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Focused on digital, lifelong learning

Who we are

We are the world's learning company, operating in

70 countries around the world, with more than 22,500
employees. We provide content, assessment and digital
services to schools, colleges and universities, as well as
professional and vocational education to learners to help
increase their skills and lifelong employability prospects.

We aim to support learners throughout their lifetime
for every moment that matters - whether this is exam
preparation and success, graduating from university,
getting a new job, studying for a postgraduate degree,
changing career, or looking for a new challenge.

Our purpose is to help people make progress in their
lives through learning.

Our vision is to have a direct relationship with millions
of lifelong learners and to link education to the way
people aspire to live and work every day. To do that,
we will collaborate with a wide group of partners to
help shape the future of learning.

Our capabilities include combining world-class
educational content and assessment, powered

by services and technology, to enable more effective
teaching and personalised learning at scale.

Our capabilities are based on our deep expertise

in how people learn.

Our commitment to sustainability and learning outcomes

Across our operations, we are committed to a new
2030 Sustainability Strategy to unleash untapped
talent - helping everyone to reach their full potential
and shape a brighter future.

Read more about our Sustainability Strategy on p16 &

The outcomes that are being demanded of education
are evolving. The next generation of Efficacy builds
on what we have learned, to create the tools Pearson
needs to be a trusted guide to lifelong learning,

with the aspiration of improving learning outcomes.
Read more about our approach to Efficacy on p27 &
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anew structure. This is outlined on p12.
In this annual report, the ‘Strategy’
section follows our new structure.

The ‘Financial review’ and ‘Operating
performance review’ sections continue
to use our geographical reporting
structure - North America, Core and
Growth - as these relate to our

2019 performance. Next year's
reporting will use our new operating
structure throughout.

Strategic report

The strategic report, up to and including
p50, is formed of three sections:
‘Overview',‘Our strategy’ and ‘Our
performance’, and was approved for
issue by the Board on 6 March 2020

and signed on its behalf by:

e cu N

Coram Williams
Chief Financial Officer

Unleashing a world of talent

@@ Aida helps students learn calculus
and apply itin the real world. 99

p35®

p20 @

@@ | want to be a director
who makes a change. 99

VIRTUAL SCHOOLS

©6 | have the flexibility
to work with others to make

STEM less intimidating. 99

p39 @
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Key performance indicators

Financial measures
Sales Adjusted operating profit’ Adjusted earnings per share’
£million @ £million @ pence®
£3.869m £581Im 57.8p
191 3,869 191 581 191 57.8
181 4129 181 546 181 703
171 4,513 171 576 171 54.1
161 4,552 161 635 161 58.8
151 4,468 151 723 151 703
Net debt? Operating profit/loss® Basic earnings per share®
£million £million pence
£1,016m £275m 34.0p
191 1,016 19 275 19 I 34.0
Post IFRS 16
. 809 18 \ 553 18 \ 75.6
Post IFRS 16 17 451 17 499
171 432 16 -2,497 | 16-286.8 |
161 1092 15 4047 15 | 101.2
151 654

Operating cash flow and cash
conversion' £million @

£418m

191 418 (72%)

181 513 (94%)

171 669 (116%)
161 663 (104%)
151 435 (60%)

Total shareholder returns* @

-30.55%

1-year TSR
-34.28% 5-year TSR
+6.42% 10-year TSR

Net cash generated from operations?
£million

£480m

191 480
181 547
171 462

161 522
151 518

Dividend per share
pence

19.5p

191 19.5
181 18.5
171 17.0

161

151

1 Seep30-32foran explanation of these alternative performance measures.

2 20719includesimpact of IFRS 16 (see note 1b to the consolidated financial statements).

2018 is presented on a post IFRS 16 basis for comparability.

3 Equivalent statutory measure.
4 Source: Datastream.

52.0
52.0

Note: See p201-204 for full reconciliation of the alternative performance measures to the equivalent

statutory measure.

@ See how we link strategy to management reward on p84 &



Note: Underlying growth rates exclude currency movements, portfolio changes and accounting changes.
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Business measures
Digital revenue' Business growth in our key businesses
66% Virtual Schools

Full Time Equivalent (FTE) students in

62% continuing partner schools +5%
Global Online Program Management

59% Underlying revenue +10%

17 27% 41%  Enrolments +6%
M Digital Digitally-enabled Non-digital

Professional Certification (Pearson VUE)

1 Excludes GEDU, Wall Street English (WSE) and US K12 Courseware. Underlying revenue +10%
GEDU was sold in 2017, WSE was sold in 2018; US K12 Courseware was +8%
held for sale in 2018 and was sold in 2019. Testvolume

US Student Assessment
Underlying revenue (M%
Dlgltal platforms Digital/print test volume % 57%/43%
> Launch of the Pearson Learning Platform (PLP)
- Revel launched commercially with 17 titles in 2019 English
> Launch of Al-enabled calculus app, Aida English Courseware underlying revenue +3%
PTE Academic test volume +17%
Simplification
UK Assessments & Qualifications

In-year incremental cost savings achieved in 2019 £130m Underlying revenue +6%

Annualised cost savings achieved from

el B B T e US Higher Education Courseware

Percentage of revenue on one Enterprise Underlying revenue (12)%

i 0,
Planning Resource (ERP) system c.80% Digital/print revenue split% 63%/37%
Non-financial measures

Talent and employee engagement p21®  Improve gender diversity 2019 2018

Active Employee Resource Groups 50 Female Board members 33% 30%

Employee Engagement Network meetings Female senior managers? 34% 31%

connecting employees with the Board 2 Female employees 59% 62%

. GB median gender pay gap 12% 14%

Reduce our carbon footprint 2019 vs.2018 o , ,

2 Tworeporting lines from the Chief Executive.
Global greenhouse gas emissions (tCO,e) 80,421 (14)%

03
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Chair’s introduction

Pearson is transforming

to succeed

Dear sharcholders,

In a year of significant change for Pearson,
the Board and the Executive Management
team continued to work together to lay
the foundations to create a sustainable,
profitable, digitally-enabled organisation
which helps millions of learners make
progress through their lives.

Progress and performance

We entered 2019 with a determination to
return to growth on our top line and deliver
increased profit. However, despite a strong
performance across 76% of Pearson, a
disappointing performance in our US Higher
Education Courseware business, driven by
amuch quicker decline in print textbooks,
meant underlying Group revenue was flat.
Underlying adjusted operating profit was

up 6% on 2018, in line with the bottom of our
guidance range. We acknowledge there are
still challenges to overcome and we remain
focused on building on the progress we
have made so far - Pearson is now a leaner,
more efficient and more digital company
with a strong balance sheet and this gives

us a platform from which we can address
these challenges.

Technology is disrupting every industry and
education is no exception. The US Higher
Education Courseware market is experiencing
fundamental structural shifts as students
swap expensive textbooks for more
affordable, digital options. There is an
increasing focus on employability and
reskilling or upskilling for different careersin a
lifetime. There is a greater demand for lifelong
learning and the digital tools and services
required to fulfil this demand. A key tenet of
our strategy has been the steady investment
in digital innovation and technology, which
places us in an advantageous position to meet
these changing demands, and ultimately to
deliver sustainable growth in earnings and
dividends over the long-term.

Succession planning and
leadership changes
In December 2019, we announced that

John Fallon had informed the Board of his
intention to retire from his role as Chief

Executive. John has beenin role for seven
years. In that time, he has worked tirelessly
to lead Pearson through a period of
significant change, and has been successful
in transforming it from a media conglomerate
to a single-focused learning company.

Under his leadership, Pearson has become

a simpler, more digitally-focused business,
underpinned by a stronger balance sheet
and better positioned to deliver a sustainable
and healthy future.

Such a transformation and shift in the ways
acompany operates is never an easy change,
and the Board and | would like to thank

John for his significant contribution during
his tenure. A succession process is under
way that will consider both external and
internal candidates.

InJanuary 2020, we announced that Coram
Williams, our Chief Financial Officer (CFO),
had informed the Board that he will be
leaving Pearson to take on a comparable

role elsewhere. On behalf of the Board,

I would like to thank Coram for the
fundamental role he has played in the
company'’s achievements over the last five
years. We wish him all the bestin his new role.

Sally Johnson, our current Deputy CFO,

will succeed Coram when he leaves Pearson
atour AGM in April. At that point, Sally will
become the CFO and an Executive Director on
the Board. Sally is exceptionally well-qualified
to be the new CFO of Pearson. She has a deep
understanding of the company and the
markets we operate in. She will be a strong
addition to the Board, bringing a focused,
analytical and commercial perspective.

Simplifying Pearson

2019 saw continued progress in our planned
simplification programme initiated in 2017.
The programme is on track to deliver ahead
of both our initial and upwardly revised
targets for cost savings, with total annualised
cost savings of £335m by the end of 2019.

We also continued to simplify the portfolio
to enable us to focus on the biggest
opportunities in education, and we
completed the disposal of our US K12
Courseware business. In December,

Sidney Taurel
Chair

we announced an agreement to sell our
remaining 25% stake in Penguin Random
House to Bertelsmann for approximately
$675m. The formation of Penguin Random
House in 2013 created the first truly global
consumer book publishing company and
has created significant value for Pearson
shareholders, generating c.£1.9bn in net
disposal proceeds and dividends. The disposal
is enabling us to return capital to you, our
shareholders, through a £350m share
buyback which commenced in January 2020.

You can read more about these
accomplishments in the Chief Executive’s
overview that follows.

Maintaining financial strength
while looking to Pearson’s
longer-term future

The Board remains confident about Pearson’s
medium and long-term prospects and our
growth opportunities are significant. Our
immediate focus is on improving financial
and operational performance and continuing
to grow the 76% of the business that
represents the future growth drivers of
Pearson. Our longer-term vision is to deliver
lifelong learning to customers, leading to
increased employability and work-related
skills - all as part of a wider ecosystem of
delivery partners and stakeholders.

Our capital allocation policy is to maintain a
strong balance sheet and a solid investment
grade rating, to continue to invest in the
business, to have a sustainable and
progressive dividend policy, and to return
surplus cash to our shareholders where
appropriate, as evidenced through the two
share buybacks we have launched. While

our focus is generally on organic investment,
we have recently completed two small but
interesting acquisitions - Lumerit Education
and Smart Sparrow. You can read more about
these in the Chief Executive’s overview that
follows. Thanks to the strength of our balance
sheet, we now have optionality for more
should we see a good strategic opportunity.
Our strategy is clearer than ever, and due to
management’s work to modernise the
company, any potential future acquisitions
can now be integrated quickly and seamlessly.



Overview Strategy Performance Governance Financial statements Other information 05
Pearson digital revenue’ Progress over the last three years
/66% 2% 2019 2018 2019 2018 2017
M Digital 36% 34% Adjusted operating profit £581m £546m  £576m
2019 2018 Digitally-enabled  30% 28% Dividend per share 19.5p 18.5p 17p
Non-digital 34% 38% Net debt £1,016m £143m  £432m

As we navigate through a period of significant
change, both within Pearson and across the
industry as a whole, our financial strength
provides a firm foundation for our business
transformation, and our continuing
investment in the company to grow
shareholder value through the prudent
allocation of capital.

We have proposed a final 2019 dividend of
13.5p resulting in a full year dividend of 19.5p,
an increase of 5%. This is consistent with
underlying profit growth in 2019 and reflects
the Board's continued confidence in the
future growth of the business and our
sustainable and progressive dividend policy.

Corporate governance and
engagement with stakeholders

In 2019, our Board continued to engage with,
and encourage participation from employees,
educators, learners, community and thought
leaders, as well as other stakeholders to
ensure the company is contributing to wider
society. My fellow Board members and

| attended and spoke at various events with
employees and other stakeholders in London
and in the US. In addition we held meetings
with a broad range of stakeholders to
understand the challenges and opportunities
they faced with digital teaching and learning
in schools, higher education and industry.

Furthermore, the Board and | spent time
throughout the year with many of our
shareholders to ensure we maintained
an open, transparent dialogue on our
strategy and progress.

Nourishing talent and focusing
on sustainability

As always, | would like to thank all colleagues
in the business for their efforts towards our
achievements in 2019. All of our employees
are lifelong learners - and our biggest asset.
We want to make Pearson the employer of
choice. We know that we must continue to do
for employees what we do for people all over
the world: help them make progress in their
lives and careers. That starts by enabling our
employees to grow and develop using the

1 Excludes WSE and
US K12 Courseware.

world’s very best learning and assessment
tools made by us.

In addition, the Board continues to focus on
having a corporate culture that s inclusive,
innovative, meritocratic and aligned with the
company'’s purpose, values and strategy.
Part of this means ensuring that all Directors
actwith integrity, lead by example and
promote the desired culture.

In December, my fellow Board members and
| identified a diverse pipeline of ‘ready later’
emerging talent both at the Executive
management level and other key roles, and
plans have been putin place to accelerate
their path to succession where possible.

As a company with a clear purpose, our
sustainability footprintis increasingly
becoming more integrated into our core
business and operations. In 2020, | am
pleased that we are launching our 2030
Sustainability Strategy, in line with the

UN Sustainable Development Goals

(SDGs). We are committed to embedding
Environmental, Social and Governance (ESG)
principles more deeply across our business.
We are focused on leveraging our products
and partnerships to advance equity in
learning for under-represented groups and
equip learners with the skills they need to
build a more sustainable future for all. We will
continue to scale up our initiatives to respect
human rights and minimise environmental
impact across our value chain. The Board has
been very engaged on this topic because
integrating ESG across the company is an
important way to drive growth, manage risk
and reduce costs. You can read more about
our approach in our Sustainability section on
p16 and Governance section on p51 &

Board composition

We made two important additions to the
Board in 2019. | would like to officially
welcome Graeme Pitkethly, the CFO of
Unilever PLC and NV, and Sherry Coutu,
angel investor and entrepreneur. We are
benefiting from Graeme’s financial expertise,
global overview and deep understanding of
consumer behaviour, particularly as we look
to build more direct relationships with

This includes the impact of IFRS 16. Excluding this, and on a like
for like basis, 2019 net debt is £374m.

learners. Sherry’s expertise in building
fast-growth, entrepreneurial businesses,
focused on technology and education, is
already proving invaluable, as we target
digital-first, high-growth business models.

The Board benefits from a wide range of
backgrounds, skills and experience spanning
key areas for the future of Pearson, such as
digital technology, sustainability, international
regulatory affairs and entrepreneurship.

We are also passionate about supporting
diversity and promoting diverse talent
internally, as part of our company goal to
unleash our world of talent.

To this effect, | am delighted with the
appointment of Sally Johnson. My fellow
Board members and | aim to further support
the talent pipeline. You can read more about
our employee engagement and talent
initiatives in the Governance sections

which begins on p51 &

The world's learning company

Our purpose is to empower people to
progress in their lives through learning.

Our vision is to enable that to happen through
a direct relationship with tens of millions of
learners who we will support through a
lifetime of learning, helping them link their
education to better employment. We will be
able to play that role because of the world-
class capabilities we bring to bear, and the
ways in which we combine them to achieve
better learning outcomes.

The Board remains confident about Pearson’s
longer-term prospects and resilience to near
term challenges and we are excited about

the opportunities to build shareholder value
through the delivery of profitable growth and
strong cash generation, while continuing to
invest for the future.

I look forward to seeing you in the coming
year and thank you for your ongoing support.

Sidney Taurel
Chair
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Chief Executive’s strategic overview

We are pioneering new
forms of digital learning

Dear fellow shareholders,

After over seven years as Chief Executive, and
more than 22 years with the company, | will be
retiring from Pearson later this year. I'd love to
be retiring with the flags flying high, and the
share price performing well. Sadly, that's

not currently the case. | do believe, however,
that, in time, we will all see the benefits of

the huge amount that has been achieved

over the last few years - and that the company
is increasingly well placed to capitalise on
what s proving to be a long and difficult
transformation.

The power and the purpose of
digital learning

Pearson’s purpose is as strong and powerful
as atany pointin the company’s 175-year
history. Our business model - to grow and
prosper as a company by enabling millions
of people around the world to grow and
prosper throughout their own lives by
providing a digital platform that makes
learning engaging, rewarding and
affordable - is highly sustainable.

In one of my first Chief Executive reports,

| argued that digital learning would be one

of the great global growth opportunities of
the next 20 years. | believe that even more
strongly today. The exponential pace of
digital change - and the impact of artificial
intelligence and machine learning on the
world of work - will require all of us to acquire
fresh knowledge and learn new skills
throughout an ever-longer working life.

Laying the foundations for growth

Legacy

One important way to meet this need is by
combining relevant content with assessment,
powered by technology, to make learning
more adaptive, personalised and accessible.
As the world’s digital learning company - 66%
of our £3.9bn in annual revenues last year
were digital or digitally-enabled - Pearson is
better placed than anyone to do this.

The challenge and the opportunity
in US Higher Education Courseware

In the short term, however, our progress
has been overshadowed by the fact that,
as America’s leading college publisher,

we have first had to work our way through
arguably one of the most challenging of
analogue to digital disruptions yet faced by
any part of the media sector. We will survive
it with our market leadership intact, and,
with an overwhelmingly digital business,
well placed to grow again. Butitis proving
to be a very painful journey to get there.

The 24% of Pearson that is still in US Higher
Education Courseware declined last year by
12%, more than we guided to at the start of
the year, as students embraced digital over
print much more quickly. Digital revenue
grew, but textbook sales fell close to 30%.

In 2010, we had a $2bn US Higher Education
Courseware business, split 75:25 between
print and digital. By 2022, we expect to have
an almost fully-digital' US Higher Education
Courseware business well set to grow again.

John Fallon
Chief Executive

Every industry is being disrupted in some

way by technology, and ours is no exception.
10 years ago, we sold 21m textbooks to
American college students; last year, we sold
fewer than 4m. The college textbook has

not been disaggregated in the way that the
music album was - which saw music revenues
decline significantly from peak to valley before
now starting to grow again. It has not been
displaced by ‘free’ models of the sort that has
reduced newspaper advertising revenues
dramatically and ensured analogue dollars
become digital cents. Nor have we suffered a
Kodak ‘moment’, pushed into obsolescence by
the digital revolution.

This year, a third of all courses taughtin
American Universities will use our content and
homework tools, just as they did a decade
ago. In fact, use of these resources is greater
now than it ever was. We have 8m platform
subscriptions a year for our digital courses,
which enable students to complete
assignments and receive feedback, 35% more
than a decade ago. In addition, students use
over 2m eTexts, with all the rich contentand
pedagogy of our textbooks, at a cheaper price
and a fraction of the weight. The level of
engagement - in faculty use and student
feedback - is greater than ever. And, students
are willing to pay - $80 for a fully adaptive
platform-based course; $40 for an eText.

So, why has our US Higher Education
Courseware revenue halved in ten years?

If our digital products are now deeply
embedded in the workflow of our customers,

Deconstructing decades of complexity to build the foundations for Pearson’s transformation
into a platform-based company, to become the winner in digital learning.

Simplification

Global property portfolio reduced by net 30 properties

¢.2,500 applications decommissioned
81 data centres closed
1ERP system running 80% of Group revenue

c.£1bn of costs removed since 2013

Platform-based

©

Pearson

1 The core US Higher Education Courseware business is expected to be almost entirely digital. We also have an Advanced Placement business selling higher education
contentinto US schools. This, together with several other smaller, non-college channels, comprises roughly ¢.$200m of print revenue which has been broadly stable.
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shouldn't we have largely seen print migrate
to digital on an orderly 1:1 basis? The answer
lies in a number of factors that are specific to
this market. Whilst professors decide what
courseware to adopt, it is the students who
buy them. This means that many of our sales
go through thousands of campus stores,

as well as through Amazon and specialist
online retailers. And, whilst the physical
textbook has an edition cycle of three to five
years, a student often needs it for no more
than a single four-month semester.

These market conditions proved fertile for
the emergence of a highly disruptive trend -
alarge secondary market in the analogue
product, the print textbook, enabled by
technology. College textbooks have been
bought and sold second-hand for decades.
What technology changed was the nature
of it: from some students selling back their
books to the campus store at the end of the
semester, to most students choosing to rent
on a term-by-term basis. And, the scale of it:
in 2010, the secondary market was a fraction
of the size of the primary one; by last year,
ithad overtakenit.

Salvation rests in our own hands. The
disruption has come to the analogue past,
not the digital future, of US Higher Education
Courseware. The future of learning will be
digital, and consumer-defined. Experience,
outcomes and affordability will all matter.
The new Pearson Learning Platform - on
which we are now launching our first products
- will be the platform on which this future of
learning will be built. It will enable engaging,
immersive, learning experiences, that are
personalised, diagnostic and adaptive. It will
be fast, flexible and secure, enabling better
learning outcomes at lower prices. A digital-
first approach to updating features, content
and tools - made for the benefit of the teacher
and the learner, so the digital product is never
out of date. A digital-first approach to pricing,
in which students share in the financial
benefits of a much more scalable,
platform-based model.

Building on those 8m platform subscriptions,
and 2m eTexts, Pearson will be well placed to
start to regain share from secondary sales of
its own textbooks - and do it in a sustainable
and purposeful way.

A simpler, more efficient company

For many years, Pearson as a whole was
overly dependent for profits from the US
Higher Education Courseware business.
The fact that we've been able to survive
disruption on this scale is due to all that we
have done to make Pearson as a whole a

Governance

Financial statements Other information

much simpler, more efficient and modern
company. Over the last six years, we've
reduced the cost base by around £1bn,

and headcount by around 20,000, due to
divestitures and restructuring. We've
decommissioned around 2,500 applications,
closed 81 data centres, and implemented 16
new global, scalable, cloud-based platforms.
80% of the company runs on one ERP system
today - which includes our major businesses
inthe US, UK and Canada. We plan to start the
roll out across further markets in 2020.

As a result, benchmarking the costs of running
Pearson against other large companies,

we are now much more efficient than we were
afew years ago. It will take some time yet to
fully bed in all these new systems but, as we
do so, they will give us the ability to both
achieve further efficiencies and provide the
data by which we can engage more deeply
with our learners and support them at key
moments of learning throughout their lives.

Investment, innovation and growth

As a simpler, more efficient company, we are
able to invest more organically - significantly
more than we were investing five years ago -
and we're starting to see the benefits. In spite
of those ongoing challenges in US Higher
Education Courseware, in 2019, Pearson as a
whole was able to match prior year underlying
sales for the first time since 2014. That's
because the broader 76% of Pearson grew

by 4% in aggregate. Our growth businesses

- Pearson VUE, Virtual Schools, OPM and PTE
Academic - grew by 8%. We also performed
well across our wider assessment and
courseware businesses, where the majority
have stabilised or grown.

Innovation and investment have come in
many forms across the company in the
lastyear:

> We launched Aida, the world's first
Al-inspired calculus app to help maths
students across the globe to apply calculus
into the real world, breaking the unseen
barrier to STEM (Science, Technology,
English and Maths) careers.

~

We exported our highly regarded UK
vocational qualifications overseas through
our work growing the BTEC brand in markets
such as the UAE, Turkey and Sri Lanka.

~

We supported the Egyptian government to
digitally transform its national assessment
system for high school students - Pearson’s
biggest assessment commercial agreement
by test volume to date.

~

We developed a commercial agreement
with the UK Home Office for the UK Secure

07

English Language Test (SELT), which will drive
future growth in our English business.

> We agreed a partnership with
Oxford University to offer new short
courses for learners.

These growth businesses will continue to
grow in 2020, as we invest in new forms of
online education, in better, smarter, online
assessments, in new Al-inspired direct-to-
learner apps, and in shifting Pearson’s focus
to link education and employability with

the workplace.

This shift will be helped by a small, bolt-on
acquisition - Lumerit Education - we made
lastyear, our firstin five years. You can read

a case study on Lumerit Education in the
Governance report on p61. Lumerit Education
helps address the issues of college degree
completion and affordability. It uses data

and analytics to match learner profiles to
academic programmes and will support the
growth of our nascent ‘Accelerated Pathways’
business. Accelerated Pathways works

with major corporates to maximise the

value of their employee tuition assistance
programmes and offer education as an
employee benefit, which we see as a major
new growth opportunity.

A second small acquisition - Smart Sparrow,
an ed-tech company which specialises in the
creation of rich, interactive content - will help
our Pearson eText to become much more of
an engaging, interactive and personalised
learning experience. The strength of our
balance sheet - which our CFO, Coram
Williams, talks about on p30 - means that we
are able to complement increased organic
investment with bolt-on acquisitions that
enable us to expand into faster-growing
markets more quickly. And, the work we've
done to simplify the company means we can
now integrate these acquisitions much more
quickly and seamlessly.

Afully-focused learning company

For almost 50 years, Pearson has been

proud to play our partin the publishing and
commercial success of first Penguin, and then
more recently Penguin Random House. At the
end of 2019, we announced that we are
planning to sell our remaining 25% stake to
our partner, Bertelsmann, for approximately
$675m, which is expected to close in the first
half of 2020. Using the proceeds, we launched
a £350m share buyback programme in early
2020. Our total stake in Penguin Random
House has generated c.£1.9bn in net disposal
proceeds and dividends for Pearson. We know
the company is in good hands and we wish
our colleagues and authors every future
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Chief Executive’s strategic overview

success. This enables Pearson now to be
completely focused on being the world's
digital learning company.

Efficacy 2.0 - designing better
learning outcomes and
greater impact

We can be more confident in the positive
impact our increased investment will have

on learning outcomes because of all the work
we've done over the last seven years to design
efficacy into our new products and services.
In 2013, we committed to publicly reporting
on the efficacy of some of our largest
products. We have made good progress

on this journey and on improving outcomes,
based on what we learned. The next
generation of Efficacy builds on this to

take this important work much further.

We aim to improve our impact on learning
outcomes, support company growth, build
public trust, and ensure our products,
assessments, services and solutions are
known worldwide for their positive impact
for customers. You can read more about
thison p27 &

A more sustainable and
prosperous company

| see this commitment to efficacy - to holding
ourselves to account publicly for the learning
outcomes we help enable - as fundamental
to ensuring the long-term sustainability of
the business. It is one of the key means by
which we align our business with the UN
Sustainable Development Goals (SDGs),
particularly goal 4 on quality education,

goal 8 on decent jobs and economic growth,
and goal 10 on reducing inequality. As | noted
earlier, atits very core, Pearson is a company
driven by a sense of purpose - we exist to
empower people to progress in their lives
through learning. The deeper we integrate
sustainability into our business and strategy,
the bigger and more positive will be the
impact we have on society - and the more
likely we are to prosper over time. We are
publishing our new 2030 Sustainability
Strategy with this annual report, building on
our focus of identifying, supporting and
developing people so they can reach their
full potential and create a better world

for us all. You can read more on our 2030
Sustainability Strategy on p16 and throughout
the strategic report.

Developing our own world of talent

As we saw again last year, the power of
our purpose is one of the things that sustains
so many talented and committed colleagues

through some challenging times for the
company. I am proud of the fact that, in all
the major changes we've had to make, we've
stayed true to our values of being brave,
imaginative, decent and accountable.

In times of great change and disruption,

itis especially important, in retaining the
engagement and support of colleagues,

to be as open and transparent as possible -

to acknowledge when mistakes have been
made and lessons learned, to provide a forum
in which colleagues can challenge decisions
and help us make better ones as a result.

So, I'm pleased that we've strengthened the
extensive ways in which we already engage
with colleagues across the company with

the launch of an Employee Engagement
Network. This small group of cross-functional
employees has been created to enable

the Board and Executive team to hear
perspectives on what is working and what
canimprove across Pearson.

We have become much more structured and
deliberate in how we make Pearson a more
diverse and inclusive company. We are doing
this through a collaboration model, including
our new Global Diversity & Inclusion (D&I)
council, which | chair, a network of Employee
Resource Groups, as well as a D&l advocate
network underpinned by a community of
practice. People come to Pearson to learn,
and to grow personally and professionally.
Our goal is to be the number one company
in the world for learning and development.
And, we are doing this by offering dedicated
learning time to all of our people and access
to our own world-class learning products
and services.

On a personal note, I'd like to thank Coram
Williams who has led the finance function
with great intelligence, integrity and grit
through these challenging times. He has
made big strides in improving the clarity
and transparency of our financial reporting.
He has also been fundamental in making
Pearson a simpler and more efficient
company, in strengthening the balance sheet
and in enabling us to investin the future
growth of the company. His key partner in
that work has been Sally Johnson, our
Deputy CFO. She knows the company and
our markets exceptionally well, is highly
regarded across the company and she is
going to make a brilliant CFO.

What the future holds

Although it may not yet be obvious externally,
| believe we are now on the cusp of the

next phase in the Pearson transformation.
One of the biggestissues the world faces
today is the exponential pace of digital

disruption - through Al, machine learning and
automation. Indeed, this year we published
our first Global Learner Survey, which not only
gauges the views of learners around the
world, but also gives great insights in the
shifting sands of education as learners look
for new ways to consume educationin a
digital age (read more on p9) &

All this brings great opportunities, but it
brings great challenges too. The disruption is
hollowing out many middle-skill jobs, it risks
bringing much greater economic and social
inequality, and it demands that society
embraces lifelong learning.

This gives Pearson a very special opportunity.
The world needs a learning company

willing to hold itself to account for the
learning outcomes its products enable.

It needs a company with the relationships
around the world - the emergent ecosystem
-to have animpact at scale. And, it needs a
company that defines lifetime value to help
influence millions of people through a lifetime
of learning.

An exciting future is in store, where we are
empowered to make a direct connection with
tens of millions of learners at a key momentin
their lives and become their trusted partner.
We now have the balance sheet, cost base,
platform, capabilities - and the product
pipeline - to go after that future very
aggressively, and that's what we are going to
do. We have invested the proceeds of our
simplification programme in digital learning.
Now, we must unleash its full power.

As the company enters this next phase, | think
it will benefit from a new leader, with a fresh
perspective, which is why I've decided to
retire by the end of 2020, once the Board has
appointed a new Chief Executive, and after
an appropriate transition. In the meantime,
of course, | will continue to do everything

| can to help bring the full benefits of digital
learning into view as quickly as possible.

As this is my last annual report before | retire,
I would like to thank all my colleagues, past
and present, our partners and shareholders
for their support throughout the years.
Pearson is a very special company, which

| have been enormously privileged to lead.
Thereis a lot still to do, but I'm confident that,
with the platform we've built, better days

lie ahead.

A Qe

John Fallon
Chief Executive
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Trends shaping our market

Global Learner Survey

In September 2019, we released the results of our inaugural

Global Learner Survey, the first of its kind study that gauges the
opinions of learners worldwide. This new study captured the collective
voice of 1L00O0 learners in 19 countries to get a full picture on how
people are learning. The findings show that now, more than ever,
people are taking charge of their education, and technology matters.

In the next decade, digital and virtual learning will be the new normal

Expectations of online learning

76%

of people believe that more college
students will be attending school
virtually within 10 years.

Half of Gen Z in the US, UK and
Australia think you can be
successful without a traditional
college education

Despite statistics showing higher
lifetime earnings with a college degree...

51% 53%

inthe US inthe UK

of Gen Z learners think you can do ‘ok’

in life without it.
68%

of learners think you can do just as well
with an education from a vocational or
trade school.

S
o

67%

© ©0 0 0 0 0 0O
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believe more primary and
secondary students will too.

1/3

of workers in the US have
found themselves in need of
upskilling or retraining in the
last two years.

China, India, Brazil and Hispano
America are outpacing the US and

UK in the upskilling race and
defining a new global economy
More than anywhere else in the world,

people in these markets believe education

is driving the global economy.

Lifelong learning is not just a
philosophy, it’s the new reality

Globally, there is wide
agreement that people need
to keep learning throughout
their career to stay up-to-date
in their careers.

Expectations of Al

c.70% 90%
in the US, UK in China
& Europe

believe that Al will have a
positive impact on education.

1/4

of workers in the UK have
found themselves in need
of upskilling or retraining

in the last two years.

2/3rds

or more of people in China, Brazil,
Hispano-America and India have
identified the need to upskill or retrain
and are doing so.
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Our strategic model

Building a digital, platform-based
business centred on the learner

Our strategic advantages

Insights and capabilities

We partner with world-class authors,
institutions, government and regulatory
bodies, as well as employers to develop
our content, assessment and service
capabilities. We take a data-driven
approach to product design, based on
proven learning science and pedagogy.
This enables huge advancements in

rich content, personalised learning and
effective analytics.

Investing back into
our business

Pearson'’s strong balance sheet supports
the continuing investment in our digital
transformation and structural growth
markets. We are investing record levels to
become the winners in digital education.

Global reach and scale

We have a truly global scale and focus.
We operate in 70 markets worldwide.
Our products and services benefit from
being centrally developed and globally
deployed, with local expertise and
capabilities ensuring success.

Our new operating structure in 2020

We are refining the structure of our business to better reflect the shift
towards more digital learner-centred products.

Key businesses in our new structure

Global Online Global International North American
Learning Assessment Courseware

@® Virtual Schools ® Pearson VUE ® English ® US Higher Education

® US Student @ Assessment Courseware
Assessment & Qualifications

@® Online Program
Management

Interdependencies in our key businesses across our core capabilities

We have three core capabilities - content, assessment and services.
Our key businesses share interdependencies across them, powered by the
Pearson Learning Platform, all of which is supported by our Enabling Functions.

content

@ US Higher Education

Online Program @ Courseware

Management @ Assessment

® English & Qualifications

@ Virtual Schools @ US Student
Assessment
‘{‘; @ Pearson VUE ;]E
& S
ENABLING Qg& Q:?a,
FUNCTIONS v’
PEARSON LEARNING PLATFORM
Our 2030 Sustainability Strategy
@ Advance equity @ Build skills for 0 Lead by
inlearning sustainable futures example

Ourvalues are brave, imaginative, decent and accountable We are the world’s learning company
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We are shifting from a product-centred approach

to a learner-centred model. This means our portfolio
of products can now be integrated around the learner,
meeting their needs throughout their learning life.

This relentless focus on learner needs is driving a new approach
to how we deliver learning. The new Pearson Learning Platform
will be the platform on which the future of learning will be built.
This will be an engaging, immersive learning experience that is

highly personalised.

From this...

Product-centred

Individual products delivered
to learners who are currently
‘unknown’to us.

To this...

B

Learner-centred platform

An integrated, multi-product learning
experience, with a ‘known'’ customer
base enabling lifelong learning, and
creating lifetime value for Pearson
and the learner.

1

Delivering long-term value
for all stakeholders

Customer experience and
learning outcomes

Our customers, including learners, educators,
employers, governments and more, benefit
from a great consumer experience with
consistent focus on learning outcomes.

Supporting sustainable growth

Delivering returns for our shareholders
through a long-term improvementin top-line
and bottom-line growth. Over time, this helps
increase the share price and maintain a
progressive, sustainable dividend.

Employee engagement

Through our transformation, we are focused
on supporting our people, driving equality
and diversity, and helping them make
progress at Pearson and in their lives.

Strengthen sustainability

Through our sustainability work, we are
helping increase access to quality education
for more people around the world, equip
people with the technical skills, knowledge,
creativity and resilience needed to achieve
the UN SDGs, and consider human rights and
the environment across our value chain.

Read more about the value we create for
our stakeholderson p14 &

Capital allocation
> Maintain a strong balance sheet

> Maintain an investment grade
creditrating

» Organic investment and acquisitions

» Return capital via a sustainable and
progressive dividend

> Return any excess capital via
special returns where appropriate
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Our businesses

Our new reporting structure
in 2020

We are changing the structure of our
business to better reflect the shift towards
more digital learner-centred products,
with effect from 1 January 2020. Our four
reporting segments with their constituent
businesses are shown to the right. We will
also be presenting our Enabling Functions
costs, which include corporate functions.

We highlight 2019 revenue and revenue
growthvs. 2018, as well as profit
contribution for the year, by our

new reporting structure, as follows:

Revenue and underlying revenue
growthin 2019

(by new structure)

+8%

an% ;

AN

3% +4%

Y

(

Contribution in 2019

(by new structure)

O

B Global Online Learning

B Global Assessment

B International

B North American Courseware

This information is provided for illustrative
purposes. Itis notintended to supersede the
segmental information presented in the financial
review and operating performance review or in the
consolidated financial statements, which reflects
the way in which the business was managed,

monitored and reported through 31 December 2019.

We now go into more detail on key
businesses in our new structure.

OUTLOOK

MARKETS

GROWTH DRIVERS

COMPETITIVE ADVANTAGE

KEY CUSTOMERS

DIGITAL PROGRESS

Global Online Learning Global Assessment

Two large digital businesses,
Virtual Schools and Online Program
Management (OPM)

Revenue

£586m
Contribution  £84m

> Revenue growth of mid to
high-single digits

> Virtual Schools - global market size
is c.$2bn’

> OPM - global market size is $3.5bn’

> Both growing 8-10%' and further
upside in evolving markets

> Entering the corporate
learning segment

> Increased demand for
online education

> InVirtual Schools: scale up in existing
states to increase penetration; target
states with high-growth potential

> In OPM: improve conversion rates
through portfolio and product
innovation; optimise portfolio

> In corporate learning: target large
learner base available at corporates
to upskill and retain employees

> Flexibility, personalisation and
market responsiveness

> Pearson courseware, assessment
and platform capabilities

> Capability to match learning needs
in the workplace with providers

> Deep knowledge of education

> Operational scale

> Students of all ages in schools, higher
education and corporate segments

> Key partnersinclude universities and
charter school boards

> Fully digital, scalable model
> Invested in platform to improve
learner experience

1 Pearson estimates.

The largest businesses are Pearson
VUE and US Student Assessment.
Also includes Clinical Assessment

Revenue

£1,031m
Contribution  £351m

> Revenue growth of low to
mid-single digits

> US Student Assessment -
market size is ¢.$1.15bn’, stable

> Global Certification - market size is
¢.$1.8bn’, faster growing

> In US Student Assessment: move
to fewer, smarter, digital tests with
further opportunities for Al scoring;
converting PARCC states to custom
assessment through digital solutions

> In Pearson VUE: increased regulation
in licence to practice and demand
for certification

> In US Student Assessment:
flexible model to offer print or
digital-based tests and proven
record of secure, reliable and
accurate test administration

> In Pearson VUE: high operational
leverage, scalable model; 450+
credential partners showing strength
of our brand and breadth of
relationships; network of 20,000
test centres

> In US Student Assessment: state
and institutional partners, as well
as other assessment players

> In Pearson VUE: governments,
academia and employers across the
professional, IT and regulatory sectors

> Digitally-enabled, scalable model
with leading platforms
> Al scoring already in use
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KEY CUSTOMERS

DIGITAL PROGRESS

Overview Strategy Performance

International

Businesses including
Assessment, English,
Schools and Higher Education

Revenue

£1.161m
£299m

Contribution

> Revenue growth of low to
mid-single digits

v

English: expected growth of

PTE (Pearson Test of English) after

UK Home Office recognition;

target recognition in other
comparable markets including
Canada; English Language Learning

as a driver of employability
Assessment: opportunity to

deliver national, high-stakes

digital assessments at scale in
emerging markets

Vocational qualifications: technological
change, with Al driving major shifts in
work; continued need for reskilling
and upskilling is growing demand for
the vocational and assessment market

v

v

v

Deep knowledge of market capabilities
and deep customer relationships

PTE Academic provides a world-class
and convenient learner experience.

Al scoring leads to unbiased results,
with quick response time

Pearson VUE test centres providing
breadth of network

Unique status - leading provider

and owner of vocational qualifications
and content (BTEC)

v

v

v

v

English: adult professionals (B2C),
franchisees, schools and universities
Employability opportunities: national
and regional governments, regional
training providers, private school
chains and employability partners

v

v

Expanding our digital courseware

PTE Academic is the only English
assessment of its type that combines a
fully digital experience with Al scoring

v

Governance

OUTLOOK

STRUCTURAL CHANGES

DIGITAL PROGRESS

Financial statements

Other information

North American Courseware

US Higher Education Courseware is key business
with Canadian Courseware also in the segment

Revenue

£1,091m
£231m

Contribution

> In US Higher Education Courseware,
we expect the trends we saw in 2019
to continue, with significant declines in
print partially offset by modest growth
in digital, as we add more products to
the Pearson Learning Platform

> We plan to accelerate our product
release schedule from the end of
2020 onwards, and digital growth
will also accelerate

> In 2010, Pearson had a $2bn US Higher
Education Courseware business,
selling 21m textbooks a year

> By 2022, we expect US Higher
Education Courseware to be an
almost completely digital business? -
increasingly based on the Pearson
Learning Platform.

Shift from print to digital in US Higher Education Courseware
Digital penetration + decline in print as % of revenue
80%
60%
40%
20%

0% 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
O Print O Digital

The Pearson Learning Platform will drive digital growth through:

> Share gains with better experiences
and outcomes

> Expanding the platform segment
with new product models

> Recapturing sales from the
secondary market
» Direct-to-learner relationships

2 The core US Higher Education Courseware business is expected to be almost entirely
digital. We also have an Advanced Placement business selling higher education content
into US schools. This, together with several other smaller, non-college channels,
comprises roughly ¢.$200m of print revenue which has been broadly stable.
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Creating value for our stakeholders

In a digital world, we are a driving force behind
change. Our focus is on providing better access,
affordability and learning outcomes

Education is evolving

to meet the changing
demands of today’s
learners. In a digital world,
we are a driving force
behind that change.
This enables us to create
long-term sustainable
growth for our investors
and all stakeholders of
the company.

For Pearson, engaging with
stakeholders always takes
place through the lens of
sustainability, which
informs and influences our
approach across our global
operations. In order to
ensure that our new 2030
Sustainability Strategy is
focused on the areas

that are mostimportant

to our stakeholders, an
Engagement Strategy was a
cornerstone of the process.
Read more onp16 &

Read more on our
interconnected approach
to stakeholder engagement,
and how the Board engages
with our stakeholders,

in the Governance report,
onp62 &

STAKEHOLDER GROUP

KEY CONCERNS HOW WE SERVE & ENGAGE

OUR RESPONSE

Learners

Pearson helps tens of millions
of learners across the world
make progress in their lives.

88%

of people globally agree that
education doesn’t stop at college/
university and believe that you need
to keep learning to stay relevantin
your career

We regularly gauge the views

of learners to understand

how people are incorporating
learning into their lives beyond
the traditional classroom.

This enables us to put learners
at the centre of what we do,
build world-class digital products
delivering amazing experiences,
and help people to learn and
thrive in the talent economy.

Our inaugural Global Learner
Survey shows that around the
world education is still highly
valued. But, people are redefining
when, how and what they learn,
relying less on traditional
institutions and adopting a
do-it-yourself approach,

learning on their own terms.

We are helping meet learners’
needs through working with
institutions, employers and
governments to increase options
for virtual learning, online
degrees, stackable credentials
for adults and on-demand
learning for everyone. See the
strategy section on p10 for more
about how we are becoming a
learner-centric business.

Employees

Our purpose-driven employees
are key to the sustainable
success of Pearson.

2

Employee Engagement Network
meetings connecting employees
with the Board

We are focused on creating a
healthier company, encouraging
and enabling more people to
progress. We are working to
develop talent, drive more
diversity, ensure greater
employee engagement, drive
innovation, support accessibility
and inclusion efforts, and
improve best practice sharing
across Pearson.

Our people want better tools

to help them manage more
effectively and develop their

own careers. They want to feel
more closely connected to
leadership, be supported through
our digital transformation and
have more access to Pearson’s
products and services.

In 2019, we introduced a more
flexible approach to performance
management, developed a new
behaviours framework, and
launched ‘Managers’ Corner’

to help managers guide their
teams better. We created our first
Employee Engagement Network
and launched ‘Pearson Products
for Pearson People’ as part of
our commitment to help our
employees prosper. See how

this approach helps create long
term value in our strategy section
onpl0®

Shareholders

We have a broad range of
investors who entrust their
capital with us.

477

investor meetings with

284

institutions in 2019

We engage with our investors
on an ongoing basis.

We communicate with them
regularly, including at our
financial results, our AGM

and at investor meetings and
conferences around the globe.

Our shareholder base has a
diverse range of views covering
financial, environmental and
ESG-related issues.

We have a positive, ongoing
dialogue with our shareholder
base. We aim to deliver long-term
sustainable value for our
investors and all our company
stakeholders. We also respond to
surveys and questionnaires to
provide information about our
ESG practices.
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Educational Institutions
& Educators

We work with teachers,
instructors and educators
across all stages of education.

91%

of educators in the US and UK

believe technology in education gives
people more freedom, flexibility,
choice and convenience in their
education options

We collaborate with educators
and provide them with the tools
they need in order to help the
next generation of learners to
be successful in their education
and make progress in their lives.

In a cost-conscious environment,
educators are focused on
delivering high-quality
educational experiences that

set their students on a course

to a better career and life for
them and their families.

We aim to provide more engaging
ways to connect students with
lifelong learning opportunities,
accelerated through the move to
digital. This enables more timely
feedback on student progress
to help set them up for success.
We also continue to listen to
learners to understand how

we future-proof our products
and services for the learning
journeys of the next generation
of learners.

Performance

Governance Financial statements

Employers

Pearson works with employers,
trade associations and industry
bodies to meet the demands of
the workforce and equip learners
with the skills they need to thrive.

84%

of UK employers we surveyed plan to

maintain or increase their investment
in adult education and training in the

year ahead

Through assessment and
qualifications, micro-certification,
online learning and professional
badging, among other solutions,
we are supporting the efforts

of industry to prepare workers
for the jobs of today and of

the future.

Industry is looking for education
systems to help drive innovation,
tackle the global skills gap and
contribute to long-term economic
growth by ensuring learners
enter the world of work better
prepared to succeed in

their careers.

We have listened hard to
employers and are designing
products that meet the needs

of industry head on, whilst
providing learners with the

skills to succeed in the workforce.

Other information

Governments
& Regulators

We partner with governments to
ensure learners have access to
high-quality instruction, materials
and assessments linked to
beneficial outcomes, including
building workforce skills.

20

US states and a wide range of global
markets in which Pearson works
with government stakeholders

These learning opportunities
address learners' needs, close
skills gaps and meet workforce
demands. Governments and
regulators also set policy to help
drive sustainable growth and
ensure learners have access to
affordable education.

Governments are looking for
effective approaches to better
connect education and training
to employer needs, improving
learner outcomes.

We are committed to building
strong relationships with political
and educational leaders. We do
not make policy. Instead, we
share best practices, inform the
policy-making process, and forge
innovative partnerships aimed
atincreasing learner access,
affordability and success.

Business Partners

From technology providers to
suppliers, channel partners to
our authors, we have a broad
range of partners across our
global business.

c¢.80%

Pearson global spend derives
from c.600 suppliers

We are focused on building
successful business partnerships
across the education ecosystem
to ensure joint success

and growth.

We share similar goals with our
partners - from driving business
transformation to developing
world-class products; enhancing
customer experience, adherence
to data privacy and IT security
processes; managing risk;
developing talent and more.

We expect partners to share

our values.

We build relationships with
world-class partners and
suppliers for the benefit of all
our stakeholders. We believe that
working with partners who share
our commitments not just to
best-in-class business practices,
but also best practice and
international standards for
human rights and environmental
stewardship, strengthens our
value chain and reduces our
business costs and risks.
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Sustainability

Talent is the world's most valuable
resource —we're working to unleash it

We are pleased to announce our
new 2030 Sustainability Strategy

The world is facing exciting, unprecedented
opportunities and challenges. We need
everyone to reach their full potential and
help shape a brighter future. By leveraging
our capabilities and partnering with others,
we can help develop lifelong learning
opportunities that enable people around the
world to create better lives for themselves,
their families and generations to come.

Our focus is identifying, supporting and
developing people so they can reach their full
potential and supporting the UN Sustainable
Development Goals (SDGs) particularly goal 4
on quality education, goal 8 on decent jobs
and economic growth, and goal 10 on
reducing inequality.

The focus areas of our strategy are below.
Later this year, we will release our targets
and more detail about how we will advance
these objectives.

Materiality analysis

Our new sustainability framework was
developed based on a materiality analysis
that considered how Pearson’s business
priorities and stakeholder expectations
have changed and are likely to evolve.

Our materiality assessment was undertaken
with Forum for the Future, a well-respected
sustainability charity.

As we approached this work, we have taken
several key considerations into account:

> Engaging with our stakeholders: we engaged
with key stakeholders to understand the
issues mostimportant to them and where
they expect Pearson to play a role.

> Identifying current and future trends:
we conducted futures research to help
identify the social, environmental and
economic issues that will influence learning,
our ecosystem of partners and Pearson'’s
businessin the years to come.

Our new 2030 Sustainability Strategy

Pearson sees a world of talent

Talent is the world's most valuable resource. We want to unleash it.
Our Sustainability Strategy has three main pillars:

Advance equity

We have the role and responsibility to help
overcome barriers to lifelong learning,
from socio-economic hurdles to equity and
health challenges.

in learning

Lead by example

Build skills for
sustainable futures

We will use our skills, assets and

partnerships to equip people with the
technical skills, knowledge, creativity and
resilience needed to achieve the UN SDGs.

Our 2030 strategy will continue to focus on building the foundations for a sustainable
business, such as our commitments to respect human rights and minimise environmental
impacts across our value chain.

» Linking to business priorities: our process
was designed to align with and support our
corporate strategy and brand strategy.

> Supporting global goals: we will continue our
commitment to advancing the UN SDGs and
leverage their targets and indicators in our
goal-setting.

Active, ongoing input and engagement from
internal and external stakeholders is key to
ensuring the achievement of our new 2030
Sustainability Strategy. Our key stakeholder
groups include:

> employees;

» shareholders;

> learners;

» educational institutions & educators;
> employers;

> governments & regulators;

> business partners & suppliers; and

» international, non-governmental &
non-profit organisations.

In addition to Pearson'’s other stakeholders,
to inform our Sustainability Strategy, we listen
carefully to the insights of international,
non-governmental & non-profit organisations
working to improve education for vulnerable
and marginalised groups, advocating for the
UN SDGs and looking at the impact of
businessin society.

We conducted internal and external
interviews, focus groups and workshops
to identify high-impact issues.

To download more information about
our materiality analysis, complete

ESG data, our Global Reporting Initiative
(GRI)and UN Global Compact Index,
visit pearson.com/sustainability
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Taking stock of our 2020 Sustainability Plan

We are approaching the end of Pearson’s 2020 Sustainability Plan, which is focused on
three pillars: 1) reaching more learners; 2) shaping the future of learning; and 3) being a
trusted partner and supporting our commitment to the UN SDGs. Pearson has made
good progress across the pillars of our plan.

ﬁ.
&8 Reach more learners

Improve access to and
affordability of products
and services

We have built strong
foundations to reach more
learners from disadvantaged
backgrounds and support
them to overcome barriers
through products and services.
See examples on p17, 20, 36,
37and38 =

Collaborate to reach
underserved learners

Through partnerships
involving non-governmental
organisations, teachers,
education experts,
governments and others,
we are also tackling

some of the biggest
education challenges.

l Shape the future of learning

Build skills that foster
employability and inclusive
economic growth

We are better preparing
students to progressin
learning, work and life through
arange of products and
services. For example,
‘Pearson’s Career Success'
programme, which has
reached 135,000 learners since
2018, helps students set career
goals, fill skills gaps and
prepare for employment.

Promote education for
sustainable development

We are increasingly integrating
and promoting sustainability
content and skills, including in
our BTEC qualifications and US
Higher Education Courseware
products. We also released a
white paper with Arizona State
University, Business Fights
Poverty and the UN Principles
for Responsible Management
Education on how to scale up
and partner on opportunities
to advance learning and skills
for sustainable development.
Read more on p18-19 &

(&= Beatrusted partner

Respect and support
our people, customers
and communities

We successfully achieved
our goals to develop and
implement an Editorial
Policy to ensure content is
appropriate (see p19) and
report on Pearson’s GB
gender pay.

In 2018 and 2019, we also
reported on Pearson's GB
gender pay and continue to
take actions to further
reduce the gap.

Protect our natural
environment

We met our 2020 targets

to reduce our operational
Greenhouse Gas emissions

by 50% (using 2009 as the base
year) and reduce energy usein
our buildings on an absolute
basis by 50% (using 2013 as
the base year) early. Read
more on p22-23 &
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Read more about our
partnership with

Save the Children on p18 &
and CAMFED on p18 &

Engage in multi-stakeholder
research, dialogue and
collective action to solve
global challenges

We are active participantsin
multi-stakeholder, collective
action initiatives that aim to
strengthen global education
systems, explore the role of
the private sector in global
education and development,
and advance the UN SDGs.
See organisations on p26 =

Build a sustainable

supply chain

We have taken a number of
steps to continuously improve
how we consider social and
environmental issues in our
supply chain and procurement.
Read more on p23-25 =
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Progressin 2019
Advancing equity in learning

We have built a foundation to scale how

our products and services can help more
under-represented learners from diverse
backgrounds make better progress. Helping
improve access to quality education for a
broader spectrum of learners contributes to
growing our business, stimulating innovation
and advancing the UN SDGs. Some of the
underserved and underrepresented groups
we have focused on to date include adult
learners without degrees, underprepared
learnersin US higher education, people with
disabilities, women and girls, and refugees.

As one example, within the assessment
business in the US, the computer-based GED
allows adult learners to prepare for college,
career training programmes or better-paying
jobs. By supporting adults who have faced
barriers completing their high school
education, itis a key piece of our sustainability
objective to advance equity in education.

Other examples of products that are
helping learners overcome barriers

include Accelerated Pathways (see p36) and
BTEC qualifications (see p18 and 37) &

Accessibility

Pearson is committed to continual
improvement to increase the accessibility

of our products. Our Global Accessibility
Steering Group drives support for people with
disabilities through the intentional integration
of accessibility standards into product
development. Our Pearson Able Employee
Resource Group has a remit to improve
company practice in the support of learners
and employees with diverse needs.

Pearson has joined the Valuable 500,

a global movement to put disability on the
business leadership agenda. As part of our
membership, we have committed to publicly
disclose a policy framework for product
accessibility as well as to build, develop

and share a market-leading approach to
mentoring people with disabilities.

In 2019, the Assessment business drafted

an internal policy for accessibility, provided
25 virtual accessibility training sessions

for employees, and designed an external
accessibility website with tools and guidance.
The team also designed a three-year tactile
graphics study and completed Phase 1.

The study’s advisory board includes
representatives from the National Federation
of the Blind, the Braille Authority of

North America, Braille production vendors,
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certified Braille transcribers, students,
parents and teachers of the visually impaired.

In 2019, the Global Product business revised
an existing internal policy on accessibility and
laid the foundations to update all guidelines
from Web Content Accessibility Guidelines
(WCAG) 2.0to 2.1, in line with increasingly
global customer requirements. The team
also signed agreements with a number

of new channel partners to ensure the
widest and most convenient possible

access to our products.

Every Child Learning

Since 2015, Pearson has joined forces with
Save the Children to deliver the multilateral
Every Child Learning programme to support
Syrian refugee and host community girls and
boysinJordan, aged 9-12 years, in Grades 4, 5
and 6. The programme helps improve their
learning and build their resilience, whilst
making their learning environments safer.

To achieve this ambition, the partnership
has focused on researching and integrating
new programmatic and digital educational
solutions - including the creation of the
innovative classroom mobile learning tool,
the ‘Space Hero’ (Batl Al Fada'a) maths app.

The programme was successfully expanded
from three to 19 schools during the academic
year 2018-19, working collaboratively with
children, parents, teachers, school leadership
and the Jordanian Ministry of Education.
Over 10,000 children used the Space Hero
app through the programme, and over

2,000 participated in Arabic remedial classes
to help them catch up with their peers
through the programme.

To support educators, we developed and
tested a user dashboard complementing

the ‘Space Hero' app, which includes
features to help teachers follow up on their
students’ progress and tailor future classes.
The partners published ‘The Space Hero
Manual’ and distributed it to maths teachers
in schools. In addition, over 300 school staff
members were trained on academic subjects
and providing psychosocial support.

CAMFED

Since 2013, Pearson has partnered with
international NGO CAMFED (Campaign

for Female Education) to help girls from
low-income communities in sub-Saharan
Africa stay in school, learn and develop key
skills for life and work. The project is funded
by the UK Department for International
Development’s Girls’ Education Challenge,
and supported by national Ministries of
Education. Together, we developed a life
skills curriculum and learning resources
used by young women ‘Learner Guides’in
supporting vulnerable children studying in
rural schools. We also created a customised
BTEC qualification to recognise the skills,
experience and achievements of Learner
Guides and enhance their employability
prospects. As of December 2019, we have
awarded 2,880 BTECs to young women
from marginalised backgrounds in Zimbabwe,
Tanzania, Ghana and Malawi, against a
target of 5,000.

Supporting Syrian refugee and host community girls and boys

In 2019, Pearson and CAMFED adapted the
BTEC qualification to make it accessible to all
the young women acting as volunteer guides
in CAMFED'’s programme: not just guides
working in schools but also those supporting
girls as they graduate from school, and those
mentoring young women to set up and grow
local enterprises. The revisions also reflect a
greater emphasis on employability skills, and
new content has been introduced on topics
such as sexual and reproductive health and
information technology. The revised BTEC
qualification was launched in Zimbabwe,
Tanzania and Zambia during 2019 and is
projected to reach a further 4,500 candidates
over the next three years.

Pearson Ventures

Pearson Ventures invests in companies
building new market opportunities

using innovative business models,

future technologies and new educational
experiences. In December 2019, the initiative
made investments in its first two startups,
Springboard and Knowledge to Practice (K2P),
which are focused on lifelong learning and
employability. The investments total $4.2m
with Springboard at $2.2m and K2P at $2m.

Volunteering

Pearson sponsored a 2019 North America
Volunteer Day to support the philanthropic
interests of its employees and make a
difference in communities across the US and
Canada. Over 500 colleagues participated

in a variety of impactful activities including
book drives, reading to classrooms, food
drives, Habitat for Humanity, mentoring at
the Boys & Girls Club, park clean-ups and
trips to local animal shelters.

Building skills for sustainable futures

We want our learners to be equipped

with the skills and capabilities they need to
build careers and communities, navigate
uncertainty, address the world's biggest
sustainable development challenges and
thrive in the 21st century and beyond.

In response to our customers, we have
developed content, courses, qualifications
and other services that help students learn
about sustainability. By integrating
sustainability-related content into our
products, we can explore new market
opportunities while making a direct
contribution to the UN SDGs and inspiring
the next generation to improve their world.
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We work with a number of authors and
professors who have made sustainability
part of the materials they create for Pearson.
We have also developed a number of
sustainability qualifications, and have
embedded sustainability within BTEC
qualifications across sectors, including
engineering, warehouse operations,

animal management, science and IT.

Leading by example

We are committed to being the best partner
we can be to learners, educators, suppliers
and communities: living our values through
how we do business, treat people and protect
the environment.

Human rights

Our goal is to respect and promote human
rights, including the right to education,
throughout our operations and with our
customers, employees, contractors and
supply chain. Our approach is guided by

the Universal Declaration of Human Rights,
the International Labour Organization’s
declarations on fundamental principles and
rights at work, the UN Guiding Principles

on Business and Human Rights, and the

UN Global Compact Principles. We are a
founding signatory to the UN Global Compact,
and we are a member of the Global Compact's
UK Local Network.

We respect the rights of our employees to
freedom of association and representation
through trade unions, works councils or any
other appropriate forum wherever local laws
allow. We work to prevent discriminatory,
illegal and inhumane labour practices
including child labour, forced labour, slavery
and human trafficking. We use our influence
with our suppliers to improve standards

Governance
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for their employees. Read more about
supporting our suppliers and our work to
prevent modern slavery in the supply chain
onp23-25&

Our Human Rights Statement outlines the
priority human rights risks and opportunities
for Pearson that our programme is taking
steps to address. Our approach to human
rights covers five areas: learners, content,
employees, partnerships (see responsible
sourcing, p23-25), and privacy and data
(seerisk section, p47-48) &

Learners

Through our human rights impact
assessment, we determined that Pearson’s
greatest opportunity to advance human rights
is supporting underserved and vulnerable
learners through its products and services.
On p17 we describe our approach and
examples of products that are helping
learners overcome barriers, such as the GED
(see p17), Accelerated Pathways (see p36)
and BTEC qualifications (see p18 and 37) &

To protect learners from harm, we are
committed to safeguarding wherever

we operate, and particularly in schools,
training and learning centres, and teaching
facilities. More detail on our approach
appears on p45. We have undertaken work
to strengthen our processes for learners to
raise concerns about harassment or abuse,
including by integrating recommendations
from the UN Guiding Principles on Business
and Human Rights into relevant safeguarding
risk assessment frameworks. We have
completed a gap analysis of current processes
and identified areas of improvement to take
forward in 2020.

Content: Pearson'’s Editorial Policy

To ensure that the content within our
products is aligned to Pearson’s values,
and to prevent inappropriate content from
being published, our Global Editorial Policy
acts as a guide for content developers to
create products that are relevant,
appropriate and inclusive.

Our policy is based on principles in the
following areas:

1. Respecting human rights including
freedom from discrimination and bias

2. Creating content that embeds an
awareness for and the promotion of
Diversity & Inclusion

3. Demonstrating support for learning that is
based on evidence and facts

4. Aligning with legal and ethical obligations of
content creation and production

5. Ensuring content respects regional laws and
is not locally inappropriate or offensive

The policy is applied across all markets
and business units, and is overseen by a
cross-regional and functional steering
committee, chaired by a member of our
Executive team. A network of 35 policy
champions are responsible for
implementation and act as a point of
escalation for queries in our businesses
and markets around the world.

In 2019, we incorporated the Policy into
Pearson’s Code of Conduct. An online learning
module is automatically assigned to new
starters in content-facing and support
functions and, for external providers, as part
of our vendor onboarding process. To date,
over 6,000 employees and 1,500 external
providers have completed our Global Editorial
Policy training. Policy checkpoints are
included in our product development
processes, and a Policy review of published
titles has also been established in some
business units.

In our Global Product unit, key D&I discipline
leads have completed training on content
review, and we have released internal
guidelines to integrate best practices and
escalate issues. Moving into 2020, we will
launch additional training and certification
on reviewing content for D&l and scale up
our efforts in this area.
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Creative and
inspirational

@@ | want the female African perspective to be
heard and film is a powerful tool to express my ideas.
I'want to be a director who makes a change.®®

Josephine Kiaga,
BTEC Student of the Year 2019

BTEC Student of the Year 2019, Josephine
Kiaga, is both a creative and an inspirational

voice for her peers and the wider community.

She took a BTEC Subsidiary Diplomain
Creative Media Production (Film and
Television), as well as a BTEC Diploma in
Performing Arts (Acting) at Braeburn
International School Arusha in Tanzania, to
support her ambitions to become a director.

Josephine sets her sights high: “l want the
female African perspective to be heard and
film is a powerful tool to express my ideas.
| want to be a director who makes a change
and who creates with a purpose.”

Josephine is a powerful leader. She was an
ambassador of human rights at the East
African Model United Nations (EAMUN)
conference and she co-organised a ‘Girls’
Empowerment’ day for local girls in the
community where they ran workshops
regarding entrepreneurship, female hygiene
and more. She has also achieved distinctions
in public speaking enabling her to teach
London Academy of Music and Dramatic Art
(LAMDA) classes assisting fellow students.

As BTEC Student of the Year, Josephine

is a future creative leader and a powerful
advocate for women and her country.
Her energy and passion for the creative
arts will take her far.

About Pearson’s BTEC qualifications

Over Tm learners every year choose a BTEC
course through c.6,000 approved BTEC

centres in 60 countries around the globe.
Learners choose BTECs because they are
high-quality, hands-on qualifications
grounded in the real world of work.

Students learn by doing, and develop
valuable employability skills that they will

use throughout their future career or for
progression into university and to make a
positive impact on the world. We know that
this has a positive effect on students: research
from the UK Department for Education shows
that, for pupils in state-funded mainstream
schools, taking a Technical Award, such as a
BTEC Tech Award, is associated with pupils
having lower absence rates, lower permanent
exclusion rates and lower fixed exclusion
rates, when compared with similar pupils
who did not take a Technical Award.

Our priority growth markets are China,
ASEAN, Middle East, Central/Eastern Europe
and North Africa. The key strategic industry
sectors that we are focused on to address the
skills demand are engineering, construction,
digital/tech, travel and tourism, as well as
health and care.

This is an example of how we are designing
products to have an impact on key learning
outcomes such as employability skills and
promoting education to advance the UN SDGs
as part of our 2030 Sustainability Strategy.
Learn more about Efficacy on p27 &

Learn more in our Sustainability section on p16 &



Overview Strategy Performance

Employees

Our employees are key to helping us fulfill

our vision of helping far more people prosper
throughout a lifetime of learning. As such,

we play a crucial role in creating a working
environment that enables our employees to
grow, develop and succeed. This strategic
report describes the various ways in which the
company engages with, invests in and rewards
its employees. The remuneration report also
describes the remuneration philosophy which
applies to the company as a whole.

Employee engagement

This year, we have enabled engagement with a
range of opportunities for employees at all
levels of the organisation.

On the back of our successful Innovation Jam
in 2018, we formed Tiger Teams to support
implementing ideas and solutions. The Tiger
Teams have been directly involved with
introducing a more flexible approach to
performance management, including a new
behaviours framework, and they have been
instrumental in shaping our learning
strategy for 2020.

We launched the ‘Managers’ Corner’
community inJanuary 2019 to streamline
communications for our managers. The
purpose is to help our managers understand
what they need to know, need to do and need
to talk about with their teams. This is a critical
channel for ensuring all employees are aware
of key matters of concern, including financial
and economic factors affecting our business.
Our ‘We are Pearson’ campaign launched

in October 2019 with the celebration of
Pearson’s 175th birthday. The activity was
focused on reinvigorating the hearts and
minds of our employees across the globe
virtually and through 59 in-person local
birthday celebrations in 25 countries.

In response to the UK Corporate Governance
Code, we are excited to take partin
strengthening the voice of our workforce with
the creation of our Employee Engagement
Network (read more on p64) &

Governance
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Investing in and supporting our talent

This year, we launched ‘Pearson Products for
Pearson People’, as part of our commitment
to help our employees prosper. We introduced
GEDWorks™, an opportunity for regular
employees and their families in the US to

earn a GED credential for free (read more
about the GED on p17), and free access

to Pearson’s eText titles through the
VitalSource Bookshelf.

We implemented changes to our performance
management approach to shift our focus from
an annual backward-looking conversation to
regular conversations over the year, giving
employees the opportunity to continuously
learn, grow and improve performance. The
relationship between pay and performance
has not changed, to ensure that employees
are rewarded for their contribution and
impact. Managers have more flexibility to
differentiate their reward decisions.

We offer benefit programmes that make

our employees’ lives easier, simpler and more
rewarding. Our programmes vary globally and
include health insurance, disability coverage,
retirement savings matching, employee share
purchase options, commuter benefits, tuition
reimbursement, and programmes that
support wellbeing and work-life balance.

This year, we implemented US policy changes
designed to give our employees more time
with family when needed. Maternity leave
and Parental & Serious lllness in the Family
Leave (PSIL) were extended and the Financial
Aid for Adoption Policy was modified to
expand reimbursement benefits to offset
surrogacy expenses.

Pearson maintains its accreditation by the
Living Wage Foundation and has committed
to paying employees and regularly contracted
staff working in our buildings across the

UK and in London the real Living Wage.

Labour practices

We respect the right of our employees to
freedom of association and representation
through trade unions, works councils or any
other appropriate forum wherever local laws
allow. We have policies and processes in
place to prevent discriminatory, illegal or
inhumane labour practices, including child
labour, forced labour, slavery and human
trafficking, in our places of business,

as well as to address violations when they
occur. Representation takes many forms.
We support the right to unionise in the UK.
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Employee learning and development

Our culture is centred around helping people
unlock their futures through learning and a
range of diverse work experiences.

To become a digital-first company,

we recognise the importance of helping
our employees build their own digital skills.
‘Digital Learning Live' launched this year as
an interactive webinar series to provide all
employees with practical digital skills that
can be used across Pearson. The Help Me
kNow hub provides a large library of videos,
activities and lessons to help our employees
feel more comfortable with the new digital
tools introduced company-wide this year.

We are introducing a Senior Vice President
(SVP)-Employee Experience role which will
bring together our HR Centres of Expertise
to integrate our approach from recruitment
to retirementin a more meaningful way

for employees.

Managing organisational changes

Pearson experienced continued change this
year, through consolidation and headcount
reduction, as we work to achieve our
digital-first strategy. We continue to support
our employees with regular communication.
In the UK, we follow a legally prescribed
consultation process and undertake a
minimum period of 45 days.

We are also in the early stages of
implementing predictive analytics to help
us identify variations in employee turnover
globally. As we mature in this space, we will
be better positioned to develop targeted
strategies that increase retention.

In 2019, the Pearson Alumni Network
supported a community of past and current
engagement with employees through
quarterly newsletters, a‘Leaders in Learning
podcast, the ‘Career Coach’to share job
opportunities from around the sector,

and the ‘Alumni Learning Series’.

’
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Key performance indicators: women in Pearson

Among our seven D&l priorities is a goal to improve gender representation at the top two
levels of the company. At Board level, 33% of our members were female as at the end of
2019. As a founding member of the 30% Club, we have endorsed and committed to work
towards the target of a minimum of 33% representation of women on the Board and in
our Senior Leadership Group by 2020. The table below sets out our female representation
over the past three years. The final column on the right represents actual numbers.

2018 2019 2019

Board of Directors 30%  33% 4
Senior leadership' 31%  34% 34
Allemployees? 62%  59% 13,022

1 Two reporting lines from the Chief Executive.

2 Total employee figures for female composition of workforce are based on a snapshot of employees as
at31 December 2019. Average annual figures for 2019 are used elsewhere in this report and differ due
toincluding seasonal employees at peak periods in our assessment businesses, as well as those who
may no longer be employed by the Group at 31 December 2019 due to the simplification programme.

Key performance indicators: global Greenhouse Gas emissions data

Metric tonnes of COe 2009' 2018 2019

Combustion of fuel and operation
of facilities (GHG Protocol Scope 1) 44,649 13,057 13,251

Electricity (GHG Protocol Scope 2 - location based) 130,395 49,920 47,384
Electricity (GHG Protocol Scope 2 - market based)? - 4,583 418

Emissions relating to air and rail travel,
electricity transmission, waste and water

(GHG Protocol Scope 3) 35,262 30,0223 19,786
Total - location based 210,306 92,999 80,421
Total - market based 39,312 33,454
2013! 2018 2019
Total energy used in buildings (MWh) 285,590 127,083 129,717
Intensity ratios
tCO,e per employee (scope 1,2 &3) 6.8 3.48 3.57
tCO,e/sales revenue (scope 1,2 & 3) 20.50 20.79

1 2009is a baseline year for carbon reduction and 2013 is a baseline year for energy reduction.

2 Fornine of our key markets we buy renewable energy through green energy tariffs or renewable
energy certificates (RECs) in the country of consumption. This accounts for 97% of our electricity use.
We buy RECs regionally for the remaining 3% in those markets where we have a small presence.

3 Anew, enhanced data source was employed in 2019. We have updated and rebased our estimated
emissions as a result.

Methodology: We have reported on all of the emission sources required under the Companies Act 2006.
The method we have used to calculate GHG emissions is the GHG Protocol Corporate Accounting and
Reporting Standard (revised edition), using the Scope 2 dual reporting methodology, together with the
latest emission factors from recognised public sources, including, but not limited to, the UK Department
for Business, Energy & Industrial Strategy, the International Energy Agency, the US Energy Information
Administration, the US Environmental Protection Agency and the Intergovernmental Panel on Climate
Change. The data in the table above has been independently verified by Corporate Citizenship.

Diversity & Inclusion

Every person is unique, whether that be in
terms of age, gender, identity, race, ethnicity,
religion, disability, sexual orientation,
education, learning style, national origin,
personality type, as well as across a range of
other factors - as set out in our Diversity &
Inclusion Statement. At Pearson, we value a
diverse workforce and a workplace which
reflects our learners - the customers we
serve around the world.

Last year, Pearson designed and adopted a
new strategic framework for diversity and
inclusion practice. Our charter is to capitalise
on different perspectives and leverage
diversity to spur innovation and growth
through an inclusive culture and working
environment. Our approach includes:

> a Global Diversity & Inclusion (D&I) Council
led by the CEO to provide strategic oversight
and to extend our work into many more
markets and countries. The Council includes
business leaders, allies and advocates as
well as representatives from our Employee
Resource Groups.

~

a set of seven priorities which guide our
action planning and major initiatives.

~

a global network of D&l Advocates who
provide support to advance our practice in
their businesses and geographic locations.

~

aplan to help our ten employee resource
groups at Pearson evolve and mature.

The networks are for women, women in
technology, parents, veterans, Latinos,

the LGBT+ community, generational
differences, people with disabilities,
employees of black and/or African ancestry,
and a group representing black, Asian and
minority ethnic people.

~

a D&l dashboard review and goal-setting
session held with each business and
function leadership team. This was a new
introduction in 2019.

Disability is an important part of our wider
commitment to Diversity & Inclusion.

We work to ensure that appropriate
procedures, training and supportarein
place for people with disabilities to ensure
fair access to career and progression
opportunities. Our Pearson ABLE employee
resource group helps improve practice by
bringing together people with disabilities in
Pearson and accessibility advocates.
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In 2019, Pearson received a number of D&
awards (see p26) and was recognised as
fostering an inclusive culture through our
leaders. The Managing Director of Pearson
Canada was named on the 2019 HERoes
Women Role Model Executives list, which
celebrates women driving change to increase
gender diversity in the workplace. Also, our
SVP-BTEC and Apprenticeships has been
recognised in the 2019 EMpower list of the
top 100 ethnic minority business leaders.

Pearson continues to report on GB gender
pay in line with UK regulations. Our work to
extend our reporting on gender pay to cover
our global operations by 2020 continues and
is on track.

Our environmental impact

We are committed to reducing our impact on
the environment. Responsible environmental
stewardship helps to create a healthy and
sustainable planet for our learners and all of
society. Our biggest direct impacts are carbon
emissions from our use of energy, so we

need to ensure we manage our own
operations responsibly.

We continue to do our part to address the
global challenges of climate change. In 2019,
we calculated our Scope 3 GHG emissions and
developed a proposal for the Science Based
Target Initiative to establish our new long-
term goal for carbon emissions in 2020.

We met our 2020 GHG and energy reduction
targets achieving:

» 62% reduction in total (location based)
GHG emissions (vs target of 50% reduction
against 2009 baseline).

> 55% reduction in energy use in our buildings
(vs target of 50% vs 2013 baseline).

In 2019, we installed LED lighting in three of
our UK properties.

> We maintained our commitment to using
100% renewable electricity and offset
our emissions from our energy and
fuel consumption and business travel
(through an Indonesian forestry
conservation project and an Indian
renewable energy project, both of which
are certified to the VCS standard).

In 2019, we maintained our ISO 14001
certification, the environmental management
standard in the UK and Australia. This
standard incorporates both internal and
external audits.
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Responsible sourcing

At Pearson, we believe in doing business
with partners who share our commitment
to human rights and the environment -
strengthening our supply chain through
shared values and commitments.

In 2019, Pearson purchased over £2.35bn of
goods and services from third parties, from
large multinationals to smaller specialist
companies and sole traders. Around 80%
of Pearson’s global spend is represented by
605 suppliers.

The majority of products and services
Pearson purchases are sourced from
suppliersin OECD countries, predominantly
in North America and Europe. Our
relationships with suppliers are guided by
our commitments to international standards
for human rights and environmental
responsibility. We are committed to the

UN Global Compact and other human rights
standards including the Universal Declaration
of Human Rights, the International Labour
Organization’s declarations on fundamental
principles and rights at work, and the

UN Guiding Principles on Business and
Human Rights (see p19 for more on our
commitments). The UK Modern Slavery

Act also guides our approach, and our
Modern Slavery Statement is available at:
https://www.pearson.com/legal-information/
our-policies/modern-day-slavery.html

We are a founding member of the Book Chain
Project, a partnership between publishers

to enhance industry standards relating

to labour standards and human rights,
product safety, and paper sourcing.

Sourcing policies

Our policies help ensure Pearson’s values
are reflected and shared with everyone

we do business with. The Business Partner
Code of Conduct (Partner Code) clarifies the
responsibilities and expectations we have of
our business partners (which includes joint
venture partners, vendors, franchisees,
distributors, suppliers, contractors,
consultants and agents) for ethical and
responsible business practices.


https://www.pearson.com/legal-information/our-policies/modern-day-slavery.html
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The Partner Code sets out our support for
environmental stewardship, universal human
rights (including equal employment, freedom
of speech and of association, and cultural,
economic and social wellbeing), good labour
practices, and decent working conditions.

It also sets out expectations that our supply
partners, and their subcontractors, oppose
discriminatory, illegal, or inhumane labour
practices, including slavery and human

trafficking. The Partner Code is presentin new

contracts and is included when contracts are
renewed or updated. Compliance with the
principles in our code is a minimum standard
of behaviour outlined in contracts.

Our Business Terms of Reference, specific
to Pearson supply chain contracts, set out
the terms and conditions for purchase of
goods and services, and are agreed prior
to engaging suppliers. This provides
Pearson with the power of audit and

right to terminate a relationship if we find
issues of non-compliance, ensuring our
responsible purchasing principles are
contractually enforceable.

When working with schools and campuses,
suppliers must have an acceptable
safeguarding policy which meets or
exceeds Pearson'’s own (see p45 for more
on safeguarding). Suppliers are also subject
to Pearson’s Anti-Bribery and Corruption
Policy (see p49 and p77) and Gifts and
Hospitality Policy.

Direct supply chain

While we have a growing technology-enabled
supply chain reflecting our increasing shift to
digital, our traditional paper-based products
continue to be a key area of focus. Our Supply
Chain function manages our purchases of
paper for books, as well as our contracts with
printers and works with distributors and
shippers who bring our products to market.

@® We are committed
to reducing our impact
on the environment. 9@

US Higher Education Courseware supply chain
Pearson does not directly manage paper
procurement, print manufacturing,
warehousing and distribution operations
for our US Higher Education Courseware
business. These activities are outsourced
to LSC Communications, which is subject to
our Business Partner Code of Conduct.

Paper sourcing

Pearson has a longstanding Responsible
Paper Sourcing Policy that sets out our
approach to managing risks related to human
rights and environmental practices in our
direct supply chain. This policy sets out our
preference for paper suppliers which hold
Forest Stewardship Council (FSC) certification,
and we also recognise the Programme for the
Endorsement of Forest Certification (PEFC)
system of certification.

In 2019, we purchased over 100,000 tonnes

of paper globally. To help to reduce our
impact, we have retained Chain of Custody
accreditation from the FSC in the UK, which
enables Pearson products to carry the FSC
logo. Of the more than 12,000 tonnes of paper
we purchased in the UK, 86% was certified

to an environmental standard, such as FSC

or PEFC.

Print production

We rely on third-party suppliers to print our
textbooks and course materials. Globally,

we have over 200 print suppliers representing
approximately £200m in spend.

In the UK, we require suppliers rated as

high risk and with spend of over £100,000 to
undertake an independent third-party audit
before being approved as a supplier, and to
agree to regular review audits at least once
every two years. We rate suppliers as medium
or high risk based on a Book Chain tool
designed specifically to help publishers
identify labour and environmental risks in the
supply chain. The audits are carried out by
third-party auditors and shared via the Book
Chain platform.

Our due diligence process also includes
visiting suppliers around the world to
assess compliance with our standards,

and to ensure suppliers address non-
compliance. These visits provide a valuable
opportunity to reinforce our commitments
to eliminating all forms of child, forced and
compulsory labour, as well as promoting
environmental stewardship.
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In our UK business, we had £26m in spend
with 46 suppliers in total. Of these, we have
identified four suppliers, representing £6.6m
in spend, as high-risk based on country of
operation (China and Malaysia), guidance
from the Book Chain Project and meeting our
£100,000 materiality threshold. All four were
visited in 2019 and have a valid audit in place.

Indirect procurement

Following deployment of systems in the UK,
US and Canada, new supplier requests

are tracked and pass through audited
approval actions before being confirmed for
onboarding into Pearson systems. Suppliers
submitinformation directly and securely
through our platform, governed by SOX
control standards, where risk assessment
concerns are tested across: conflict of interest,
trade sanctions, sanctioned countries,
sustainability, physical security, diversity,
and business continuity.

Our 2020 supplier risk initiatives will focus on:
areduction in the number of ‘active’ suppliers
available for the business users to purchase
against (therefore reducing our risk
landscape); risk assessment of incumbent
suppliers; and improvement of Pearson’s
supplier risk assessment enabled by
technology and partnerships.

Contingent workers

Allegis Global Solutions (AGS) is the major
partner supporting Pearson’s relationships
with our contingent workforce population.
Our contingent workers frequently fill roles
such as engineers, developers, exam graders
and project managers.

AGS, and our other partners, help Pearson
ensure our contingent workers receive
detailed information outlining how Pearson’s
people policies apply to them, and help to
hold contingent worker agencies accountable
for ensuring that workers are informed of
these policies.

Governance
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Supplier diversity

Our supplier diversity programme focuses

on local, small, diverse businesses - such as
underutilised, or women-, minority-, LGBT-

or veteran-owned. Building close partnerships
with diverse suppliers helps make us more
competitive and drive innovation. In 2019,

the Global Supplier Diversity team contributed
to 37 proposals with supplier diversity
requirements, whose total potential

contract value exceeds ~£400m.

Aroadmap for the future

In 2019, we undertook a project with
sustainability advisers, BSR, to assess our
existing approach to human rights in our
supply chain, ensure we meet global
standards and stakeholder expectations,
identify any gaps, and develop a roadmap
to improve our approach. Based on the
project’s findings, Pearson plans to improve
spend data, facilitate better measurement
and reporting of KPIs, and continue to inform
both buyers and suppliers on human rights
issues to Pearson'’s standards.

Through our Procurement Function, Pearson
will continue to contribute to our corporate
social responsibility and sustainability targets
by influencing our sourcing methodologies

to promote spend with qualifying suppliers.
We are putting processes in place to: increase
our diverse spend; include supplier diversity
language in our requests for proposals;

and work with non-diverse suppliers to
incorporate supplier diversity goals into

their procurement process.

Governance

Our strong governance structures and
internal systems are key to managing risks
and embedding sustainability, responsibility
and ethics across our business. Key areas
include our organisational risk management
(see p40-50), compliance and anti-bribery
process (see p49), public policy (see p45)
and tax (see p47) &
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Sustainability governance

The Reputation & Responsibility Committee,
a formal committee of the Board, provides
ongoing oversight, scrutiny and challenge on
matters relating to our Sustainability Strategy
and our corporate reputation. Learn more
onp72&

The Pearson Executive oversees
implementation of business and sustainability
strategy. The Responsible Business
Leadership Council drives implementation

of the strategy on behalf of the Board. Itis
chaired by our Chief Corporate Affairs Officer
and comprises leaders from across the
business. We updated the membership and
terms of reference in 2019 to oversee and
support the integration of our updated
sustainable business priorities.

Code of Conduct

The Pearson Code of Conduct underpins our
values by setting out the global ethical, social
and environmental standards of behaviour
we expect from employees, and we have a
companion code for business partners.

Our Code of Conduct was revised and
refreshed in 2019, and the course included a
focus on raising concerns, a certification to the
Code and an overview of our Global Conflicts
of Interest Policy and disclosure process.

We make sure all Pearson employees are
aware of our Code and confirm they
understand and will comply with it. In 2019,
we achieved our target of 100% employee
completion and acknowledgement of the
Code by all employees. The Code is also
assigned as part of the onboarding process
for all new Pearson employees.

Raising concerns

We operate a free, confidential telephone
helpline and website for anyone who wants
to raise a concern, and we have a clear Raising
Concerns and Anti-Retaliation Policy in place
to encourage honesty and openness. Cases
that pose significant risks to our business are
reported to the Pearson Audit Committee
with ultimate ownership by the Board.
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Sustainability

Recognition and multi-stakeholder engagement
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Non-financial information statement & more information

The following table outlines where the key contents requirements of the non-financial information statement (as required by sections
414CA and 414CB of the Companies Act 2006) can be found in this document.

Please visit our website for a complete set of our environmental, social and governance performance data and information about how
we are aligning with the UN Global Compact principles, Global Reporting Initiative and Carbon Disclosure Project.

Reporting requirement Pearson policies and procedures Section of annual report

Environmental matters Environmental Policy Our environmental impact, p22-23
Paper Purchasing Policy
Employees Code of Conduct Our employees, p21-22
Human Rights Statement
Raising Concerns and Anti-Retaliation Policy
Health & Safety Statement
Diversity & Inclusion Statement

Human rights Human Rights Statement Human rights, p19
Editorial Policy Editorial Policy, p19
Modern Slavery Statement Our employees, p21-22

Safeguarding Principles
Social matters Human Rights Statement Our 2030 strategy, p6
Advance equity in learning, p17
Build skills for sustainable futures, p18-19
Anti-corruption and bribery Code of Conduct Legal and compliance, p48-49
Anti-Bribery and Corruption (ABC) Policy

Raising Concerns and Anti-Retaliation Policy

Policy embedding, due diligence and outcomes Organisational risk management, p40-50
Sustainability, p16-26

Description of principal risks and impact of business activity Organisational risk management, p40-50

Description of business model Our strategic model, p10-11

Non-financial key performance indicators Sustainability, p16-26

Publicly available policies in the list above can be found at:
www.pearson.com/corporate/our-policies.html


www.pearson.com/corporate/our-policies.html
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Efficacy

Efficacy is the
science behind
how Pearson
designs learning
experiences to
impact learning

In 2013, we made a commitment to measuring
our impact on some of the outcomes that
matter most to learners, such as achievement
in exams. The next generation of efficacy
takes what we have learned and evolves our
approach by putting a stronger focus on
designing products to have a measurable
impact on delivering employability and
lifelong learning outcomes as well.

Although our approach is rigorous, the
concept underlying it is simple: we use
evidence and research to design products
and solutions to help learners achieve the
outcomes that matter to them. Then, we
measure the impact the use of our products
has, publicly and transparently report on
thatimpact, and use what we learn to help
learners and ourselves continuously improve.

We aspire in our commitment to efficacy to
give learners a reason to believe in Pearson,
as the trusted guide to lifelong learning, as
they navigate a changing world of work. The
era of one job or career for life is gone. The
talent economy is now driving the need for a
lifetime of learning. Automation is changing
the world of work, STEM jobs are on the rise
and in many places, jobs outnumber workers
for the first time in decades. Skills that are

Productivity competencies

Skills, knowledge and attributes
that make individuals productive

in the workplace

Governance
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hard to automate, like personal and social
capabilities such as communication and
critical thinking, are becoming more
important than ever. To equip themselves

to make the most of this new world of work,
people must continuously grow, demonstrate
their skills and adapt their talents.

In this talent-driven world, to support people
to make the necessary progress, we must also
refocus and redesign learning to support the
development of key skills needed to thrive in
the future of work.

First, we must help people to understand
what it means to be employable. Based on
research with ¢.14,000 employers, educators,
and learners across the world into the
outcomes that matter most, we have
identified the range of competencies and
skills that go into making an individual
employable. This includes the foundations,
such as learning to learn, to securing levels of
achievement in core academic areas like the
STEM disciplines, to the skills needed to
continuously learn throughout life in order
to remain successful over a whole career.
These are the skills needed for jobs that
don't even exist yet. The skills fall into four
broad categories as visualised below.

Reflecting this, our aspiration to be a
trusted guide is built on demonstrating to
learners we can help them grow, show and
continuously evolve their talents through a
lifetime of learning.

Our ongoing commitment to demonstrating
our impact via transparent, publicly audited
efficacy reporting sets us apart from our
competitors. Two of the efficacy reports we
are releasing this spring focus on products
designed to supportindividuals to be
successful in their careers:

> Watson-Glaser assesses critical thinking for
higher education placement and employee
hiring and success.
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> BTEC Level 3 Health and Social Care equips
students with the specialist knowledge,
practical skills and understanding they need
to progress along their chosen learning and
career path.

Learn more about BTEC on p20 &

Additional reports will be released later in
2020 on our Virtual Schools business, and
on our US Higher Education Courseware
products. All of our reports are accessible at:
www.pearson.com/corporate/efficacy-and-
research.html

As pioneers in applying efficacy in education,
we are committed to keeping on pushing the
boundaries of the returns learners deserve
from learning experiences: guiding learners
through a lifetime of learning and, in doing
so, building public trust in the business

of learning.

Designing innovations for impact

Aida is the world's first Al-enabled
mobile calculus tutor designed to
support students to pass calculus and
in doing so contribute to increasing
STEM retention rates.

To achieve this outcome, the design was
informed by our learning science and
design expertise. Aida analyses learners'
paper-based calculations, identifying
incorrect steps, gives feedback and uses
authentic examples to more actively
engage learners and improve motivation.

No matter how advanced the technology
is, our focus on efficacy keeps our product
development grounded in design, based
on decades of evidence of what works to
enable learning, measure impact and
continuously improve.

Learn more about Aida on p35 =

Transitional competencies

Enable individuals to secure
employment and make
progress in employment

Core academic
competencies

Occupational
competencies

Personal
&ssocial
competencies

Learningto learn

English language

Career
knowledge
& transition

skills


www.pearson.com/corporate/efficacy-and-research.html
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Directors’ duties statement

The Directors of Pearson plc - and those of all
UK companies - must actin accordance with a
set of general duties. These duties are detailed
in the Companies Act 2006 and include in
Section 172 a duty to promote the success

of the company (see inset, right).

As part of their induction at Pearson, the
Directors are briefed on their duties and

they can access professional advice on these
- either through the company or, if they judge
it necessary, from an independent provider.
Typically, inlarge and complex businesses
such as Pearson, the Directors fulfil their
duties partly through a governance
framework that delegates day-to-day
decision-making to employees of the Group.

The Board recognises that such delegation
needs to be much more than a simple
financial authority and, throughout this
document, we have summarised: our
governance framework; the values and
behaviours expected of our employees and
business partners, including the standards to
which they must adhere; how we engage with
stakeholders, including to understand and
take into account their views and concerns;
and how the Board looks to ensure that we
have a robust system of control and
assurance processes in place.

In this annual report, we provide examples of
how the Directors take into account the likely
consequences of decisions in the long term,
build relationships with stakeholders, engage
with employees, understand the impact of
Pearson’s operations on communities and
the environment, and attribute importance
to behaving as an ethical and responsible
business. In particular, you are encouraged
to read the following sections of this report
which illustrate how the Directors, with the
support of the wider business, consider
these matters in the course of their duties,
although this is not intended to be an
exhaustive list as such matters are integrated
throughout this report:

> Creating value for our stakeholders (p14),
which summarises our stakeholder groups,
how we serve and engage with them, their
key concerns and our response.

> The Board's disclosure, Engagement with
stakeholders (p62), which summarises:

- how Directors have engaged with
employees and had regard to employees’
interests; and

-how Directors have had regard to the
need to foster the company’s business
relationships with suppliers, customers
and others. Pearson considers its key
customer groups to be Learners, Educators
and Educational Institutions, and describes
its suppliers as Business Partners -
we have categorised our engagement
with these groups accordingly.

> Sustainability (p16), which describes:

- how stakeholders were consulted in
the development of our new 2030
Sustainability Strategy, which is ongoing
and is overseen by our Reputation &
Responsibility Committee;

-the ways in which we engage in respect of
the social, environmental and economic
issues that will influence learning;

- initiatives through which we strive
to improve access to quality
education for underserved and
underrepresented groups;

- the ways in which Pearson strives to be the
best partner we can be to customers such
as learners and educators, suppliers and
communities: living our values through
how we do business, treat people and
protect the environment.

A continued understanding of the key issues
affecting stakeholders is an integral part of
the Board's decision-making process and

the insights which the Board gains through
engagement mechanisms form an important
part of the context for all of the Board's
discussions and decision-making processes.
The case study on Pearson’s recent acquisition
of Lumerit Education (p61) provides an
illustrative example of how the Board

takes stakeholder views, and the impact

on stakeholders, into accountin its
decision-making.

Section 172 of the Companies Act

In summary, as required by Section 172

of the Companies Act 2006, a director of a
company must act in the way he considers,
in good faith, would most likely promote
the success of the company for the

benefit of its shareholders. In doing this,
the director must have regard, amongst
other matters, to:

> the likely consequences of any decisions
in the long term;

> the interests of the company'’s
employees;

> the need to foster the company’s
business relationships with suppliers,
customers and others;

> the impact of the company’s operations
on the community and environment;

> the company's reputation for high
standards of business conduct; and

> the need to act fairly as between
members of the company.



Overview Strategy Performance

Financial review

Governance

Financial statements Other information

In 2019, underlying sales
were flat and adjusted
operating profit was up 6%

Profit and loss statement

In 2019, sales decreased by £260m in headline
terms to £3,869m (2018: £4,129m) with
portfolio changes reducing sales by £347m
and currency movements increasing revenue
by £97m. Stripping out the impact of portfolio
and currency movements, revenue was flat

in underlying terms. Underlying revenue in
North America declined 3%, Core was up 5%
and Growth was up 4%.

The 2019 adjusted operating profit of £581Tm
(2018: £546m) reflects a £130m year-on-year
benefit from restructuring, £19m benefit from
other operational factors, a benefit of £15m
from currency movements, and a £25m
benefit from the adoption of IFRS 16 Leases
(see note 1b to the consolidated financial
statements) offset by £37m of portfolio
changes, £50m of inflation, and a £67m
decrease from trading. Excluding the impact
of currency movements and portfolio
changes, underlying adjusted operating
profit grew 6%.

Financial summary
Business performance

Net interest payable was £41m, compared

to £24min 2018. The increase is due to the
adoption of IFRS 16, which resulted in an
additional £34m of net interest payable in
2019. After excluding the impact of IFRS 16,
there was a reduction in net interest payable
due to lower levels of net debt together with
favourable movements in interest on tax and
the absence of one-off costs from the
redemption of bonds.

The effective tax rate on adjusted earnings in
2019 was a charge of 16.5% compared to a
credit of 5.2% in 2018. The increase in tax

rate reflects the lower level of one-off benefits
in 2019 compared with 2018, including
provision releases, due to the expiry of
relevant statutes of limitation and the
reassessment of historical positions.

Adjusted earnings per share of 57.8p
(2018: 70.3p) reflects all the elements above.

Statutory results
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Coram Williams
Chief Financial Officer

Cash generation

Operating cash flow was £418m in 2019
(2018: £513m) with cash conversion at 72%
(2018: 94%). This was impacted by the timing
of the disposal of our US K12 Courseware
business, a mismatch between cash and
accrued incentive compensation and
challenging trading in US Higher Education
Courseware. These factors more than offset a
modest benefit from the adoption of IFRS 16.

The equivalent statutory measure, net cash
generated from operations, was £480m in
2019 compared to £547m in 2018, for the
reasons noted above, as well as higher net
restructuring payments of £111m. 2018 had
£25m restructuring cash inflow due to
proceeds from the rationalisation of our
property portfolio.

Headline CER Underlying Headline CER Underlying
£ millions 2019 2018 growth growth growth £ millions 2019 2018 growth growth growth
Sales 3,869 4,129 (6)% (9)% 0%  Sales 3,869 4,129 (6)% (9)% 0%
Adjusted Operating profit 275 553
operating profit 581 546 6% 4% 6%  Pprofit for the year 266 590
Operating cash Cash generated
flow 418 513 from operations 480 547
Adjusted earnings Basic earnings
pershare 57.8p 70.3p per share 34.0p 75.6p
Dividend per
share 19.5p 18.5p
Net debt (1,016) (143)'

Throughout this section: a) Growth rates are stated on an underlying basis unless otherwise stated. Underlying growth rates exclude currency movements,
portfolio changes and changes related to the adoption of IFRS 16. b) The ‘business performance’ measures are non-GAAP measures and reconciliations to the

equivalent statutory heading under IFRS are included in the financial key performance indicators section on p201-204 =

1 Netdebtpre-IFRS 16. Net debt adjusted for IFRS

16in 2018 would have been £809m.
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Statutory results

Our statutory operating profit was £275m

in 2019, compared to £553m in 2018.

The decrease in 2019 is largely due to the
decrease in gains on disposals, together

with increased intangible and restructuring
charges, which more than offset the increase
in adjusted operating profit.

Capital allocation

Our capital allocation policy is to maintain a
strong balance sheet and a solid investment
grade rating, to continue to investin the
business and through acquisitions, to have
asustainable and progressive dividend
policy, and to return surplus cash to our
shareholders. Given the strength of the
balance sheet and, with the simplification

of our back office largely complete, this gives
us more scope for inorganic investment.

Balance sheet

Net debt to adjusted EBITDAwas 1.3xon a
post-IFRS 16 basis. On a post-IFRS 16 basis,
net debt rose from £809m in 2018 to £1,016m
in 2019, reflecting lower operating free cash
flow, dividends, additional capital invested in
Penguin Random House, the acquisitions of
Smart Sparrow and Lumerit Education and
outflows from the disposal of the US K12
Courseware business.

In March 2019, the Group repurchased

€55m of its remaining €500m Euro 1.875%
notes due May 2021, to leave €195m
outstanding. The Group also refinanced its
revolving credit facility (RCF) in February 2019,
extending the maturity to February 2024 and
reducing the size to $1.19bn. Borrowings at

31 December 2019 included drawings on the
Group’s RCF of £230m (2018: £nil).

Pension plan

The overall surplus on UK pension plan of
£571m at the end of 2018 has decreased
to a surplus of £429m at the end of 2019.
The decrease has arisen principally due to
the unfavourable impact from changes in
discount rate assumptions.

Dividend

In line with our policy, the Board is proposing
afinal dividend of 13.5p (2018: 13p), an
increase of 4%, which results in an overall
dividend of 19.5p (2018: 18.5p), up 5% on prior
year, and subject to shareholder approval.
This will be payable on 7 May 2020.

Share buyback

In January 2020, the Group commenced

a £350m share buyback programme,

in connection with the announcementin
December 2019 of the sale of its remaining
25% interest in Penguin Random House.
As of 3 March 2020, being the latest
practicable date before the publication

of this report, we have completed £105m
of the share buyback so far.

Businesses held for sale

In December 2019, the Group announced
the agreement to sell its remaining 25%
interestin Penguin Random House to
Bertelsmann, generating net proceeds of
approximately $675m.

At the end of December, our share of

the assets of Penguin Random House
has been classified as held for sale on the
balance sheet.

Businesses disposed of

Following the decision to sell the US K12
Courseware business, the assets and liabilities
of that business were classified as held for
sale on the balance sheet at the end of 2018.
In March 2019, the Group completed the sale,
resulting in a pre-tax profit on sale of £13m.

2020 outlook

In 2019, we delivered flat underlying revenue,
achieved adjusted operating profit growth,
made good progress on our simplification
programme and laid the foundations for
growth. Our guidance for 2020 is for adjusted
operating profit between £410m and £490m
and adjusted earnings per share of 38.0p to
47.0p. This reflects our portfolio excluding
Penguin Random House, exchange rates as at
31 December 2019 and the following factors:

Inflation and other operational factors

Our 2020 guidance incorporates cost inflation
of c.£30m which reflects a lower cost base
and the benefits of our simplification

drive, other operational factors of £45m
predominantly due to the reinstatement

of staff incentives, as well as continued
investment in our strategic growth areas.

Trading

Trading is expected to impact profit between
flatand £(80)m with the decline in US Higher
Education Courseware offset by growth in the
rest of the business.

Restructuring benefits

We expect incremental in-year benefits from
the 2017-2019 restructuring programme of
£60min 2020.

Disposals

We expect a negative impact of £55m on
adjusted operating profit, from portfolio
changes, including £65m from the sale of
Penguin Random House.

Interest and tax

We expect a 2020 net interest charge of
c.£50m and a tax rate of ¢.21%, excluding
Penguin Random House.

Currency

In 2019, Pearson generated approximately
62% of its sales in the US, 3% in Greater China,
5% in the Eurozone, 3% in Brazil, 3% in Canada,
4% in Australia, 2% in South Africa and 2% in
India and our guidance is based on exchange
rates at 31 December 2019.

We calculate that a 5c move in the US Dollar
exchange rate to Sterling would impact
adjusted EPS by around 2p to 2.5p.

Adjusted performance measures

The Group's adjusted performance measures
are non-GAAP financial measures and

are included as they are key financial
measures used by management to evaluate
performance and allocate resources to
business segments. The measures also enable
investors to more easily, and consistently,
track the underlying operational performance
of the Group and its business segments over
time by separating out those items of income
and expenditure relating to acquisition and
disposal transactions, 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 titled
measures reported by other companies.
Areconciliation of the adjusted measures
to their corresponding statutory reported
figures is shown in summary below and in
more detail on p201-204 &
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Adjusted operating profit

Adjusted operating profit includes the
operating profit from the total business
including the results of discontinued
operations when relevant. There were

no discontinued operations in either 2018
or 2019. Areconciliation of the statutory
measure to the adjusted measure is
shown below:

Governance

£ millions 2019 2018

Operating profit 275 553
Add back: cost of major

restructuring 159 102
Add back: other net (gains)

and losses (16)  (230)
Add back: intangible charges 163 113

Add back: impact of

GMP equalisation - 8

Adjusted operating profit 581 546

In May 2017, we announced a restructuring
programme, to run between 2017 and 2019,
to drive significant cost savings. This
programme began in the second half of

2017 and costs incurred relate to delivery

of cost efficiencies in our Enabling Functions
and US Higher Education Courseware
business, together with further rationalisation
of the property and supplier portfolio.

The restructuring costs in 2019 relate
predominantly to staff redundancies,

whilst the restructuring costs in 2018 relate
predominantly to staff redundancies and the
net cost of property rationalisation, including
the netimpact of our consolidation of the
property footprint in London.

These major restructuring costs are
analysed below:

£ millions 2019 2018

Further efficiency improvements
in Enabling Functions through
back office change programmes
in Human Resources, Finance
and Technology

(94) (48)

Adjusting the cost base in
our US Higher Education
Courseware business (34) (21)
Further rationalisation of

property, vendor and

supplier agreements (29) (21)

Associate restructuring (2) (12)
Total (159)  (102)

Financial statements Other information

Other net gains and losses that represent
profits and losses on the sale of subsidiaries,
joint ventures, associates and other financial
assets are excluded from adjusted operating
profit. This is because it is important to
highlight their impact on operating profit,

as reported, in the period in which the
disposal transaction takes place, in order

to understand the underlying trend in the
performance of the Group. Other net gains
included in operating profit of £16min 2019
mainly relate to the profit on sale of the US
K12 Courseware business. Other net gains of
£230min 2018 relate to the sale of the Wall
Street English language teaching business
(WSE), a gain of £207m, the disposal of our
equity interestin UTEL, the online university
partnership in Mexico, a gain of £19m,

and various other smaller disposal items.

Charges relating to acquired intangibles and
acquisitions are also excluded from adjusted
operating profit when relevant, as these
items reflect past acquisition activity and

do not necessarily reflect the current year
performance of the Group. Intangible
amortisation and impairment charges in
2019 were £163m compared to a charge of
£113m in 2018, as although acquisition activity
has reduced in recent years, there was an
additional £65m impairment charge in 2019
relating to acquired intangibles in the Brazil
business, following a reassessment of the
relative risk in that market (see also note

11 to the financial statements).

In 2018, the impact of adjustments arising
from clarification of guaranteed minimum
pension (GMP) equalisation legislation in the
UK were excluded from adjusted operating
profit, as outlined below in the section on
post-retirement benefits.

Underlying growth rates

Sales decreased on a headline basis by
£260m, or 6%, from £4,129m in 2018 to
£3,869m in 2019, and adjusted operating
profitincreased by £35m, or 6%, from £546m
in 2018 to £581m in 2019. The headline basis
simply compares the reported results for
2019 with those for 2018. We also present
sales and adjusted operating profit on an
underlying basis, which exclude the effects of
exchange, the effect of portfolio changes
arising from acquisitions and disposals,

and the impact of adopting new accounting
standards that are not retrospectively applied.
Our portfolio change is calculated by taking
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account of the contribution from acquisitions
and by excluding sales and profits made by
businesses disposed in either 2018 or 2019.
Portfolio changes mainly relate to the sale

of our US K12 Courseware business in 2019
and the sale of our WSE language teaching
business in the first half of 2018. Acquisition
contribution was not significant in either
2018 or 2019.

In 2019, our underlying basis excludes the
impact on adjusted operating profit of IFRS 16
‘Leases’. This new standard was adopted on
1January 2019 but the comparative figures for
2018 have not been restated. The impactin
2019 was to increase adjusted operating profit
by £25m.

On an underlying basis, sales were flatin 2019,
compared to 2018, and adjusted operating
profitincreased by 6%. Currency movements
increased sales by £97m and adjusted
operating profit by £15m. Portfolio changes
decreased sales by £347m, and together

with the impact of IFRS 16 (as noted above),
decreased adjusted operating profit by £12m.

Adjusted earnings per share

Adjusted earnings includes adjusted
operating profit and adjusted finance and tax
charges. A reconciliation to the statutory
profitis shown below:

£ millions 2019 2018

Profit for the year 266 590
Non-controlling interest ) 2)
Add back: cost of major

restructuring 159 102
Add back: other net gains (16) (230)
Add back: intangible charges 163 113

Add back: other net finance costs 2 31

Add back: impact of

GMP equalisation - 8
Tax benefit relating to items

added back (123) (65)
Adjusted earnings 449 547
Weighted average number of

shares (millions) 777.0 778.1

Adjusted earnings per share 57.8p 70.3p
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Net finance costs classified as other net
finance costs orincome are excluded in the
calculation of adjusted earnings.

Finance income relating to retirement benefits
are excluded, as management believe the
presentation does not reflect the economic
substance of the underlying assets and
liabilities. Finance costs relating to acquisition
transactions are also excluded as these relate
to future earnouts or acquisition expenses
and are not part of the underlying financing.

Foreign exchange and other gains and losses
are also excluded as they represent short-
term fluctuations in market value and are
subject to significant volatility. Other gains
and losses may not be realised in due course,
as itis normally the intention to hold the
related instruments to maturity.

In 2019, the total of these items excluded
from adjusted earnings was a charge of

£2m compared to a charge of £31min 2018.
Finance income relating to retirement benefits
increased from £11m in 2018 to £13m in 2019,
reflecting the comparative funding position
of the plans at the beginning of each year.
The remainder of the decrease was largely
driven by a reduction in foreign exchange
losses on unhedged cash and cash
equivalents in 2019 compared to 2018.

The adjusted income tax charge excludes
the tax benefit or charge on items that are
excluded from the profit or loss before

tax. In addition, the tax benefit from tax
deductible goodwill and intangibles is added
to the adjusted income tax charge, as this
benefit more accurately aligns the adjusted
tax charge with the expected rate of cash
tax payments.

Operating cash flow

Operating cash flow is presented in order
to align the cash flows with corresponding
adjusted operating profit measures.
Areconciliation to operating cash flow
from net cash generated from operations,
the equivalent statutory measure,

is shown below:

£ millions 2019 2018

Net cash generated

from operations 480 547

Dividends from joint ventures

and associates 64 67

Capital expenditure on property,

plant, equipment and software

(including leased assets) (257) (204)
Proceeds from sale of

property plant, equipment and

software (including disposal of

leased assets) 18 128

Investmentincome 2 -

Add back: costs paid/

(proceeds from) major

restructuring projects 11 (25)
Operating cash flow 418 513

Operating cash flow decreased on a headline
basis by £95m from £513m in 2018, to £418m
in 2019. The decrease results from increased
investment in pre-publication assets and
other increases in net working capital,
including the impact of reduced staff
incentives and the absence of a contribution
from the US K12 Courseware business,
following its disposal in the first half of the
year. These factors more than offset a positive
impact from the adoption of IFRS 16.

Restructuring cash inflow of £25m in 2018
included proceeds from the sale of property
primarily associated with the rationalisation
of the property footprintin London and in
2019 restructuring cash outflow was £111m.
The restructuring payments made in 2019,
together with the impact of the adoption of
IFRS 16 (see section below ‘Adoption of new
accounting standards in 2019’) largely explain
the reduction in provisions and other liabilities
on the balance sheet when comparing 2019
and 2018.

Other financial information
Net finance costs

£ millions 2019 2018
Netinterest payable (41) (24)
Finance income in respect of

retirement benefits 13 1
Other net finance costs (15) 42)
Net finance costs (43) (55)

Net interest payable in 2019 was £41m,
compared to £24min 2018. The increase is
due to the adoption of IFRS 16, which resulted
in an additional £34m of net interest payable
in 2019. After excluding the impact of IFRS 16,
there was a reduction in net interest payable
due to lower levels of average net debt,
together with favourable movements in
interest on tax, and the absence of one-off
costs relating to the redemption of bonds.

As detailed in the adjusted earnings per
share section, finance income in respect of
retirement benefits, and other net finance
costs are excluded from adjusted earnings.

Capital risk
The Group's objectives when managing
capital are:

» to maintain a strong balance sheetand a
solid investment grade rating;

» to continue to invest in the business
organically and through acquisitions;

» to have a sustainable and progressive
dividend policy; and

» to return surplus cash to our shareholders
where appropriate.

The Group is currently rated BBB (negative
outlook) with Standard and Poor's and Baa2
(stable outlook) with Moody's.
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Net debt

The net debt position of the Group is set
out below.

Governance

£ millions 2019 2018
Cash and cash equivalents 437 568
Investmentin finance leases 196 -
Derivative financial instruments 15 9
Bank loans and overdrafts (3) (43)
Revolving credit facility (230) -
Bonds (593) (672)
Lease liabilities (838) (5)
Net debt (1,016)  (143)

The Group’s net debt increased from £143m
atthe end of 2018, to £1,016m at the end of
2019. The adoption of IFRS 16 added £666m
of debt on transition, with the remainder of
the increase principally due to treasury
share purchases, additional capital invested
in Penguin Random House and outflows
from the US K12 Courseware business
disposal transaction, which outweighed

the normal cash inflow from operations
after taking account of interest, tax and
dividend payments.

Liquidity and funding

The Group had a strong liquidity position at
31 December 2019, with over £400m of cash
and a significant proportion undrawn on

its Revolving Credit Facility due in 2024 of
$1.19bn (at 31 December 2018, the Group had
cash of over £500m and was undrawn on the
Revolving Credit Facility).

Taxation

The effective tax rate on adjusted earnings
in 2019 was a charge of 16.5%, compared

to an effective rate credit of 5.2% in 2018.
The increase is mainly due to: the lower level
of one-off benefits presentin 2019 compared
to 2018, including the release of provisions
due to the expiry of relevant statutes of
limitation; the reassessment of historical
positions, as well as a one-off benefit from a
reassessment of the tax treatment of certain
items of income and expenses.

The reported tax charge on a statutory

basis in 2019 was a credit of £34m (14.7%),
compared to a credit of £92m (18.5%) in 2018.
The statutory tax creditin 2019 was primarily
due to US tax losses generated on the disposal
of the US K12 Courseware business.

Financial statements Other information

Operating tax paid in 2019 was £9m. This was
impacted by a refund received in the US
relating to historical periods together, with

no US tax being paid in relationto 2019 as a
result of the tax loss on the sale of our US K12
Courseware business. Non-operating tax paid
of £21min 2019 relates to tax paid to the
Chinese tax authorities, following the disposal
of WSE during 2018, and New York state and
city taxes paid in the US as aresultof a
settlement with the tax authorities relating to
past disposals. Deferred tax liabilities reduced
from £136min 2018 to £48m in 2019, mainly
due to the generation of tax losses in the US as
noted above. Deferred tax assets and current
tax liabilities remained relatively consistent
year on year. There are contingent liabilities in
relation to tax as outlined in note 34 to the
financial statements.

The Group adopted IFRIC 23 ‘Uncertainty over
Income Tax Treatments’ on 1 January 2019,
resulting in a reduction of £5m in provisions
for uncertain tax positions. The cumulative
effect of applying this adjustment has been
applied to retained earnings at 1 January.

The impact of adopting IFRIC 23 on the
income statement for 2019 was not material.

Other comprehensive income

Included in other comprehensive income are
the net exchange differences on translation of
foreign operations. The loss on translation of
£115min 2019 compares to a gain in 2018 of
£90m. The loss in 2019 mainly arises from
the weakness of the US dollar compared to
sterling. A significant proportion of the
Group's operations are based in the US and
the US dollar weakened in 2019 from an
opening rate of £1:$1.27 to a closing rate at
the end of 2019 of £1:$1.32. At the end of
2018 the US dollar had strengthened from an
opening rate of £1:$1.35 to a closing rate of
£1:$1.27 and this movement was the main
reason for the gain in 2018.

Also included in other comprehensive income
in 2019 is an actuarial loss of £149m in relation
to retirement benefit obligations of the Group
and our share of the retirement benefit
obligations of Penguin Random House.

The loss arises from the unfavourable impact
of changes in the assumptions used to value
the liabilities in the plans and in particular
movements in the discount rate. The value

of assets was also impacted following the

UK plan’s purchase of insurance buy-in
policies in the first half of 2019. The loss in
2019 compares to an actuarial gainin 2018

of £25m.

88

Post-retirement benefits

Pearson operates a variety of pension and
post-retirement plans. Our UK Group pension
plan has by far the largest defined benefit
section. We have some smaller defined
benefit sections in the US and Canada but,
outside the UK, most of our companies
operate defined contribution plans.

The charge to profitin respect of worldwide
pensions and retirement benefits amounted
to £56min 2019 (2018: £56m) of which a
charge of £69m (2018: £67m) was reported
in adjusted operating profit and income of
£13m (2018: £11m) was reported against
other net finance costs. The small increase
in the operating charge in 2019 is largely
explained by the absence of material past
service items, which in 2018 included a
credit of £11m relating to changes in the

US post-retirement medical plan, and a charge
of £8m relating to guaranteed minimum
pension (GMP) equalisation.

The overall surplus on UK Group pension
plans of £571m at the end of 2018 has
decreased to a surplus of £429m at the end of
2019. The decrease has arisen principally due
to the actuarial loss noted above in the other
comprehensive income section. In total, our
worldwide net position in respect of pensions
and other post-retirement benefits decreased
from a net asset of £471m, at the end of 2018,
to a netasset of £337m at the end of 2019.

Adoption of new accounting standards
in 2019

The adoption of IFRS 16 ‘Leases’ has impacted
both the income statement, as described
above, and has had an impact on certain lines
in the balance sheet. The lease liability
(classified as financial liabilities - borrowings)
brought onto the balance sheet at transition
was £881m, with the corresponding right-of-
use asset (classified within property, plantand
equipment) valued at £424m. In addition,
certain subleases have been reclassified as
finance leases resulting in an additional lease
receivable (classified as other receivables)

of £215m being brought on balance sheet.
The netimpact on the balance sheetis a
reduction of net assets of £83m, after taking
into account existing liabilities relating to
onerous lease provisions (reducing provisions
for other liabilities and charges by £101m),
lease incentives, prepayments, adjustments
to tax and the netimpact on associates.

The fullimpact of the adoption of this
standard is outlined in note 1b to the
consolidated financial statements.
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The impact of adopting IFRIC 23 ‘Uncertainty
over Income Tax Treatments’ had a small
impact on the current tax balance but

has not materially impacted the income
statement (see note 1c to the consolidated
financial statements).

The impact of adopting Amendments to
IFRS 9 and IFRS 7 has not had a material
impact on the financial statements (see note
1d to the consolidated financial statements).

Dividends

The dividend accounted for in our 2019
financial statements totalling £147m
represents the final dividend in respect of
2018 (13.0p) and the interim dividend for
2019 (6.0p). We are proposing a final dividend
for 2019 of 13.5p bringing the total paid and
payable in respect of 2019 to 19.5p. This final
2019 dividend, which was approved by the
Board in February 2020, is subject to approval
at the forthcoming AGM and will be charged
against 2020 profits. For 2019, the dividend is
covered 3.0 times by adjusted earnings.

Businesses held for sale

Following the decision to sell the US K12
Courseware business, the assets and liabilities
of that business were classified as held for
sale on the balance sheet at the end of 2018.
In March 2019, the Group completed the sale
of its US K12 Courseware business, resulting
in a pre-tax profit on sale of £13m. Total gross
proceeds were £200m including £180m of
deferred proceeds, which include the fair
value of an unconditional vendor note for
$225m, an entitlement to 20% of future

cash flows to equity holders, and 20% of net
proceeds in the event of a subsequent sale.

The cash outflow in the year relating to the
disposal of subsidiaries was £101m, mainly
reflecting the deferral of proceeds for the

US K12 Courseware business and the seasonal
level of cash reflecting deferred revenue in
the business at the disposal date.

Tax on the disposal of the US K12 Courseware
business is estimated to be a benefit of £51m.
The benefit arises as the transaction gives rise
to a loss for tax purposes mainly due to the
differing treatment of deferred revenue
disposed in the tax computation. In addition
to the tax on the US K12 Courseware business
there were £17m of tax credits relating to
adjustments following settlement of tax
relating to prior year disposals.

In December 2019, the Group announced the
sale of its remaining 25% interest in Penguin
Random House. At the end of December, our
share of the assets of Penguin Random House
has been classified as held for sale on the
balance sheet.

Acquisitions and disposals

During 2019, the Group made some small
acquisitions for total consideration of £40m.
There were no significant acquisitions in 2018.

The main disposal in 2019 was the US K12
Courseware business as noted above. In 2018,
the Group disposed of the Wall Street English
language teaching business (WSE), realising a
gain of £207m, and the equity interestin UTEL,
the online university partnership in Mexico,
realising a gain of £19m. Various other smaller
disposal items resulted in a net gain of

£4min 2018.

Related party transactions

Transactions with related parties
are shown in note 36 of the consolidated
financial statements.

Post balance sheet events

In January 2020, the Group commenced

a £350m share buyback programme in
connection with the announcementin
December 2019 of the sale of its remaining
25% interest in Penguin Random House.
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AIDA
Aida - the world's
first Al-inspired
calculus app

In 2020, Pearson has been

named in the prestigious

Fast Company’s Most Innovative
Companies List.
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@6 Aida is a first in education. By using
multiple types of Al to tutor students,

we can teach them how to learn calculus
and apply it in the real world. 99

Milena Marinova,

SVP-Al Products & Solutions

The biggest economic revolution of our time
is unfolding around us: the talent economy.
Technology, Al and automation are shoving
all of us off a one-track career.

The future of work is moving faster than

any of us. The talent economy is the new
patchwork of dream jobs, gigs, freelancing,
and any other way we earn a living from what
makes us unique. In this new talent-driven
world, we'll never catch up or leap ahead
unless we redesign how people learn.
Everything about our future hinges on

this redesign of learning.

It's no longer enough to sitin a classroom and
soak in knowledge. Learning has to happen
wherever you are, whenever you need it and
across your lifetime - tuned to the skills for
the job you do today and the job you don't
even know about yet.

Educators and schools always decided when
and how people learned. Now, people are
telling us how they want it done, personalised
like the other content and products we all
consume in a digital world.

But this is a bigger deal than the next film
someone watches or an online purchase.

If we want to get to the new internet, or the
answer to climate change, we need more data
analysts, engineers, doctors and scientists.

Ten years from now the US will have half a
million more IT jobs. In 15 years, 5G will create
almost 22m jobs globally. Think about that.

We can't even find workers for the 2.4m
unfilled STEM jobs we have now and we'll
have to find more.

And, there’s a major, unseen barrier standing
in the way. Calculus.

Almost all STEM fields require it and almost
one-third of students drop or fail it. Just
imagine a world where we could plug that
leak in the STEM pipeline.

We have.

Meet Aida. The world's first Al-enabled mobile
calculus tutor. Aida is a first in education.

By using multiple types of Al to tutor students,
we can teach them how to learn calculus and
apply itin the real world. Aida gives feedback
tailored to everyone. Aida is designed based
on evidence of the most effective ways

to teach and learn calculus. It's a highly
personalised learning approach for a highly
personalised world.

It's not the only answer to the STEM shortage.
But Aida is a new way to teach people how to
learn, and ultimately how to adapt to this new
economy. It's about redesigning learning to
create the economists, doctors, designers,
coders and the new jobs we haven't even
dreamed up yet for the future of everything.
This is an example of how we are designing
products to have an impact on key learning
outcomes in STEM and promoting education
to advance the UN SDGs as part of our 2030
Sustainability Strategy.

Learn more about Efficacy on p27 &

Learn more about Sustainability on p16 &
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North America

Market summary

Our largest market includes all
50 US states and Canada.

Sales
£2.534m

Adjusted operating profit

£361m

SUSTAINABILITY IN ACTION

Accelerated Pathways

Accelerated Pathways partners with
employers to implement educational
benefits programmes that provide our
clients’ employees with lifelong learning
opportunities. These solutions may include
foundational education skills (including
reading, writing, English, core job and work
skills), pathway to a GED, college advising,
accredited courses, degrees and industry
or trade certifications. It drives our
sustainability objective to advance

equity by addressing many of the

unique challenges adult learners

without educational opportunities face.
Programmes are online and optimised for
mobile delivery, so employees can learn
anytime, anywhere. A mix of funding
sources can reduce or remove the cost
barrier for participation.

In 2019, Accelerated Pathways grew both
through new clients, including Manpower,
and the acquisition of Lumerit Education,
an ed-tech company that helps address the
issues of college degree completion and
affordability. Preliminary results from

new client programmes include an average
reduction of 89% for high-turnover

roles, saving clients in recruitment and
replacement costs, as well as increased
employee engagement and confidence.

Read more about Pearson’s Sustainability
Strategy on p16 =

Advance equity in learning (=)
Build skills for sustainable futures @

Revenue declined 3% in underlying terms,
primarily due to US Higher Education
Courseware declining 12%, and Student
Assessment, which declined slightly.
Offsetting that, we saw good growth in
Virtual Schools, OPM and Professional
Certification (VUE) revenue. Headline revenue
decreased due to disposals, partly offset

by FX gains.

Adjusted operating profit declined 3% in
underlying terms, due to the impact of lower
sales, inflation and other operating factors
partially offset by restructuring savings.
Headline profit was flat on last year, with the
impacts on adjusted operating profit offset
by the benefits of FX and IFRS 16 adoption.

Courseware

In US Higher Education Courseware, a
revenue decline of 12%, with print declining
close to 30%, was partially offset by modest
growth in digital. In 2019, the weaker
performance was driven by a number

of factors:

> Unbundling of premium-priced print
and digital products for digital-only
formats. Sales of bundle units declined
45% during 2019.

> Campus bookstores buying less physical
inventory due to changing student
behaviour, with over 50% of learners
now preferring an eBook to a physical text.
This trend led to eBook growth of 18%
during 2019.

> Modest adoption share loss caused by the
delivery issues due to the implementation
of the new ERP system in H2 2018 as well as
the reorganisation of our sales force.

We are focused on regaining share over time
as we build traction from the rollout of our
next wave of digital products on the Pearson
Learning Platform, which launched in
September. 60% of all Revel fall subscriptions
will migrate onto the Pearson Learning
Platform by the end of the year enhancing
the faculty and student experience.

We are also launching a direct-to-learner
Pearson eTextin 2020, with enhanced features.

US Higher Education Courseware digital
registrations, including eBooks, declined 2%.
Good registration growth in Revel, up 9%,
was offset by continued market pressure

in Developmental Mathematics and the
planned retirement and deprioritisation

of long-tail products.

We continue to make good progress with
Inclusive Access signing 162 new institutions
in 2019, taking the total not-for-profit and
publicinstitutions served to 779. Including
80 longer-standing contracts with for-profit
colleges, we now have direct relationships
with over 850 institutions.

In 2019, we served 1.8m Inclusive Access
enrolments up from 1.4m in 2018, making up
9% of 2019 US Higher Education Courseware
revenue, up 19% on 2018 on a like-for-like
basis, excluding the 80 for-profit colleges.

Assessment

In US Student Assessment, underlying
revenue declined slightly in 2019 with
continued contraction in revenue associated
with PARCC and ACT-Aspire multi-state
contracts and contract losses, which were
partially offset by new contract wins.

During 2019, Pearson won new contracts

or signed renewals in several key incumbent
states including Kentucky, Maryland,
Colorado and New Jersey, as well as the
federal NCES contract for delivering the
National Assessment of Educational Progress
(NAEP). Pearson also won back the testing
contractin the state of Tennessee.

Automated scoring continues to be a
competitive strength for Pearson. In 2019,
we scored 39m responses with Al, up 8%
from 2018.
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In Professional Certification (VUE), global test
volume rose 8% to ¢.16.5m. Revenue in North
America was up a high single-digit percentage,
mostly driven by the IT sector with increased
demand for cloud technology certifications
through Microsoft and Amazon, and volume
growth in an education contract launched at
the end of 2018, which is now operating at its
full runrate.

We signed over 40 new contracts in 2019,
including the Project Management Institute
(PMI) and our renewal rate on existing
contracts continues to be over 95%.

In Clinical Assessment, underlying revenue
declined as demand for new product only
partially offset normal declines in products
in the later stages of their lifecycle.

Services

School Services (Virtual Schools) grew revenue
6% and served 76,000 Full Time Equivalent
(FTE) students through 42 continuing full-time
virtual partner schools in 28 states, up 5% on
last year.

Six new full-time, online, state-wide partner
schools opened in the 2019-20 school year in
the states of Oregon, Washington, Tennessee,
Minnesota and California, while a contract
was exited in North Carolina.

Higher Education Services (including OPM
and Learning Studio) grew revenue 4%,
due to growth in OPM, partially offset by a
small drag from Learning Studio revenue,
a learning management system, which was
fully retired in 2019.

In OPM, revenue grew 9%, with growth

in course registrations of 5% and new
programmes launched more than offsetting
programmes terminated. Our overall active
programme count grew to 347 from 325

in 2018.

During 2019, we continued to optimise our
portfolio and reduce the number of partners
to 25 from 35. This will allow us to shift
towards enterprise models where we have a
number of programmes with a single partner
and can benefit from economies of scale in
marketing and recruitment. We are also
working to integrate more content and
assessment services into our partnerships.

Governance
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Core

Market summary

Our international business in established
and mature education markets.

Sales
£838m

Adjusted operating profit

£92m

SUSTAINABILITY IN ACTION

BTEC

BTEC qualifications support progression
to higher or further education,
apprenticeships or directly into
employment. Across England as a whole,
44% of white working-class students who
make it to higher education have at least
one BTEC. 48% of black British students
accepted to higher education have at
least one vocational qualification.

We are committed to increasing the
number of BTEC registrations outside

the UK, particularly in markets where
vocational education is developing.

In 2018, the Group had 33,403 registrations
outside of the UK, which increased to
43,906 registrations in 2019 (an increase

of 31%).

BTEC also helps to build skills for a
sustainable future. Sustainability is
embedded within 31% of BTEC
qualifications across sectors, including
engineering, logistics, construction, health,
health and social care, science and IT.

We recently launched our first
sustainability-backed loan, linking to our
progress in increasing access to quality
vocational education to learners in
international markets.

Read more about Pearson’s Sustainability
Strategy on p16 &

Advance equity in learning (=]
Build skills for sustainable futures @
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Revenue was up 5% in underlying terms and
4% in headline terms, with growth in Student
Assessment and Qualifications, including the
delivery of a new digital assessment contract
in Egypt, PTE Academic, OPM and Professional
Certification (VUE), all partially offset by
declines in Courseware.

Adjusted operating profit increased 58%
inunderlying terms and 61% in headline
terms due to trading growth and
restructuring savings.

Courseware

Courseware revenue declined moderately.
Declines in School Courseware in the UK and
Australia offset growth in Italy. In Higher
Education Courseware, revenue declines in
the UK and Europe more than offset growth
in Australia.

Assessment

In Student Assessment and Qualifications,
revenue grew strongly, due to price and
volume increases for A levels and GCSEs and
the delivery of a new digital assessment
contractin Egypt. This was partially offset by
continued market declines in Apprenticeships.

We successfully delivered the National
Curriculum Test (NCT) for 2019, marking 3.8m
scripts, up slightly from 2018. The NCT will be
delivered by another provider in 2020.

In Professional Certification (VUE), revenue
was up due to good growth in the DVSA test
in the UK, additional exam series added to
the ICAEW contract and good growth in the
MOI (French driving test) which launched in
late 2017.

Clinical Assessment sales declined primarily
in France and the Netherlands due to an
absence of new major product introductions.

PTE Academic saw continued strong growth
in test volumes in Australia and New Zealand,
up 14% from 2018. This was driven by its use
to support visa applications to the Australian
Department of Home Affairs, as well as

good growth in New Zealand. We recently
announced the win of the UK Secure English
Language Test (SELT) contract with the UK
Home Office, which we expect to drive
future growth.

Services

In Higher Education Services (OPM), revenue
growth was driven by course enrolment
growth in the UK. During the year, we also
announced new OPM partnerships in
Australia with the University of Adelaide

and University of Wollongong.
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Growth

Market summary

Emerging and developing economies
with investment priorities in Brazil, India,
South Africa, Hispano-America, China and
the Middle East.

Sales
£497m

Adjusted operating profit

£63m

SUSTAINABILITY IN ACTION

China

We have taken action to assist learners as
the COVID-19 epidemic has taken hold in
China. As schools across China have been
closed down to prevent the further spread
of the illness, Pearson has made dozens of
online products and courses available for
free to students unable to attend school.

Both students and teachers have
welcomed these resources. For example,
there were over 60,000 applicants to
International Connections Academy and
almost 200,000 people are using free

Al learning resources on the Longman
English Plus WeChat Platform, known as
‘Longman Xiaoying.’

Read more about Pearson’s Sustainability
Strategy on p16 =

Advance equity in learning (=)
Build skills for sustainable futures @

Revenue grew 4% in underlying terms due

to strong growth in China and good growth in
Brazil and the Middle East, partially offset by
declines in South Africa. Headline revenue
declined due to disposals.

Adjusted operating profitincreased 24% in
underlying terms, reflecting higher revenue
together with the benefits of restructuring.
In headline terms, adjusted operating profit
increased 7% with the impact of disposals
more than offset by trading and
restructuring savings.

Courseware

Courseware revenue was flatin underlying
terms, with growth in English Language
Courseware in China and School Courseware
in the Middle East and Hispano America,
offset by declines in Higher Education
Courseware in South Africa following a
change in government funding.

Penguin Random House

Adjusted operating profit

£65m

Assessment

Professional Certification (VUE) revenue
grew well due to a large ICT infrastructure
certification contract, and a number of new
smaller contract launches in China.

PTE Academic saw strong growth in revenue
with test volumes up 25% in India and China.

Services

In English Services, underlying revenue
grew slightly in our English Language
School franchise in Brazil due to new
product launches.

In School Services, underlying revenue grew
slightly due to price increases and new
product launches in our sistemas in Brazil.

In Higher Education Services, enrolments
grew 3% at the Pearson Institute of Higher
Education (formerly CTl), however revenue
declined modestly due to changes in mix.

Pearson owns 25% of Penguin Random
House, the first truly global consumer
book publishing company.

Penguin Random House performed solidly
with underlying revenue growth from a
rise in audio sales, stable print sales, and
the industry’s top bestsellers, including
Where the Crawdads Sing by Delia Owen,
Becoming by Michelle Obama, and
bestselling books by Margaret Atwood,
Tara Westover, Lee Child, Jamie Oliver,

Jeff Kinney, and Dr. Seuss.

We announced the sale of the remaining
25% in Penguin Random House on

18 December 2019. The transaction is
expected to close in H1 2020.
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@@ I have the flexibility to work
with others to make STEM less
intimidating without sacrificing
the quality of my education. 9%

Madison Kenney

VIRTUAL SCHOOLS
Online school
provides
opportunity for
young students
to pursue
passions and
achieve their
dreams

Read the 2018 efficacy report:
Wwww.pearson.com/corporate/
efficacy-and-research/reports/
connections-academy.html
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Madison Kenney has a passion for STEM

and wants to share that enthusiasm with
other young female students. STEM is often
intimidating and Madison has made it her
mission to work with female students to make
STEM more approachable. To allow Madison
to spend more time on this mission, her
mother enrolled her in Connections Academy,
Pearson'’s Virtual Schools programme for
students in K12.

“I was first introduced to robotics at a Girl
Scout Expo and immediately knew that
this is what | wanted to do,” says Madison.
“Attending Connections Academy gives me
the flexibility to work with others to make
STEM less intimidating without sacrificing
the quality of my education.”

Madison keeps a busy schedule coaching
FIRST Lego League and Seaperch, and has
earned several awards for STEM excellence,
including the Prudential Spirit of Community
Award and the President’s Volunteer Service
Award, among others.

Madison is also a full-time, dual-enrolled
student at Kennesaw State University, and
hopes to pursue a career as a mechatronics
engineer for NASA. Madison says, “Online
learning helped prepare me for college as

it has made me an independent and
motivated learner.”

Efficacy research shows that Connections
Academy students like Madison can receive
the same quality of education as that
offered at their local public school, while
simultaneously taking advantage of the
benefits offered to them by virtual schools.

Pearson and Virtual Schools

Pearson delivers K12 online education to
schools and students across the US and
internationally. Solutions include the
accredited Connections Academy, an online
school programme which is delivered via
full-time, online public schools. Thisis an
option for families seeking personalised
learning and a high-quality alternative to
the traditional classroom. A global online
private school, International Connections
Academy, is also available.

This is an example of how we are designing
products to have an impact on key learning
outcomes and promoting education to
advance the UN SDGs as part of our 2030
Sustainability Strategy. We will release a
new Efficacy Report on Virtual Schools later
in 2020.

Learn more about Efficacy on p27 &

Learn more about Sustainability on p16 &
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Organisational risk management

Our risk management process
is used to identify and mitigate
our exposures and, where
possible, turn risks into
business opportunities.

The focus of our risk management
process, which we call ‘organisational risk
management’, is on identifying, analysing,
managing and mitigating risks, with our
goal to support Pearson in meeting its
strategic and operational objectives.

Our risk approach aligns to international
standards (e.g. COSO and ISO 31000) and
aids our continued compliance with the
Financial Reporting Council's (FRC) UK
Corporate Governance Code guidance on
risk management, also enabling us to adapt
to any required changes in approach.

The risk reporting process is carried out
biannually and reviewed by the Audit
Committee and the Board. During the year,
the Audit Committee and Board conduct
deep dives into selected principal risks.

Principal risks and uncertainties

In 2019, the Board of Directors undertook
arobust assessment of the current
principal and emerging risks facing
Pearson, in accordance with provision 28 of
the 2018 UK Corporate Governance Code.

Listed in the table and shown on the adjacent
risk map are the most significant risks that
may affect Pearson'’s future. A longer list

of business area and company-wide risks

is monitored and reviewed internally
throughout the year. The most material risks
are those which have a higher probability and
significant impact on strategy, reputation or
operations, or a financial impact greater than
£50m, and are classed as our principal risks.

Brexit

The UK exited the EU on 31 January 2020.
Given the prolonged negotiation process
during 2019, we continued our mitigation
planning, led by a Steering Committee chaired
by the CFO. We worked to identify and
mitigate any potential impact on our principal
risks, including supply chain and operations
(covered in the customer experience risk),

tax and data privacy, treasury, workforce
mobility and more. By virtue of that analysis
and mitigation planning, we continue to
believe that Brexit will not have a material
adverse impact on Pearson as a whole;

and we have plans in place to ensure we
continue with business as usual.

Coronavirus (COVID-19)

At the time of publication of our annual
report, the COVID-19 outbreak in China and
globally is an emerging risk that is being
closely monitored on a day-by-day basis.

Our primary focus is on ensuring the safety
and well-being of our employees, customers
and learners. We have invoked our business
resilience plans to help support our customers
and maintain our business operations. At this
time, we do not believe that COVID-19 will
have a material adverse impact on Pearson's
financial results. We are actively continuing to
monitor the situation.

Mitigation and controls

Throughout all 14 principal risks, Pearson
adopts mitigation activities in the form of
internal controls, as part of regular internal
meetings and external consultations. These
include reporting to the Board, reporting to
Pearson’s Executive management team, and
monitoring compliance with Pearson policies,
international regulations and standards.

The following principal risks also relate

to the material issues considered in the
Sustainability section of this report on p16:
products and services, testing failure, political
and regulatory, information security and data
privacy, customer experience, and safety

and security.
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Risks are categorised into four main areas:

Financial statements

Other information

Net risk

Probability and impact are
based on residual risk, i.e. after
taking into account controls
already in place and assumed
to be operating effectively.

—

Indicates change
in 2019

For more information see
principal risks and uncertainties
tables on the following pages.

Likely

Almost
certain

Executive responsibility

Y

Strategy and Relating to the goals that are aligned o Business transformation Chief Executive
change with and support our strategy. and change
This category is the most likely to @ Productsandservices President - North American Courseware &
contain‘opportunity’ risks which are Global Product
likelytoh higher risk tite.
ielytohaveahigherriskappetite e Talent Chief Human Resources Officer
o Political and regulatory risk Chief Corporate Affairs Officer
Chief Strategy Officer
Operat]ona| Involving people, systems e Testing failure President - Global Assessment
and processes. President UK & Global Online Learning
e Safety, safeguarding and Chief Financial Officer
corporate security Chief Human Resources Officer
o Customer experience President - North American Courseware &
Global Product
Chief Technology and Operations Officer
e Business resilience Chief Financial Officer
General Counsel
e Data President - North American Courseware &
Global Product
Chief Technology and Operations Officer
Financial Involving financial planning, @ Tax Chief Financial Officer
investments, budgeting,
potential losses of and
exposures to Pearson’s assets.
Lega| and Relating to the adherence to Information security and Chief Technology and Operations Officer
. applicable laws and regulations. data privacy General Counsel
compliance

Risks in this category typically
have a very low risk appetite

Intellectual property

General Counsel

Compliance

General Counsel

006 O

Competition law

General Counsel
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Principal risks and uncertainties

Strategy and change

Risk description

2019 activity

© Business transformation and change

The accelerated pace and scope
of our transformation initiatives
increase our risk to execution
timelines and to the business's
adoption of change.

® Products and services

Failure to successfully invest,
develop and deliver innovative,
market-leading global products
and services that will have the
biggestimpact on learners

and drive growth.

> During 2019, planned headcount reductions were
completed, allowing the delivery of annualised
savings as expected of the programme.

v

Arange of additional transformation initiatives
were successfully completed, with further ones
identified for completion in H1 2020. See the
Audit Committee update on business
transformation on p74 for more details.

v

Product innovation: we made progress across
key markets inimplementing product portfolio
management to ensure our products are aligned
to our strategy to achieve target revenue and
profitability. We also made significant progress
understanding the competitive and structural
threats, especially to our US Higher Education
Courseware business, and made progress
mitigating these.

v

Product and investment portfolio: we improved
visibility into how our products and services
contribute to Pearson’s overall growth, and are
using that as an input for the future investment
allocation process. We continued to build our
employability capabilities and further clarified
our investment priorities.

v

Competition: market share competition remained
high, especially due to pricing pressure from low
cost competitors, including, in US Higher Education
Courseware, open educational resources (OER).
The proposed Cengage & McGraw Hill merger,

ifit proceeds, will consolidate our two largest
competitors in this market. The impact of this
remains unknown. However, we believe we have
the right strategy in place with our Inclusive Access
(IA) programme to tackle affordability and keep
ahead of the consumer trend to digital.

2020 plans

> Deliver the Business Value Realisation (BVR) Plan,
that will continue to further stabilise operations,
resources and existing governance models.

> Continue to review and make recommendations on
further optimisation programme opportunities.

> Create a key performance indicator (KPI) scorecard
to reflect stabilisation activities.

> Progress rest of world phase of TEP.

> Build on the 2019 launch of the Pearson Learning
Platform (PLP): 60% of all Revel fall subscriptions on
PLP by the end of the year; over 100 MyLab and
Mastering titles on PLP in 2021.

> Launch a new Pearson eText, with an expanded
catalogue and enhanced features that differentiate it
from a conventional third-party eReader.

> Continue efforts to embed the product lifecycle
framework into our decision-making processes.

> Use the results of the US Higher Education Courseware
baseline survey we did in 2019 to inform and design
new ways of working.

> Improve our ability to horizon scan the market and
customer behaviours, which will provide improved
trend analysis and agility to respond to trends.



Overview Strategy Performance
Strategy and change
Risk description

© Talent

Failure to attract and retain
the talentwe need and to
create the conditions in which
our people can perform to the
best of their ability.

Governance Financial statements

2019 activity

People development

> We continued with the development of our VP and
Director levels, with the Lead to Succeed programme,
which aims to support succession planning.

> We refreshed our Manager Fundamentals training
across the company, with tools and resources that
are shared with line managers each month.

> We continued targeted learning with our internal
learning and development platform, Pearson U,
with career development workshops.

Diversity & Inclusion (D&l)

> We conducted D&l assessments and dashboard
reviews with Executive team members and their
leadership teams.

> We continued mentoring programmes for female
talent, with Board members mentoring SVP
women and Executive team members mentoring
VP women.

Employee engagement

> Internal teams with global employees were created
to address company-wide issues (e.g. silo-busting,
performance management, employee learning).

> An Employee Engagement Network was created
with cross-functional, top talent employees to
provide an employee voice for strategic input
at Pearson.

> We completed research, gathered insights,
delivered messaging workshops for the Employee
Value Proposition which aims to improve recruiting
outcomes and increase talent retention.

> We launched the Pearson Proud campaign intended
to empower employees as Pearson advocates.

Structure and approach

» Created the SVP-Learning position reporting
to the Chief Human Resources Officer (CHRO)
which is responsible for scaling Pearson
products to allemployees.

» Centralised HR centres of expertise that make up
our employee experience under a newly created
SVP-Employee Experiencerole.

> Refreshed performance management tool for
employees with quarterly check-ins that focus
on feedback, development and to improve
performance outcomes.

Other information

2020 plans

> Work with each Pearson Executive team member and
their teams to make progress on the 2019 actions from
the 2018 Organisational Health Index, to improve
decision-making and role clarity, as well as driving
innovation and learning.

v

Roll out the ‘'new employee value proposition’ programme.

v

Reskill/upskill employees as teams restructure
and new roles are created. Assess and refine
the HR global strategy.

v

Continue with the work under way on our recruitment
marketing platform. This will help Pearson to attract
and convert passive candidates to become employees
and build our brand in the technology sector.

v

Look to update Pearson’s remuneration philosophy
to align with our five-year strategy and provide
flexibility to adapt remuneration policies for business
and talent needs as we continue to build on our
digital transformation.
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Principal risks and uncertainties

Strategy and change

Risk description 2019 activity

O Political and regulatory risk

Changes in governments,
policy and/or regulations
have the potential to impact
business models and/or
decisions across all markets.

In our two biggest markets, the UK and the US,
progressin 2019 was as follows:

> Inthe UK, we continued to build Pearson’s
position as a leader, expert and innovator in
general qualifications, technical/vocational
education and assessment.

v

In the US, we positioned Pearson as an innovator
in the education and workforce space, among both
parties, in state capitals, on Capitol Hill and with
the Trump administration.

v

We maintained fair market access through national
and state partnerships, as well as direct lobbying.

v

With the bipartisan National Governors
Association, we shaped the Chair's workforce
initiative which was shared with all governors,
informing state policies.

We continued to monitor trade actions and
sanctions that could impact business goals.

v

Operational

© Testing failure

Failure to deliver tests and
assessments (e.g. for Pearson
UK, Schools and VUE) and
other related contractual
requirements because of
operational or technology
issues, resulting in negative
publicity impacting our
brand and reputation.

v

In 2019, there was a GCE (A level) Maths security
breach which was managed as a significant
incident. We have since reviewed, analysed and
strengthened our security options, in conjunction
with other awarding bodies.

v

A complete review, with improvements was
delivered to our test fraud investigations
processes, in partnership with our key UK clients.

v

Development was completed for animproved
process enabling more secure access to live test
materials for centres, rather than manual
provision via email or secure file transfer.

v

Animproved VQ system monitoring was introduced
and we reduced the frequency and volume of
unconfirmed bookings (i.e. test provision failure).

v

All School Assessment customer-facing products
were successfully migrated to the cloud, resulting
in greater scalability, reliability, efficiency

and security.

2020 plans

The Government relations team will continue to monitor
and advise on:

> Online learning legal and regulatory challenges.

> Instructional material market risks that arise when
Governments mandate the use of state-produced
instructional materials and/or content
(China, Hong Kong, South Africa and India).

> Implications of being a US/UK company in the
current global geopolitical environment.

> Utilise technology, moving systems to more stable
and secure platforms in the cloud. Work continues to
ensure that any technology changes are fully factored
into all of Pearson’s business continuity activities and
adjustments are made to relevant certifications and
regulatory frameworks.

v

Work with our security technology teams to
further develop systems and partnerships towards
fraud detection analytic models, Al and machine
learning analysis.

v

Ensure assurance will continue to extend ISO activity
across products and geographies. We will also further
mature our business continuity measures by improving
integration of Disaster Recovery (DR) and Business
Continuity (BC) activities. Additional certifications are
under way to further strengthen our security and
technology resilience.

> Ensure that our service plans will continue to develop a
technology-based solution to reduce or eliminate manual
Test Publishing Quality Assurance (TPQA) processes.



Overview Strategy

Operational

Risk description

Performance

Governance Financial statements

2019 activity

0 Safety, safeguarding and corporate security

Avariety of risks that can cause
harm to our people, assets and
reputation continue to evolve
as our company does. While
some risk has reduced due to
outsourcing and divestiture,
the diverse nature of our
people’s activities require
continued focus, resource

and improvement to reduce
the potential for harm.

Health & Safety and wellbeing

> In 2019, two serious and separate incidents
occurred, at the same Pearson printing facility.
Both highlighted the continued need by staff
and managers at a local/regional level for focus
and improvement.

~

Continued to implement all outstanding audit
actions, meeting or exceeding targets for
follow-up action closure.

~

Mental health awareness has been included in high
impact events sessions and was extensively rolled
outin APAC, as part of the R U OK? Campaign.

~

We continued to monitor implementation of our
Health & Safety Statement, which sets out our
commitment to protecting the health, safety and
welfare of all our employees and anyone else who
comes into contact with our operations around the
world, including our learners, customers and other
partners. We also migrated from BS OHSAS 18001
to the new ISO 45001 standard covering Pearson
Management Services in our UK Head Office.

Safeguarding

> There were stronger engagements across relevant
Pearson business lines and fresh development of
safeguarding policies in PIHE in South Africa and
Pearson College London.

> Productive conversations and future
knowledge was developed with the UK's
Internet Commissioner.

> An advisory review was undertaken with our
businesses in Brazil, which will continue to support
safeguarding practice in the franchise businesses,
and consider how we integrate safeguarding in
our future product offerings.

> At Pearson College London, we published policies
that offer advice and guidance on sexual
harassment, self harm and suicide.

Corporate security

There was one catastrophic incident involving
Dieter Kowalski, a Pearson IT manager, who sadly
lost his life while on business travel to Colombo,
SriLanka. Dieter was a victim of the Easter Sunday
terror attacks.

» Travel security continues to grow in support of
more travellers and new countries and cities and is
no longer limited solely to higher-risk locations.

> Security reviews for higher-risk locations were
conducted in new locations.

» Highimpact events (HIE) awareness continued
across key locations.

Other information 45

2020 plans

Health & Safety and wellbeing:

> Continue to further develop the analysis of
occupational health data to ensure proactive and
reactive intervention strategies are aligned for the
promotion of employee wellbeing.

> Implement a global solution to report, escalate,
investigate and action Health & Safety incidents
(including near misses).

> Continue to focus on risk controls in high-risk activities
while improving local oversight of relevant risks in
lower-risk environments (emergency planning,
ergonomics, stress and wellbeing).

> Deliver wellbeing and mental health awareness and
training across North America.

Safeguarding

> Continue to develop best practice and policy in regard
to online safeguarding/harm.

> Continue discussions with external consultants
towards ensuring compliance with best practice and
developing legislation.

> Work towards the global implementation of the
programme and effective support for learners.

> Continue to develop our incident reporting, analysis
and assurance plans.

> Integrate diversity into our safeguarding practices.

Corporate security

> Continue to identify key risks when selecting
properties across the globe, and particularly for
higher-risk locations.

> Work towards ‘secure by design’in our
new/refurbished offices.
> Deliver further high impact events (HIE) awareness.

> Work with those markets which do not have a dedicated
travel provider, thus reducing risk and improving our
response capabilities.

> Continue to develop our currentintelligence and
information third-party relationships for better
sharing of the risk horizon across Pearson.
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Principal risks and uncertainties

Operational

Risk description

© Customer experience

Failure of either our current,
(or future) operations, supply
chain or customer support
to deliver an acceptable
service level at any pointin
the end-to-end journey; or to
accelerate Pearson’s lifelong
learner strategy and
transformation of our higher
education business (direct to
consumer business model
and online presence).

©® Business resilience

Failure to plan for, recover, test
or preventincidents involving
any of our products, customers
and our businesses’ locations.

Incident management and
technology disaster recovery
plans may vary in ability/
comprehensiveness across
the Group.

2019 activity

>

v

v

v

v

v

v

v

v

v

v

v

In 2019, our UK back to school period went well,
with improved fulfilment rates and all Service
Level Agreements (SLAs) being met. In addition,
our helpline call volumes were down.

We continued to see improvements in forecast
accuracy in the UK with the deployment and
adoption of new systems.

We successfully implemented our Brexit
contingency plans with our existing channel
partner, providing warehousing and logistics
services to UK-based customers.

In North America, we improved capabilities within
the team and implemented improved processes.
Warehouse fulfilment rates exceeded the SLA.

Our US Customer Experience team launched a
modern digital experience for learnersin the US
and Canada. The new Pearson website provides
the first global experience that merges content
and commerce.

Customer Support teams continued to make
progress in productimprovement, self-help
strategy and assisted supportimprovements.

Our focus remained on the performance and
stability of all product platforms.

Directand prolonged incident management
support to key office locations following the
Easter Sunday attack in Sri Lanka.

Resiliency visits made to workforces, landlords
and critical suppliers in the US, South Africa,
India and the Philippines, to assure local
coordinated incident and business continuity
readiness, including media management.
Incident response teams created where none
existed in critical areas.

Work continued on the delivery of a Facility
Manager bundled service in North America.
Improved capabilities to respond to incidents
across Pearson globally.

Continue to drive the risk message as prevention
rather than reaction, towards a change focused
on agile resilience.

2020 plans

Customer experience

> Onboard additional portfolios to redefine the user
experience - e.g. ITPro, Pearson eText; which will
rolloutin our UK higher education market.

> Work with customer service teams to establish a 24/7
support model for learners.

> Enable new commercial models e.g. Buy Now Pay
Over Time.

> Expand the Voice of Customer (VOC) programme for
BVR initiatives.

Customer service and support

> Continue with core platform deployment across all lines
of business to enable modern support experiences.

> Continue to work with technology on business cases for
increased efficiencies.

> Continue partnering with business owners to introduce
more differentiated services to drive loyalty and growth.

> Continue with global process owners to embed
business continuity planning within their processes.

> Respond appropriately to major incidents. Resilience
resources will continue to develop local, high-quality
teams and plans.

> Ensure critical vendors have mature response plans
which are annually resilience-assured.

> Continue to invest timein all critical vendors to ensure
KPIs can be met during a range of disruptions.

> As of February 2020, the COVID-19 outbreak in China
is a new emerging risk to the wider economy across
mainland China, Hong Kong, and a growing number
of countries around the world. We have invoked our
business resilience plans to help ensure the safety
and well-being of our staff while enhancing our
ability to support our customers and maintain our
business operations.
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Strategy

Operational

Risk description

O Data

Inability to utilise our data to
achieve market intelligence
and increase productivity and
efficiency, while managing
market risk impacts arising
from customer concerns
around use of student data,
may significantly affect
management of our core
operations and achievement
of our strategy objectives.

Financial

@ Tax

Legislative change caused

by the OECD Base Erosion

and Profit Shifting initiative,

the UK exit from the EU, or other
domestic governments’
initiatives, including in response
to the European Commission
State Aid decision regarding

the UK CFC exemption,

results in a significant

change to the effective tax rate,
cash tax payments, double
taxation and/or negative
reputational impact.

Performance

Governance Financial statements

2019 activity

> Defined our data governance and toolset.

» Our data orchestration programme saw a solution
director assigned to commence scoping work and
future structures.

> Initiated four work streams:
-data privacy
- data governance
- data catalogue
- data KPIs

~

Initiated product, customer, supplier and
employee governance work streams.

~

State Aid - the Group appealed against the
Commission’s decision and continues to work
through the implications of the decision with
support from external advisers.

~

Reputational risk - the third annual tax report
has been published. Pearson has signed up to the
B-Team tax principles and is actively participating
in the B-Team tax working group.

~

Legislative changes - the Group continued to
assess and monitor proposed changes in the
international tax framework, including proposals
to address the tax challenges arising from the
digitalisation of the economy.

Other information

2020 plans

> Introduce a governance operating model to become
operational with an initial focus on the customer and
product, followed by employees and suppliers.

> Introduce a data maturity model enabling continuous
improvements to be made as we progress with
Pearson'’s digital transformation.

> State Aid risk - the specific next steps depend on
the response from HMRC and any update on the
EClegal case, and are likely to include the requirement
for a payment on account. However, we will continue
to confer with external advisors to protect the
Group's position.

> Tax legislation - work continues to mitigate the impacts
of changes in the international tax environment and to
monitor the ongoing OECD work.
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Principal risks and uncertainties

Legal and compliance

Risk description

2019 activity

@ Information security and data privacy

We have from time to time
experienced, and may continue
to experience in the future,
security breaches of our
systems despite our best
efforts to prevent them.

We also risk failure to comply
with data privacy regulations
and standards. The above
could resultin damage to the
customer experience, our
reputation, and a breach of
regulations and financial loss.

@ Intellectual property

Failure to adequately manage,
procure, protect and/or enforce
intellectual property rights
(including trademarks, patents,
trade secrets and copyright)

in our brands, contentand
technology may impair the
value of our core assets,

or reduce profits.

Information security

> Forour people, refreshed security awareness
training and policies were launched to ensure all
employees understand their responsibilities for
securing information.

> We enhanced account access controls through
Multi Factor Authentication and Privilege
User Management.

> Pearson continued to evolve our security
controls to enable IT simplification and other
transformation programmes.

Data privacy

> In 2019, we put plans in place to ensure that we
were appropriately prepared for the California

Consumer Privacy Act, including updates to privacy

notices, execution of relevant vendor terms,
implementation of processes to respond to user

right requests and extensive training and guidance.

> Held privacy summits with key product and tech
teams focused on embedding privacy by design.

> Notified affected customers of unauthorised access

to school and university AIMSweb 1.0 accounts.
See www.pearson.com/news-and-research/
announcements/2019/07/pearson-customer-
notification.html

v

streamline and strengthen Pearson’s brand

and patent key strategic technology assets

(PLP, Aida, etc).

Expanded internal governance and best practices
to ensure effective rights management and
mitigation of infringement risks across IP.

v

v

Targeted IP enforcement against key third party
infringers of Pearson copyright (piracy), brands
and patents.

Continued to reduce our multiple brand identities,

2020 plans

Information security

> Our people will have access to role-based security
training and resources to further influence our
security culture.

v

We will complete roll-out of enhanced laptop and
mobile security controls, to track best practices.

v

Information Security resources, tooling and practices
will continue to be embedded in our learning, enterprise
and infrastructure platforms to ensure comprehensive
security by design.

v

We will enhance our ability to detect and respond

to potential security incidents through development
of automated security tools in our Security
Operations Centre.

Data privacy

> Globally assess new laws and regulations coming into
force and prepare for their implementation.

> Expand scope of processes to address new user/data
subject right requirements in additional jurisdictions.

> Work with product teams to review and update
retention schedules.

> Continue to engage with relevant teams to drive privacy
by design in product development.

> Continue 2019 activities with focus on improving
IP practices and governance across growth geographies
and reorganised product groups.

> Monitor increasing risks posed by local legislation and
global treaties aimed at reducing copyright protection
of educational content and partner with local
associations to resist these policy shifts.


www.pearson.com/news-and-research/announcements/2019/07/pearson-customer-notification.html

Overview Strategy

Legal and compliance

Risk description

® Compliance

Failure to effectively manage
risks associated with compliance
(principally ABC and sanctions
risk), including failure to vet
third parties, resulting in
reputational harm, Anti-Bribery
and Corruption (ABC) liability,

or sanctions violations.

@ Competition law

Failure to comply with antitrust
and competition legislation
could resultin costly legal
proceedings and fines of

up to 10% of global revenue;
other financial consequences
such as class actions,
damages, void contracts;

and could adversely impact
our reputation.

Performance

Governance Financial statements

2019 activity

> Completed the rollout of a third-party due diligence

programme globally and over 32,000 third parties
have undergone ABC and sanctions due diligence.

» Created and launched a learning course for third-
party due diligence in the UK, US and Canada. This
will be rolled out to the rest of the world in 2020.

» Our annual Code of Conduct rollout achieved
100% completion in record time, and we
implemented a global conflict of interest policy
as part of that launch.

~

We launched our SpeakUp campaign in certain
key markets, and incorporated it into the

Code of Conduct. As aresult, reports into the
PearsonEthics.com portal have increased by 69%.

» Continued holding training and refresher sessions
for our employees.

> Formed a working group in the Lawyers Network,
dedicated to performing an in-depth assessment
on Pearson employees involved in industry
association groups.

~

Set up a working group to assess on resale price
maintenance risk in all countries where Pearson is
active, to match the recent trend of enforcers to
target this type of infringement.

~

Launched eLearning modules on
information-exchange risk.

Other information 49

2020 plans

> Focus on sanctions compliance best practice in 2020 in
light of the 2019 US Department of Treasury guidance.

> Continue ABC risk assessments to monitor
implementations of our ABC and sanctions compliance
programme policies and procedures, as well as to
identify areas of continuous improvement.

> Evaluate a prospective interactive Code of Conduct,
for potential launch in 2021.

> Finalise any legacy third-party due diligence efforts.

> Develop our approach to industry associations and
information-exchange, which will include work on
specific training and monitoring levels of awareness.

> Continue efforts on resale price maintenance with the
working group to assess risk and issue
recommendations.

> Raise awareness via the efforts of our Antitrust
Lawyers Network.
> Convey and encourage compliance measures to all

teams, as part of our antitrust compliance programme,
as recognised by enforcers.
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Principal risks and uncertainties

Risk assessment of prospects and viability

This section should be read together with the
full viability statement on p107 &

Pearson'’s principal risks and our ability

to manage them as outlined in this section
are linked to our viability as a company.
These risks have therefore been taken
into account when preparing the

viability statement.

The Board assessed the prospects of the
company over a three-year period, longer
than the minimum 12 months for the annual
going concern review. The three-year period
corresponds with Pearson’s strategic planning
process and represents the time over which
the company can reasonably predict market
dynamics and the likely impact of additions

to the product portfolio.

The Board discusses the company's three year
plan on an annual basis taking account of a
range of factors including market conditions,
the principal risks to the Group above,
product and capital investment levels as

well as available funding. Pearson'’s strategic
model and businesses are discussed in

more detail on p10-13 &

The key assumptions which underpin our
three-year plan to December 2022 are
as follows:

> there are further declines in enrolments
and other downwards pressure in the
US Higher Education Courseware market.

> OPM grows, driven by global enrolment
in undergraduate and postgraduate
online courses.

> Virtual Schools grows, driven by increased
enrolments in new and existing schools.

v

other growth businesses, including
Professional Certification (VUE) and
English show good growth.

v

the remaining Pearson business shows
modest growth.

v

our 2017-2019 cost efficiency programme is
completed and additional cost savings are
achieved in 2020.

v

our investment in the product technology
platform accelerates the shift to digital and
enhances courseware service capabilities.

v

investment continues in our growth
businesses and the Pearson Brand in
order to drive growth.

v

our stake in Penguin Random House
is sold and no additional share of profits
are recorded.

In assessing the company'’s viability for the
three years to December 2022, the Board
analysed a variety of downside scenarios,
including a scenario where the company is
impacted by all principal risks from 2020.
The primary modelling overlaid a ‘severe but
plausible’ downside scenario onto the base
case three-year plan for the Group, focusing
on the impact of the following assumptions
and key risks:

> the benefits of our 2017-2019 cost efficiency

programme are not sustainable;

> further declines in US Higher Education
Courseware, with digital growth failing to
take hold;

» failure to accelerate our digital
transformation in the wider
Pearson Group;

» our growth businesses including OPM
and Virtual Schools do not deliver
despite increased investment; and

> the Group is required to make significant
cash tax payments in respect of a negative
ruling on UK CFC exemption (EU State Aid).
Other contingencies are not expected to
crystallise in the period to December 2022.

The Board also stress-tested the impact

on our liquidity of all the principal risks
occurring together. Although this is not
regarded as a plausible scenario, the test
showed that the company would still have
liquid resources subject to a limited number
of management actions.

The Board'’s confirmation of Pearson’s viability
for the three years to 2022, based on this
assessment, is included alongside the going
concern statement on p107 &
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Letter from the Chair

Chair
Sidney Taurel

Dear sharcholders,

As | have said elsewhere in this report, 2019 has been a significant year
of change for Pearson, and the Board's role in laying the foundations
for sustainable, profitable growth is critical. As a Board, we continue

to organise our work around five major themes where we believe

we can add value: strategy, performance, leadership and people,
governance and risk, and stakeholder engagement.

The 2018 edition of the UK Corporate Governance Code (the Code)
came into effect for Pearson at the start of 2019. Building upon

the solid preparatory work we had undertaken for the new Code
during 2018, the Nomination & Governance Committee steered the
implementation of various new or revised practices at Board level to
reflect changes in the external governance landscape. The Board
considers that Pearson has a strong corporate governance framework
in place but nevertheless we recognised that the new Code presented a
timely opportunity to review and benchmark our approach to ensure
that we remain committed to the highest standards of governance.
You can read more about our corporate governance framework,
processes and activities during 2019 on the pages that follow.

Pearson recognises the increasing focus on the importance of all
stakeholders in running a sustainable company - a view taken not just
by regulators but by global business leaders, investor communities
and society. Engaging with, and understanding the views of, our
stakeholders isimperative to developing and delivering educational
products which meet the needs of learners, educators, governments
and employers. As a Board, we aim to incorporate opportunities to
meet stakeholder groups whenever our schedule permits, and our
Reputation and Responsibility Committee oversees Pearson’s wider
stakeholder engagement activity on our behalf. You can read more
about the Board's engagement with stakeholders on p62 and about
the importance of stakeholders to our business as a whole on p14 &

Board leadership and company purpose

Over the past several years, the Board's focus has been on Pearson’s
three strategic priorities - accelerating the digital transformation of
our traditional courseware and assessment businesses; growing our
‘structural growth’ opportunities - exciting businesses such as Virtual
Schools, OPM, English and Pearson VUE; and becoming a simpler,
more efficient and sustainable business. As we reach the end of our
simplification programme, we have now created the foundations to
become a platform-based company well placed to succeed in the
digital age. As such, our strategy is now evolving, building on the
work we have done over the last few years and driving our efforts

to be a learner-centric company focused on employability and
lifelong learning.

The Board regularly receives a dashboard which allows Directors

to monitor progress on Pearson'’s financial and strategic priorities,
enabled by critical discussion of these matters at each Board meeting
and supported by agreed indicators and milestones which the Board
and management have identified as key measures of performance.
Through this, we maintain oversight of digital transformation initiatives
such as the Pearson Learning Platform, growing market opportunities
such as online learning, and simplification programmes such as

The Enabling Programme and Business Value Realisation.

During the year, the Board considered Pearson’s portfolio strategy,
with the aim of ensuring that Pearson focuses on retaining or acquiring
businesses of which itis the best owner. These discussions enabled the
Board to identify opportunities for inorganic growth, resulting in the
acquisition of Lumerit Education, a US-based ed-tech company, as part
of our Accelerated Pathways business, and Smart Sparrow, a small
ed-tech company which specialises in the creation of rich, interactive
content - Pearson’s first acquisitions in five years. Our portfolio
discussions also led to the agreement to dispose of our remaining

25% stake in Penguin Random House, to our partner in that venture,
Bertelsmann - a transaction which is expected to complete in the first
half of 2020. Taking account of the expected proceeds from this
disposal, and bearing in mind Pearson’s capital allocation policy,

the Board agreed to return £350m of capital to shareholders by
commencing a share buyback programme in January 2020.

The Board continues to focus on engendering a corporate culture that
is inclusive, innovative and meritocratic, and on ensuring that this
aligns with the company’s purpose, values and strategy. In doing so,
all Directors are committed to acting with integrity and leading by
example. This reportillustrates how the Board has monitored
Pearson'’s culture throughout the year, including through the launch
of our Employee Engagement Network and the implementation of
successful talent initiatives, as well as considering the results of our
latest organisational health survey and discussing the actions which
management planned in response.

Composition, succession and evaluation

Crucial to successful delivery of our strategy is attracting and retaining
strong, diverse talent. During the year, the Board discussed talent and
succession planning including consideration of succession plans for the
Chief Executive, Chief Financial Officer and all members of the Pearson
Executive. We also considered the wider pool of talent in our senior
leadership group, and the themes of talent, succession, Diversity

& Inclusion form a continuing thread throughout the Board's and
Committees’ sessions.

Succession planning is a key responsibility for the Board, supported by
the Nomination & Governance Committee, and effective executive
succession planning is key to ensuring continuity within the business.
In December 2019, Pearson'’s Chief Executive, John Fallon, announced
his intention to retire from the company during the coming year after
seven years as Chief Executive and 22 years in total serving Pearson.
As Chair, | routinely consider the matter of Chief Executive succession
and it was a frequent theme of my discussions with Non-Executive
Directors during the year, recognising the length of Mr Fallon’s tenure
inthe role. When John advised the Board of his intentions, | accelerated
the succession process promptly with the assistance of the Nomination
& Governance Committee, and Committee members and | discuss
developments on a regular basis as our search and interview process
moves forward.
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InJanuary 2020, Pearson’s CFO, Coram Williams, announced his
intention to step down from the Board and leave the company.
The Board and | are delighted that Pearson’s Deputy CFO,

Sally Johnson, has agreed to take on the position of CFO, and
shareholders will be invited to vote on Sally’s appointment to the
Board at the AGM on 24 April, at which point Coram will step down
from the Board.

Pearson has a fully engaged Board, including a strong Non-Executive
team with a breadth of experience and perspectives. We were pleased
to welcome Sherry Coutu and Graeme Pitkethly to the Pearson Board,
following their appointments as Non-Executive Directors with effect
from 1 May 2019. Sherry’s experience in building fast-growth,
entrepreneurial businesses, focused on technology and education,
and Graeme's financial expertise, global overview and deep
understanding of consumer behaviour have further strengthened
our capabilities in these areas, and | am pleased to confirm that each
is already making a valuable contribution to our deliberations as a
Board and to the Committees which they have joined.

In the coming year, we will say goodbye to Josh Lewis, a Non-Executive
Director of Pearson since 2011, who intends to step down from the
Board at the forthcoming AGM in April 2020, in line with our normal
practice for Non-Executive Directors to remain on the Board for a
maximum of nine years. The Board joins me in thanking both

Coram and Josh for their commitment and contributions to

Pearson during these years of change for the company.

The 2019 Board evaluation, which was led by our Senior Independent
Director, Vivienne Cox, found the Board to be well-functioning, with a
good quality of relationships between members of the Board and an
appropriate level of challenge and support provided to management.
There was recognition by the Board of how much has been achieved
by Pearson and its employees in recent years, and of the energy and
effort which this journey has required from all concerned. More detail
on our 2019 Board evaluation can be found on p66. Progress on
recommendations arising from our annual Board evaluation is
reported at each Nomination & Governance Committee meeting
until such recommendations are complete or embedded to the
Committee’s satisfaction.

Audit, risk and internal control

The Board of Directors is accountable for Pearson’s successes

and addressing its challenges. We aim to communicate to you in a
transparent manner the steps we have taken to ensure that

we have a clear oversight of the business and the work we have
undertaken in respect of Pearson’s strategy throughout the year.

Our Audit Committee, led by Tim Score, plays a key role in monitoring
and evaluating our compliance and risk management processes,
providing independent oversight of our external audit and internal
control programmes, accounting policies and business transformation
projects, and in assisting the Board in reporting in a fair, balanced and
understandable manner to our shareholders.

Financial statements
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Remuneration

In 2019, the Remuneration Committee has reviewed and updated
Pearson’s remuneration philosophy and developed a set of principles
to underpin its updated remuneration policy which will be put to
shareholder vote at the 2020 AGM. These principles will inform how
Pearson develops remuneration strategy for the whole organisation
and give the business flexibility to deliver on its strategy and digital
transformation. Pearson'’s current approach to Executive remuneration
is explained in more detail in the remuneration section of this report
onp84 =

Conclusion

I hope this report clearly sets out how your company is run, and how
we align governance and our Board agenda with the strategic direction
of Pearson. We always welcome questions or comments from
shareholders, either via our website (www.pearson.com) or in

person at our AGM.

et

Sidney Taurel
Chair

The UK Corporate Governance Code

The principles set out in the UK Corporate Governance Code

(the Code) emphasise the value of good corporate governance
to the long-term sustainable success of listed companies.

These principles, and their supporting provisions, cover five
broad themes and the Pearson Board is responsible for ensuring
that the Group has in place appropriate frameworks to comply
with the Code’s requirements.

The five themes are covered in particular on the following pages of
the Governance report, with additional information contained in
the Strategic report.

> Board leadership and company purpose; Division of
responsibilities; and Composition, succession and
evaluation on p54-73 =

> Audit, risk and internal control on p74-83 &
> Remuneration on p84-106 =

This year, we are reporting against the 2018 edition of the Code.
The Board believes that during 2019 the company was in full
compliance with all applicable principles and provisions of the
Code, save that as noted on p87 the Company continues to work
to align pension contributions for Executive Directors to those
available to the workforce. This Governance report and the
Strategic report set out how Pearson has applied the principles
of the Code throughout the year.

The Code can be found on the Financial Reporting Council’s
website at www.frc.org.uk and we encourage readers to view
our compliance schedule on the company website at
Www.pearson.com/governance.


https://www.frc.org.uk
www.pearson.com/governance
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Board of Directors

Pearson Board members bring a
wide range of experience,

skills and backgrounds which
complement our strategy. All Board
members have strong leadership
experience at global businesses
and institutions and, as a group,
their experience covers:

> business strategy and governance

> innovation and disruption

> education

> digital and technology

> talent, people and culture

> finance and investment

» sustainability and environmental matters

> marketing, brand and media

> government, international and
regulatory affairs.

Our Board members’ biographies illustrate
the contribution each Director makes to the
Board by way of their individual experience.

Executive Directors

John Fallon Chief Executive
aged 57, appointed 3 October 2012

John became Pearson’s Chief Executive on
1January 2013. Since 2008, he had been
responsible for the company’s education
businesses outside North America and a
member of the Pearson management committee.
He joined Pearson in 1997 as Director of
Communications and was appointed President
of Pearson Inc. in 2000. In 2003, he was appointed
CEO of Pearson'’s educational publishing
businesses for Europe, Middle East & Africa.

Prior to joining Pearson, John was Director of
Corporate Affairs at Powergen plcand was also a
member of the company'’s executive committee.
Earlier in his career, John held senior public

policy and communications roles in UK local
government. John is also President of the London
Chamber of Commerce & Industry (LCCI).

John has announced his intention to retire from
Pearson during 2020.

Key to Committees

A Audit

N Nomination & Governance
& Reputation & Responsibility
R’ Remuneration

O Committee chair

Current notable commitments reflect other
listed company directorships and full-time or
executive roles.

Coram Williams Chief Financial Officer
aged 46, appointed 1 August 2015

Coram joined Pearsonin 2003 and has held a
number of senior positions including Finance
and Operations Director for Pearson’s English
language teaching business in Europe, Middle
East & Africa, Interim President of Pearson
Education Italia and Head of Financial Planning
and Analysis for Pearson. In 2008, Coram became
CFO of The Penguin Group and was latterly
appointed CFO of Penguin Random House in
2013, where he oversaw the integration of the
two businesses. Coram trained at Arthur
Andersen, and subsequently worked in both the
auditing and consulting practices of the firm.

He is a Non-Executive Director and Chairman

of the audit committee for the Guardian

Media Group.

Coram will be stepping down from the Board and
his role as Chief Financial Officer at the Annual
General Meeting on 24 April 2020.

Chair

Sidney Taurel Chair
aged 71, appointed 1 January 2016 & ®

Sidney has over 45 years of experience in business
andfinance, and is currently a Director of IBM
Corporation, where he also serves on the
directors and corporate governance committee.
Sidney is an advisory board member at
pharmaceutical firm Almirall. He was Chief
Executive Officer of global pharmaceutical firm
Eli Lilly and Company from 1998 until 2008,
Chairman from 1999 until 2008, and has been
Chairman Emeritus since 2009. Hewas also a
Director at McGraw Hill Financial, Inc., arole
which he held from 1996 until April 2016 and at
ITT Industries from 1996 to 2001. In 2002, Sidney
received three US presidential appointments to:
the Homeland Security Advisory Council, the
President’s Export Council and the Advisory
Committee for Trade Policy and Negotiations,
and is an officer of the French Legion of Honour.

Current notable commitments: IBM Corporation
(Non-Executive Director)

Executive Director-elect

Sally Johnson
Chief Financial Officer-elect
aged 46, to be appointed 24 April 2020

Sally joined Pearson in 2000, and has held
various finance and operations roles across
The Penguin Group, the education business
and at a corporate level. She brings to the
Board extensive commercial and strategic
finance experience as well as transformation,
treasury, tax, risk management, business and
financial operations, investor relations and
M&A expertise. She has held various senior
level roles across the business, most recently
as Deputy CFO of Pearson. Sally is a member
of the Institute of Chartered Accountants

in England and Wales and trained at
PricewaterhouseCoopers. She was also
aTrustee for the Pearson Pension Plan

from 2012 to 2018.
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Non-Executive Directors

Dame Elizabeth Corley, DBE
Non-Executive Director ® ® ®
aged 63, appointed 1 May 2014

Elizabeth has extensive experience in the financial
services industry having been CEO of Allianz
Global Investors, initially for Europe then globally,
from 2005 to 2016, and was a senior adviser to
the firm until the end of December 2019. She was
previously at Merrill Lynch Investment Managers
and Coopers & Lybrand. Elizabeth is a Non-
Executive Director of BAE Systems plc and Morgan
Stanley Inc. Elizabeth is active in representing the
investment industry and developing standards
within it. She is a member of the Committee of
200. She was appointed Dame Commander of
the Order of the British Empire in the Queen’s
Birthday Honours in 2019 for her services to

the economy and financial services.

Current notable commitments: BAE Systems plc
(Non-Executive Director), Morgan Stanley Inc.
(Non-Executive Director)

Josh Lewis Non-Executive Director
aged 57, appointed 1 March 2011 ™ ®

Josh's experience spans finance, education

and the development of digital enterprises.

He is founder of Salmon River Capital LLC,
aNew York-based private equity/venture
capital firm focused on technology-enabled
businesses in education, financial services and
other sectors, through which he has taken on
the role of Non-Executive Director of several
enterprises. Over a 25-year career in active,
principal investing, he has beeninvolvedina
broad range of successful companies, including
several pioneering enterprises in the education
sector. In addition, he has long been active in
the non-profit education sector.

Current notable commitments: Salmon River
Capital LLC (Founder & Managing Principal)

Governance
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Sherry Coutu, CBE Non-Executive Director
aged 56, appointed 1 May 2019 ™ ®

Sherry has extensive experience in the
technology industry. She is the Chairman of
Founders4Schools and founder of the Scaleup
Institute. Previously, she was CEO of Interactive
Investor International plc, served on the board of
Bloomberg New Energy Finance and the London
Stock Exchange plc. In education, she was SID

and Remuneration Committee Chair of RM plc,

on the board of Cambridge University, Cambridge
Assessment and Cambridge University Press,

and Chesterton Community College. Sherry has
started and or invested in over 60 technology
businesses and served on the boards of Zoopla
plc, Raspberry Pi, NESTA, and the Advisory boards
of the National Gallery, Royal Society and Linkedin.
She was appointed Commander of the British
Empire inthe 2013 New Year Honours for her
services to entrepreneurship.

Linda Lorimer Non-Executive Director
aged 67, appointed 1 July 2013 @

Linda has spent almost 40 years serving higher
education. She retired from Yale in 2016 after

34 years at the university where she served in an
array of senior positions including Vice President
for Global & Strategic Initiatives. She oversaw

the development of Yale's burgeoning online
education division and the expansion of Yale's
international programmes and centres.

During her tenure, she was responsible for

many administrative services, ranging from Yale's
public communications and alumni relations to
sustainability, human resources and the university
press. She also served on the boards of several
public companies, including as Presiding Director
of the McGraw-Hill companies. Linda is a member
of the board of Yale New Haven Hospital, where
she chairs the nominating and governance
committee and is a trustee of Hollins University.
She also remains on several consequential
advisory committees at Yale University.
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Vivienne Cox, CBE
Senior Independent Director ® @ &
aged 60, appointed 1 January 2012

Vivienne has wide experience in energy, natural
resources and business innovation. She worked
for BP plc for 28 years in global roles including
Executive Vice President and Chief Executive of
BP’s gas, power and renewables business and
its alternative energy unit. She is Chair of the
supervisory board of VallourecS.A., a leader

in the seamless steel pipe markets, and a
Non-Executive Director at pharmaceutical
company GlaxoSmithKline plc. She serves as
Chair of the Rosalind Franklin Institute and

Vice Chair of the Said Business School (part of
Oxford University). She was appointed
Commander of the British Empire in the

2016 New Year Honours for her services to

the economy and sustainability.

Current notable commitments: GlaxoSmithKline
plc (Non-Executive Director), Vallourec S.A.
(Chair of the supervisory board)

Michael Lynton Non-Executive Director
aged 60, appointed 1 February 2018 @ &R

Michael served as CEO of Sony Entertainment
from 2012 until 2017, overseeing Sony's global
entertainment businesses. He was also Chairman
and CEO of Sony Pictures Entertainment from
2004. Prior to that, he held senior roles within
Time Warner and AOL, and earlier served as
Chairman and CEO of Penguin Group where
he extended the Penguin brand to music and
the internet. Michael is Chairman of Snap, Inc.,
Schrédinger, Inc. and Warner Music, and
currently serves on the boards of IEXand
Ares Management Corporation LLC.

Current notable commitments:

Ares Management Corporation LLC
(Non-Executive Director), Snap, Inc. (Chairman),
Schrédinger, Inc. (Chairman)
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Board of Directors

Non-Executive Directors continued

Graeme Pitkethly Non-Executive Director
aged 53, appointed 1 May 2019 @ &R

Graeme joined Unilever in 2002 and, prior

to being appointed CFO and Board member,
was responsible for Unilever's UK and Ireland
business. Previously, he had held a number of
senior financial and commercial roles within
Unilever and spent the earlier part of his
career in senior corporate finance roles in the
telecommunications industry. Graeme served
as Vice President of Financial Planning and
Vice President of Corporate Development at
FLAG Telecom and started his career at
PricewaterhouseCoopers. Graeme is a Vice Chair
of the Task Force on Climate Related Financial
Disclosures and is a Chartered Accountant.

Current notable commitments: Unilever plc and
Unilever NV (Chief Financial Officer)

Governance at Pearson

Board of Directors

Audit Appraises our financial management and
reporting and assesses the integrity of our
accounting procedures and financial control.

Committee

Nomination Reviews corporate governance matters,
& Governance including Code compliance and Board
Committee evaluation, considers the appointment of new

Directors, Board experience and diversity, and
reviews Board induction and succession plans.

Remuneration

Determines the remuneration and benefits

Tim Score Non-Executive Director
aged 59, appointed 1January 2015 ® ® ®

Tim has extensive experience of the technology
sector in both developed and emerging markets,
having served as Chief Financial Officer of ARM
Holdings plc, the world’s leading semiconductor
IP company, for 13 years. He is an experienced
non-executive director and serves as Chairman
of The British Land Company plc, a role to which
he was appointed inJuly 2019, a non-executive
director of HM Treasury, and