Losses on contracls are recognised in the perioc in which the loss
first becomes foreseeable Contract losses are determined to be
the amount by which esumated total costs of the contract exceed
the estimated total revenues that will ve generated.

In Assessmenrts contracts driven primarily by transactions arrectly to
end users, Pearson's main obligation to the customer involves 1est
delivery and scoring Test delivery and sconing are detined as a
single performance obligaticn deliverea over time whether the test
15 subsegquently manually scored or digitally scored on the day of
the gssessment Custemers may also purchase prnt and digital
supplemental matenals. Print products in this revenue stream are
recognised st a point in time when control passes to the customer
upon stipment. Recognition of digital revenue will occur based on
the extent of Fearsor's angoing hosting obligation.

Services

Revenue 1s primarily generated from muiti-year contractual
arrangements relateo 1o large-scale educatonal service delivery

to academic institutions, such as schools and hugher educaton
universities. Under these arrangements, while an agreement may
span muluple years, the contract duration has been determined 1o
be each academic peniod based on the structure of contracts,
including clauses regarding terminaticn White in some cases the
customer may have the ability to termirate duning the term for
converience, signficant financial or qualtative barriers exist Imiing
the potenual for such terminations in the middle of an acacernic
period. The acadernic period for this cusiomer base is normally an
academic year for schools 2nd a semester for higher education
universilies

within each academic period, a variely of services are provided
such as programme development, student acguisition, education
technology and student support services. These senices are not
drstinet in the context of the custorrer contract as Pearscn provides
an inlegrated managed service offering and these activities are
accounved for togerner as a comprehensive performance
obliganon.



Vinere Services are provided Lo university cuslomers, yvolume and
transachon price are fixed at the start of the sermester. Where
Services are provided to school customers, Lhe transacuon price
may contain both fixed and variable amounts which require
estmation dunng the academic period, Estimation s required
where consideraton s based upon average enrolments or orher
rmetncs which are not known at the start of the academic year,
Variable considerstion is measured using the expecred value
method. Historical experience, current trends, local Circumstances
and customer-spedific funding formulas arc carsidered in
estimaung and constraining vanable consideranen To the extent
that a hugher degree of uncertainty ousts regarding vanable
consideration, these amounts are excluded from the transacton
price and recognised when the uncertainty 1s reasonsbly rermoved

Custamer payments are generally defined in the cortract as
ocournng shortly after involng, Where thore (€ 3 longer payment
term offered o a customer through a payment schedule, payment
terms are within 12 months and the Group has clected 1o use the
practical expedient available in IFRS 15 and notidenufy a sigrnificant
financing comporicnt on these ransactons.

Revenue 1s recagnised for Service contracts over ime as the
customer 1s benefiting as performance takes place through a
conunuous transfer of control to the customer This continuous
trarsfer of control 1o the customEer 1S SUPRDTEed by Causes m1he
cantracts which may allow the custamer to terminate for
convenience, compensate for work performed to date, and take
possessian of work In process.

As control transters over ume, revenue 15 recognsed based on
the cxtent of progress towards completian of the perforrmance
obligation. The selection of the method 1o measure progress
towards complenion requires judgernent and 1s based on the
nature of the products or services provided. Withir the
cormprehensive service obligation, the orming of seraces outurs
relatvely evenly gver each academic period and, as such, Lme
efapsed Is used 1o recognise the rransfer of control to the
customer on g straight-line basis

Losses on contradts are recagnised in the period in which the loss
first becomes foreseeable. (ontract losses are determined to be
the amount by which estmated total costs of the contract exceed
the estimated total revenues thet wall be generated

in cases of opuonal or add-on purchases, instilytions may purchase
physical goods priced at their standalone value, which are
accoun:ed for separately and recognised al the point in ume when
contral passes [o the customer upan shipment.

b. Disaggregation of revenue

The tablesin notes 2 and 3 show revenue from contracts with
wustomers disaggregated by operarng segment, geography and
revenue siream These disaggregalion (alegores are appropriale
as they represent the key groupings used in managing and
evaluaung underlying performance of each of the businesses. The
rategones also reflect groups of sirmilar types of irarsactional
characteristics, among similar customers, with similas accouning
conclusions,

¢. Contract balances

Transacuons within the Courseware revenue stream genefally ental
customer billings at or near the contract’s nception and accordingly
Caurseware deferred income balances are primarily related to
subscription performance obligations 1o be delvered over time.

Transacuons within fhe Assessments and Serices revenue streams
generally entail customer tillings over time based on penadic
ntervals, progress rowards milestones or enrolment census dares.
As the performance obligations within these arrangernents are
delivereqg aver tme, the extent of accrued income ar deferred
mcome will ulumately depend upon the difierence between
revenue recagnised and bllings 1o date

Refer 1o note 22 for opening and closing balances of accrued
incorne Refer (o note 24 for opening and closing balances of
deferred ncome Revenue recognised duning the penoad from
changes in deferrea income was driven primanly by the release aof
revenue gver Lme from digital subscriptions

d. Contract costs

The Group capitahses mremental Losts 10 obtain contracts with
custamers where 12 s expected these costs will be recoverabile
Incremental costs to obtain contracts with customers are
considered those which would not have been incurred if the
contract had not been obtained For the Group, these costs relate
primanty 1o sales corpmesions The Group fias elecied o vse the
practical expedient as allowable by (FRS 15 whereby such costs will
ne expensed as incurrea where the expectea amortisauon period 1S
one year or less Where the amorusavon penod 's greater than ong
year. these costs are amortised over the contract term on a
syslemang basis consistent with the transfer of the underting
goods snd services within the contract 1o which these costs relate,
which will generally be on a rateable basis

The Group does not recognise any materal costs to fulfil contracts
with Custamers as these types of acovities are governed by other
arcaunung standards

There were no deferred coniract casts in 2027 or 2020

e. Remaining transaction price

The below (3ble depicts the remaining fransaction price on
unsatsfied or partally unsatished performance obhgauons from
cortracts with customers
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3. Revenue from contracts with customers continued

Allng res e lbone

Courseware

Products transferred at a point in ume
Producis and services transferrec over time
Assessments

Preducts transferred at a point in ume
Products zna services transferred aver time
Services

Products trensferred at a3 point .n time

Products and services transterred over ume —
subscriptions

rroducts and services transferred over ume -
other ohgong performance obligations

Alltiguses s ko

Courseware

Products transferred at & point in time
Products and services transferred over time
Assessments

Products transferred at a point in time
Products and services transferred over ume
Services

Proaucts transferred at a pont in tme

Products and services transferred aver Lime -
subscriptions

Products and servces transferced over ime -
olher ongong performance obligstions

Total

e - 2021
Tatal
ramalning
Deferred Committed transaction 2024
Sates income sales price 2022 2023 and later
634 1 - 1 1 - -
631 93 - 93 60 " 22
195 - - - - - -
1,164 255 442 697 503 191 3
36 - - - - - -
290 13 10 23 23 - -
478 24 220 244 244 - -
3,428 386 672 1,058 831 202 25
o 7777_7_ o 7_ _ Lid
Toral
rerg g
Diezfer Com mizd Lansacs or 2023
RETELY nLoms sales nrce e 2522 ond later
670 - - - - - -
B¢ iCh 14 19 84 14 21
148 - 1 1 - -
071 207 413 6530 426 203 1
44 - - - - - -
323 8 10 28 27 1 B
£45 18 195 213 213 - -
3.397 359 032 991 751 2138 22

Cemmitted sales amounts are equal 1o the transaction price from contracts with customers, exchuding those amounts previously recognised
as revenue ano amounts currently recognised in deferred incaome The total of commited sales and deferred income is equal to the
remaining transacucn price. Time bands stated above represent the expecred uming of when the remaining transaction price will be

recognised as revenLe.
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4. Operating expenses

A fgures w L e s
By function:
Cost of goods sold

Operating expenses

CistripJuon (osts

Selling, markating and product development costs
Administrative and orher expenses

Restructuring Costs

Other income

Total net operating expenses

Other net gains and losses

Tota)

2021 G0
1,747 1767
62 52
521 572
802 816
214 -
(37 (45)
1,562 1,400
(63) (178)
3246 2951

Other incorme ndudes freight Income and subilet ncome Included in admimistratye and other expenses are research and efficacy cos:s of
£72m {2020 £711m). Qther ner gains ana losses 11 2021 largely relate to the sale of Intorests in FIRE i South Africa and the school business
n Brazil In 2020, other net gains and josses largely reiate Lo the sale of the remarming nierest in Pearson Random House (£180m gany

i March 2021, the Group announced 3 major restructanng programeme te run m 2027, pnnapatly compnsing the reorgamsation of the
Groaup into five giobat business divisions and the stoplificavon of the Group’s propetiy portfoho The casts of ihis programrme bave been
excluded fram adjusted operatng profit 5o as 10 better pighlight the underlyng performance (see note 8) An arialysis of major restractunng

cosls are as follows:

AiEgures s rmiliors

By nature:

Product costs

Emplayes costs

irrpairment of non-current assets
Property and facilitres

Technology and communications
Professional and outsourced seraces

Total restructuring - operating expenses

145 -
i1 -

214 -
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4. Operating expenses continued

Al figares 1 f rilhons Nolss 2021

2000
By nature:
Royalues expensed 185 191
Other product costs 353 345
Employee benefit expense 5 1,365 1337
Contract Iabour 69 &7
Employee-related experse 21 30
Promotional costs 239 233
Depreciation and Impasirment of property, plant and equipment 0 241 125
Amorusaton and mpairment of Intangible assets - product development 20 279 780
Amortisatuon and imparment of Intangible assets - software 1 117 112
Amortisation and impairmert of Intangible assets - other 11 50 80
Property and ‘eulites 124 85
Technology snd communications 215 216
Prefessional and outsourced serwces 477 498
Orher general and administratve costs 58 71
Costs capizalsed (447) 1460y
Other net gans and losses (63) (178}
Otherincome 37 [45)
Total _ L 3,246 2,991
Dunng the year the Group obtained the following seraces from the Group's auditors, PwC:
H; g s o o o i 2o :
The audit of parent company and consulidated financaal sietemerits 5
The sudit of the company’s subsidianies 2
Total audit fees 7
Audit-related and other assurance services - -
Other non-audit services - -
Total other services - -
Total non-audit services _ - -
Total - 7 7
Reconcilistion between audit and nor-audit senvice fees 1s shown below
f:\llf\gure:rlimwlho‘wa - ) o ) o o1 oo
Group audit fees including fees for atiestation under secuon 404 of the Sarbanes-Oxley Act 7 7
Non-audir fees -
Total 7 7

Fees for attestalion under secuon 404 of the Sarbanes-Oxley Act are allocated between fees payable for the audis of consalidated ena

subsidiary accounts,
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5. Employee information

Ali Faures 1z rullions Nzes 2021

Employee benefit expense

Wwages and salaries (iIncluding termmauen coss) 1,180 1,152
Social secunty Losts o5 36
Share-based payment cosis 26 28 20
Reurement beriefits - defined contributon plans 25 37 47
Retirement benefits - defined berefit plans 25 25 13
Total e o o 1,365 1337

The detalls of the emalumenits of the Directars of Pearson plo are showrt Ik the repart on Direclors' remunerauorn.

Awgrege nat pes 2mployed 2021 o

Employee numbers

UK 3,395 3,304
Orher European countries 378 B36
Us 11,757 171,432
Canada 593 648
Asia Paofic 2,738 2812
Other countries 1.383 2,109
Total - 20,744 27,181

2020 ermployee nurnbers have been restated 10 be on a compsrable basis to the current year

6. Net finance costs

all - aures ¢ r mrlhor s ot 2021 320

Interest payable an finangial habilimes at amortsed cost and associated dervatves {41) 38}
Interest on lease hiabiltes {27) 141y
Nert foreign exchange losses ~ (2]
Derrsatives not In a hedge relatonship - {22)
Finance costs {68) (107
Interest recevanie on financial assets ot amortised cost 5 9

Interest on lease recewvables 6 9

Net fingnce ncome m respect of retirernent benefits 25 4 6

Fair vatue rerneasurement of disposat proceeds 6 26

Net foreigr exchange gans 1 -

Derwvatives notun & hedge relatonship 20

Finance intome 42 50

Net finance costs {26) 57
Analysed as:

Net inrerest payable refiecied in adjusted earrings (57 I8
Crher et fingnce incomae 31 4

Net finance costs (26) {57}

Net movement in the fair value of heages s further explained 11 note 16 Dernvalives rot in @ hedge relatiorship include fair value movemen:s
1~ the iInterest rate and cross-currency INterest rare swaps. For further informauonr on adjustea measures above, see note §
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7. Income tax

Smllons

Al R e s
Current tax

Charge 'nrespect of current year
AdjLstments in respect of prior years

Total current tax charge

Deferred tax

in respect of temporary differences

Other adjustments 0 respect of prior years
Total deferred tax credit/{charge)

Total tax credit/{charge)

Notes
(96} {18)
(12} 4
(108} (14]
a8 (28)
13 (2)
13 111 (30)
3 4)

The adjustments in respect of prior years in both 2021 and 2020 pnmarily arise from. rewsing the previous year's reported tax provisian 1o
refiect the tax returns subsequently filed. This results in a change between deferred and current tax as well 3s an absolute bencfit to the total
tax charge The tax on the Group's profit before tax differs from the theoreucal amount that would arise using the UK tax rate as follows

Al figures D ehors

Profit before Lax

Tax calculated at UK rate (2021 19%, 2020; 19%)
Effect of overseas tax rates

Cffect of UK rate change

Jointventure and associete Income reported net of tax
Intra-group “nancng benefit

Moverment in provisions for tax Lncertainties

Net expense ot subject (o tax

Gans and losses on sale of businesses rof subject to tax
Unrecognised tax losses

Benefit from changes i local tax law

Benefit from US accouning methaod changes
Adjustments in respect of pror years

Total tax credit/{charge)

UK

Overseas

Total tax credit/{charge)

Tax rate reftected in earnings

2021 2000

157 354
(30) {67)
(23) )

25 {5)
- 1
7 14
- 24
(9) {7}
4 21
6 {21)

11 -

11 -
1 2
3 £44)

27 23

(24) (67)
3 (14)

(1.8)% 12 5%

B <eyudgemenis

The application of tax legislation in relation to provisions for

uncertain lax positions,

Key areas of estmation

The level of provisions reguired in relation to uncertain tax

positions is complex and each matter is separately assessed.

The estimation of future settlement amounts is based on a
number of factors including the status of the unresolved

matter, clarity of legislation, range of possible outcomes and

the statute of limitations.
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Included in net expense not subject 1o tax are foreign taxes not
creditable, the tax impact of share-based payments and other
expenses not deducuble,

Factors which may affect future tax charges include changes in tax
legisiation, transfer pricng regulations, the level and mix of
profitabiity in different countries, and settlements with tax
authories.

The maovement in provisons for tax uncertamues primar:ly reflects
releases due ta the exprry of relevant statutes of hrmitauon,
settlernent of certain audits and the establishment of provistons for
new uncertain tax positions. The current tax liability of £125m
{2020 £84m}includes L104m (2020 L104m) of provisions for tax
uncertainties principelly in respect of several matters in the US, the
UK and China. The matters provided for include the allocation
between territones of proceeds of historical business disposals and
the potenual disallowance of intra-group recharges.



The Group 15 currently under audit in several countries, and the urming of any resolution of these sudits 1s uncertain. Of the balance of £104m,
£80m relates to 2017 and earlier. In mest countries, rax years up to and incuding 2017 are now statute harred from exanination by rax
authorities. Of the remaining balance, £3m relates 10 2018, £13m 1o 2019, £6m 10 2020 and £2m 10 2027 Il relevant enquiry windows pass
with no eudit, menagement helieves It1s reasonably possible that provision levels wilt reduce by an estimated £70m within the next 12
moriths However, the Lax authonties may wake a differentvew from managerment and the final Tiabilily may be greater tnan prowded.

Contingent liabilties relating tc tax are disclosed in note 34

The tax rete reflected in adjusted carnings is calculated as follows:

sl fgures v L ewllons 2021 2076
Profit before tax 157 354
Adjustments:

Cost of major restructunng 214 -
Other net gains and losses (63) (178)
Intangible charges 51 80
Other net finance income (31) &
Adjusted profit before tax 328 252
Total tax credws(charge) 3 {44y
Adjustments:

Tax benefit or cost of major restructiuring [En)] -
Tax charge on other net gains and iosses 14 3
Tax benefit on intarigible charges {(12) (22}
Tax charge on other net finance costs 6 4
lax amortsation benefi on goodwll and intangibles 8 24
Benefit from changes i local tax law n -
Tax benefit on Uk ax rate change (25) -
Adjusted tax charge (64) (35}
Tax rate refleced v adjusted carnings 19.5%  137%

For further information on adusied measures above, see noie B

The tax benefit/icharge) recogrised in other comprehensive income 15 as follows:

Al figures £ mllong

Net exchange differences on translauon of foreign operations 10 (13)

Fair value gain on other financial assets 3) (6}

Remeasurement of reprement bencfit cbligavons (61) 2
(54} {i7)
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8. Earnings per share

Basic

Easic earrings per share is calculated by dviging the profit or loss
attnibutable to equity sharcholders of the campany (earnings) by
the weighted average number of ordinary shares n issue guring the
year, excluding ordinary shares purthased by the cormpany and
hald as treazury shares.

Diluted

Diluled earnings per share is calculated by adjusting the weighied
average number of oréinary shares to take account of all dilutie
patential ordinary shares and adjusting the profit attributable,

if anplicable, to account for any tax consequences that might arise
fromr conversion of those shares A dilunonas not calculated for

2 loss

Allng res L roill ons 2021 200
Earnings for the year 160 310
Non-contrelling nterest M -
Earnings attributable to equity shareholders 159 310
Weaighted average number of skares {(millions) 754.1 7554
Effect of dilutve share options (millions) 5.0 -
Weighted average number of shares (millions) for diluted earnings 759.1 7554
Earnings per share (in pence per share)

Basic 21.1p A41.0p
Diluted L . 209p 41.0p
Adjusted Other net gains angd losses - These represent profits and losses

For aadinonal detailed information on the calculation of adjusted
measures, see pages 224-228 (Financial key performance
ndicaters). See note 2 for aetalls of specific items excluded from or
included :n adjusted operating profit in 2021 and 2020.

In order o show results from operating actvities on a consisient
basis, an adjusted earnings per share 1s presented. The Groug's
definilion of ad;usted earnings per share may not be comparable
with other simifarly utled measures reported by olner companies,

Adjusted earnings 1 a non-GAAP (non-statutory) financial measure
and s included as it1s a key inancial measure used by
managernent 1o evaluate the performance of the Group Tne
measure alsc enables investors 1o more easily, and consislently,
track the underlying operationz| performance of the Group and its
business segments over ume by separaung out those items of
ncame and expenditure relating tc acquisition and disposal
ransactions, major restructuring programmes and certain other
terns that are also not representative of underlying performance.

Adjusted earnings per share 1s calculated as adjusied earnings
divided by the weighted average number of shares 10 1ssue on an
undiluted basis. The follewing items are excluded from or included
in adjusted earnings

Cost of majar restructuning - In March 2027, the Group announced
3 restructunng programme, to run primarnly in 2021 The
programme includes the rearganisation of the Group into five
global business divisions and the simplificauon of the Group's
property portfolic The restructuning costsin 2027 of £214m mainly
relate 1o the impairment of nght-of-use property assets, the
write-down of product development assets and staff redundancies
The costs of this restruciuring programme are significant enough to
exclude from the adjusted operating profit measure so as to better
highlight the underlyng performance (see note 4),
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on :he sale of suksidiaries, joint ventures, associates and other
financial assets ang are exciuded from adjusted earnings as they
aistort the performance of the Group as reported or a statwtory
basis. Other net gains and losses also ncludes costs related to
business closures and acquisivons Other net gains in 2021 largely
relate 1o gains from the dispesal of PIHE and the K12 Sisternas
business n Brazil offset by costs relatec 1o the acquisition of
Faethm and the wind-down of certain straregic review DusIresses,
in 2020. they largely relale (o the sate of the remain.ng interest in
Penguin kRendum House (F180m gain). The tax charge of £14min
2021 (2020 £3m) relales Lo other gains and losses.

Intargible charges - These represent charges relaung to intangibles
acguired through business combinatons and intangibles relating to
associates. These charges are excluded as they reflect past
acquisition activity and do not necessarily reflect the currert year
performance of the Group. Intangible amortisation charges in 2021
were £57m, which included no impairment charges In 2020,
intangible charges were £80m ncluding iImpairment charges

of £12m.

Other net finance income/costs — These Include finance ¢osts in
respect of retirement benefits, finance costs relating to acguisiion
and disposal transactions and foreign exchange and other net gains
and losses. Net finance income relaung to retirement bencfits is
excluded as management does not believe that the consolidated
Income stgtement presentation under 1AS 159 reflects the economic
substance of the underlyang assets and lizbilities. Firance cost
associated with acquisition and disposal transactions are excluded
as these relate to future earn-outs or acguisilion expenses and are
not part of the underlying financing In 2021, and 2020, the fair
value remeasurement of disposal proceeds relates 1o the US K-12
disposal in 2019 Foreign exchange and other net gans and losses
are excluged as they represent short-term flucluations in market
value and are subyect to sigrrficant volatility. Other net gains and
losses may not be realised In due course as I is normally the
intention ra hold the related instruments to maturity. In 20217 end
2020, the foreign exchange gains and losses largely relate to foreign
exchange differences o unhedged intercompany loans and cash
and cash equivalents. Losses on derivatives not In a hedge
relationship represent the unreslised mark to market of long-term
interest rate hedges used to fix the interest rate of borrowings



Tax - Tax on the above nems is excluded from adjusted earnings Where relevant, the Group also excludes the benefit from recogrising
previously unrecognised pre-acouisiman ano tepnal losses. Tho Tex benefit from tax deduchole goodwall and imangibses 1s added 1o the
adjusted income tax charge as this benefit more accurately aligns the adiusted tax charge with the expected rate of cash tax payments. In
addmon, one off ems such 88 the tnpact of the UK tax rate thange and thanges in toal tax Jaw have been oxchuded

ton-controlling interest - Non-controling interest far the above nems s excluded from adjusted earnings

The foliowing tables reconcile the statutory income statement (o the adiusted income statement.

..
Other net
Statutory Cost of Other net finance Change Benefit fram Tax Adjusted
incorme major gains and Irtangiole incomes in UK tax thangein amortisation income
All figures in £ millions statement restructuring losses charges costs rate  lpcal tax law benefit  statement
Operaung profu 183 214 (63) 51 - ~ - - 385
Net finance ¢osis (26) - - - (31) - - - {57)
Profit before tax 157 214 (63) 51 {31) - - - 328
Income (ax 3 (47) 14 (12} 4] {25) {11) 8 (64)
Profit for the year 160 167 (49) 39 (25) {25) (11} 8 264
Non-contraling interest (1)} - - - - - - - n
Earnings 159 167 {49) 39 (25) {25) 11) 8 263
Weighted average number
of shares (millions} 754.1 7541
Weighted average number of shares
{milhons) for diluted earnings 759.1 758.1
Earnings per share {basic) 21.1p 34.9p
Earnings pef share (diluted) 20.9p ) ] 34.6p

SIar oy Josto Oirer ner Anlasted
LoT e Te|a” g4ns ad Cal ggn ngme

&)l tgures 17 £ rallices Selemipal o resl L lluntg lasses lael Lan [gws et SleleT et
Operating profit 417 - {178) 80 - - - - 312
Net finance cosis (57; - - - ) - - - e
Profit before tax 354 - {178} B0 (4} - - - 252
fncome Lax (44} - 3 (22) 4 - - 24 {35
Profit for the year 310 - (17%) 58 B - B 24 217
Non-controling interesrt - - - - - - - -
Earnings 310 - (175) 58 - - - 24 217
Werghted average number
of shares (millions) 755.4 755 4
weighted average number of shares
(mullions) for diluted earrings 755 4 T55 4
Earnings per share (basic) 41.0p 287p
Earnings per share (diluted) 41 0p 2870
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9. Dividends

Ml figures o T I 2021 2723
Fral pa«d ir respeci of prior year 73.5p (2020 13 5p) 102 m
Interm paid in respect of current year 6 3p (20200 5.0p) 47 45

149 146

Tne Directors ave proposing & final divioend in respect of the financal year ended 21 December 2021 of 14.2p per equity snare which will
absorb an estmared £107m of shareholders funds, Itwall be paid on 6 May 2022 to shareholders who are on the register of members on 25
March 2022, These financal statements do not reflect this diwvidend

10. Property, plant and equipment

REN-UT e dusers Owred assers
T ﬁmr_'q_r |

zraarc Plar i ano i and and Rla~tard e o rse of
Alfigarcsm i rllkans Sadirgs ecLIm2n’ pLildings ea e consctior oAl
Cost
AUT January 2020 460 23 300 325 36 1,144
Exchange differerces M) 2) {7y a1 (1} (32)
Addit ons 62 - 7 5 37 111
Disposals and retirernerits ("3 ) 23) {29} (1) (75)
Reclassifications and transfers - - 20 21 (50) 19)
Transfer ro assers classified as held for sale {59) - (m 3 - 63)
At 31 December 2020 439 12 296 308 21 1,076
Exchange differences - - 2 {3) - (N
Additiors 32 - 3 17 39 926
Disposals and retirements (3] (7 {100) (72) - {185)
Reclassifications and transfers - - 35 - {31) 4
Transfer to assets clsss.fied as held for sale - - (15) -~ - (15)
At 31 December 2021 465 5 226 250 29 975
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vendand
A cgires £ mlicns bTangs
Depreciation and impairment
At 1 )anuary 2020 {58)
Exchange differences 2z
Charge for the year (65)
Disposals and retrements 1
Reclassifications and transfers -
Imparrment of assets 1o be dassilied as held for sale (4)
Transfer 1o assets classified as held for sale 14
At 31 December 2020 oy
Exchange differences (h
Charge for the year {46}
Disposals and retrements 7
Redlassiflicatons and transfers _
Impairment (119)
Transfer 12 assets classified as held for sale -
At 31 Decemnber 2021 {269)
Carrying amounts
AL Jarusry 2020 402
AL3T December 2020 329
At 31 December2021 19

Key areas of esumaton

The recoverabiity of right-of-use assets and in particular
assumpiions related (o the ability 1o sublease vacant leased
assets in the future.

Deprecialion expense of £40m (2020 £44m) has been included in
the Income statement in cost of goods seid and £55m (2020: £81m)
In operaling expenses. The impairment charge of £146m (20207
Emily has beer inchuded vathin OpeTating expensas within the
NCOMEe SLATEMENt

Property, plant and eauipment assels are assessed for impairment
triggers arnually or when triggenng evenis occur In 2021, as part
of a major restructunng pragramme, the Group simphfied its
property portfalio reducing the averall affice space required All
property related assets were assessec for impairment as a resuk of
s triggering event and impairment charges of £1417m have been
recognisec within costs of major restructuring (see note 4 for
oetals) The recoverabilty of certam of the Group's nght-of-use
a3sels s now based on the Group's ahiity e sublease vacant space

Azt ne arcena
euInrent Doieirge
("a) {200}
1 6
3) {<5)
G 22
- (2)
9 (193)
1 (1)
(3) (16)
B 99
- (5)
- (22)
- 8
(5) (136)
7 100
3 97
- 90

Plen gmd
£2.0 prnont

1252
5

(3£
29

by

{199)

73
6%
51

Asgpisan
e cIrseg’

COnSIrLCnur

36

29

“otal
(526)

18
(125}

61
(4

{501)

{95)
183

(146)
(609)
618

515
366

Thisinvolves the use of assumpusons related o future supleases
including the achievable rent, lease start ¢dates. Jease ncentives
sdch as rent free periods and the disceunt rate applied Shoutd the
future sublease outcomes e mare or fess favourabie than the
255UMpLons wsed by management this could result in addimonal
mMBaIrment (harges or reversals of Impeirment charges

Where there s vacant space in the nght-of-use-gssers the Group
estumates thart 3 1% ncrease/decresse in the discount rate Lsed
would reduce/increase the recoverable value of the nghr-of-use

assets by £10m In addiwon, tne Group esumates that 3 three

marth reduction/increase :n the ref subier income (which could
arise from ¢ranges to the achievable rent, lease iIncentives or sublet
start datesy would redace/increase (he recoverable value of 1the
rgnt-cf-use assets by £6m
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Financial statements

Notes to the consolidated linancial statements continued

11. Intangible assets

Acrred

casiomer lisls, Arqurad AcgLeed Cr o
raderrerks pplishiog g bles

Al figarosin e mllors Coaewl Saftware relsarshics 37 Dal Us Tgris i o] o
Cusl
At 1 January 2020 2139 1,039 793 238 WE] 413 480"
Exchange differences {45) (24} 125) {19) 2) (48) {163)
Adcitions - internat development - 30 - - - - 80
Adaitiors - purchased - 1 - - - - 1
Disposals and retirements B (a) {(17) 121} {80) {16) (1403
Transfers - 14 - - - - 14
At 31 Decemnber 2020 2,094 1,104 751 198 97 349 4,593
Exchange differences 8 5 4 (2) - (2) 13
Additons - :nternal development - 110 - - - - 110
Additions - purchased - 2 - - - - 2
Disposals ana retirements - (135) - {25) - (43) (203)
Acquisinion of subsidhary 43 - - - - 27 70
Disposal of subsid ary - - {14) 3) - {10} 27N
Transfers - 1 - - - - 1
At 31 December 2021 2,145 1,087 741 168 97 321 4559

cusiomie” iste, Acaared Othar

carracts and wracemiarks Mo ginles
sl fgurcs i f milinns Gonawll SO € relauon st zri2 brands cqudres Tozal
Amortisation and impairment
At 1 January 2620 - (588) {588) (178) 11760) (371) (1.5201)
Exchange dfferences - 18 23 13 2 46 102
Charge for the year ~ (112} (44 (14) {2 (8) (180
Impairment charge - - (2 - - (10 (*2)
Disposals - 6 7 21 &1 15 140
At 31 December 2020 - (676) (594) (158) (95) {328) (1.851)
Exchange differences - {5) (4) 1 {1} 4 (5}
Charge for the year - (113) (34) (8) - (8} (163)
Impairment charge - (4) - - - - (4)
Drspasals and retirerments - 135 - 25 - 43 203
Disposal of subsidiary - - 12 2 - 10 24
Transfers - 6 - - - - ]
At 31 December 2021 - (657) (620) (138) {96) (279) (1,790)
Carrying amounts
AL T January 2020 2,139 451 205 &0 3 42 2.900
AL 31 Decemier 2020 2,094 428 157 40 2 21 2,742
At 31 December 2021 2,145 430 121 30 1 42 2,769
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Goodwill

The goodwill carrying value of £2.1£5m (2020 £2,094m) relates 10
acquisitions completed after 1 January 1998 Priar to 1 January
1998, sl goodwll was written off 1o reserves on the date of
acauisition, For acquisitions completed between 1 Janvary 1998
and 31 December 2002, no value was ascribed o mtangibles other
than geodwill which was amortised over a period of up to 20 years,
On adapuon of IFRS on 1 January 2003, the Graup chose not 1o
resiaie the goodwilt balance and at that date the balarte was
frozen (e, amorusaton ceased). If goodwill had been restated, then
a significant value would have been ascribed to other ntangble
assets, which would be subject Lo amorusation, and the carrying
value of goodwill would be sigrificantly lower For acguisinons
completed after 1 January 2003, vatue has been ascribed 1o olher
intangitle assets which are amorvsed

Software and acquired intangible assets

Acquired intangible assets are valued separately for each
acquisition and the primary merhoa of valuation used s the
discountad cash fow method The majorty of acquired intangibles
are amortised using an amortsation profile based on the projected
cash flows underiying the scquisimon date valuation of the
ntangible asset, which generally results in 2 larger proporticn of
amorusaton being recogrised in the early years of the asset’s life.
The Group keeps the expected patern of consurmpiion under
review, Other intangibles acguired includes technology.

Amortisation of £25m (2020 £22m) s included 1in the income
staternent In cost of goods sold and £138m (2020: £158m) 10
operatng expenses Impairment charges of £4m (2020 £12m) are
ochuded in aperanng oxpenses wiehun the ncame stacement, of
which £4m (2020 L)) relates wo software, £nil (2020 £2m] relates
e custormer bsts, contracts and relationstups, and £l (2020 £10m)
to other intangibles acquired.

The range of useful efonormd ves for 2ath maor dass of Ntangible asset (excluting goodwil and software) s shown below,

Class of intangihle asset
Actjuired customer bsts, contracts and relationships
Acguired trademarks and birands
Acquired publishing nghts
Crher intangibles acquired

Useful economic life

The expected amortisation profile of scquired intgngible assets is shown below:

Al Tguies. £ muflior s

Class of intangible asset
Acguired custorer lists, contracts and relationships
Acquired trademarks ana brands
Acquired publishing rights

Other intangibles acquireg

3-20years
2-20 years
5-20years
. Z20years
™
© onew  sww
five years ten years Total
92 29 121
24 6 30
1 - 1
27 15 42
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Financial statements

Notes to the consolidated financial slalements continued

11. Intangible assets continued

Impairment tests for cash-generating units (CGUs) containing goodwill

imparrment tests kave been carried out where appropriate a5 described below. Goodwill was allccated to CGUs, or an aggregation of LGUs,
where goodwll could not be reasonaoly allocated o mdividual business units. CGUs have been revised it 20271 IMPaIrment reviews were
conducted on these revised CGUs a3 summarnisec below.

2021 CGQUs

- T S T T T
Al hgures " mllors Goodwill
Assessment & Qualfications 1,198
Virtual Learring 385
English Language Learning 153
Workforce Skills 223
Higher Education 68
Strategic Review (Includes the separate CGUs of Ching, India, South Africa, Canada and Other Strategic Review) 108
Total L s 2,145
2020 CGUs

T - ) T T
Miigores mz mlloes Googail
North American Coursewsre -
OPM 18
virtual Schocls 374
Assessments 1,007
Internatanal (includes the separate CGUs of Brazil, Chinz, India and South, Africa) 700
Total 2034

Googwillis tested at least arnually for iImpairment. The recoverable amount of each aggregated LU 1s based on the higher of vatue in use
and fair value less costs of disposal. The value 1n use was higher than the farr value less costs of dsposal i each of the CGUs. Other than
goodwill there are no inlangible assets with indefinite Ives. No impairments of gocdwill were recorged in 2021 or 2020, 17 2020, imparrment
charges of £12m were recoghised n relation to acquired intangibles.

178 | Pearson plc | Annual report and accounts 2021



B <oy judgemernts

The aliocation of goodwill ta the cash-generating units and
groups of cash-generating units.

B8 Key areas of esumation

The recoverability of goodwill balances. Key assumptions
used in goodwill impairment testing are discount rates,
perpeluity growth rates, forecast sales growth rates and
forecast operating profis.

Determination of CGUs and reallacation of goodwill
Pearsan identfies its CGUS hased an s operating model and how
data Is collected and reviewed for management reporting and
strategic planning purposes in accordance with 1AS 36 ‘Impairment
of Asseis” In 2021, the CGUs and aggregatons ot CGUs were
revised (¢ take Info accaurt the announcement and
implementation of a new strategy including five new business
gvisions and a strategic review division., The newty creared CGUs
and CGU aggregations reflect the level at which goodwllis
monitored by managament

Goodwil has been reallocared to the new CGUs and aggregations
of CGUs The majority of the goodwill balances have been directly
mapped frarm one previous CGU (or CGU aggregation) o one newly
created CGU for CGU aggregaton) Where it was not possible (o
directly map the goodwll it hes been realiocated using & relative
value method. The key area where the relative value methad has
been used is for the goodwill related ta the previous Internatonal
CGU aggregauon which has been reallocated across the newly
created CGU aggregatons where applicable.

Key assumptions

For the purpose of esumating the vailue 1n use of the CGUS
managemert has used an intome approach based on present
value techmiques The Calculations use cash flow projecuons
based on financial budgets approved by management caverng 3
five-year period

The key assumpoons used by Management m the valus in use
calculations were

Discount rates - The discount rate 1s hased on the nsk-free rate
for government ponds, adjusied for a nisk premiur to reflect the
increased risk in nvesung 'n equities, The risk premium adjustment
1s assessed for each CGU Where CGUs cover mubiple territories,
blended inputs are used. The average pre-lax discount rates range
from 8.9% 10 17 1% (2020 pre-tax 9.2% to 17.2%) Discount rates
are generally lower for those busnesses which operaie In more
mature markels with iow inflation and generafly higher for those
operating \n emerging markels wath higher inflatar,

Perpetuity growth rates - The perpeluny growth rates are basea
cninflatton trends A perpetity growth rate of 2% (2020, 2%) was
used for cash flows subsequent to the approved budget periad for
CGUs operating primarly in mature markets. This perpetuity growth
rale 1S a conservalive rale and Is considered o e lower than the
Iong-term tastonca! growth rates of the underlymg terrmones in
which the CGU operates and (the long-erm growth rate prospecis
of the sectorsin whuch the CGU aperates. TG growth rates
between 2 0% to 50% (20207 7 2% 10 4.5%] ware used for cash
flows subsequent to the approved budger period for CGUs
operating in emerging markets with higher inflation. These growth
rates are also generally below the long-term historical growih rates
in these markets.

The key assumptians used by management in seting the financial
budgets were as follaws:

Forecast sales growth rates - Forecast sales growth rates are
hased on past experience adjusted tor the strategic direction and
near-1erm Irestment priorities within escn COU Key assumpuions
nclude contimued growth in Mirtual Learming, post COVID-19
recovery (in Assessrment & Qualificauons ana English Language
Learming growth drven by recent acquisitions in Workforce Skilis,
and cngeoing pressuresin Higher Education parually offset by
recapture of rhe secondary market. The sales forecasts use average
riominal growth rates of low-mid singie digits for mature businesses
In marure markets, mid-high single digits for emerging businesses
In mature markets, low-nigh single digits for mature businesses in
emerging markers, and low double digits for Workforce Skills where
there i sigrificant organic invesiment and iNorganic investrment
relared 1o the acguisition of Faethm

Operating profits - Operaung profits are forecsst basea cn
Instarical experence of operating margins, adjusted for the irnpact
of changes (o product costs, commitied restructuning plans,
strategl develDRMeNTs anu New DUSINEss [ases (o the extent they
have been formally approved prior 1o the halance sheet aate,
Management applies ludgement in allocating corparare cosis on 3
reasonable and consistent basis iIn order (o aetermine operaung
profir at a CGU level. Forecasts generally assume a return to
normahty from 2022 onwards fallowing the COVID-19 pandemic.
Management have considerad the impact of cimate change nisks
{including physical and ransition risks and the costs associaled with
acheving the Group's net zero cornmitment) and are sansfied that
any related cosis will Aot matenally iImpact the Group's profi
farccasts o mparment judgements at 31 December 2021,
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Nates to the consolidated financial stalements continued

11. Intangible assets continued
The table below shows the key assumnptions usec by management in the value in use calculatons

(AN E
Assessment & Qualfications 11.2% 2.0%
Virtual Learring 10.9% 2.0%
Erglsk Languege Learning 9.1% 3.0%
Workforce Skills 8.9% 2.0%
thigher Cducation 11.1% 2.0%

89-17.1% 2.0-50%

sensitivities
Impairment tesung for the vear ended 31 December 2021 has shown none of the CGUs, or groups of CGUs, as peing sensitive 1o reasonably
nossible charges in key assumptions, including those relared ro cimare change.

The assets helc in the Strategic Review CGUs are subgect to a possible disposal process Gwven the stege of the process the related assets
nave not peen classified as held for sale at 31 December 2021 Valuation estimares obtained as part of this process were usec by
management 10 delermine a fair value less costs (o dispose valuauan, This farr value less coste to dispose valuation resulis :n a lower
hesdroom position than the value N use method, huwever, it does not indicate iImpairment 10 any of the Strateg.« Review CGUs

12. Investments in joint ventures and associates
The amounts recognised in Lthe balance sheet are as follows

Eltiguresia D mithans 2021

Ass0CIales 24 3]
Total 24 &}

The éamounts recognised in the .ncome statement are as follows:

Al frgness i L b ors 2021 v

ASSOGEIDS 1 5
Total 1 5

The Group has no material associates or joint ventures,

In 2021, the Group acquired two associates The largest of these 1s a 40% interest m the Academy of Pop (AQP) that was entered inio on 31
August 2027, and had a year end carnyng amouni of £10m, of which £7m was sull o be paid as at 31 December 2027 {see note 36) AQF is
incorporated in Delaware and ts 3 Limited Liability Company It was set up wath XIX Entertainment 1o create a new entertainment driven
perfarming arts learning platform, which will offer coaching from rerowned instructors, with a combination of physical locauons and online
learning

The Group's 25% interest 1N Penguin Random House was disposed of in Aprl 2020 (see note 31). Funds loaned to Penguin Random House
were repaid at the point of disposal. Prior 1o the completon of the sale of Penguin Random House, the Group received dividends of £1m
from Penguin Random House.

Tnere were no other material ransacuons with associates or joint ventures during 2021 or 2020,
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13. Deferred income tax

Allfigures o £ ikons 2021
Deferred incorme tax assets 57
Deferred ncome Lax liabihies {40} {62)
Net deferred inggﬂe_@iggeﬁ(liabille_________Vyi e 17 (30)

Substannially all of the deferred income tax assels are expected ro be recovered after mare than one year

Deferrad income tax assets and lailities shall be aifset when there 1s a legally enforceable nght to offset curreni ncome (ax assets with
currentincorne tax hatilities and where the deferred income tsxes relate ta the sarme fiscal authernty. At 31 December 2077, the Graug has
gross (ax losses for which no deferred tax assel s recognised of £166m (2020- L166m) i respect of UK losses, £397m (2020; £268m) in
respect of US losses ana approximately £ 164m {2020: £300m] in respect of losses in other territones The UK losses ere capital iosses which
cart be carmed forward indefinitely. The US losses relate Lo federal and stale taxes. Federal iax losses can be carried forward indefinitely,
Certain state tax losses May have exprry periods between one and 20 years.

In the UK March Buoger 2021, the Government announced that irom 1 April 2023 the UK carporation 1ax rate wilt ncrease 1o 25%, and this
wias subsiantvely enacted on 24 May 2021, UK deferred tax balances nave been remeasured at the enatied rate The UK corporabic tax
rare increase has resulied i anincrease ot £27m 0 the UK deferred tax hability assotiated wark the UK Group pension plan asset positon,
which has been recognised in other comprehensive income The LK corparation tax rate change 1s benefical o the Group's statutary 1ax rate
as |t Increases the valie of cerrain UK tax artribures of the Group, such as tax losses.

Orher gross deducuible temporary differences tor which no deferred tax asset 1s recognised total £22m (2020: £56m). The amount of
temporary differences associated with subsidianes for which no deferred tax has been prowided 1s not material

Deferred income tax assets of £19m (2020 £20m) have been recognised in countnes that reporied a tax 10ss in erher the carrent or
preceding year. Trus primarly anses in Brazd i respect of tax dedurtble goodwill and tax tasses [t1s considered maore hkely than not that
there will be sufficient Tuture taxable profs to realise these assets

The recogni.en of the deferred income tax assets is supported by management's forecasts of the future profitabibty of the relevant countries.
In some cases deferred income tax assers are forecest 1o be recuvercd through taxable profits over a period that excecds five years
Management consider these forecasts are suflicently reliable 10 support ke recovery of the assets Where there are insufficient forecas:s of
future profits, deferred income tax assets have not been recogrised.

The movernent. in deferred income rax assets and haiyliues dunrg the year 1s as follows.

Reremert
benetn Trter e Intercst

AllYguras n 2 eailhgrs aohgat ong reserac Irrest ors Jrner e
Deferred income tax assets/
(liabilities)
ALT January 2020 49 34 (38} 41 {199} 57 27 i
Euchange diferences 2 3) ) {2) 2 (& 2) (&
Income statement {chargeybenefi {44 4 {12) 2] 12 23 5 (30)
Tax beneht/charge) n other
comprenensive Ncome - - 2 - - - {5) 2
At 31 December 2020 47 35 {49) 45 {209) 76 25 {30)
Exchange differences - m - - {2} - 2 {1
Acquisition of subsidiaries 1 - - - 4 - - 5
Income statemen: benefit/(charge) 34 30 2 7 29 21) 30 111
Tax charge in other
comprehensive income - - ®n - - - ! (68}
At 31 December 2021 82 64 {108) 52 {178) 55 50 17

Other geferred Income tax tems incluge temparary differences o respect of share-baced payments, deprecanon and royalty sdvances

As ar 21 Decernber 2021, no deferred :ncome 1ax asseis Or habilinies were ¢lassifieq &5 held far sale (2020 £nil).
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Notes to the consolidated financial statementls continued

14. Classification of financial instruments
Tne accountng classiicanion of each class of the Group's financial assets, and their carrying values, 1s as {oliows

2021 2000

_Amurtised T o A enised
B o Fair value ___ cost S Fawwalae oot
rairvalue  Fait value roudlae
through other through  Fairvalue Total throwga 2iker Fe vl ]
comprehensive  profitand - hedging Finanaal carrying  camprchensige R hedgry LAYINg
A1 fgeres i Z mithos RYoR S income loss  instrument assets value DT loss rstrLmen: aaloe
Investments in
unhisted securities i5 113 - - - 113 138 - - - 138
Cash and cash
cguivalents 17 - 84 - 853 937 - 3 - 1,004 1.087
Dermvative financial
NSrurmnents 16 - - 32 - 32 - 2 &1 - 63
Trade recevables 22 - - - 854 854 - - - 203 3C3
Investment In finance
lease recervable 22 - - - 115 115 B - - 130 130
Other receivable - 87 - - 87 - 86 - - 96
Total financial
assels ) 113 17 32 1822 2138 138 =l 61 1,237 2327

The carrying value of the Group's financial assets 1s equal 10, or approximarely equal to, the market value. The other recelvabie relates 1o the
recer/able which arose on the disposat of the US K-12 business and I1s included in cutrrent other recevables in nate 22

Tre accounting classification of each class of the Group's financial habiliues, tagether with their carrying values and market values, 's as
follows:

_ N 202“! - o o . 2327\;4
Amortised
- _Fa_lrvalue B 77c5§7 - Fair \nlui
Fair value Raruane
thraugh Faw value Other Total Total through an walue Oik-er To.al Tow
profit and - hedging finanzial carrymng market prOT AT . iranzol Larryrg rarket
allfigores 1 2 nn lons NoTes loss tnstrument liabilities value value lss hab hoies, value vale
Dervative financial
INsLrurments 16 (12) (22) - (34} (34} (30} 22 - (52) (52)
Trade payables 24 - - (351) (351} {351} - - (340} (340) (340}
Bark loans and
overdrafts 18 - - - - - - - (3} (3) (31
Other borrowings due
within one year 18 - - {155) (15%) [155) - B (251) 221} [249)
Borrowings due after
more than one year 18 - - (1,245) {1,245} (1,276} - - {1,397y  (1.337y  (1,451)
Total financial
liabilities (1;) {22) (1,751) (1,785) (1,816) (30% 22 (1,991)  (2,043) (2,095)

The market value of leases has been stated at book value.

Fair value measurement

As shown above, the Group's derivative assets and labilities, unlisted securities and markerable securities are held at fair value Financial
mnstruments that are measured subsequently (o imtial recognition at fair value are grouped into levels 1 to 3, based on the degree to which
the fair value is observatile, as foliows:

Level 1 far value measurements are those derived from unadjusted quoted prices in acuve markets for identical assets or habilities.

Level 2 fair value measurements are (those derived from inputs, other than quoled prices included within ievel 1, that are observable for the
asset or hability, either directly {as prices) or indirectly {derved frarn prices).

Level 3 fair value measuremnents are those derived from valuation technigues that include inputs for the asset or liability that are not based
on observable market datz (unobservable iNpUts).
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Tne Group's bonds valued at £767m (2020, £365m) and money markel funds of £84m {2020, £93m) included within cash and cash
equivalents are classified as fevel 1. The Group's denvative assets valued at £32m (2020; £63m) and dervanve labiliies valued at £34m: {2020
£52m) ore classified as level 2 The Group's investments in unbsted securiues are valued at £173m (2020 £138my) and the other recevable 1
valued ar £87m (2020 £96m); boch are dlassified as level 3

The following table analyses the moverments i level 3 fair value remeasurements'

2021 ol

T |I'ITES(_IT|ETE T T
Other in unfisted

All T guras £ millors receivahle securities Tatal Teral

At beginning of year 96 138 234 304
Exchange differences 1 1 2 i1y

Acguisition of imvestrnents and other recenvable - 4 4 5
Disposal of investments and other payables {16} (54) (70) (108)
Farr value movernents & 24 30 AD
atendofyear 8 W3 __ 200 234

The fair value of the investmenis in unlisted secunves rs determined by reference o the finandial periormance of the underlying asset,
recent funding rounds and amounts reabsed on the sale of similar assets

On mitial recognition, the fair value of the other receivable, which arose on the disposal of the US K-12 husifiess. was determined using
present wvalue techniques whereby the expected value of future cash flows was discounied using a rate which 15 representatve of the
creditworthiness of the US K-12 business During the year, the Graup rerelved £16m as a partal repayment, with the remaining amounts
reclassified as a current asset. The recenable was repaic in January 2022 (see note 37)

15. Other financiai assets

Al figures © 4L lons 2021 S0
Al beginning of year 138 122
Exchange dfferences 1 (4)
ACQUISILION oF INvesiments 4 6
Disposal of investments {54) _
Fair vatue movements 24 14
113 138

At end of year
Other finanaal assets are unlisted secunties of £173m (2020 £138m) that are ciassified ar fair value through other comprehensive income
(FYOCN The assets, which are not held for trading, relate to the Group's interests In new ang mnovatre educalional veniures scross the
world These are strategic iInvestrnents and the Group tonsiders the ciassification as FYOUC 1o be more relevant None of the investments are
indwadually sigrificant 1o the financisl statements and therefore sensiraties have not been proviaed.

16. Derivative financial instruments and hedge accounting
The Group's approach (o the management of financal nsks s set out in note 19 The Group's nuistanding derivative inancal insiruments are
as follows:

2021 it
Grosmonanal  Gemeovea
allfgures nimllicrs amaouits Assets Liabilities amcur i Assets Luabil Tes
Interest rate dernvathves ~ in a far value hedge relanonsh.p 168 5 ~ 354 12 -
Interast rate derwaives - not in a hedge relationship 217 - (9) 550 - 27}
Cross-currency rate derivatives - in @ hedge relationsnip 331 24 (21) 516 44 20}
£X derrvatves - in a hedge relatonship 237 3 (U] 93 5 2}
£X derivauves - not in 2 hedge relationship 193 - {3) 361 2 {3}
Total 1,146 32 (34) 1,974 £3 {57}
Analysed as expiring:
In less than one year 393 2 (4) 1,238 8 [12)
Later than ane year and not later thar five years 679 30 (26) 663 45 (32)
1_ater than five years 74 - (4) 73 - {8)
Total 1.146 32 (34} 1,974 63 52}
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Notes Lo Lhe consolidated financial statements continted

16. Derivative financial instruments and hedge

accounting continued

Tne Group's treasury polives cnly allow aerwatives 1o be traded
where the objecuve 1s risk mitigation. These are then cesignated for
nedge accounting using the followng crizeria

- Where Irterest rate and A oss-Lur ey Interest rate swapes are
used to convert fixed rate debt to floating ana we expect to
recewe inflows egual to the fixed rate debt interest, these are
classified as fair value hedges

- Where dervatives are used 1o create a future foreign currency
llability to provide prolecuon against currency movements
sffecting the valuztion of an overseas investment. these are
des:gnaled as a net .nvesument hedge

- If the dervative and the underlying hedged exposure would
normally be revalued through the income statement and
vallation changes arc expected to be perfectly or rear perfectly
egual and opposite, these will not be classified in a hedge
relationship.

The Greup's fixed rate USD debt is held as fixed rate instruments at
amortised cost

At 21 December 2021, £173m of the Groups fixed ratc curo debt is
converted 10 a loalng rale exposure using interest rate and
Cross-currency swaps, The Grodp receives Intorest Lnder (s euro
debt related swap contracts to match the interest of 1 275% on s
curo 2025 notes and, i turn, pays a floatmg USD UBOR+ & spread
of * 36%

USD interest rate swaps arc subscguently used to fix an element of
the interest charge The all-in rates {iIncluding tne spread shove
IBOR) that the Group pays is crca 3 6% In addiion 1o this, the
Group has executed additional interest rate swaps o offsel the
fiating rate borrowings paying circa 2%. At 31 December 2021, the
Group had interest rate swap contracts o Iix £217m of debt and a
further £590m of outstanding fixed ratc bonds, bringing the total
fixed rate debt 1o £807m These fixed interest rate dernvatives are
not designated in hedging relatonships Additionally, the Group
uses FX derivatives including forwards, collars and cross-currency
swaps 1o create synthetc USD debt as 3 hedge of its USD assceis
and 1o achieve certaimty of USD currency conversron rates, In ine
with the Group's FX hedging pohicy. Outstanding contracts as at 31
Decemper 2027 were neld at an average GBP:USD rate of 1.46. The
Group also uses FX dervatives [o treate syntheuc BRL debtas a
hedge of BRL assets, these are held aL an average GBF-BRL rate of
771 These dervatives are in designated ret investment hedging
relationships The weighted average rate achieved for the bonds in
3 net investment hedge relationship was GBP:USD 1.5 for the USD
bonds and EUR:GBP 0.86 for the euro bonds Outstanding
CONTracts on the cross-currency swaps at 31 December 2027 were
held at ar average EUR.GBP rate of 0.72. These dervatives are in
designated fair value hedging relationships.
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The Group's portfolio of rate dervalives 1s diversified By matunity,
counterparty and type. Natural offsets between transact.ons
within the porifolio and the designation of certain dervauves as
hedges signifieantly reduce the risk of income statement volatlity.
The sensitvity of the portfolio Lo changes in market rates 15 ser out
nnote 19

Fair value hedges
The Group uses interest rate swaps anNg Cross-CUrrency Swaps as
falr value hedges of tne Group's euru issued debr

Interest rate exposure arises from movements in the fair vaiue of
the Group's euro dehrt attributable to movernents in euro iNterest
rates The hedged nisk s the cthange in the eura bonds fair value
altnbutable (o mterest rate movements. The hedged items are the
Graup's euro bonds which are issyed at s fxed rate The hedging
instrurments are fixed to floaurg eurc interest rate swaps where the
Group recewves fixed interest payments and pays three-month
Euribor

As the criucal terms of the interest rate swaps match the bonds,
there is an expectation that the value of the hedging instrument
and the value of the hedged item will move in the opoosite
direction as a result of movements inthe zero coupen Euribor
curve. The hedge ratio Is therefore expecred to be 100%. Potennal
sources of hedge ineffectveness are a reduct.on or madificanon in
the hedged item or a material change in the credit sk of swap
counterparues.

A foreign currency exposure arises rom foreign exchange
fluctuations on translation of the Group's euro debt nto GBP The
hedged rnisk s the risk of changes i the GBPELUR spot rate that will
resuflin changes in ihe value of the eurc debtl when translated into
GBP. The hedged itcms are & poruon of the Group's euro bonds
The hedging instruments are floating to floatng cross currency
swaps which mitigates an exposure to the effect of euro
strengthening against GBP within the hedge item.

As the crticz] terms of the cross-currency swap match the bonds,
there Is ar. expectanion that the value of the hedging insrrument
and ihe value of the hedged iterm move 1N the opposite direction

as a result of movements inthe ELIR GBP exchange rate. The hedge
ratiois 100% Potenual sources of hedge ineffectiveness are a
reduction ar modificatior in the hedged item or a material change
In the credit nisk of swap counterparties.

The Group held the following imstruments (o hedge exposurcs to
changes im interest rates and lorergr currency risk associated
with borrowings:



ssed o cerer~ing Somral amoart: o

Al'faures o £ mlinrs bedoe nefetuer ess hindging riair i enis
Dervauve financial instruments for interest rate risk 5 (5) 168
Derwvatve finangial instruments for currency risk 24 {20) 168

ELEEL

=
Jsed Lo delgr ming fomiralarmeants o)
All fipures m £ mllons Fedie neffectivenzss “edEINg INsraments
Derwatve finanoal nstrurments for nterest rate nisk 12 - 354
Dervative financial instrurments for currency risk 44 19 354

The amounts &t the reporting date relaung Lo 'lems designated as hedge itemrs were as Tfoliows:

ACIum dlaren 2moan o
ian watue reCy
sd wstments on the

e rer inproff oo loss

Cerrpnig hedrec ncluded - “esge wat rrluces Feoge
All figeres = L ealhors e e LT e EMIG LG refertuenesy GETACH NG
Interest rate risk
Financal lablites - barrowings (173) {4) 5 -~ n/a
Currency risk
Financial habilities - borrowings 20 - n/a

ac, J8:

2 RS ISl s T
e hefged rors redges e s Lome rerm i profit o |2ss
Cayma arou o oncliaed rooee care g duiermre neage —ege L. 0ol.aes neage
allfgures r 2 illors fledpea et ELtepiid e orety relRlln resy cefecl Ly eness
Interest rate risk
Financiel iabilities — borrowngs (367) (9} - - ~/a
Currency risk
Financial iab:ities - borrowings (367) n/a (19) - n/a

Hedge of net investment in a foreign operation

Aforeign currency exposure anses from the translanon of the Group's net invesiments 1n 1te subsidianes wh.ch have USD, EUR and BRL
funcuanal currencies The hedaged nsk s the nsk of changes in the GBPUSD, GEPEUR and GBPBRL spot rates that vall result in changes in the
value of the Group's net :nvestment in its USD, EUR and BRL assets wnen transiared mio GBP The hecged iterns are a pornon of the Group's
assets which are aenominated in USD. EUR and BRL The hedging instruments are debt and derwvarve financal nsiriments, ingludng
cross-currency swaps, FX forwards (ncluding non-celiverable forwards) ana FX collars, wrich mitigares an expesure 1o the effect of 2
weakenirg JSD, EUR or BRL on the hedged iterm against GBP

It :5 expected that the change in value of each of these items wall mirror eacn other 55 tere s & clear and direct economic relavorship
between the redging nstrument ana the hedged itemn N the hedge refationship

Hedge ineffectiveness would anse if the value of the hedged tems fell below the value of the hedging instruments, however, this s unlikely
25 the value of the Group's assets denominaled Ir USD, EUR and BRL is significanily greater than the proposed net Investment pragrammea
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16. Derivative financial instruments and hedge accounting continued
The amounts relatad to items designated as hedgirg instruments were as foliows

Tarryng, v3lae o1 hezg g Mo sl

AURNICL S TSN L L0 Ar ety

Pedpie g determire Leage athedgrg

A hg e L milors TN, o5 T nefect serens 1T T

Dervative financal nstruments (19) (2) (400)
Finanaal isbilines - borrowings - (240} 4 (240) 4 -

Crange r

carrang salue ot henarg MNem ral —ozTny,

AMGArt ot rRTMIeT LECT T ElagaTVIN O Farsdlosses

bedgng aeler e nedge s'beogimg aerognsenin

Allfigaresin fardlor s sl _Imenis meflect jeress S IMents o7
Dervative financial mstrumerts {17) 3 (355) 3 -
Financial labilities - borrowings (246} 1 {246) 1 -

In addinion to the above, £9m {2020 £15™) of hedging gains were recognised n OCHin relatior to denvative fingnaal instruments that
matured during the year In 2020. £ 14m of losses accumulated in tne translation reserve are reclassified to the income stalement as a resuit
of the disposal of Penguini Renaore House Included i the translation reserve s 4 cost of hedging reserve relaung to the time value of FX
collars which s rot separately disclosed due to materiality The value of that reserve will decrease ower the life ¢ the nedge transaction The
balance as at 1 January and 31 Decermber 2021 was £1m

Offsetting arrangements with derivative counterparties
All of the Group's derivauve (inancial instruments are subject to enforceable netting arrangements with individual counterpartes, allowing net
sertlerment i the event of default of either narty. Dervative financzl assets and liabilities subject to offsetting arangernents are as follows:

o 2021 o
Gross Gross Net derivative Gross LSRG TVE
dervative derivative assets/ e vatve duzelss
AflfiguresinZ mllors assets liabilities {iabilities [Elall A{ES Labili s
Counterparties in ar: asset position 17 (12) 5 (10) 25
Counterparues ir g hability posiuon 15 (22} 7) 28 42 (14}
Total as presented in the balance sheet 32 (34) {2) 63 (52) 11

All of the Group's dervative financial iInstrumentts are subject to enforceable netting arrangements with individual counterparties, allowing net
settlernent in the event of default of either party. Offsel arrangements 'n respect of cash balances are described innote 17,

Counterparty exposure frorn all derwatives 1s managed, together with that from deposits and bank account balances, within credit imits that
reflect published credit catings and by reference 1o other market measures (e.g market prices for credit default swaps) 1o ensure that there is
no significant exposure [o ary one counterparty’s credit risk.

The Group has no material embedded dernvatives that are required 1o be separaiely accounted for in accordance with IFRS 9 ‘Financial
Instruments’,

17. Cash and cash equivalents (excluding overdrafts)

Allfiz_res i £ rithens 2021 2020
Cash at bank and 1n kand 660 59¢
Shart-term bank deposits 277 488

937 1.087

Short-term bank depasits are invested with banks and carn interest at the prevalling short-term deposit rates

Al the end of 2021, the currency spht of cash and cash eguivalents was US dollar 37% (2020: 14%;), sterling 24% (2020, 64%), ard other 39%
(20200 27%)

Cash and cash equivalents have fair values that spproximate to their carmang valuee due to their short-term narure.
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Cash and cash equivalents include Lhe foltowing for the purpose cf ihe cash fNlow stalement.

Al ges iz mfors 2021 P

Cash and cash equivalents 937 1,116

Bark overdrafis - 3y
937 1913

There s no cash and cash equivalents balance dassified as held for sale (2020: £13m). The Group has Certain cash pooking arrangements in
US dollars, sterling and Canadian dollars where both the company and the bank have a legal right of offset. Offsetting amounts are presented
gross In the balance sheet, Offser arrangements in respect of derivatives are shown in note 16

18. Financial liabilities - borrowings
The Group's current and non-current borrowings are s follows:

Allfgures =2 =illors 2021 000

Non-current

3 75% US dollar motes 2022 (nomwnal amount $11./m) - 86
3 25% US dollar notes 2623 (neminal amount $54m) 70 =)
1 375% euro notes 2025 (nominal amount (300m) 257 279
37506 GEP notes 2030 (norinal amount £350m1) 353 353
Legze latilines (see note 25) 565 610
1,245 1,397
Currant {due within one year or on demand)
Bark Yoans ahd ovordrafis - 3
1 875% eurn notes 20271 {(nominal amount £195m) - 178
3.75% WS dallar notes 2022 (narmmnal amount $1717m) 87 -
Lease hzbilities (see note 35) 68 73
155 254
Total borrowings - 1,400 0657

inctuded in the nar-current porrowings aoove 1s £10m of accrued mierest (2020 £11m) included in the current borrowings above is £0.5m
of accrued interest {2020, £2m). In addion to the above, there are no non-current borrowings (2020, £66mM) of current Dorfowings
{2020: £3m) dassified as held for sale The maturiies of the Group's non-current borrowings are a5 follows.

Allfgures = £ mlons 2021 Lz
Between ane and two years 140 160
Berween two and five years 435 531
Over five years 670 766

1,245 1.397

The carrying amounts and marke! values of borrowings are as follows

2021
T eeawe  Carymg | Market

allfgures - £ ~iflers Interest rate value value
Bark loans and overarafis n/a - - n/a 3 3
1 87%% eurp notes 2021 n/a - - 2 04% 178 176
3.75% US dollar notes 2022 3.949%, a7 87 3849 86 88
3.25% LS dollar notes 2023 3.36% 70 71 3.36% 59 71
1 3755% euro notes 2025 1.44% 257 260 1.44% 279 278
2 75% GBF notes 2030C 3.93% 353 380 3.93% 353 404

767 798 958 1.020
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18. Financial liabilities - borrowings continued

The markel values stated above are based on dean market prices at the year end or. wnere these are nor avallable, on the quoted market
prices of comparable debt 1Issued by other companies. The effective interest rates shove relate to the underlying debt instruments,

The carrying amounts of the Group's borrowings before the effect of dervatives (sce notes 16 and 19 tor further srformaron on the impact of

dervatives) are denominated 1n tne lollewing currencies.

Al figares 1 2 Millions
Js dollar
Sterlirg

Euro

Other

2021 2570
434 458
674 086
268 472
24 35
1,400 1.651

The Group has $1.190n (£.0.90n} of undrawn capacity on ks committed barrowing fachities as at 31 Decemnber 20271 (2020 $* 1900 (£0 Sbn)
undrawn}. In addit.on, there are a number of short-term facilities that are utlised in the normal course of business. Al of the Group's
oorrowings are unsecured. 11 respect of lease obligations, 1he rights to the leased asser revert 1o the lessor in the event of defaul.

19. Financial risk management

The Group's approach to the management of inanaal risks
rogether with sensitivity analyses of its fnanaal irstruments s set
out below

Treasury policy

Pearson's freasury polices set out the Graup's principles for
addressing key financial risks including capital risk, liquidity risk,
fore|gm es(d"amge risk and INterest rate risk, and sets out
measurable largets for each The Audic Commitiee receives
qudrterly reports ncorparating compliance vath measurable targets
and reviews and approves any changes (o treasury policies
annually.

The treasury funclion 1s permitled to use derivatives where their
use reduces a risk or allows a transaction to be undertaken more
cost effecuvely Derwatives permitted include swaps. forwards and
collars to manage foreign exchange and interest rate risk, with
foreign exchange swap and forward contracts the mest commonty
oxecuted Speculative transaclions are not permicred

Net debt

The Group's net debt posiiion 1s set oul below

Capital risk
The Group's cojectives whier managing capital are:

- Tomaintain a strong belance sheet and a schd investment
grade raung,

- To continue to nvest In the business organically anc
through acquisitions: and

- To have a sustainable and progressie dividend policy,

In September 2021, Standard & Poor's Financal Services LLC
withdrew 1ts ratings at the request of the Group. Titch Raungs
Limited assigned a first-ume Long-Term lssuer Default Raung ("IDR")
of 'BBB-' (stabile outlook) to the Grodp. The Group's bonds are rated
Bas3 (stable outlook) and BBEB- (stable outlock) by Moody's
Investors Service and Bitch Ratings L'mited respectively.

All Ngares i f rilkors

Lash and cash eguivalents

Derwative finangial instrurents

Bank loans ana overdrafts

Ronds

Investment In finance lease recervable
Lease liabilities

Net debt

2021 4U2C

937 1,116
(2) 1
- (3
(767) (965)
115 130
(633) (752)
(350) (463)

Al 31 December 2020. ret debt presented above includes borrowings of £69m and cash and cash equivalents of £13m which are included in
gssets and habiliues held for sale There are no balances neld for sale as a1 31 December 2021
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Interest and foreign exchange rate management
The Group's principal currency exposure s 10 the US dollar which represents more than 60% of the Group's sales

The Group's lang-term debt s primanily held in US dotlars o previde a natural hedge of this exposure, which s achieved through issied US
doller debt or converting euro debr to US dollars using crosscurrency swaps, forwards and collars As at 21 December 2021 and 2020, the
Group's debt of £1,400m (2020 £1,651m} s all held at fixed rates

See note 16 for defails of the Group's hedging programme which addresses interest rate risk and foreign currency risk

Overseas profits are converied 1o sterhng 1o satisfy sterling cash outflows such as dividends at the prevaling spot rate at the timie of the
transacton. To the extent the Group has sufficent sterfing, US dollars may be held as dollar cash to provide a nawrsl offset to the Group's
debrt or to sausty furure US dollar cash outflows.

The Group does not have significant cross-border foreign exchange transactionzl exposures

Ag at 37 Decernber 2021, the sensitivity of the carrying val.e of the Group's financahinstrements to fluciustions N Nterest rates and
exchange rates 1s as follows:

Impact of 1% Impact of 1% Impact of 10% Impact of 10%

Corrying increase in detreasein  strengthening  weakeningin
Al figores © L mllons value Interestrates interest rates 1n sterling sterling
Investmerits 1IN unhsted secuntes 113 - - {9) 1"
Other recevahie 87 - -~ (8) 10
Cash and cash equivalents 937 - - (43) £3
Dervative financial instruments {2) -] (6) (1 1
Bands (767) 5 (5) 37 (45)
Other borrowings (633) - - 57 (70}
Investmerntin finance lease recevable 115 - - af1) 13
Ciher net finanual assers 503 - - (42) 51
Total S - S J N § 1} N - N .2
T Wbeco % broatiel 1% frper 0 10%  bmps 00100
{_dl”','wﬁg FIrEehe DO 17 SC’G"TQ’“E"W';; 2 ah el TN
Al fauresim L millors PEIN'S CTeresT Taten nieres: rares ey zrerl g
Invesiments in unlisted securities 138 - - (17} 13
Other recevable 96 - - )] 11
Cash and cash eguvalenis 1,087 - - (55) 25
Derwvative financial nstruments il i (19} 32 1
Bonds (965) 9 {4 54 (67}
Other borrowings (686) - - 62 176)
Investrment in finance lease receivable 30 - - (12} 14
Other net inancial sssets 83 - - {44 40
Total 284 26 128) 12) {39

The table above shows the sersitvities of the fair values of each The Group's income statements reported al gverage rares for the
class of financial Instrument to an 1solated change in either interes: year while the balance sheet s translated at the year-end ciosing
rates or foreign exchange rates. Other net finanaisl assets rate. Differences betweer these rates can distor ratio calculatigns
carnprises irage recevables less trade payables Asignificant such as debt te EBITIDA and interest cover Adjustec operating
proporucn of the movements shown above woulo 'mpact equity profit transtsied at year-end tlosing rates wouio be L6m higher

rather than the incame statermant due 10 the [ocauon and
funzuonal currency of the enuties .in wnich they anse anc the
avalab ity of net investment hedging

{2020, £25m lower) than the reported figure of £385m (2020
£313myat £391m {2020 £288m). Adjusied EBITDA translated at
year-end closing rates would be £8m higher (2020 £38m lower)
thar the regortec figure of £598m (2020 £550m) at £606m (2020
£517my
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19. Financial risk management continued
Liguidity and refinancing risk management

The Group regularly reviews the level of cash and debt facilities
required te fund its activines. This mvolves preparing a prudent
cash flow forecast for tne next three to five years, oetermining ke
level of gebr faciiies recuired to fund the business, plenining for
srarcholder returns and repaymenis of matanng deht, and
identifying an approonate amount of headroorn to provde a
reserve against unexpected cutflows,

A 31 December 2627, the Group had cash of £0.9bn {2020
£1.1br)and no outstanding drawings (2020: £nil) on the US dollar
denominated revolving credit facilty Gue 2025 of 71 19bn (2020.
$1.18hn)

The $1.19bn facility contains nterest cover and leverage covenants
which the Grodp has complied wrh fur the year enaeg 37
December 2021 The matunty of Lhe carrying values of the Group's
borrowings and trade payables are sot out in notes 8 and 24
respecively

Al the end of 2021, the currency sphit of the GroLp's trade payables
was US dollar £198m (2020, £195m), sterling £76m (2020: £7&m)

Gresler thar
ane nerlnard

ArFlgeen By MaTLoIty

and other currencies £76m (2020, £65m) Trade payables are all
aewirhin one yesr (2020: all due within one year).

The table belcw analyses the Group's bonds and dervative assels
and labihues into relevant matunity groupings based on the
rermaining period at the balance sneet gale 1o the contractual
maturity date Short dated cerwaiive instruments have net been
incluced it this table, The amounts disclosed in the table are the
contraciual undiscountec cash flows (including interest) and as
such may differ from the amounts cisclosed on the balance shest.

Financiat counterparty and credit risk management
Financial counterparty and credit nisk anses from cash and cash
equivalents, favourable dervative financial instrumen:s and
deposits wth banks ard financial instrutions, as wel! as credit
EXPOsUres 1o customers, including outstanding recevables.
Counterparty credit Imits, which take published credit raung and
other factors inlo account, are set 1o cover the Groun's Lotal
aggregate exposure 1o 2 single financial insutution The imits
apolicable to published credit raung bands are anpraved by the
Chiet Finanaial Officer within guidelines epproved by the Board.
Exposures and hmits spplicable 1o each financia!l instituuon are
reviewed on a regular bass.

Andlyses L7 LUreny

less thar RECRTE 1

Al figuresin £ milhors one yeas Bkl Tartal 5D EE Orner Tl
Al 3% December 2021

Ronds 107 386 403 896 162 468 266 896
Rate dervatives — inflows 7 {331) - {338} (9) (150) (179) (338)
Rate gervatives — outflows 12 339 4 355 203 150 2 355
X forwards - inflows (148) - - (148) - {148) - (148)
=X forwards - ourflows 148 - - 148 90 - 58 148
Total 112 394 407 913 446 320 147 913
AL 31 Decermmber 2020

Bands 200 497 416 1113 166 481 466 1,143
Rate derwvatives - inflows {186) {350) n (537) {12) {182} 373) (537
Rate derivatives - outflows 180 350 12 542 209 330 3 547
FX forwards - inflows (68) - - 168) - 168) B {68)
FX forwards — ourflows 68 - 68 36 - 32 68
Total 194 497 4727 1178 399 5971 128 1,118

Cash deposis and dervative transactions are made with approved
counterparties up 1o pre-agreeo limits. To manage counterparty
rsk associated with cash and cash equivalents, the Group uses a
mixture of money market funds as well as bank deposits. As at 31
Decernber 2021, 81% (2020 88%) of cash and cash equivalents was
held with investment grade bank counterpartics, 9% (2020: 9%)
with AAA money market funds and 10% (2020: 3%) wath non-
Imvestment grace bank counterparties.

For trade recewables and conirac: assels, the Group's exposure Lo
credit nsk is influenced mainly by the iIndmdual characteristics of
each customer. However, risk assaciated with the indusiry and
country In which customers operate may also influcnce the credit
risk The credit quality of customers 1s assessed by taiking into
account finanual position, past expenence and other rojevant
factors. Indmadual credit limits are sel for each customier based on
internal ratings. The compliance with credit imics 1s regularly
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manitored by the Group. A default or a trade recevable 1s when
the counterparty fails to make contractial payrments within the
stated payrnent terms. Trade recewables and contract assets are
written off when there 1s no reasonable expectation of recovery
The carrying amounts of financial assets, trade receivables and
contract assets represent the masximum credit exposure

Trade recewables and contract assets are subyect to Impairment
using the expected credit loss model The Group applhies the IFRS 9
simplified appreach to measuring expected credit losses which
Jses a Ifetime oxpected credit loss allowance for all trade
receivabies and contract assets. To measure the expected credit
fosses, trade recevables and contract assets have been grouped
based on shared credu nsk charactenstics and the days past due
See note 22 for further details about trade recevables and contract
assets including mavements in provisions for bad and doubtful
debts.



Amendments to IFRS 9 and iFRS 7 Interest Rate Benchmark Reform

In August 2020, 1he 1ASE published ‘Interest Rate Benchmark Reform - Phase 2 (Amendments 1o IFRS 9. 1AS 39, IFRS 7, IFRS 4 and IFRS 16)
with amendments that address financiai reporung after the reform of aninterest rate henchmark, including its replscement with alernatve
berichmark rates The amendments were effectve for annual periods beginning an or after 1 January 20271, with earlier spplication permitied

The Group has lirmied exposure W thanges in the IBOR benchmark. Al 37 Decemuer 2021, the Group nolds merest rawe and cross-Currency
INCerest rate swaps (£29m assets in fair value hedge relationships ana £29m habilites of whick £21m are in net investment hedge
relationships). In addiuon, the Group has a revolving credit faclity which was nat drawn an 31 December 2021, for which the terms were
updated in the peniod in accordance with industry standards The Group has signed up to the ISDA protocol. For GBP exposures the Group
transiioned GBP LIBOR to SONIA The Group's risk management strategy has not changed as a result of IBOR reform and the Group
considers the impact of IBOR reform te be immatenal te the financial staterments.

20. Intangible assets - product development

All*aures m - milkers 2021 2320

Cost

AU Jaruary 2,514 2,275

Lxchange dfferences - {48)
Additens 287 323

Disposals and retirerments {92) )
Disposal of subsidiary )] -

Transfers (2) (%)
At 31 December 2,698 2514

Amortisation

AL 1 Jaruary (1.609) (1,405)
Exchange d.fferences (3) 45

Charge for the year {260) (280
Imparment (19) -

Disposzals and retirements 92 31
Disposal of subsidiary 3 -

Transfers (&) -

At 31 December {1,804) {1.609)
Carrying amounts at 31 December 2021 B94 905

Included in the above are product develepmenr assets amountng to £601m (2020 £607m) which will be realised 10 more than une year.
Amortisation is included in the income statement in cost of goods sold

Product development assets sre assessed for impairment triggers on an annual basis or wnen triggenng events occur. In 2021, of the £19m
impairment charges, £14m kave been recognised as a result of asset write-offs related 1o the major restructuning programme Tne full arnual
impairment test showed that there 1s adequate headroom across all prodact development assets anc accordingly no further imparment
charges were recognised 1in 2021 (2020; £nil).

21. Inventories

Allfgures i L mllors 2021 s

Raw materials 7 5
Work in progress 2 2
Fnished gooas 84 115
Returns asset 5 6

98 129

The cast af nventares recognised as an experse and included in tne iIncome staterent n cos! of goods sold amounted to £171m (2020
£219myincluding £22m (2020 £41m) of inventory provisions None of the invenzory 1s pledged as security. Included within the :nvertory
balance 1s the estmanon of the nght to receve goods from contracts with customers via returns. Tne value of the relurns assct 1s measurad
atthe carrving amoJnt of the assets at the Ume o sale algred to the Group's normal inventory valuaticr methodology less any expected
costs 1o recover the asset and any expectec reducton invalue Impairment charges against the imventory returns asset ae £rilin 2021 !
{2020 £nil) The returns asser all <elates 1o finished goocs. The absolescence provison takes account of the Group’s digital first strategy a7d

the increasing shift towards print or cermand. The year-on-year redLclien in Irventor.es is due 1o increased prowsions for obsolescence and

a reductior in the producuar of Inventary due to the Grodp's digital firs: sirategy and tne increasing shift towards print on demand
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22.Trade and other receivables

Allfguies i g rullons 2021 2320
Current
Trade recevables 853 795
Royalty advances 2 2
Prepayments 198 189
investment In finance lease recevable 15 18
Accrued ncome 14 12
Other recevables 175 102
1,257 1,118
Non-current
Trade receivables 1 g
Royalty advances 5 3
Prepayments 10 13
Irvestment i finance lease recevable 100 112
AcCCrued income 1 i
interest recevable 3 -
Other recewvables 4 26
129 223

Accrued Income represents contract assets which are unbilled amounts generally resulting from assessments and services reverue streams
where revenue o be recaogn'sec cver ime has been recognised in excess of customer billings to date Impairmert charges on accrued
ncome assets are £ml (2020, £nil). The carrying value of the Group's trade and other recewvables approximates its fair value. Trade receivables
are stated net of provisions for bad and doubtful debts In additicn to the above, there are trade recevables of £mi {2020, £6m) classified as
held for sale (see note 32)

The moverments in the provision for bad and doubtful debts are as follows

Al figarez 0 £ pulhons 2021 2020
AL begrning of year (74) (92)
Fxchange differences - 6
Income stalement movements {15) (26)
Jtilised 26 32
Disposal of subsidiary - 6
At end of year (63) (74)

Concentrations of credit risk with respect to trade recervables are hmited due to the Group's large number of customers, who are
nternationally dispersed.

The ageing of the Group’s pross trade receivables 1s as follows:

All iiguresin £ milliors 2021 2020
Within due date 766 6R7
Up 1o three months past due dale 58 73
Three 1o s:ix months past due date 20 12
Six te nine months past due date 13 30
Nine ta 12 months past due date 5 18
Maore than 12 months past due gate 55 57
Gross trade receivables 917 877

The Group reviews its bad debt provision at least twice a year following a detalled review of recenwvahle balances and historical payment
profiles, and assessment of forward-looking risk factors including, where relevant, factors speaificaliy related to COVID-19. Management
believes all the remaining recelvable balances are fully recoverable,

The increasc in trade recewables held by the Group 1s driven by revenue growth which has increased debtars despite strong collections and
an overall reducton in the bad debt prowision. Other non-current recervables have decreased due to the receipt of deferred proceeds in
relation to the US K-12 disposal; this recevable 1s now classified as current. Prepayments have increased due to nming differences on certan
significant payments and leasa receivables have decreased primarily due to payments received during the year
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23. Provisions for other liabilities and charges

al

Al T gures . 2 mrathons 7 oDy ans s e ant .:JUVE' To &
Al 1 January 2021 8 4 21 33
Exchange differences - - 2 2
Provisions made during the year 9 1 36 46
Provisions reversed durng the year (2} - 2) (S
Provisions used during the year - - 27 27)
Disposal of subsidiary - {3) - (3)
At 31 December 2021 o 15 2 30 47

Analysis of provisions;

Disonsals —egal
Al fgures r £ milliors Frapeny dri ClonLros ard uiaer ‘oal
Current 11 2 27 40
Non-current 4 - 3 7
o e __._154___ 2 30 a7
K
Currert 2 4 i9 25
Non-current 6 - 2 8
4 21 32

Property provisions in 20217 relate ta the simplfication of the Group's property portfalio (see note 4} and in 2020 relate primarily to
dilapidations. Disposals and closures relate to the d'sposal of the Pearson insuiute of Higher Educar.an

_egsl ana other includes legal claitns, contract disputes anc oatenual contract logses with the grovsions dtlised as tne Cases are settled.
Aiso mdluded ir legal and other are otfier restructuning provisions that are generally utilised within one year

The year on year increase in provisions 1s mainly due 1o the new property provisians (see note 10) and the 2021 majar restructuring
programme (See noie 4)

24. Trade and other liabilities

sl rgures o £ ~uliors 2021 e
Trade payables 351 340
Sales return hiabiliry 83 86
Social security and other taxes 13 17
Accruals 317 2490
Deferred income 336 156
Interest payable 42 30
Other habilives 159 157
1,351 1,276

Less: pon-current portion
Accruals 1 -
Deferred inccme 56 52
Other hiabiities 38 28
95 20
Current portion 1,256 1.796

The carmving valug of the Group's trade and cther habihties approximates its far val.e The geferred income balance comprises contract
hapihues i respect of sdvance payments N gssessment, (esting and training businesses, subscription Income 11 schanl and college
businesses; and obligations 1o dehver digital content n future penods 10 addmon 1 the atove, there gre accrugls of Enit (2020 £2m) and
deferred income of £nil (2020: £3m) classified as held far sale (see note 32}, The increase In trage and other liabilities held by the Graup is
driven by timing differences which have increased aeferred income, an increase in accruals related to severance and the recognition of
deferred consideration in relatior (o acquisiiicns made 10 2021
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25. Retirement benefit and other post-retirement obligations
Background

The Group operates a number of defined berefit and defined contribution retrement plans throughaut the werld.
pop 2 5

The largest plan s the Pearscn Pension Plan (UK Group plany in the U< which is sectionalised 1o prowde botn defined benefit ard defined
cont7ibution pension benefits The defined benefit section was largely closed to new members from 1 November 2006, The defined
contrbuton section, opened 10 ZUUS, 15 open W -ew anc exsting employees. Finally, there ys a separaie secuon with'n the UK Group plan set
up for aio-enrolment

Tne defined benefit secticn of the UK Group plen is a linal salary persion plan which provides benefits to members in the form of a
gueranteed level of pension payatle for Iife. The level of benefits depends on the length of service ane final pensionable pay.

The defl ned cantributicn secton of the UK Group plan operates a Reference Scheme Test (RST) pension underpin for ts members, Where a
member's fund value 1s insufficient to purchase the RST pension upeon returement, the UK Group plan is iable for the shortfall to cover the
memper’s RST pension. In addiion, in recent years, the scheme rules were amended 1o enable members who have sufficient funds to
purchase an RST pension the ability to convert the'r fund value into a pension in the UK Group plan as an alternative to purchasing an a=nuity
with aninsurer The Group recognises any assets and habifities relaung to these features of the defined contribunion section as part of the
overall UK Group plan obliganon From 1 January 2021, the Group will alss recognise the assets and labiliuies for all members of the defined
connbution section of the UK Group plan, accounting for the wnole defined contribution section as 8 defined benefit scheme under [AS 19
‘Employee Benefits’ as there s a risk the underpin will reguire the Group 1o pay further contributions to the scheme, The netimpact of this on
the balance sheet s £nl.

The UK Group plan s funded with benefit payments from trustee-adrministered funds. The UK Group plan s administered in zccordance with
the Trust Decd and Rules in the interests of its beneficianies by Pearson Croup Pension Trustee Limited

AL 37 December 2021, the UK Group plan nad approximalely 26.500 members, analysed in the following 1able.

Alllig_res Vm 9; ACT setercesd Pensizngs Tl
Defined benefit - 18 33 51
Defined contributon 1 38 - 49
Total 1 56 33 100

The other major gefined berefi plans are based in the US. These

are also final salery pension plans which provide benefits to

members in the form of a guaranteed pension payable for life, with

the level of benefits dependent on length of service and finzl Whether the Group will be cligible to receive the surplus

pensionable pay. The majorty of the US plans are fully funded associated with the UK Group Pension Plan in recognising a
pension asset

B Key judgements

The Group also has seversl post-retrement medical benefit plans

(PRIMBs), principally in the US. PRMBs are unfunded but are Key areas of estimaiion
accounted for and valued similarly 1o defined benefit pension plans. The determination of the pension cost anc defined benefis

abligation of the Graup’s defined benefit pension schemes
depends on the selection of certain assumptions, which
include the discount rate, inflation rate, salary growth and
longewity.

The defined benefit schemes expoese the Group to sctuaral risks,
such as e expectancy, inflauon risks and investment nisk including
asset volaulity and changes in bona yields The Group 1s not
exposed 1o any unusual, entity-specific or plan-specific nsks.
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Assurmptions
The prinapal assumptions used for the UK Group plan and the US PRMEB are shown belaw. Weghted average assumptions have been shown
for the other plans, which primarily relate to US pension plans

2021
" UKGroup  Other k@ ore

All . gures - B plan plans PRMEB nlan nlens PEMEBE
Inflation 3.3 1.4 - 29 06 -
Rate used ro discount plan habiioes 1.9 238 2.6 T4 2.2 21
Expected rate of increase in salares 38 27 - 34 22 -
Expected rate of ncrease for pensions in payment and 23510 2050

deferred pensions 5.10 - - 5.05 - -
Ininal rare of increase in healthcare rate - - 6.3 - - 6.5
Ulimate rate of increase i healthcare rate - - 5.0 - - 50

The UK discount rate s based on corporate bond yields adjusted (o reflect the durstion of hatilines

The inflatton rate for the UK Group plan of 33% (2020 2 9%) reflecis the RP rate In line with changes to legislanon in 2010, certam benefies
have been calculated with reference 1o CPI as the inflauonary measure and in these instances a rate of 2.6% (2020 2.2%) has npeen used The
CPlrate s determined as a weighted average deduction frem the RPI rate, and allows for the expected cnange to the formula for caleulating
RPIta be in IIne with CPIH from 2030 onwards.

The expecten rate of increase ir salanes Nas been ser gt 3.89% for 2021 (2020, 3 4%)

For the UK Group plan, the mortalty base table assumptions have been updated and ate derived from the SAPS S2 for males and fernales,
adjusied to reflect the ohserved experience of the plan, with ChAi model improvement factors A 1 5% long-term rate improvement on the
Ci1 2020 imodel s applied for both males and females The analysis of cxperience, and standara tables, do nat reflect the impart of

the ongaing COYID-1€ pandemic. the ultimate irpact of which remains uncertain

For the US plans, the mortality table (Pri — 2012) and 2027 improvement scale (MF - 2021) with generational projection for maie and female
annuitanis has been soopied,

Using the above tables, the remaining sverage li'e expectancy in years of a pensiorer reunng at age 65 o the balance sheet date for the
UK Group plar ang US plans s as follows:

N us
Al figures rogears S z@wi - 7)0;/ - 2(]7217 7ﬁ:£ﬁw
Male 22.6 240 20.5 204
Female 24.8 243 22,5 224

The remaining average lfe expectancy in years of ¢ pensioner reuring at age 65, 20 years after the balance sheet date, tor the UK and US
Group plans is as follows

Lot Uz
Al igures ©eare o 7‘2702177.k 726:’) T -*2—;21'7—* -72:1
Male 242 25.6 22.0 21.9
Female 265 261 23.9 23.8

Althcugh the Greup ant.cipates that plan surpluses will be utilised durng the life of tne pian tc agdress member benefits, the Group
recognises its penson surplus in fullin respect of the UK Group plan on the basis Lhal s management’s judgement that (here are no
subsiantive restnchions on the return of residuat plar assets 1 the event of 3 winding up ol the plan after all mermper obiigations have
heen met

Anncal report and accounts 2021 | Pearson plc | 195



Financial statements

Notes to the consolidated financial statemenls continued

25, Retirement benefit and other post-retirement obligations continued

Financial staternent information
The amaunts recognised 1N the imcome statement are as follows:

o Defined o
UK Group henefit Defined

Allng_res £ mions alan other Sub-total  contribution PRMB Total
Current service cost 17 2 18 37 - 56
Fast service cost - - - - - -
Curtallments - - - - - -
AdmIsiralion cxpenses 6 - 6 - - 6
Total operating expense 23 2 25 37 - 62
Interest an plan assets (55) 2) (57) - - (57)
Interest an plan habilties 49 3 52 - 1 53
Net finance (income)/expense {6} 1 (5) - 1 (4)
Net income statement charge 17 3 20 37 1 58

. - S R - _ I I

T DP’I;E: - o -
JEGroae neretit “etred
Al figeres i £ pralons plar Glher Sub-toral core Lanor “RME Toral
Current service cost 6 2 3] 47 - 55
Fast senace cost 1 - 1 - - 1
Curtaitments - (M M - - m
Adrmin‘stration expenses 5 - 5 - - 5
Total operating expense 12 1 13 A7 - 60
Interest on plan assets (66) =N (£9) - - 169)
Irterest on plan lizbilites 57 5 62 - H 63
Net finance (income)/expense (%) 2 ¥ - 1 (6}
Net income statement charge 3 3 5 A 1 54
The amounts recognised 1n the balance sheet are as follows:
T i - - 2021 o N Cauim
T other - e -
UK Group  Other funded unfunded U Groun Dthet Pirded unlurded

Allngores i L ruliony pian plans plans Total plan plane, plans TOLai
Fair value of plan assets 4125 120 - 4,245 3,588 "8 - 3,707
Present value of defined
benefit obligatior {3,588) (123) (20) (3.731} (3.178) (135} 21 (3.334)
Net pension asset/(liability) 537 [E}] (20) 514 410 (e} 20 373
Other posi-retirement medical
benefit ohliganon (34) (39
Other pension accruals 9) @)}
Net retirement benefit asset 471 375
Analysed as:
Retirement benefit assets 537 410
Retirement benefit obligations (66) (85)
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The {ollowing gains/iosses) have been recognised in other comprehensive income:

Allfyures o £ millors 2021 JT20
Amounts recagnised for definea benefit plans 145 {24)
Amounts recognsed for post-retirerment medical benefit plans 4 1

Total recognised in year 149 (23

The fair value of plan assets comprises the following.

o 2021 2520

UKGraup  oeher Lkt e

Alligures © plan  funded plans Total ulan {andea plans Total
Insurance 35 - 35 42 - 42
Equities 11 1 12 1 1 2
Fixed interest securines 7 2 9 5 1 S
Property 5 - 5 5 - 5
Pogled asset investrment funds 30 - 30 34 - 34
Other 9 - 9 _n - i1

The plan assets do not include arty of the Groups own finanual Instrurnents, or any property occupied by the Group. The rable below furiner
disaggregates the plan assets into those assets which have a quoted market price In an active market and those ihat de not.

2021 20:0

T quotes Noguoted  Uiotd Neowud
allrguresi= 4 market price  market price maraget [36e matkel nnoe
Insurance 35 - a2
Equities 1 1 - 2
Fixed-interest secunties 9 - 5 -
Property - 5 - 5
Pooled asset investment funds 30 - 34 -
Cther - g - !
Total - o o 85 15 & 18
The hguidity profile of the UK Group plan assets s as follows'
Aigmess s T T o TmTm T e T T T T T e
Liguid - call <1 month 51 39
Less hgquid - ¢all 1-3 months -
lihguid - call =3 manths . 61
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25, Retirement benefit and other post-retirement obligations continued

Financial statement information continued

Changes .n the values of plan assets ard liabilives of the retrement benefit plans are as follows

A hgsrec o Dm o

Fair value of plan assets

Opening fair value of plan assets

Recogriton of Morey Purchase assets

Exchange differences

Interest on plan assets

Returr on plan assers excluding interest

Contribuntions by employer

Benefis pad

Contributions by employees

Closing fair vatue of plan assets

Present value of defined benefit obligation

Opening defined benelit cbligation

Recognition of Money Purchase liabilities

cxchange differences

Current service cost

Fast service cost

Curtalments

Adminstration expenses

Interast cn plan hiabilities

Actuariat {losses)/gains - experierce

Actuarial {lossesy/gains - demographic
ctuarizl gamns/{iosses) - financial

Contributions by employee

Benefirs pad

Closing defined benefit obligation

UK Group
plan

3,588

513

55

71

14
(123)

4,125

(3,178)
{513)

(17
{6)
(49)
(100)
1

160
g

123
{3,588)

Other
plans

(156)

(1}
(2}

10
{143)

2021

Total

3,707

513

2

57

77

15
(133)

4,245

(3.334)
(513)
1
(19)

(6}
(52}
(97}

[4)]

166

{7)

133
(3,731)

119
(3,178

an
2z
14
(156)

From 1 January 2021, the Group has recognised the assets and liabiliues for all members of the defined contricution secoon of the UK Group
plan, accounang for the whole defined contribution section as a defined benefit scheme under 1AS 19 Employee Benefits The netimpact on
the balance sheet s £nil, however, the gross amounts of £513m can be seen in the table above. Subsequent movements 1o those assets and
labiliues are included in the relevant Ines in the table above

The weighted average duration of the gefined benefit obligation .s 16 years for the UK and seven years far the US.

Changes in the value of the US PRMB are as follows:

Al figures in £ milhors
Gpening defined benefit obligation
Exchange differerces

Interest on plan habilites

AcTuarial gains - experience
Actuarial gains - demographic
Actuanal gains/(losses) - financal
Benefits paid )
Closing defined benefit obligation

2021
(39)
)
M

(34}

3030

2020
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Funding

The UK Group plan 15 self-administered with the plan's assels being held independently of the Group i trust The trustee of the UK Group
plan is reguired to act N the pest nterest of the plan's beneficanes The most recent triennial actuarial valuation for funding purposes was
completed as at 1 january 2027 and this valuation revealed a technical provisions funding surphos of £160m Thie UK Group plan expects to
be able to provide penefits (in accordance with the plan rules)with a very low level of reliance on future funding from the Group.

Assets of the LIK Group plan are diided mto wwo clements: matching assets, which are assets that produce cash flows thar can be expected
1o match the cash flows for a proportion of the memberstip, and include a hability-driven mvestment mandate {UK bonds, interest rate/
inflation swaps and other dervative nstruments), pensioner buy-n nsurance pohoes. infialion-inked property and mirastructure, and
reuurn-seeking assers, which are assets invested with a longer-term harizon 1o generate the returns needed to provide the remaining
expected cash flows for the benefiaanes, and indude diversified growth funds, property and slternative asset cdasses. The UK Group plan's
long-lerminvestment sirategy allocates 95% 1o matching assets and 5% Lo return-seeking assets

Followang the purchase of buy-n policies with Legal & General and Aviva mn 2017 and 2019, 35% of the UK Group plan's pensioner habilities
are now matched with buy-in policies These transfer sigrificant longewity nisk 1o Aviva s0d Legal & General, reducing the pension tisks being
underwrizten by the Group and providing addiwonal secunty for members

Regular employer contnbunons to tne UK Group plan in respect of the defined penchit sections are estimated to be £3m for 2622
2 pioy rp o

Sensitivities
The effect of & ane percentage poinuincrease and decrease in the discount rate on the deflined beneft obligation and ihe (olal pension
expense 15 as fullows

Al agimes o 2 maliors

Effect:

(Decreasel ingrease in defined benefit obligation - UK Group plan {450) 616
(Decresselincrease n defined berefit obligation -Us plan © _ 11

The effect of members lving one year more or one vear less on the defined barefit cbligaton 15 as folows,

2071
T T ane,es omesen
All“gures nf mdliors noreds?
Effect:
Increase/(necrease) in defined benefit abligauon - UK Group plan 107 (108}

The effect of a half percentage paint ncrease ana aecrease in the inflauan rate 1s as fallows.

All“gires 1= £ Pullitars
Effect:

Increaselfdecrease} 1n defined benefit gbligation - UK Group plan 142 (141)
Increase/{decrease) in defined berefit abligauon - JS plan - -

Tne above sensitrity anglyses are based on a chiarge i an assumptian while holding all other assurptions constant, although in practice this
s unbkely 1o occur and changes in some assumpiicns may be correlated When calculaung these sensitviues, the same meirad has been
applied to calculate the defined bereni obligaton as has been apphed when calculaung the lability recogrised in the balance sheer This
methodology 15 the same as prior periods
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26. Share-based payments
The Group recognised the following charges in the income statement In respect of 15 equity-seltled share-based payment plans:

Alfiguros i F ralloes 2021 232C

Pearson plans 28 29

The Group operates the following equity-settled employee opuon and stidre plans,

Worldwide Save for Shares Flan - Since 1954, the Group has operated a Save-As-You-Earn plan for UK employees In 1938, the Group
introduced a Worldwade Save for Shares Plan. Under these plans, employees can save a portian af their monthly salary over periods of three
or five years Atthe end of this period, the ermnployee has the optior to purchase ordinary shares wath the accurnulared funds at a purchase
price equal Lo 80% of the market price prevailing at the time of the commencement of the employee's participation in the pian. Options that
are not cxerosed within six months of the end of the savings penod lapse uncondinonally

Employee Stock Purchase Plan - In 2000, the Group establishied an Employee Stock Purchase Plan which allows all emnployees in the USto
save a portion of ther monthly salary over six-rmonth periods. At the end of the period, the employes has the option to purchase American
Depositary Receipts [ADRs) with their accumulated furds at a purchase price ecual to 85% of the lower of the market prices prevailing at the
pegimning or end of the period.

Long-Termincentive Plan - The plan was first mrodeced in 2001 and from ume to ume the plar rules are renewed The plan consists of
restricted shares, The vesung of restricted shares 1s normally dependent on conuruing service over a three to five-year period, and in the
case of Executive Directors and senior management upon the satisfaction of corparate perfarmance argets over a three-year period These
targets may be based on market and/or non-market performance criteria. Restricied shares awarded to Executve Directors in May 2021 and
May 2020 vest dependent on relative total shareholder return, return on invested capral and adjusred earnings per share growrn These
awards are in addit on to the 2020 one-off co-investment award for the Chief Executive, vesurg in three equal tranches based or market and
non-market performance criteria. The applcable market condition for the vesting of the final tranche 1s on total shareholder return, Other
restricted shares awarded in 2021 and 2020 generally vest depending on continuing service aver periods of up o three years

Management Incentrve Plan - The plan was intreduced in 2017 comibining the Group's Annual Incenove Plan and Long-Term Incentive Plan
for senior management. The number of shares to be granted 1o parucipants 1s dependent on Group performance in the calencar year
preceding the date of grant (an the sarne basis as the Annual incentive Plan) Subsequently, tho shares vest dependent on conunuing service
over a three-year period, and addibonally, in Lthe csse of the Pearson Executive Management team, upon sausfaction of non-market based
performance criteria as determined by the Remuneraticn Committee. Resiricted shares awarded as part of the 2020 Manzgement incentive
Plan were granted in Apnl 2021.1n 2027 this scheme has been replaced by the Long-Term Incentive Plan for senior management.

The followirg shares were granted under restricied share arrangemenis’

2021 ZL20

Number of Weighted average Weeigh e average

shares far value ‘an value

000s £ L

Long-Term Incentive Plan ) 6,394 7.27 494
Management Incentive Plan 630 7.7 5.2G

The fair value of shares granted under the Long-Term Incentive Plan and the Managemeni Incentive Flan that vest uncondinonally 1s
determined using the share price at the date of grant. The number of shares expected 1o vest 1s adjusted, based on histonical experience,
to account for potenual forfertures Parnicipants under the pians are entitled to drwdends duning the vesting period and therefore the share
price 1s not discounted

Restricted shares with 8 market performance condiman were valued by an independent actuary using a Monte Carlo model. Restricted
shares with a non-market performance condition were fair valued based on the share price at the date of grant. Non-markel performance
condinans are taken into consideraton by adjusting the number of shares expected to vest based on the most lkely outcome of the relevant
performance criteria
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27. Share capital and share premium

homber 2 Srane

e caliich

jaiole im

ALT January 2020 782,099 195

Issue of ordingry shares — share oplion schemes 1,236 -
Purchase of own shares (30,077 (7} -
At 31 December 2020 753,258 188 2620
lssue of ordinary shares - share opuon schemes 3.544 i 6
Purchase of own shares - - -
At 31 December 2021 756,802 189 2,626

The ardinary shares have a par value of 25p per share (2020. 25p per sharc) All issued shares arc fully paid All sharcholders are entitled 1o
recene dividends and vote at general meetings of the company. All shares have the same nghts.

On 24 February 2027, the Board approved a £350m share buyback programme in order 1o return capital 1o shareholders The programme
wall cammence in 2022, The shares bought back will be cancelled and the nomunal value of the shares will be ransferred 1o the capual
redemption reserve. in 2020, approximately 30m shares were bought back and cancelled at a cost of £176m The naminal value of these
shares, £7m was \ransferred (o the capiial redemplion reserve.

The Group manages its capital 1o ensure that enbuies n e Group will be able to continue as a going concern while maximising the return
1o shareholders through the opiimisation of the debt and eguity balante

The capital structure of Lhe Group congists of debt (see note 18), cash and cash equivalents (see note 17) and equity atlributable 1o equiy
bolders of the parent, comiprising 1ssuen capital, reserves and retained carnings.

The Group reviews s capiial structure on a regular basis and will balance 1ts overall capital structure through payments of divdends,
new share 1ssues as well as the issue of new debt or the redemprion of exisung delt in ine witn the financal nsk policies outlined i note 19

28. Treasury shares

Sarher
Sharey
Z0Ds Lt
AT January 2020 3253 24
Purthase of treasury shares 1165 b
Release of treasury shares {3.460) 23)
AL 31 December 2020 503 7
Purchase of treasury shares 2,158 16
Newly 1ssued treasury shares 2,500 1
Release of treasury shares {3,990) (12)
At 31 December 2021 o 150 12

The Group holds Pearsen plc shares in trust 1o satsty 11s obligations under 1s restiiciec snare plans (see note 26). These shares, representing
£.2% (2020.0 1%) of calied-up share capital, are reated as treasJry shares for accourung purposes and have a par value of 25p per share

The nominal value of Pearson plc treasury shares amounts to £0.4m (2020 £3 2m) Dradends an treasury shares are waived

AL3Y December 2021, the market value of Pearson ple treesury shares was £10m (2020 £6m).
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29. Other comprehensive income

2021
_ 7;_ T ;t;b_ut;b; to equity holders of the company Non-
Fair value Translation Retained controling
Al fizares e Tl reserve reserve Barnings Total interest Total
Iltems that may be reclassified Lo the income statement
Net exchange differences on translation of foreign cperations - {6) - (6) - ()]
Currency translation adjustment disposed - 4 - 4 - 4
Attnbutable tax - - 10 10 - 10
Items that are not reclassified to the income statement
Far value gain on other finarcial assets 24 - - 24 - 24
Allributable tax - - (3 3) - (3}
Remeasurement of retrement henefit obhigatians - - 148 149 - 149
Atrbutable 1ax - - (61) (e1) - (61}
Other comprehensive income/(expense) for the year 24 (2) 95 117 - 117
:_7_77 Ay o eew, olders o7 ez mipary -
san vale T EE conpolhe g
Alfigeres g malloms resenss edin gy Tl [RICIE=Ns Total
Items that may be reclassified to the income statement
Net excharge differences on translation of fereign operations - (109 - ("09) - (109)
Currency trarslahon adjustment disposed - {70) - (7G) - 70}
Altributable tax - - {13) (13) - {13)
items that are not reclassified to the income statement
Tairvalue gain or other financial assets 14 - - 14 - 14
Attributable tax - - {6) (6) - {6
Remeasurement of retirernent benefit cbligations - - {(Z23) 23) - {23)
Attnbutable tax - - 2 2 - 2
Other comprehensive income/(expense) for the year 14 79 40] 1205) - {205)
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30. Business combinations

In September 2027, Pearson completed the acquisinon of 100% of the share capinal of Fasthm Holdings Pry birited {(Faethm). hawing already
held 3% of the share capital previously. faethm uses artfical inteligence and analtics services 1o healp governments, companies and warkers
understand Lhe dynamic forces shaping the labour market. Faethm will be pan of the Workorce Skills division, The total consideration for the
transaction was £65m, which included £70m of contingent consideration which 15 payable after two years, dependent upon mMeelng certan
earnings targets The contingent consideration has been valued at the net present value of the Group's best estimate of the amount that wall
be payable

In addition, the Group made two addnonal acqusthons of supsidiaries for 1oral corsideranon of £11m. in bath cases, the Group acquired
100% of the share capial of the respective endues, Opinien Interactive LLC (also known as Spothght Education) wes acquired i February
2021 MZ Development incowas acquired i fuly 2021 Both will be part of the Assessment & Qualfications drasion,

The Group also made addtional investments in associates, which are detailed m note 12, sna are not included below

Details of the [air values of (e assels and liabilines recogrised al the acquisiuon date and the related consideration is shown n the 1able
below. The fair vahues of Faethm's niet assets are prowsional at his stage as management are finalising ther review of the asset valuatons
The provisional goodwill arising from the acauismion of Faethm represents assets and benefis that cannot be separately recognised, The
goodwill s not deducible for tax purposes and at the acguisition date there were no matera! connngent hablines

There were no significart acquisitions i 2020

Alfgures \m L ruilicrs Faethm Other Total Tc:e\‘
Intangible assets 21 8 27 -
Ceferred 1an ascet 11 - " -
Trade ard other recewvables Al 1 2 -
Cash 4 - 4 -
Trade and other liabilities (4) (N (5) -
Deferred tax lizbhiites {6) - (6) -
Net assets acquired 27 5] 33 -
Goodwill 33 5 43 -
Total 65 11 76 -

Satisfied by:

Cash consideration 49 5 54 -
Contingent consideration 10 6 16 -
falr value of existng investrment 6 - 6 -
Total consideration 65 11 76 -

Faethm generated revenues of £1m and 2 loss before tax of £1m for the perod from the acguisiion date to 31 December 2021, i the
acquisition haa occurred on 1 January 2027, the Group's revenue énd profir before tax for the year enaed 31 December 2021 would not nave
been matenally different Total acquisiuon-related costs relaung 1o the three transaclans of £2m were recogrised within other net gains and
lesses, in the consohdatad income statement, all of wnich was recogrised in the year enaed 37 Decernier 2021, and are excluded from
adjusted operaung profit,

The net cash outflows related to the acquisions are set out i the table below In adgno 1o the current year atQuISILoNS, TNE DNl Net Cash
outfiows on acausiton of subsidanes i 2027 and 2020 relate to deferred paymenis for prior year acguisiiens

2021 2021 2021

&l fgures < L liors Faethm Other Totat

Cash flow on acguisitions

Cash - current year acquisitions {49) (5) (54) -
Cash and cash eguialents acaured 4 - 4 -
Deferred payments for prior year acguisiuons and other items - 4) (4) )
Acquisition costs paid 1 - M -
Net cash outflow (46) 9 {55) (6}
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31. Disposals and business closures
The Group completed two sigrilicant disposals in 2021 and one in 2020, None of the dispasals met the critena to be cansicered a
discerunued operation on the basis tnat they did not represent majer lines of business or geographical areas of operations.

In February 2021, the Group completed ihe sale of its interests in the Pearson Instture of Higher Edutanion (PIHE) in South Africa resulting i
a pre-rax loss of £5m.

In October 2021, the sale of the Group's interests 1IN K12 Sistemas in Brazi was also completed for considerat.on of £108 mullon. resultng in a
gan on sale of £84m.

There were no other business disposals In 2021 and addilicnal losses of L14: relate (6 ather aisposal costs including costs relaled Lo the
wind-down of certain businesses unider siratcgic review.

In Apnl 2020, 1ne Group completed the sale of the remaining 25% interest in Penguin Random House resulung ir a pre-tax profit of £780m
There were no other material d:sposals in 2020, Deferred proceeds relating 1o the K12 sale were recerved in 2021 and 2020 (see note 14}

The table below shows a summary of the assets and labiiities dsposed of:

Afiznssind millor . Noies 2021 2020

Disposal of subsidiaries and associates

Intangible assets (3} -
Froperty, plant and ecuipment (48} -
Investmenis Injont ventures snd associates - (418)
Intangible assets - product development (6) -
Inventones (2) -
Trade and other recelvables (6) -
Cash and cesh equivalents (excluding overdrafrs) (24) -
Provsions for other liabilities and charges 3 -
Trade and other habrltres 4 -
minancial habilities - borrowings 67 -
Cumulantive currency translation adjustment 29 (4) 70
Net assets disposed (19) (348)
Cash proceeds 108 531
Cosls of disposal (24) 1
Gain on disposal 65 184
;I\ %gu':—_"_ |f|7£ r:\lwo"s'. o T ’ - ”27021 ) _2323

Cash flow from disposals

Proceeds - current year disposals 108 531

Proceeds - prior year disposals 16 105

Cash and cash eguivalents dispesed (24} -

Costs and other disposal iabiliues paid 17 5)
Net cash inflow 83 63"

Analysed as:

Cash inflow from sale of subsidiaries 83 100

Cash inflow from disposal of joint ventures and associates - 531
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32. Held for sale

Followng the announcement of the sale of the Group's iInterests in K12 Sistemas (included wihin the Srrategir Review segment) in March
2021, the business was classified as neld for saie uncl the disposal completed in Octaper 2621 Ar 31 December 2021, oniy one property,
which s expecied to be disposed of 10 2022, was classified 3$ held for sale. The businesses that are included in the Strategic Review segment
did not meet the criteria far ¢lassiAication as held for sale as at 31 December 2021 on the basis that the Group was not sufficiently advanceg
inthe sales process as at 31 December 2021 for the sale (o be considered highly probable.

The held for sale assets and liabilives in 2020 are the Group's interests i the Pearson Instiute of Migher Educanon in South Alnica, which was

completed an 5 February 2022

The neld for sale balances are analysed as fallows.

i pures nTdiors

Non-current assets
Property, plant and cquipment

Current assets
Trade and other recevables
Cast and cash equvalents

Assets classified as beld for sale

Non-current liabilities
Finanaial habllities - borrowings

Current liabilities
Trade and other labilties
Financial hablives - borrowings

Liabilities ciassified as held for sale
Net assets/(liabilities) classified as held for sale
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33. Cash generated from operations

Ar\-rlgu*o; o lmrlhory
Profit
Adjustments for:

Infome tax

Depreciation and impairment of property, plant and equipment
Amortsation and impairment of acquited intangibles and goodwll
Amorlsation and impairment of software

Net finance costs

Share of results of joint ventures shd assocates

Profit on disposal of subsidianes, associates, investments and fixec assets
Qther net gains and losses

Net profit on disposal of right-of-use assets incuding transfers Lo investrrent in finance lease
recevable

Ner foreign exchange adjustment from transactions
Share-based payment costs

Product development assets

Inventones

Trade and other recevables

Trede and other habilites

Retirernent benefit obligations

Provisions for olker liab:ities and charges
Net cash generated from operations
Diadends from joint ventures end assoclotes
Purchase of property, plant and equipment
Addrtion of new right-of-use lease assers
Purchase of intangible asscts

Ne: disposal of nght-of-use lease assetsincluding transfers 1o/from investment in finance lease
recevable

Net costs paid for major restructuring
Operating cash flow

Operaung tax pad

Net operating finance costs paid

Operating free cash flow

Non-operaung tax (pady/received

NeL costs paid for major resiructunng

Free cash flow

Dividends paid including to non-contralling interests)
Net movement of funds from operations
Acquisitions and disposals

Disposal of lease habilities

Loans repaid

New equity

Buyback of equity

Purchase of treasury shares

Other movernents on finanaisl instruments
Net movernent of funds

Exchange movernents on net gebt
Movement in net debt

Openng net debt

Closing net debt

[N

10
"
i1

12

26

2021
160

(3
241
50
117
26

(n

(61)

28
(8)

22
(71}

37

14
570

(64)
(30)
(112)

24
388
(60)
(54)
274
(117}
(24)
133
(149)
(16)
62
67

(16)
20
123
(10)
113
{463)
{350)

Pl

125
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Net cash generated fram operauons is translaied at an exchange rate approximaung the rate at the date of cash flow. The difference
between this rate and the average rate used 1o iranslate profit gives nse to & currency adjustment in the reconcliation becween et profit and
net cash generated from oper ations. This adjusiment reflects the tming afference Hetween recognition of profi ana the related cash

Feceis or payrments

Operating cash flow, operating free cash flow and totai free cash flow are non-GAAPR (non-statutory) measures and have been disciosed and
reconciled i the above table as they are commonty used by Investors to measure the cash performance of the Group in the cash flow
statemeny, proceeds from sale of praperty, plant and equipment comprise:

All“igures im £ mlhens

Net book amount

Logs on sale of property, plant and eguipment

Proceeds from sale of property, plant and equipment

The moverments 111 the Group's current and no

Al figures, 22w llery 220

Financial liahilities

Non-current borrowings 1458
Current borrowings 248
Totat 1,706

r-current borrowings are as follows:

2029 o
4 Z
“) (2)

reert t inaneng Lesh
et o TSR TS T OwerTants i
{36} (160} - 3 (20} 1,245
{1} 160 {255) (4) g 157
=7 - {255) My 1402

Non-current borrowings incude bonds, dervative financial instruments and leases, Current borrowings include lcars repayable within ane
year, dervarve financial nstruments and leases, but exclude overdrafts classified within cash and cash equivalents

34. Contingencies and commitments

B Key judgements

- The apphcation af tax legislatian in relation to provisions
for uncertain tax positions.

Key areas of esumauon

- The level of provisions required in relation to uncertam
tax positions is complex and each matter 15 separately
assessed, The estimation of future settdement amounts 15
based on a number of factors including the status of the
unresolved matter, clarity of iegislation, range of possible
outcornes and the statute of mitations,

There are conungant Group habilives that arise ini the normal
course of business in respect of Indemnities, warranties and
guarantees i relation 10 forrmer suosicianes and in respect of
guarantees in relation 1 subsidiaries, joint ventures and assocates
In aaditon, there are contngent habilies of the Group in respect of
unsetiled or dispuied tax habihtes, legal clams, contract dispuies,
royaltes, copyright fees, permissions and other rights None of
these claims are expected Lo resuitin 8 material gan or 1055 1.0 the
Group.

On 28 April 2019, the Europesn Commission published the full
decisior that the United Kingaom controlled foreign company
group hnancng partal exemprion (FCPE) partiatly consitures State
Aid The Group has lodged an appes!l. The Group has benefited
from the FCPE in 2018 and pnior years by approximately £116m

fwhich does not include any addnional interest that would be due [
the appeal is lost) In February 2021, the Group receivea Charging
Nolices requiring & payment on account of materaily alf of the
alleged State Aid to be made Payments totaling £705m
{comprising tax and interest) were made curing 2021 and the
Group expects 10 recover the funds n due course, The Group
canunues 1 be of the wiew that no provision s required in respect
of this 1ssue

The Group 1s under assessment from the tax authorities in Brazit
challenging the deduction for tax purposes of goodwill amortisation
for the years 2012 to 2017 Similar assessments may be raised for
other years Potentral total exposure {including possible interast
and penalves) could be up ro BRL 1.0789m (£143m) up to 31
December 2021, with addimonal potenual exposure of BRL 98m
{£13mjin relahon 1o deductions expected to be taken in future
penaods, Such assessments are commaonan Braz The Group
telieves that the Ikelbhood that the tax authonbes will ulnmarely
prevalis low and that the Group's position 1s strang At present, the
Group believes ng pravision 1s reguired

AU Re paltance shee! date there were ng comrmuments for capital

cxpenditure contracted for But not yer incurred Commirments in
respect of leases are shown In note 35
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35. Leases

The Group's lease portfolo consists of anproximately 730 praperty leases. mainly offices and tesi centres, together with a number of vehicle
and equinment leases, 1he Group has electeo net to recogrise right-of-use assets and lease liabilmes for stort-term leases thar have a lease
term af 12 months or less and leases of low-value assets. Tne Group recogrises the lease payments assocated with these leases as an
expense on a straight-ine basts over the lease term.

As a lessee:

The amounts recagn.sed in the ncame stalement are as follows:

5\’”[‘1-;’&;'1; r*-\ll\m‘;_ T T B - T Nese ;0; - 2320
Interest on lease habiines {27) 41
Expenses relaurg to short-term leases - (1
Depreziaton of rphi-of-use assels 10 (49) (aRY
Impairment of nght-of-use assets s a1 _#

Lease [abilties are included within financial habilities - borrowings i the balance sheet, sec note 18 The matuntes of frie Group's lease
haoiiues are as follows

Al figures 19 £ rullioes 2021 022
Less than one year 92 100
Ore 1o five years 318 333
Mare tnan five years 394 441
Total undiscounted lease liabilities 804 B/4
Lease liabilities included in the balance sheet 633 683
Analysed as.

Current 68 73
Non-current ) 565 610

In addinion 1o the above, there are current lease liabilities o) £nit {2020° £3m) and non-current lease abililies of £r1] (2020° £66m) classified as
heid for saie (see note 32).

The smounts recognised in the cash flow statemert are as follows:

Alfiasresim L llors 2021 2020
Toral cash ouiflow for leases as a lessee 115 133

At the balance sheet date commitments for capital leases contracted for but not yet ncurred were £3m (2020 £3m). Extension and
lerminazicn options and vanable lease payments are not significant within the {ease portfolio Short-term leases 1o which the Group is
committed at the balance sheet date are similar to the pertfolic of short-term leases to which the short-term lease expense is disclosed
above.

As alessor:
In the event that the Group has excess capadity In s leased offices and warehouses, the Group subleases some of 1ts properties under
operating and finance leases

The amounts recogniseo in the INcome statement are as follows:

Al figures 1m £ millions 2021 2T
Interest on lease recewables 6 9
Income from subleasing right-of-use assets {(within other income) 2 7

The amounts recognised in the cash flow statement are as follows'

Al frgaeesin Lmilhons 2021 2000
Total cash inflow for leases as a lessor 27 50
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The following table sets out the maturity analys's of legse payments recevable lor subleases classified as operating leases, showng ihe
undiscounied lease payments 1o be recetved after the reporting date, and subleases dassihied as fimante leases showing the undstounted
lease payments o be recewed after the reporting date and the netinvesimeant in the finance lease recerable. Dunng the year the investment
in finance lease recevable decreased by £15m (2020 decrcased £66m), primarily due to payrments received

Operating Finance 2021 Les
Al fguresin 2 rull o leases leases Total “cil
Less than one year 1 20 21 24
Ore to two years - 18 18 24
Two to three years 1 19 20 18
Three o four years 2 19 21 I
Four to five years 1 19 20 18
More than five years 2 39 41 56
Total undiscounted lease payments recenable 7 134 141 158
Unearned finance mcome 4l
Net investrnent n finante ease recoivable M5

36. Related party transactions

loint ventures and associates

In 2071, the Group scquired & 40% interest in Academy of Pop and 15 accounting for the investment as an assocate. AL 37 December 2021,
the Group had a current hability payable (o Academy of Pop of £7m whicn relates (o the Group’s iniual capital contnbution that has not yet
been pard. This balance s expected ta be paid n the first half of 2022

In 2020, the Group disposed of its interests in Penguin Randorm House and therefore Penguin Random House 15 no longer a related party
Prior to the completion of the sale of Penguin Random House, the Group recened avidends of £1m and repaid ioars to Penguin Random
House at the point of disposal.

Key management personnel

Key management persannel are deemed to be the members of the Pearson Executive Management team (see pages R0-87) ltisthis
committee which had respansibility for planning, directng and contraling the actiones of the Group in 2021, Key management personrel
compensation Is disclosed below:

Alfguresy £ miliery 202 paerin
Short-term employee benefits 6 6
Retrement benefits 1 1
Share-based payment costs 8 ]
Total 5 13

There were no olher marenal related party trarsacucns. No guarantees have been orovided Lo related parues

37. Events after the balance sheet date

Cn 28 January 2022, the Group acguired 100% of the share capal in Credly Inc. havng prewovcshy held a 19 3% interest in the company
Total consigerauon is ¢$200m comprising upiromn: casn consideration of c$142m, Pearsar's ex'sting interest valued at 342m and ¢$16m of
deferred consideraton, Met assets acquired vadl mainty caomprize of acquires 'miangible assers The full acquisinen accounung disclosures
have nol been prowded as the valuation of acquired intangibles has not yer been completed

In january 2022, the Group recerved $117mn relation to fult and final payment of the remaining receivable nzlance which arose on the
drsposat of the US K-12 businessin 2619

In Fepruary 2022. the Group renegpuiated its revolving credii facility. extending the maturity of $1bn of the facility by one vear 1o 2026.

On 24 February 2022, the Board spproved a £250m share buyback programme in order 10 returr capital 1o shareholders, The programme
will commence in 2022
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38. Accounts and audit exemptions

The Pearsan ple subsidhary companies hsted below are exempt from the reguirements of the Companies Act 2006 relating to the audit at

ndre.dual financial statements by virtue of section 479A

Aldwrych Minance Limiled

Edexcel Limited

Education Development Internatonal ple
Longman Group (Overseas Holdings) Limited
Major123 Limiceg

Pearson Australia Fnance Unlimited
Pearsor Boaoks Cimired

Pearson Brazil Finance Limred

Pearson Canada Finance Jnlimited
Pearscn Dollar Fnance ple

Pearson Dollar Finance Two Lirmited
Pearson Educaton Heldings Limiteo
Pearson Educaton Invesiments Limited
Fearson Fducauon Limited

Pearson Funding Four Limited

Pearson International Finance Limited
Pearsor Loan Finance No. 3 Limited

LSy ruriDe”

(04720439
04£96750
03914767
Q0680236
05333023
05578463
02512075
0BB48874
05573491
05111013
06507766
00270855
08444933
CC872828
7970304
02496206
05052661

Searson Lean Firance No. 4 Limited
Pearsan Loan finance No. 5 Lirnited
Fearson Loan Finance No 6 Limited
Fegrson Loan Ainance Unlimited

Pearson Managemenl Services Lim:led
Pearson Overseas Holdings Limited
Pearsan Pension Trusiee Services Limited
Pearsan Professional Assessments Limted
Pearson Strand Lirited

Pearson Real Estate Holdings Limited
Pearson Sensces Lirited

Pearsor Shared Services Limited

Pearscr Strand Finance Limited

PVYNT Limited

T Catalis Lirmited

TQ Clapham Limited

TQ Global Limited
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12017257
12030662
05144467
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10803853
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04623186
11091691
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07307543
07307525
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Company balance sheet

As at 37 Decernber 2021

Al Rres 1t gy

Assets

Non-current assets
{nyestments in subsidianes
Aroumts due from subaid.anes
Deferred income [ax 3ssets

Financial assets - derivative financial instruments

Current assets

Arnounts due frem subsidianes

Current Incame tax gssets

Casnh and cash equivalents (erchuding overdralts)
Financat assels - derwative financat mstrumenis
Qther gssets

Total assets

Liabilities

MNon-current liabilities
Arourts dug o SuUDsIdares

Financal habimes - dervative firsnoal instruments

Current liabilities
Armounts due (o subsidiaries
Qther habilities

Finanzal hatiliies - aerwative iinancal instruments

Total liabilities

Net assets

Equity

Share capital

Share premium

Treasury shares

Capital redemprion reserve
Specst reserve

Retained earnings - Including pro®t for the year of £27m (2020, loss of £95m)
Total equity attributable to equity holders of the company

U1

3
7

5,632
2,387
27
30
9,076

548

310

869
9,945

(3.605)
(30}
{3.635}

(1,853)
(1}
(4}
(1,858)
{5,493)
4,452

189
2,626
(12}
18
447
1,184
4,452

6614
2164

45
8,839

676

{4.102)
(40)
{4,544)

11.352)
1)
(2}
95
39)
6

{
5
4

p)\
[

n

188

2620
7

These financial statements have been approved ferissue oy the Board of Drectors on & Marcn 2622 and signed on its behalf by

Sally johnson
Chief Financial Officer
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Company statement of changes in equity

Year ended 31 Decemnber 2021

EqQuiy allnnuacke 1o equily nolde

P LDy
T T e
LT Share regemplen Specal Retaned
Alngoeesie oo llors zap el Erarmr reaser, shates FORMTLE TEEE e eANTES lousl
ALT January 2021 188 2,620 (7) 18 447 1,290 4,556
Frofit for the year - - - - - 27 27
Equiy-settled transactions - - - - - 28 28
Issue of crdinary shares under share option
schemes’ 1 6 {1} - - - 6
Purchase of treasury shares - - (16) - - - (16)
Release of treasury shares - - 12 - - {12) -
Divdends - - - - - (149) {149)
At 31 December 2021 189 2,626 (12) 18 447 1,184 4,452
) - T T Lqu-'.yallvngzgclglgffl1tj ty nolaers o1 the ccrmparty
- o Tan el T
rars Lnae roedernT on Relared
Alfigrresin 2 mllons faraTali promiey Trodsun, shales [t £AHIES 13151
ALT fanuary 2020 195 2,614 21 I 1,656 4,944
Loss for the year - - - - - (95) 95)
Equity-settled transactions - - - - - 29 29
Issue of ardirary shares urder share oprion
schernes! - 6 - - - - 5]
Buyback of equity (73 - - / - {176 . 76)
Purchase of treasury shares - - o) - - - (6}
Release of treasury shares - - 23 - - (73) -
Transfer of contr butions from subsidiarnies - - (45) - - 45 -
Oradends - - - - - (148) 1146)
At 31 December 2020 188 2,620 {7) 18 447 1,290 4,556

The capnal redempuon reserve reflects the nominal value of shares cancelled in the Group's share buyback programme. The special reserve

represents the cumulanive effect of cancellsnion of the company's share premium account.

© Full details of the share-based payment plans are disciosed n nate 26 1o the cznsolinaled f narcial statements,
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Company cash flow statement

Year ended 31 December 2027

Al Ceures e Lmiars

Cash flows from operating activities

Net profit/(loss)

Adjustments for:

Income 1ax

Net finance costs

Share-based payment costs

Amounts due {(foifrom subsidianies

Net cash (used in)/generated from operations
Interest paid

Tax receved

Net cash generated from/{used in} operating activities
Cash flows from investing activities

Loans repaid by related parties

Net cash generated from investing activities

Cash fiows from financing activities

Proceeds from issue of ordinary shares

Buyback of equity

Purchase of treasury shares

Repayment of porrowings

Dividends paid to company's sharehpiders

Net cash used in financing activities

Effects of exchange rate cnanges on cesh and cash equivalents
Net {decrease)increase in cash and cash equivalents

Cash and cash eguivalents at begmning of year
Cash and cash equivalents at end of year

©
41
28
(93

(6)
(66)

(72

(20)
95
9
1,061
1,070

(56)
15
1,029

=
—_ =d
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]
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Financial statements

Notes to the company financial

statements

1. Accounting policies
The finannial statemenrts on pages 211-227 compnse the separate
financial statements of Pearson plc.

As permired by section 408 of the Companies Act 2006, the
cansolidaled ‘income siatement ano statement of comprehersive
icome have not been presented

The company has no employees (2020 mil).

Tme basis of preparation and accounting policies applied in the
preparancn of these company financial statements are the same
as those set out iIm note 1a Lo the consolidated financial statements
wirth the addrion of the following

Investments

Investments in subsiaianes are stated at cost fess prowsion for
impairment, with the exceptior of conain hedged investments that
are held m a foreign currency and revatued at each balance sheet
date.

2. Investments in subsidiaries

;\\;\SJEE i £ it ore

A beginning of year
Currengy revaluations
At end of year

Lendng to/from subsidiaries is considered Lo be an operaung
activity and any movemnents are classified as cash flows from
operating acuvities In the cash iow statemrent.

Amounts owed by subsidiaries

Amounts cwed by subsidiarics generally mature wathiun five years,
nir ran be called upan on short nouce, or are repayable on
demand Amourts owed by subsidhanies are classificd as currenoif
they mature within one year of tne balance sheet date or If the
company Interds (o call the loan within one year of the nalance
sheel date. All other amounts are classified as non-current The
company has assessed and concludea that thesc loans will be fuily
recovered. Therefore credit Iosses are considered to be immaterial

New accounting standards
No new standards were adeored in 2021,

Anurmber oF other new pronouncements are effective from 1
1anusry 2021 but they go not hiave 8 materal impact on the
corpany financ.al statements,

2021 Py
6,619 6,664
13 (45)
6,632 5,615

There were no impairments in 2021 or 2020

The recoverability of investmen:s s lested annually for impairment
Ir 3ccordance with 1AS 36 Imparment of Assets' The carrying value
1s compared (o the asset’s recoverable amount which is generally
assessed on avalue Inuse basis. Significant estmation s required
1o determine Lhe recoverable amount The value in use of the
assets |5 calculated using a discounted cash flow metnodology
using financial information related to the subsidiaries including cash
flow progections in conuncuon with the goodwill impairment
analysis performed by the Group. The key assumpuans used in the
cash flow projectons are discount rates, perpeturty growth rates,
Torecast sales growth rates and forecast operating profils. See

note 1 of the consolidated financal statements for further details.
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3. Financial risk management

Tne compamy's financial Nstruments comprise 3mMounts due to/
from subsidiary undertakings, cash and cash equivalents, derivative
financ.al instruments and current borrowings Dervative financial
nstruments ave held at farr value, with all other financial
mnstruments held at amortised cost, which approximates fair value
The company's approach to the management of financial risks 1s
consistent with the Group's treasury pahcy, as discussed in niote 19
to the consclidated financial statements. The company believes the
value of its financial assets o be fully recoverable.

The carryng value of the company's financial instruments s
expcsed Lo movements in interest rates and foreign currency
exchange rates (primarily LIS dollars), The company osbmates that a
1% increase in interest rates would resultin @ L6m increase {2020:
£17m increase) in the carrying value of its financial instruments,
wiih a 1% decrease in interest rates resulting n a £6m decrease
(2020: £19m decrease) in their carrying value. The company also
estimates that a ~ 0% strengthening in sterling would decrease the
carrying value of ts finanual mstruments by £117m (2020: £123m),
while a 10% weakenmg in the value of sterling would increase the
carrying value by £139m (2020 £145m). These increases and
decresses in carrying value would be recorded through the income
statement Sensitivties are calculated using estimation technigues
such as discaunted cash flow and option valuation maodels, Where
modelling an interest rate decrease of 1% led 10 negative mterest
rates, these points on the yield curve were adjusted to 0%



The following table aralyses the company/s dervalive assels and iiabilues into relevant maturity groupings based or the remaining perrod
at the balance sheet dafe 1o the contractual matunty date The amounts disclosed 1n the table are the conrractugl unascounted cash flows
tnchuding interest) and as such may differ from ihe amounts disclosed on the balance sheet.

Al sed T, maturi

Creaeitmay Laes {7an
creronth a7y ear bar
ard less than Iegy than
Allf gures e Zeallrs g prers
At 31 December 2021
Rate dervatives - inflows (7 (331)
Rate derivatives — outflows 12 339
FX ferwards — inflows (148) -
FX forwards - ouvtflows 148 ~
Total 5 8
At 31 December 2020
Rate derivatives - inflows (186) {350)
Rate dervatves - outflows 180 350
F¥ forwards — nflows (68} -
EX forwards ~ outfiows 63 -
Total R ! -

All cash flow projections shown above are on an undiscounted
basis. Any cash flows based on 3 fioating rate are calculated using
nterest rates as set &t the date of the last rate reset. Where this s
not pessible, floaling rates are based on interest rates prevarling at
31 December i the relevant year. All derivative amoLnts are shown
gross, although the company net settles these amounts wherever
possible.

Fair value hedge accounting

A foresgn currency exposure anses from foreign exchange
fluctuanons on translation of the company's IMVestiments in
subsidianes denominated 'n USD intg GBP. The hedged risk s the
rsk of changes in the GBP.USD spotl rate that will resuir in changes
In the value of the JSD investmenis wher translated inta GEP. The
hedged items are 8 poruon of the company’s equity Investment in
subsidiaries denomingted m USD The nadging instruments are 2
porton of the company's intercompany loans due from subsidiaries
willch are deriorminated in USD.

It 15 expected that the change in value of each of these tems will
mirror each other as there 1$ a cear and direct econom ¢

4. Cash and cash equivalents (excluding overdrafts)

Al “gures - Zrdlors

Cash at bank and in hand

Theears

__________ Aot o Tty

o° nite Toral w50 LB nner st
0 (338) 9 (150) {179) (338)

4 355 203 150 2 355
- (148) - (148) - {148)

- 148 20 - 58 148
4 LA S G ) BN e 1) N VA
M (537) (12; (352} (373) (537}
12 542 200 330 3 542
- {68 - (68 - (68

- 68 36 - 22 &8

i 5 233 110 (338) _ 5

relavonshin between the hedge and the hegged tern .n the hedge
relatiorship The hedge reno s 100% Hedge ineffectiveness would
anse 'f the value of the kedged items fell below the value of the
hedging instruments, hbowever, thisis unlikely as the value of the
compary's investments denominated in USED 15 sigrificantly greater
thar the preposed fair value hedge programme

The value of the hedged items and the hedging nstruments is
£1.3bn {2020. £1.3bn) and the change in value during the year
which was used [0 gssess hedge ineffectiveness wes £13m (2020
£45m). There was no hedge inelfectiveness

Credit risk management

The compzny's main exposdre to credil risk relates tc lending to
subsidiaries Amounts due from subsidiaries are stated net of
provistons for bad and doubtful debrs The credit risk of each
subsidiary s influenced by the industry and country in which
they operate. tiowever, the company considers the credit nsk of
subsidiaries 1o be low as L has vistbilly of, and the ability 1o
influcnce, their ash fiows.

2021 paovis
310 541
310 5417

Arthe end of 2021, the currency split of cash and cash equivalents was LS dollar 6% (2020 27 %), sterling 32% (2020 76%) and other 2%

(2020 3%).

Cash and cash equivalents have fair values that approximate therr carrying amoants Jue e thelr short-term nature Cash and cash
equnalents include the following for the purpose of the cash flow statement

&l gures < £ millars
Cashk and cash eguivalents
Bank overdrafts

2021
310 541
310 541
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Financial statements

Notes to the company financial statements continued

5. Derivative financial instruments

The company's outstanding derivative financal instruments are as follows

Allfigoree 1ia £ millons

Interest rdle derivatives

Cross-currency rate dervatives

FX dernatives

Total

Analysed as expiring:

I less than one year

Later than one year and not later than five years
Later than five years

Total

2021
G_ros_s n_otional T {3105 oo al
amounts Assets Liabilities AP L
385 5 (9) 904
33 24 (21) 516
430 3 (4) 554
1,146 32 (34) 1,974
393 2 (4) 1,238
679 30 (26) 663
74 - (4} 73
_ 1146 32 (24) 1,974

63

The carrying value of the above dervatve financisl Instruments equals therr fair velue. Dervatives are categonsed as level 2 on the fair value
hierarchy. Fair values are determined by using market data and tne use of established estimation techmigues such as discounted cash flow

and oprion valugtion modeis.

6. Share capital and share premium

ALT January 2020

Issue of ordinary shares - sharc option schernes
Furchkase of own shares

At 31 December 2020

Issue of ordnary shares - share opuon schemes
Purchase of cwn shares

At 31 December 2021

U5 ds
782.099
1,236
(30.077)
753,258
3,544

756,802

W are
preriun”
£

2614

2,626

The ordinary shares have a par value of 25p per share (2020 25p per share), All issued shares are fully paid. All sharehclders are ertitled 1o
receve dividends and vote at general meetings of the company. All shares have the same nights.

Or 24 February 2022, the Board spproved a £350m share ouyback programme in o-der 1o return capnal to shareholders The programme

will commence In 2022 "he shares bought back will be cancelled and the nomenal value of the shares will be transferred te the capital

redemption reserve. In 2020, approximately 30m shares were hought back and cancelled at @ cost of £176m The nominal value of these
shares, £/mwas transferred 1o the capital redempuion reserve,

216 | Pearson plc | Annual report and accounts 2027



7. Treasury shares

A1 january 2020

Purchase of treasury shares
Release of treasury shares
Transfer of contnbutiens (rorm subsidiaries
At 31 December 2020
Furchase of treasury shares
Newly issued treasury shares
Release of treasury shares
At 31 December 2021

903 7

2,158 16
2,500 1
{3.990) (12)
1,57 12

The company holds 11s own shares in trust 1o szusfy its abligahons under its resincted share plans These shares are treared as treasury

shares fof accounung purposes and have a par value of 25¢ per share.

The nominai value of the company's treasury shares ameunts (o £3.4m (2020, £0.2m). Divdends an treasury shares are walved

At 31 Dacernber 2021, the marker value of the rompary's treasury shares was £6m (2020, £6m) The grass bock value of the shares at
31 December 2021 smoumts to £12m (2020 £7m). In 2020, hustorical contributions of £45m recerved from operating companies have been

transterred from the treasury shares reserve (o retained earnings.

8. Contingeacies

There are contingent babilities thar arise 11 the normal course af
business in respect of indemnilies, warranties and guarantees in
relation to former subsidiarics and in respect of guarantces In
refation 1o subsidiares tn addiion, there are conungent habibhues in
respect of legal claims Nane of these clarms are expected ta rosult
N a matenal gain or loss 1o the company.

9. Audit fees
Statutory audit fees refating to the company were £35,500
(2020 435000

10. Related party transactions

Subsidiaries

The company transacts and has outstending balances witn its
subsichanies Amounts due from subsidianies and amounts due to
subsidianes are disclosed on the face of the compary balance
sheet

These foans are generally unsecured and intercstis cak vlated
based on market rates The company has nterest payable to
supsithares for the year of £97m (2020 £97m) and interest and
guarantee fees recewatle fram subsidianes Tor the year of £32m
(2020 £46m) Management fees payable 1o subsidianes 1N respect
of centrally provided services amounted to £17m (2020 £217m),
Management fees recevable from sabsidiaries in respect of
centrally prowded seraces armnounted Lo £30m (202C. £371m),
Dradends received from subsidiarics were £72rm (2020: £nil)

Associates

There were no relaled party ransactions with associates in 2021 In
aprid 2020, the amounts outstanding with Penguin Random House,
a previous assoclate of tne Group. were repaid at the paint of
disposal of aur Investment

Key management personnel
Key management personnel are deemed (o te the members of the
Pearson Exetutive Management (eam

1t1§ this commitree which had responsbiity for planning, directing
and controling the actrates of the company i 2027 Key
management personnel compensanor s disclesed in note 36 (G
tne consohdated financal statements
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Financial statements

Notes to the company financial statements continued

11. Group companies
In accordance with sectian 409 of the Comparies Act 2006 a full list of subsidianes, partinerships, associates, joint venuures and jont
arrangements, the country of Incorporation, the registered address and the effective percentage of equity owned, as at 31 Necember 2027,
1s aisciosed below Unless otherwise stated, the shares are all Indirectly held by Pearson plc Unless atherwise stated. all wholly-owned ard
partly-owned subs aiaries are ncludes
using the equity method of accounung
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Financial statements

Notes to the company financial statements corttined

11. Group companies continued

Subsidiary addresses
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Other information

Five-year summary

Allfizsroe s mellgns 301
Sales: By operating segment

Assessment & Qualfications

Virtual Learming

English Language Learning

Workforce Skills

Figher Educat:on

Strategic Rev.ew®

Total sales 4,513
Adjusted operating profit: By operating segment

Assessment & Qualficanons

Virtual Learming

Englsk Language Learning

Workfarce Skilks,

Higher Education

Stralegic Review®

Penguin Random House

Total adjusted operating profit 576
All figaras i i o - - - e
Operating margin - continuing 12.8%
Adjusted earnings

Total adjusted operating profit 576
Net finance cosrs (79)
Income tax (55)
MNon-controlling interest {2}
Adjusted earnings 440
Weighted average number of shares (milllons) 8134
Adjusted earnings per share 54.°p

1,190
521
370
174

1,195
739

1129

7781
70.3p

7770
57.8p

2021

1,204
713
238
172
849
252

3,428

216

385
(57)
(64)

(M
263

754.1

349p

Prior periods have not been restated 1o reflect the edoption of IFRS 15 and IFRS @1in 2018 and IFRS 1610 2079,

Sales for periods prior to 2018 and adjusted operatng profit for periads prior to 2020 have not been restated to refiect the new organisation

structure given the passage of tme.

* ncludes LS w12 courseware in 2018 and 2079 up ot | date of disposal
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Al igures e f mliers

Cash flow

Operaung ¢ash flow

Cperating cash conversion
Operaung free cash flow
Operatng free cash flow per share
Free cash flow

free cash flow per share
her assels
Net debt

Return on invested capital
Total adjusted operatng profit
Operaling tax pawd

Return

Gross basis:

Average invested capiial
Return or invested capnal
Net basis:

Average invested capital

Returr: oninvested capital

Drvidend per share

669 513 478 315 388
116% 949, 72% 101% 101%
535 L48 345 255 274
64.5p 57.6p 444p 338p 36.3p
227 4/3 213 225 133
2758p 60.8p 27.4p 303p 17.6p
4,021 4,525 4,323 4134 4,280
432 143 1,076 463 350
576 546 581 313 385
(75) (43 (9 (10} (60)
501 503 572 303 325
71,568 10672 11096 10,625 9,857
4 3% 4.7% 5 2% 2 9% 3.3%
81206 7542 8,057 7,708 7,161
62% 6.7% 71% 3.9% 4.5%
17.0p 185p 1950 1950 20.5p
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Other information

Financial key performance indicators

The following tables and narrative prowide lurther analysis of the financial key performance indicalors which are cescrnibed in the finanaa!
review of the annual report on pages 55-59, shown within the key performance indicators on page 27 of the annual report and shown in
notes 2 and 8 of the notes to the consolicatea Nnancial statements

Adjusted performance measures

The ennual report and accounts reports results and performance on a headline basis whith compares the reporied results both ona
slatutory and en a nan-GAAP (non-statuiory} basis. The Group's adjusted performance measures are non-GAAP (non-staiutory) financial
mcasures and are also nduded inthe anrual report as they are key financal measures uscd by management 1¢ evaluate performance, The
measures alsa enable investers to more easily. and consistently, track the underlying operational performance of the Group and its bLsiness
segrments Oy separating oui those qems of income and expenditure relating to acquistion and disposal Trensacians, major restructuring
programmes and certain other items that are also not representative of underlying performance.

The Group's definition of adjusted performance measures may not be comparable to other similarly utled measures reparted by other
companies A reconciliation of the adjusted measures 1o therr correspanding statutory measures s shown below

Sales

Underlying sales movements exclude the effect of exchange, the impact of portfolic changes ansing from acguisitions and disposals and the
impact. of agopung new accounting standards that are not retrospectively applied Portfolio changes are calculated by taking account of the
addiionat sales (at constant excnange rates) frorm acguisiions made 10 bath the current year and the prior year ror acguisiions made in the
prior year, the additional sales excluded 1s calculaied as the sales maoe in the period of the current year that corresponds 1o the pre-
acqursition pericd in the prior year Sales mace by businesses disposed in either the current year or the prior year are also excluged
Constant exchange rates are calculated by assuming the average exchange rates in the prior year prevaited throughout the current year
These non-GAAP measures enable management and investors to track mere easily, and consistently. the underlying sales performance of
the Group

Assesureat & vl Lr:;:g‘;:[ v dorce bigner Straogic

Allfigores i £ alions Coalics ons _earng _esraing s Foucator Qe Tonat

Staturory sales 2021 1,204 713 238 172 249 252 3,428

Statutory sales 2620 1,082 652 218 163 556 286 3,397

Statutory sales increase/(decrease) 122 21 20 9 a7y {34 31

Comprising;

Underlying increase/(decrease) 192 74 36 ~0 (>0} 2 264
Partfohc changes i - - 1 - {29} (27)
Exchange differences [71) 153) (16 2 (57} ] (206)
Statutory sales increase/(decrease) 122 21 20 g (107) {34) 31

Statutery Increase/(decrease) 1% 3% G% 6% (11% (12)% 1%

Constant exchange rate increase/{decrease) 8% 1% 7% 7% (5)% 9% 7%

Underlying :ncrease/(decrease) 18% T1% 17% 6% 1=)% 1% 8%
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Adjusted operating profit

Adusted operating profit excludes the cost of major restructunng: other net gans and losses on the sale or tlosure of subsidianes, joint
ventures, assatates and other financal assets. and intanglible charges, including wnpatrenent, relanng only 1o goodwill and intangible assets
acquired through business combinatons or relsing 1o assocates Other net gains and losses also inchudes costs related to busness dasures
and acquisiions Further details are given below under ‘Adjusted earnings per share’ Underlying adiusted operating profit movements
exclide the effect of exchange, the impact of portfolio changes ansing from acauistuons and disposals and the impact of adapting new
accounung standards that are not retrospeciively apphed. Portiolio changes are calculsted by takmg account of the addinonal contribution (&t
constant exchange rates} from acquisihons made m both the current year and the prior year.

For acquisiuons madea in the prior year the adduonal connboticn excluded s calculates as the operating profa made i1 the penod of the
current year that correspands 1o the pre-acasioion penad e the prior year. Operanng profit made by businesses disposed in either the
current year or the prior year 15 also excluded. Constant exchange rates are calculaled by assuming the average exchange rates in the prar
year prevailed throughout rhe current year. This non-GAAP measure enables management and Investors ¢ track more easily, and
consistently, the undertang operating profit performance of the Group

aflfgures o 2 milhers

Cperarting profit

Cost of major restructunng 214 -
Other net gains and lasses {63} {178)
miangible charges 51 30
Adjusted operating profit - - e 385 313

Astessmer] & wiriel workior e righer
All fgrres v [ mllons Cyual’cacons Learnrg arci g Swetlts Zau.enign Tl
Adjusted operating profit
increase/(decrease) &g 3 T4 1 20) 6 1 72
Comprising:
Jnderlying increasc/{decrease) a7 R 6 2 (i 4) 4 - 103
Portfahe chenges (i) - - (i) - 2 {1 i
Exchange differences (17) ) 2 - {5) - - (30
Adjusted operating profit (20}
increase/{decrease) &9 3 14 1 & M 72
Constant exchange rate increasc/
{decrease) 59% 28% T,000% A% {157 38% {1000 33%
Underlying increass/{decrease) 59% 28% 1,600% 8% {15)% 27% - 33%

Adjusted earnings per share

Adjusted earmings includes adjusted operaung prefit and adjusted fnance and tax charges Adjusted earnings 15 included as a non-GAAR
measure as 1 1s used by management To evalyale performance and by investors to more gasily, aiid consistently, track the underlying
cperauonat performance of the Group over ure Adjusied earmings per snare s calculaled as adjusled earmings divioed by the weighted
average number of shares wiissue on an undiuted bas's.

The following items are excluoed from agjusted earnings

Cost of mgior restructuning —in March 2021, the Group announced a restructuring programme 1o run primarily in 2021 The programme
includes the reorganisancn of the Group intc five global business divisions ang the simplificancn of the Group's property partfolio to drive
significant cost savings The costs of this restructunng programme are significant encugh 1o exdude rom ine adjusied operating profi
measure so as 10 better highlint the underlying performance (see Note £,

Other net gains and losses - These represent profis and l0sses or the sale of subsidiares, |oint ventures. assacates and ather financal
assets and are excluded from adjusted earmings as they distort the perfarmance of the Group as reported or: a SLattory basis

Intangible charges - These represent charges in respect of intangible assets acquired thro.gh business combrnancns or relatng to

assocates These charges are excluned as they refler Last atquisiion activily and do niot necessarly reflect the current year performance of
e Group
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Other information

Financial key performance indicators continued

Otker net finance income/cests - These include finance costs in respect of retrement benefits. finance costs of deferred consideration and
foreign exchange and other gaims and losses. Fimance income relating to retirement benefits 15 excluded as mansgement does not beheve
that the consolidaled iIncome statement presentation urder 1A5 73 reflects the econormic subsiance of the underiyng assets and fiabilities.
Finance costs relanng to acquisimon fransacuons are excluded as these relate to future earn-outs or acquismon expenses and are not part of
tne undertying financing Foreigr exchange and cther gains and losses are excluded as they represent short-term fuctuations in market value
and are subyecs to significant volat ity Other gains and losses may not be realised in due course as 115 normally the intention 1o hold the
relaled instruments Lo matdriy

Tax - Tax on the above items 1s excluded from adjusted earnings Where relevant the Group also excludes the benefiz from recegrising
previously unrecogrised pre-acguisitior and capital losses. The tax beneiit from tax deductible goadwill and intangibles 's added to the
adjusted income tax charge as this benefit more accurately aligns the adjusted tax charge with the expecied rate of cash tax nayments.

In addimion, ore off rems such as the iImpact of the UK tax rate change and changes e lacal tax law have been excluded,

Al hguos it § e llors 2021
Profii for the year 160 310
Non-contralling interest {m -
Cost of major restructuring 214 -
Cther net gains and losses {63) (178}
Intangible charges 51 50
Other ne: finance income (31 (4]
Tax (67) 9
Adjusted earnings 263 217
Wenghred average number of shares (millions) 754.1 7554
Adjusted earnings per share o 34.9p 287p

Return on invested capital

Return on investes capital {(ROICHis included as a non-GAAP measure as itis used by management ro help intorm capital allocation decisions
within the business. ROIC 1s celculated &s adiusted operating profit less operating cash tax pad expressed as a percentage of average
invested caprtal. Invested capital includes the oniginal unamortisec goodwill and intangibles. Average values for total mvested capital are
calculated as the average monthly balance for the year. ROIC is also presented on a net basis after removing impaired goodwill from the
invested capital balance. The net approach assumes that gooawll which has been impaired ss treated cons'stently to goodwill dispased as i 1s
no longer being used ta generate returns

2021 2040 2021 2020

All frgores 11 £ Pulians Gross Gross Net Met
Adjusted operaung profit 385 313 385 313
Operaung tax paid {60) ey (60) (e
Return 325 303 325 303
Awverage goadwill 5,758 6,195 3,063 3282
Average other non-current intangibies 1,970 2,186 1,970 2186
Average intangible assets - product develepment 892 ach 892 906
Average tangible fixed assets and working capttal 1,237 1,334 1,237 1334
Average invested capital 9,857 16625 7.162 7708
Return on invested capital o 3.3% 2 9% 45% 3.59%
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Return on capital

Return an capital (ROC) 15 included as & non-GAAP measure of how efficiently we are generating returns from our asset base ROC s
calculated as adjusted operating profit less adjusted income ax as a propormion of capital, where capital adjusts rer statutory assets for net
debr, ratrement benefit assets, other post-renrement medical obligations and ather non-operaung items. These adjustments 13 nei statulory
assets have been made to better reflect the asset base that gererates returns

Al S gures v £ ol 2021 ROt
Adiusted operating profic 385 312
Adjustet income Lax charge {od) {3%)
Return 321 278
Net statutory assels 4,280 4,134
Adjustments for:
et debt 350 463
Retirernent benefil assels (537) {£10)
Other post-retirernent medical benefit obligation 34 29
Orther non-operatng assers (41) (30)
Capital 4,086 4,196
9% ___65%

Return on capital

Operating cash flow

Cperatng cash flow s calculated as nel cash generateo from operations before the mpact of items excluded from e sdjusted income
staternent plus divioends from joint ventures and gssociates (fess the re-capitalisation dividends from Penguin Raiidom House), less capial
expenditure on property, plant and equipmern iIncluding aodinons 1o right-of-use assets) and intengble soflware assets; plus proceeds from
the sale of property, plant and equipment (incuding the iImpacts of transfers to/from nvestmeni in finance lease recelvable) and nrengible
software asseis. plus spenial penson connbutions paid: &nd plus costs of major resiructunng paid Operaling cash flow is included as &
non-GAAR measure in order 1o ahgr the cash flows with the corresponding amusted cperaung profit measures

AL gres nE mtlone, 2021
et cash generaied from operations 570 450
Dtdends from jomtventures and associztes - 4
Purchase of properry, plant and equipment (64) (53)
Addingn of new nght-cf-use lease assers {30) {01}
Furchase of intangible saftware assets (112) 181}
Net disposal of night-of-use lease assets including ransfers ro/from investment in finance legse recewvable - 18
Mel costs pand for rajor restructunng 24 38
QOperating cash flow o 388 315

Cash corversion, caleulated as operating cash flow as a perceriage of adjusied cperaiing profir, s also shown as 3 nor-GAAP measure 35 this
IS Used by management and Investors 10 measure cash generaton by the Group.

Adjusted operatng profi 385 313
Operanng cash flow 388 215

Cash conversion 101% 105
Operating cash flow, operating free cash flow ana total free cash flow, which are non-GAAP measures, are disclosed anid reconciled in

nate 33 of the notes to the consolidated financial stalements as they are commonly used by invesiors 1o measdre the cash performance
of the Group
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Other information

Financial key performance indicalur s continued

Net debt and adjusted earnings before interest, tax, depreciation and amortisation (EBITDA)
Forinformatian, the net debi/agdjusied EBITDA ravio 1s shown as a non-GAAP measure as itis commonly used by rvestors to measure

balance sheet strength. Adjusted EBITDA 1s calculated as adjusted operaung profit less deprec.ation on property, plant and egquipment, and

aMCrusanon o intangible software assets.

ﬁuﬁguwe:vltwrﬂlsrs
Adjusted ope-aung profit
Depreqanon (excduding 1tems inciuded in ‘tost of major restructurnng)

Amortisat'on onintangihle software assets {excluding nerns included in ‘cost of major resiructluring’)
Adjusted EBITDA

Cash and cash eguwaients
Investment n finance lease recenable
Derivative financial instraments

Bank loans and overdrafts

Hands

cease labiliues

Net debt

Net debt/adjusted EBITDA ratio

2021
385
100
113
598
937
115
(2)
(767)
(633)
(350)
0.6x

230
313
125
M2
550

116
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Shareholder Information

Pearson ordinary shaes are listed or the | ondan Stock Sxchange
and on the New York Stock Exchange in the form of Arericar
Depaositay Recoipts

Corporate website

The irvesiors seclon of oUr corporate websie plopearsor com?
investors provices a wealth of information for sharehaloers [ts also
possible to sign up to receive emal alerts for reports ard press
refeases relstirg 1o Pearsor a1 pearsonplc com

Shareholder informaticon online

Sharencider mformauon can be found o our websie at pic peerson
CQMANMQSIQrs

Our registrar, Equinity, alse provides a range of sharekolder
miotmanon onfine You car check your heolding and fire

practcat help an tracsfernog chares ar ubeaning yolr detals at
www shareview.co.Lk For more inforrration, please contact our
registrar, Equinitl, Aspect Hodse, Spencer Roac, Lancng, West Sussex,
BNGS 60A Telephone 9371 384 2043* or, for thase shareholoers
with hearing difficLities, rextphane number 0377 3842255%

Information about the Pearson share price

The compary's share price tan be founia on our website at ple
pearson com/nvestors/performance/share-price-cradend. It lso
appears In the financial columns of the naucnal press,

2021 dividends

vzpmes | Dete AT OUT peT Shate

Interim 20 September 2021 6 3 pence
Final 6May2022 142 pence

TOSOErT 10 apnrdvet By snerenoloors At the Z0.2 Ane gl General Meatng

2022 financial calendar

Ex-dividend date 24 March 2022
25 March 7022
TA ApT 2022
29 Apnl 2022

Record date

Last date for dividend remvesiment election
Anrual General Meeung

Payrmert date for dradend and share

purchase date for dwidend reinvestment € May 2022

Payment of dividends to mandated accounts

Should you elect fo have yoLr dwderds paic through BACS, this can

be done d'rectly inte & oank or bulding society account, with the 1ax

voucher sent (o the sharerolder's ~egistered zddress Eauiniti can be
conracted for mformatior on 9371 384 2043%,

Dividend reinvestment plan (DRIP)

The DRIP gives skarenalders tne nght 1o buy the company's shares
an the L ondor siock Tarker with their casn divigend For further
nformar on, please contact Equiniz or 03771 384 2268*%
Individual Savings Accounts (ISAs)

Equinit offers 1545 10 Pezrsan shares For more nformaton, plesse

20 10 www shisreview Co uk/deaing o cail customer serv ces on 0345
200 0430

* Lresopesr E30amic 2050 Voroayig Trigey e Uz rg Jaoubls 1zl ca, s,

Share dealing facilities

Ecuini offers tefepnone and internel semvices for deahng in Pearson
shares Far further informanon, please Lontadt ther ielephore
dealing helplire on 03456 037 0377 or, for online dealirg, log or: to
wiww shareview co sk/deghng Yau will need your shareholder
refererce rumer as skowr on your shase certificate.

A postal sealing service 15 alsa avallable through Egu nm
Plezse telephone D371 384 2248* for derells or log an Lo
winw. shereview. co.dk 1o download ¢ form,

ShareGift

Shdrehalders with small hoidings of shares, wnose value inakes them
Jheconomic o sell may wisk 1o dorate therm to ShareGift, the share
donatior charity (registered charity nLmoer 1052686)

Furiher wlormaton zbow ShareG.f arg the chanties it has
supported may be obtainec from eir websie, wwaw. ShareGiIftorg,
ar by contactng tnem at SkareG.t PO Box 72253, Lonoor, SWIFOLG

American Depositary Receipts (ADRs)

Pearsprs ADRs are isied on the New York Stock Excharge and
rraded under the symbol PSQ Eack ADR represents one ardinary
share Far enguines regarding regestered ADR hicider accaunts and
dividends, please cortact Bark of New York Mellon, Shareholder
Corresponderce (ADR) PO Box 505000, Lowswlle, Ky 40233-5000C.
telepkane 1 (26€) 252 2289 (toll free wathin the US)or 807 207 630
5525 [ouisine 1he US) Alernarrely, you may email shrrelations@
COUER dregwnersenaces com,

voung r.gnts for registered ADR holders car be exeraseo through
Hark uf Mew York Melion, snd “or benefiusl ADR nolders (ana/or
noMmINee scCounts) through your US brokerage insttanon. Pearson
will file watk the Securives and Cxchange Commissian 3 Form 20-F.

Share register fraud: protecting your investment
Pearson does rot contact its sharehcicers direcily (¢ prowde
recornmerdannrs or investment advice and aelther dees it appomt
Third parues (o 0o 50 As reauired by law, our shareholoer register is
ava.abte for public insoecuan, but we cannat cantral the use of
nformation obtained by persons inspeciing the register Please rreat
any approacnies purparung Lo or ginate from Pearson witk caution

Far maore iniormaunn, please log on to our weasite ar plc oearsan
com/en-GBanvestors/snarcholdersishares-sharcnolding

Tips on protecting your shares

— Keep dry documentanor that cortans your shareholder
reference numper i g sa‘e place end shred eny unwantea
dotumentation

— Inform our regisirar, Douini oromotly when you change address

— Be aware of dvidend payrment cates and conlacl tre regisirar if
¥OuL 0 et recewe your degend cneade or, better sull, rhake
drrargements to have the ¢ v dend paic ciredtly Into your cank
account

— Corsider holdirg your shares electron cally m 2 TREST account
Vvia 4 rominee

Annual report end accounts 2021 | Pearson plc | 229



ESG Performance Data

Environment

Progress measures towards targets:

Nel Carbon Zero

— By 2030 we will reaure scope 1, 2 & 3 emissions by 509% against a 2078 baseline as anproven by the Soence-Basec Targels mitiative

— We wnil be net zerc ecross scope ”, 2 & 3 by 2030

Re-baseliring Fellowing Greenholse Gas Pratocol guigance, we are now retrospeciively excluden emiss'ons from relevart isposals 1n our nase year
ard histarical years This erables mesringful comparisor of emissions on a hike-‘or-like bas s over 8 1ong period Both recelcuiated and reported
emIssIoNs are disaosec on the table beiow

Morhoaclogy We nave reported or all of the erssion sodrces recuired under the Corrpanies Act 2000 Tne method we have usec 1o calculate GHG
emissions is (e GHG Protoce Corporaie Accouneng anc Reparting standard (rewsen edaen), asing the Srape 2 dual -enorting methodalogy,
tngeiher with the latest emssior tactors from recognised public sources. including, but not imited 1o, the UK Department for Business, Energy &
Industr al Strategy, the fnternational Energy Agency, the US Energy Informztion Adminsstration, the US Ervironmental Protection Agency ard the
‘ntergovernmental Parel on Climzate Cnange Lnergy Jse ncludes gas and electricity consampion n kMwh arc vehicle fuel use converted from mi.eage

nte MVh asing BIES conversior factor

The date n the table below Fas been independently venfiec by Corporate Ctzenshp. ar ndependent thire pary The scope of the assurance covers
our energy corsampuen, Scope 1, 2 and 3 GIHE eTissions and rerewabie eleciricity cla'ms. See our assurarce statement here: hitps /olc pearson.

COM/PUrpose/esg-reportng/

Catega

Scope

Scope |

Scope i

Scope i

Scope 2 - tocatuon based

Scope 2 - market based

13" Purchased goods and services
{(product)

1a Purchased goods anc services
{product)

b Furchased goods and services
(non-product)

2: Capiral goods

3. FLel and energy related activities
3 Fuel and enargy related acivilies
4: Upstream transportation and
drstribution

5. Waste generated In operavons
6: Business travel

£ Business travel

& Business travel

6: Business travel

& Business travel

7: Employee commuting

/b Employees working from
home (WFH)

G Downstream transportation and
distribunon

11: Use of sold products

i1:Use of sold products

i1 Use of sold products

12 End-of-life treatment of solg
products

13, Downstrear leased assets

14, Franchises

LLhrgtegerys

Scope 1 - Natural Gas

Scope 1 - Fucl Oil

Scope 1 - Refrigerant Gas Loss
Scope 1 = Vehicles

Scope 2 - location based
Scope 2 - market based

ta - Manufactured gocds - Books
13 - non print manufacluring

1h - Nan-product

2 - Capirat goods

3 - Fuel related

3 - Elecinicny related

4: | Upstream transportation and
distribution

5 - Waste generated in cperations
5~ Al

6 - Hotels

& - Rall

& - Hired cars
6O —Tans

7 - Employee cormmuning

7b Employee WFH
9: Downstream transportaton and
distribution

11 - Third party resr centres
11 - Online testing
11 - Online learning

12 - End of life
73 - Downstream leased assets
14 - Franchises

SUT 8 peviously
enrTes

27,581
14,825
4042

T s
T sgned
fEL e

3675

127

544

7.854
41,586
4,583

89629
14,284
183,665

2,270
6361

12926
380
21,369
2,717
885
1,400
27
25509

12,82
6,415
31
2225
18265

14,825
4,044

i
7522
T
78
4,789
38298
418

84,107
13329

193980

2171
8,368

11.573
258
9.487
2,503
568
1,811
25
27,362

11,573
6415

16,999
14825
2,730

2z
3.601
58

2,875
28385

Hh2%
48,789
18,409

157,739

7061
6,116

10,153

3,705
426
a6
1,000
14
6.584

18,402

10,153
6415
31
2,767

10,182
9,588
2,707

2021
5116
i6

77
3,187
23,333
440

34,012

20,552

175,913
1,279
7,238

10,388
378
1,403
138

10
1,000
2

17,325

10,388
6,461
28
3,531

7,961
9,517
1,343
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015 prenascly JE rebasolres

5.0 2epun 2parted fgares LO19 2020 200
Scope | 13057 12,209 12,500 6,534 8,396
Scope 2 (market based) 4,583 4,583 413 529 440
Scope2 o o 596,740 410,164 410322 313,738 308,866
Talal - Locztion based 559,717 463859 467120 348,657 340,595
Total - Market based 14,380 426,346 423233 320801 317,703

ER: 2020 2021
intensity rangs
1CO.e per employee (scope 1, 2 markel & 2) 176 186 1.0 14.9
tC O, e/sales revenue (scope 1, 2 market & 3) M35 1116 950 92.7
Environmental reporung measures (Unis} T
Net internal erea of reporung offices (m2) o 684712 572478 @ 444488 457,519
Energy consumption measure
% electncity from renewable sources 100% 969 956 99%
Total electriaity consumption from renewable saurces only (Mwh) 88,452 81.055 65,574 57,120
Total elecnaty consumpuan from non-renewable sources only (MWh) 936 1103 794
On site gencrated electricity (Mwh) 230 225 241 150
Total gas consumpuion (Mvvh) 20187 35,325 19826 23,985
Tortal fuel ol consumptian (Mivh} 24 74 G4 48
Vehicles (MWhH] 21115 19,119 13.822 10,437
Totalenergy consumpnonddWhy 140048 140737 100662 92535

Resource Use

T
Paper*
Paper used (1) 103,758 96,871 37,569 29,056
% FSC 7 7 o S K 2 29
% PEFC 28
Waste - B
Total Waste To landfil (1) 547 469 276 648%*
Total Waste To landfill (t/FTE) 0.0225 0.020% 0Cc125 0.0304
Water T T T -
Total Water consurnpuion (m3) 520682 374.008 238277 152,702
Total Water consumpiion (m3/FTE) 271 41 16.45 1117 715
LK Soope T enL 20l G0 e 2N a7 Z{marenr-base s IR0 0 (S g o

a~3 Zz{mrarke creed LK gas, Ble T, 50T L FAIHRF Bl B al e

* NCIve Desel Togasing (3TEEL S D relLoiine

F* Pearudr ronJrs @57 malel weste Calé P S 2an, ©.r 2st 7 at ong wet Deolng, elences e scone o 518t taa are oL oea ¢ 2027 figutes
r 3
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ESG Performance Data continued

Social
Our Employees
- 7 T - T 207k 200 B _2620 _ZEZ‘I_
Total average number of employees 24,322 22,734 21,191 20,744
Employees by geography® as at 31 December
Us as o 31 December 11,242 11,670
UK as of 31 December 4,202 3,826
Rest of World as of 31 December o _ . bap7 5,854
Total numher of permanent, regular employees, as of 31 December 96% 95% 96% 97%
Iale 28% 419 470% 40%
Female 62% S8% 558% 59%
Non-binary” 0%
Not disclosed 003% 1%
Total number of temporary, limited term, employees, as of 31 December 4% 5.0% T av, 3%
Male 30% 36% 36% 32%
Fermnale £:80% 6520y 64% 65%
Non-b:nany 0%
) Nort disclosed o 02% 3%
Total full-time, regular, employees 79% 9% 74% 75%
Male 41% £3% 44% 44%
Female 58% 55% 56% 55%
Non-binary 0% 0%
o Not disclosed ~ 1%
Total part-time, regular, empl(;yees o 18% 21% 0%  21%
Male 21% 25% 25% 27%
Female 7606 /5% 75% 73%
Non-binary 0% 0% 0% 0%
Not disclosed 1%
Employee gender diversity - All numbers as of 31 December o o
Total male 380 A1% A0% 40%
Total female b2% 59% c0% 59%
Nan-binary 0%
Not disclosed o 1%
Female leadership
Board postions held by wormen 30% 33% 5% 50%
Fercentage of women or Pearson's executive” 9% 18% Ji% 38%
Senior leadership’ 31% 34% 36% 37%
VP& Director - - 28% 47%
Manager ) 28% S50% 50% 50%
Percentage of women in technology roles
{(M/engneenng) 3% 35% 33% 29%
Percentage of women employees in reven.e-
oroducing roles 65% 62% 63% 63%
Percentage of promaotions recewed by wormen 58% 56% 590, 60%
UK median gender pay gap ) 14% 12% 12% 10%

Prior 10 2079, ou’ LS ress was 51 uctured 87°0unc 2 geographies Nort Amenca Crower Ching, [nds, Seaal Souln Avica) arn Cove (UK nz rest of weld)

2 Weoperec s ont on far emols, =e seli j@enufizauon i 2570

3 Typ calty, UnTo two reporng hnes o the Cne’ Execulve the semior leacership ore the ernloyee nooy vt responsianl v "ot plarnirg and direciing the acnvies o' the company
4 Executve Dreciers e ncluged in Esard Sial 87 05 nol Pearson Exec it & Managemen:
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Employee racial and ethnic diversity
30% (S, 31% (US)/
TN 19% (UK)

Total wgkfor(e (S ang UK}
Diverse leadership

Board positions (diverse) {(#/%) 1/10% 2720%
Percentage of diversity an Pearson's
execytive tearr (#/%) 3/30% 2/25%
18% (US)/ 20% (US)Y/
Senior leadership (LS and UK) 9% (UK) 9% (UK)
15% (Us) 17% (US)
VP and Director (S and UK) 710% (UK) /13% (UK)
21% (US) 23% (US)
Manager (US and UK) . 7% (UK} /16% (UK)
US diverse group breakdown
Asian
Manager and above 1% 11%
All employees 9% 9%
Latinx
Manager and above 4% 4%
Al employees 8% 9%
Black
WManager and above 3% 4%
All ernployecs 1% 10%
Other diverse
Manager and above 1% 1%
All employees 3% 3%
White
Manager and above 819% 79%
Al employees o - - F0% 69%
UK diverse group breakdown o T T
Asian
Manager and abcve 9% B%
All emplovees 0% 10%
Black
Manager and above 2% 2%
All employees 4% 4%
Other diverse
Manager angd above 45 5%
All employees 4% 5%
White
Manager and above 790 77%
All employees 729 70%
Not Specified
Ianager and above 7t 8%
All employeeg 105 1%
Employee age representation, all as aof 31 December
Under 30 years old 4,185/ 15% 14% 404 18%
30-50 years old 16,665/ €0% 80 68% 55%
Cwaor 50 years old 6,890/ 25% 28% 20% 28%
Mot disclosed 1057 0.4% 0.5% 0.4% 0.4%
Turnover
Turnover rate. otal average for the year TNLU24F 3T BO27/37%  5.6%2/Z0% 7,232/33%
woluntary rnower 5001/ 20%  4695/20% 3.725/°7% 5,062/ 23%
Involuntary wrnever 5,923/17% 3,9232/17% 1,967 /9% 2,170/10%
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ESG Performance Data continued

2018 ok 2020 2021

Turnover by region

UK A% 3% 6%
Us 2504 5% 16%
Restofworld . B% 7% 10%
Turnaver by gender - R

Female T201/24% 5447 /23% 3605/16% 4,512/20%
Male 3711 /0°3% 3068/ 14%  2,087/71C% 2,709/12%
Not disclosed - 1127 0% 12/0%

Female (nvulur rary) T 1195/5% 1,274/ 6%
Mate {involuntary) 7727 AN 891 /4%

Turnover by age group

Under 30 years old 29437 10% % 1,386/6%  2.019/9%
30-50 years old 5710/ 19% 19% 2,501/11% 3,428/15%
Qver 50 years ald 2,193/ 7% M 1744/8%  1,764/8%
Not disclesed . 178 /1% 0% 61/ 0% 21/0%
New hires o o
Total number and rate of now employee nires

{number of hires/average headcount) 7.053/26% 4,326/21% 5488/25% 5934/27%
Taral number of now hrres - female 4,661 /66% 2725/63% 3612/606% 3,528/60%
Total number of new hires - male 2185/31%  T.601/37% 1.855/34% 2,261/38%
Total number of new hires -~ NA 207/ 3% 21/ 1% 117<1% 145/ 2%
New hires by region o

UK {2019 & 2020) 754 7112% 15% 17%
JS (2019 & 2020) 3,453/ 50% 65% 56%
Rest of World (2019 & 2020) o 1,907 /31% 19% 27%
New hires by age group

Unoer 30 years old 2,303/33% 33% 244 40%
30-50 years «ld 3,239/ 46% 27% 1% 42%
Over 50 years old 1,353 /19% 8% 150% 17%
Not cisclosed _ 158 /2% % 30% 1%
Length of service

Average length of service for a Pearson employee 6.7 70 74 6.9
Average lengm of service - female 6.6 70 73 6.8
Average length of service - male 7.0 7.1 76 7.1
Mediar fength of service - all employees n/a nia n/a 4.3
Median length of service - female 38 L 5.0 42
Median length of service - male o 39 5.0 50 4.7

Employee Benefits
Heafth and wellness benefits

retcentage of employecs particpating in Pearson 82% LS}/ B2%(USY/ B3 (LUS)/  T3%(US)/
medical programs 523 (UK) 5384 (UK) 4B% (UK) 49% (UK)
Average percentage of health insurance costs 80% (US)/ 79% (US}/ 7% (LUS)/ 78% (USY/
for employees paid by Pearson 2% (LK) 824 (UK) 100% (UK)  85% (UK)
Average percentage of health insurance costs

for employees, spouses, and dependents pad 799 (US; / 79% (US)/  7B% (US)/
by Pearson 4% (UK) 82% {UK) 88% (UK) 89% {UK)}

Financial benefits
Percentage of ehigibie employees participatng in

Pearson’s 407(k} Plan _ 97% {US) 93% (US) 92% (US)  93% (US)
Percentage of employees parucipating in the
Employee Stock Purchase Plan 21%{US) 22% (US) 25% (US) 24% (US)
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2018 e 2020 2621
Percentage of employees participaung in the
Warldwide Save For Shares Plan - globally except
the US 8% 1% 10% 21%
Percentage of workforce below semor leadershn
eligible for LTIPs o 6% 6% 4% 4%
Work/Life balance and lifestyle programs
Number of employees using Pearsati's Emplayes BB {USY/ 325{US)/ 383 {UsSy/
Assistance Plan 402 (Us) 217 (UK} 125 (UK} 271{UK)
Number of interactions vath Pearsais festyle
programs - - 11,282 (J%) 9,652 (US) 7% {US) 10,080 (US)
Health and safety
___________ Sescrpwen T e w0z oz
Percentage of H&S standards Prirnary metric for implementation of
mmplemented scross all locauons our H&S management system 52% S4% 94% 93%
Autits & advisory reviews conducted by
Global Risk Management staff to provige
Number of H&S audits assurance of iocal comphance with H&S
& gdvisory reviews law and poheoy ) 37 34 ik 2*
Percentage dosure of open acuian Percentage of Audit Actions ctosed from
sudit findings as of 1 january previgus year's audits 91% 95% 98% 100%
Total Injuries requiring mead+cal
treatment of lost Lme due 1o Injury
Mumber of injunes Does notinclude minor/hrst aid cases 07 €8 45 41
includes musculosketetal tisorders,
wark-related stress, and othar liness
Number af wark-related liness cases cases relaied 1o wark 110 123 71 37
Internial metric defined as any work-
related injury or illness resulting in more
Number of serious incidents than 3 days away from work. 21 26 38 34
MNumber of wark-related tatalues 3 i a 0
Rate of allinaidents yncluding rminor)
Tatalingdent rate per 100 emplayees  per 100 employees 087 291 072 0.55
Rate of npunesdliness related 1o work,
Injury & ilness rate per 100 employees  not including runor/first aid incdenis. 0.29 n2g 051 Q.35
Internal metnc designed 1o measure
preventian of serious ncdents and
Serious Incident ratio actve reporting of minor iricidents. 7% 1% 4% 29%
Workpiace mspections reported . 849+* L 466 333
4 Zuheouleo = ud dassorance progrer saspereer n o020 & 2L27 Lo COVID TIreloisd o'lie closares glzball, 3250 et eeal gned s suopner DD 2 rarspament

FrAan AT muDer oF prev Qus year INsheTIorT Leme ror WSS Ltesr 452 whier are rolonger part of Pearsan
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ESG Performance Data continued

BTECs & 5DG 4
’ S - i T 201 oz T 2o

Number of BTEC regstrauons cutside the UK 33,403 438066 1AM 35722

Governance

o T Desor o or - S 723’5 280 2020 S ZOZi

Raising concerns

Total numrber of concerns raised

& nvestgated 80 125 100 110
Hurnan Resources Matters 25 (31%) 43 (3700) B2(820) 93 (859%)
Financial rregularties or viclations
of our policies 55 (69%) 92 (68%) 18 (18%) 17 (15%)

Code of Conduct

Percentage of employees compleung

cade of conouct cerlification or

rainng 100% _100% (0% 100%

Sustainability Accounting Standards Board (SASB) Index

Tooir

Data Security

Data Securnty

Data Privacy, Advertising
Standards & Freedom of
Expression

Cmployce Recrutment,

Inclusion & Performarnice

Employee Recruitment,
Inclusion & Performance

Environmental Footprint of
Hardware Infrastructure

Arcoortng Me

Description of approach to
idenufying and addressing
data security nsks, including
use of third-party cyber
security standards
Description of palicies and
practices relating to
collecuan, usage. and
retention of student
nformat-on

Description of polices and
pracuces relaling 1o
behavioral advertusing and
user privacy

Employee engagerment as a
percentage

Percentage of gender and
ractalfethnic group
rcpresentation for (1)
management, (2) technical
araff, and (3) all other
employees

1) Total water vathdrawn, (2)
total water consumed,
percentage of each In
regions with High or
Extrernely High Baseling
Water Stress)

SA5E Cane

TC-IM-230a.2;
SV-ED-230a 1

SV-ED-230a 2

TC-M-220a 1

TC-IM-330a.2

TC-IM-3303 3

TC-IM-120a.2

Reinomss
Risk: pages 60-65

Governance: pages /3-111

Pearson risk assess ail pew venuors and existung ones
at least annually Our risk assessment framework uses
the latest nternational standards such as 1ISOAEC
27001:2013, NIST, SOCZ Type 2, Cyber Essentials;

as well as Bara Privacy stardards such as GDPR

and CCPA

Risk pages 60-69

Coverrance: pages 7/3-111

Our Code of Conduct zng Business Partner Code of
Conduct clarify Pearson's responsibilties and
expectations for ethical and responsible business
practces including Data Protection and Privacy:
https //plc.pearson.com/en-GB/corporate-
polictes?ieh~-ordinary-shareholders. tn addition, we
have in-depth internal pohices and processes
regarding user privacy. As ar education media
company, we do not use practices relatng o
behavioural advertising on the internet For a
descriptior: of our content ang editonal standards see’
htips //plc pearson.cem/en-GB/carporate-policies
Pearson's Non-fimancial KPJs, Investng in Talent:

pages 24-26

ESG Performance Data, pages 232-233

ESG Performance Data: page 231
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Global Reporting Initiative (GRY)

L’Ad:l('\' Diesre o fr 2070
GRI 101 and 102: General disclosures
Organisational profile
GRI102-1 Name of the organisation Fage 1
Pages 2-3,
GRI102-2 Actvities, brands, products, and services  pages 16-20
GRI102-3 Locaton of headguarters Page 143
Page 2;
GRI102-4 Location of operations pages 206-20G
GRI 102-5 Ownership and legal form Page 188
Fages 150-152;
GRI102-6 Markers scrved pages 206-209
Page 7 pages 2-5;
pages 16-20.
page 137,
GRI 102-7 Scale of the organisation pages 150-152
Page 13, page 28
Information on employees and other pages 48-51,
GR!N102-8 workers page 159
GRI02-9 sSupply chain Page 29, pages 51-53
Sigmficant changes 1o the organisation
GRI102-10 and ts supply chamn Page 3 pages 18-25
GRIMCZ-11  Precauuonary Principle or approach Pages 46-47
GRIT02-12  External :ininiatives Page 55
GRI{0213 Membershp of assocations _PageSs
Strategy T
GRIOZ2-14  Statement frore semicr decision-maker Fage 1
GRI102 1> Keyurpadls, nisks and opporiunives  Pages 56-64
Ethics and integrity T 7
Values, principles, standards, Page 13,

GRI02-16  and norms of benaviar

Mechaniems for advice and concerns
GRI102-17  about ethucs
Gavernance
GRI'102-18  Governance structure

Composition of the highest governarice
GRIM0Z-22  pody and s cormmitiees
GRI"02-23  Char of the highest governance body

GRIT02-25

Conflicts of interest

Role of hrghest governance body in

GRI102-26  setung purpose. values. and sirategy
Idertifying and managing ecanamie,
GRITOZ-29  envronmental, and sacal Impacts
Highest governance body's role in
GRI1D2-32  sustangbility reportng

pages /4-75; page 77
Page 53

Pages 66-102

Page £49- 77

Page 66-69

Fage 74

Page 67;

pages 7£-75.

pages 88-89

Pages 88-89

Fages B4-89

Az onnly oley

Page 1

Pages 2-3, pages 20-27

Fage 152

Pages 218-219
Pages 132-135
Page 3. page 14;
pages 160-161

Page 3, pages 160-161,

page 169

Page 169
Pages 16-18;

papes 40-54, page 124

Page Z: pages 6-S.
pages 10-12
Pages 52-53

Page 43

Page <3 pages 40-54

Pages 6-9, pages 10-12
Page 4 pages 20-21;

pages 40-54;
nages 70-72

Page 1. pages £-5;
pages 40-54

Page 43
Pages 76-81
Pages /621
Page 76

Page 77

Pages 74-75,
pages 82-85

Pages 9g-100

Pages 38-100

Company polices are posted
on the sustaims by section of
our website (https.//plc
pearson com/en-Ge/
corporate-pokces)

Concerns can be raised on
www PearsonEthics com

The Board's Repuiaticn &
Respaonsbility commitiee
reviews the sustamnability
content in the Annual Repart
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ESG Performance Data continued

Indizatar Dezenpior

Stakeholder engagement
GRI102-40  Listof siakeholder groups

GRIOZ-41  Collectve bargaliing agesincnts
GRI102-42  Idenufying and selecting stakeholders
GRIMG2-43  Approach to stzkehalder engagement
GRI102-44  Key topics and concerns raised

w2020

Pages 27-29

Fage 49

Pages 27-29
Pages 27-29
Pages 27-29

Ar i

Pages 16-1§

Pages 16-19
Pages 16-13
Pages 16-19

Ladinonal roes

Fearson supports freedom of
assaciauon and collective
bargaining. Please see our
Cade of Conduct, Busiress
Partner, Coue of Conduct and
Human Rights Statemernt on
sur policies pages nteps /A/plc
pearson comien-GB/
corporate-poliues),

Reporting practices

Fruves included in the consoliosted
GRI102-15  financial staternents

Defining report content and topic
GRI102-46  boundaries

GRIT02-47  List of mater.al topics
GRIM02-48  Restatements of information
GRIMC2-49  Changes inreporting
GRIM02-50  Reporting period
GRI102-51 Date of most recent report
GRI"02-52  Reportng cycle

Contact point for guestons regarding
GRIT02-53  thereport

Clairrs of reporung in accordance with
GrI102-54  the GR! Standards
GRIMO0Z2-55  GRIcantentindex

GRIT02-56  External assurance
GRI 200: Economic disclosures
GRI 201: Economic performance
Explanation of the material topic and s

Pages 128-136;
pages 150-152

Pages 218-2719
Pages 40-43

Pages 40-43
Page 53

Pages 237-241

Rebaselining of Emissicns data
No changes

TJar 2025 - 31 Dec 2021

18 Marrh 2021

Arnual

sJdstainatrlity@pearson.com
Tris report has been prepared
In accordsnice with the GRI

Stgndards: Core option

See cur external assurance
statement at, hitps/Awww
pearson.com/corporate/
suslainability/reporing-
pol.cies/reports-hencnmarks,
html

GRI031 Boundares Pages 14-27
The management approach ang Its Pages 14-25
GRI103-2 components Pages 14-27
Pages 14-25
GRI103-3 Evaluation o' the manzagement approach Pages 14-27
Pages 4-5
Direct economic value generated and Pages 14-25
GRI 2011 distributed Pages 31-39 Pages 14-27
Financal implications and other nsks
GRJ 201-2 and opportunities due to chimate change  Pages 46-47 Pages 70-72 o
GRI 203: Indirect economic impacts
Explanation of the matenal ropic and its
GRI103-1 Bourdaries Pages 40-45 Pages 40-54
The management approach and its
GRI103-2 companents Pages 40-45 Dages 40-54
GRI103-3 Evaluation of the management approach  Pages 40-45 Pages 40-54
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Indheator

Dewwr puor

GRI 300: Environmental disclosures
GRI 302: Energy

GRI 71031
GRIT03-2
GRLI03-3
GRI 3021

GRI 302-3
GRI 302-4

GRI 305: Emissions

GRI 1031

GQRITO3-2

GRI103-3

GRI 3051

GRl 2052

GRI 305-3

GRI305-4

GR1 305-5

Explarauon of the matenal topic and 1ts
Boundaries

The management approach and its
cornponents

Evaluatior of the management approacn

Energy consumpiion within the
organisation

Energy intensiy
Reduction of énergy consumpuon

Explanation of the materal topic and its
Bounoarnies

The imanagement approat b and 1s
cormpanants

Evaluatian of the management approach
Direct (Scope 1) GHG emissions

Energy mdwed {Scope 2) GHG emisaons
Other indirect (Scope 3) GHG emissions

GHG emission mtensity

Reduction of GHG emissians

GRI 400: Social disclosures
GRI 401: Employment

GREi037

GRIT0O3-2

GRI 1033

GRI 43711

GRI401-2

GRI 403: Occupational health and safety

GRI 10341
GRIT0O3-2

GRI103-3

GARI 403-2

refatea fatahnes

Explananon of the matenal topic ang its
Boundaries

The management approach and its
Components

Evalusuon of the management apprcach
New ernployee fires and employee
wurnover

Benefits provided to full-ume ernployees
that are not provided to temporary or
part-time ernployess

__ Pages 547

2030

Pages 46-47
Pages 46-47
Fages 46-47
Pages 46-47
Pages 45-47
Pages 46-47
Pages 46-47
Pages 46-47
Pages 16-47
Pages 46-47
Pages 42-47
Pages 46-47

Psges 46-47

Page 27.
pages 45-50; page 60
Page 27,
pages 49-50, page 60
Page 27,
pages 49-50. page 60

A 200 Azdionalro o

Pages 40-45,
pages 52-54
Pages 40-45
pages 52-54
Pages 40-45,
peges 52-54

Page 231
Page 231
Page 231

Pages 40-45,
pages 92-54
Pages 40-45,
pages 52-54
Pagos 40-45,
pages 52-54
Pages 53,
pages 231-232
Pages b3,
pages 231-232

Pages 53,

pages 231-232

Pages 24-26: page 53
pages 231-232

Pages 4-5; pages 40-43;
pages 48-51
Pages 4-5, pages 40-43,
pages 48-51
Pages 40-45.
pages 52-54

Papes 233-234

Explanarian of the materiai topic and its
Bourdanes

The management approach angdts
components

Evaluauar: of the managemen: approach
Types of iInjury and rates of injury,
ocrupaticnal diseases, lost days ana
abserteeismm, and niumper of wark-

Page 49 Pages 234-235

Pages 4-5, pages 40-43,
Fage ©1 pages 48-51

Pages 4-5, pages 40-43,
Fage 6 nages 48-51

Pages 4-5, pages 40-43;
Psge &7 pages 48-51

Page 235
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ESG Performance Data continued

Indhcal or Deeerplian

GRI 404: Training and education
Explanation of the matenal topic anc s

il

Page 46; page 49;

Ar L2

Pages 4-5; pages 40-43;

Axduonal noies

GRI1C3-1 Boundar-es page 60 pages 43-51
The management approach and 15 Page 46, page 49; Pages 4-5; pages 40-43;
GRI103-2 components page &0 pages 48-51
Page 46, page 49 Pages 4-5, pages 40-43;
GRI102-3 Cvaluation of the management approachk  page 63 pages 48-51
We o not currently report the
average hours of fraining per
year per employee We
irtroduced non finanaal KPI-
for the business including
indicators for investing in
talent. Our non-financial KPIs
inthis area include
percentage of employaes
Average hours of traiming per year per reskilling or upskilling «nd
GRI 404-1 employee Pages 24-26 Employee NPS,
Programs for upgrading employee skills Pages 4-5, pages 40-43,
GR1404-2 and transiton assistance programs papes 48-51 )
GRI 405: Diversity and equal opportunity
Explanation of the matenal topic and 1ts Pages 4-5, pages 40-43,
GRI1C3-1 Boundaries Pzge 50 pages 48-51
The management approach and its Pages 4.5, pages 40-43;
QRI%03-2 components Page 50 pages 48-51
Pages 4-5; pages 40-43;
GRI103-3 Evaluaton of the management approach  Page 50 pages 48-51
Diversity of governance bodies and
GRI 40541 employees Page 5; page 50 Pages 232-233
We rencrt on sigmficant
locations of operations in the
UK, forinformaticn see:
kttps://plc pearson com/sines/
pearson-corp/files/pesrsan/
Ratio of basic salary and remuneration pearsan-gpg-2020-aw-260321
GRI 405-2 of women o man L Page 5 _ Page 119 page 232 pat
GRI 418: Customer privacy
Explanation of the materal topic and its Pages 60-69:
GRI103-1 Boundanes Page 62 pages 73-111
The management approach and its Pages €0-69,
GRIT02-2 Lomponents Page 62 pages 73-111
Pages 60-69,
GRIM03-3 Evaluglion of the management approach  Page 62 Dages 73-171
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UN Global Compact and UN Sustainable
Development Goals (SDGs)
We nave epplied relevant nternat.onal reparting stanidards arc

framewor«s, irciudng the UN Global Compact (UNGC) Ten Pring ples,

ardrhe UN Sustainable Development Goals (SDGs). This year, we arg
parucipatng nthe Zarly Adopter Programme of the LNGC
Communicauon an Progress {CoP) Gur enhancea CoP wili be
gvelable m e LNGL digial platforrin 2022

COMMUNICATION
oM bRodREss

. % .t Communication an Prageess
Lorse Coberceu -t the

Reliance on this document

The intentior gl this document s ta provide in"orTaton 1o
sharenoliders and s not designed to be rehnd upon by any orer
party or for any omner purpose

Forward-looking statements

Ihis docurent Incluces forward-fooking statements concenming
Pearsonis fnanozl tontiuon, DLSNess aNu Operanons ang s
sirategy, plans and anecwes I parucular, all slatements that
express forecasts, Cxpectalions ard projecions, rduding rrencs

mn results of operauons, margins, growth rates, overal marxet trends,
the impact of interest ar exchange <ates, the availatiity of financng,
anicpaied (oSt SAVINGS and synergies and the execLuon of
Pearson’s strategy, are larward-loaking statermen's By their nature,
forward-louwing statemerts involve knawn 2nd Lnknowr r sks

and uncertainties because they relate 1o everis and depend on
circumstances that ray occur iInthe fature They are based or
NUMMErous EAPECLENONS. 3SSJMPUEAS end behiels regardmg
Pearsan’s present and fawure bus ness siraleges and the
ervironment inwhich it will operate in the futate There are vgrious
factors which could cause Pearson’s actual financial condivor,
resJlts and development to differ mater slly i-om the pians, goa's,
ohiectives and expeclalons expressed or mpled by these
farward-aokitg stalements, mary of which are auiside Pearson’s
control These include rternauonal, nguonal and local condivons,

as well as the impact of cormpettion They also iInclude otner risks
derailed o Ume to ume in Pearson's publicly-filed docurents and,
moparbolas, the risk faciors set oul in this documient, wh ch youd are
adwisec 1o read Any forward-looking statemerts speak orly as of tke
date they are made ang, exceot as regured by law, Pearson gives
no undertaking 1o update any forward-looking statements 'n thes
docurnent whether as a result of rew in‘ormart on, furure
developments, (Fanges in s eXpecieuers or othenw se

Resders are caLnonac nol 12 place undue reliance onsuch
forwerd-lov<ing statcrmerts

FSC

woveaitsx gty
MIX

Paper from
retponsible sourcas

FSCt C022913

Des'gned and produced by Black Sur Pic

This Repart s brinted on Edixion Offser which haw
been independentty certifiea according 10 the rales of tne Forest

Ty

Stewzrdsnip Council® (FSC7)
Frirtec ir the JK by Pares-int a Cabonhe Jirai - company

Borh manufacturing peper m il and ¢ prinler are regsteres to the
Ervironmenta! Mzragemrent System 1SC 740012004 and are Forest
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