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Our financial goals

2001 2002 2003
Earnings per share 21.4p 30.3p 32.0p
Total free cash flow £122m £215m £192m

Return on invested capital 46% 6.0% 6.3%
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Why we are confident

Leaner operations

Advertising stable; strong growth in financial data
Rebound in school adoptions; pick-up in state funding
Increasing value of Higher Education

Stream of long-term contracted revenues

Market leadership getting stronger
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Business advertising iIs stabilising
FT Group advertising revenues
Year-on-year change
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Strong growth In financial data
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Long-term growth in education publishing
US K-12 & Higher Ed publishing, $bn
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Rebound in US School publishing

double
+2% down mid algit
Total US market $3.8bn single digits growth
New adoptions 0.5bn
N
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Pick-up In state funding

Year-on-year changes in quarterly state tax revenues
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Increasing value of Higher Education

Growth in US college enrolments

18.0 -+
7’
16.0 ~ 7
7
7
14.0 ~
12.0 ~
Projected
10.0 ~
8.0 -
6.0
40 T T T T T T T T T T T T T 1
E R R EREBEEIITEE B Y YK
(o)) o (o)) (o)) (e} (o)) (o)) o (@)} (o)) (o)) —
HHHH\—!HH\—!\—!HHNNSSQ
AN AN AN

Source: NCES

> 9t grade
oth — 12t grade

Graduated
high school

Some college

Associate
degree

Bachelor
Master

Professional

Dept of labor

Average US salary by level of education

$10,823
$13,605
$20,718
$25,718
$29,174
$37,729
$47,772

$71,098



Contracted revenues

contract wins typical
Business 2003 contract term
Government solutions $200m 5-10
Professional testing $600m + 7—9
School testing $300m + 3—6

$1bn+ contract wins in 2003



Market leadership getting stronger

Personalised learning
Content and services
Reaching new markets

Benefits of scale



Summary

Leading positions in attractive markets
Focus on organic growth and capital efficiency
Healthy outlook in short and long-term

Annual progress in earnings, cash and returns



PEARSON

T —

-



