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Forward-looking statements

Except for the historical information contained herein, the matters discussed in
this presentation include forward-looking statements. In particular, all
statements that express forecasts, expectations and projections with respect
to future matters, including trends in results of operations, margins, growth
rates, overall market trends, the impact of interest or exchange rates, the
availability of financing, anticipated costs savings and synergies and the
execution of Pearson's strategy, are forward looking statements. By their
nature, forward looking statements involve risks and uncertainties because
they relate to events and depend on circumstances that will occur in future.

There are a number of factors which could cause actual results and
developments to differ materially from those expressed or implied by these
forward looking statements, including a number of factors outside Pearson's
control. These include international, national and local conditions, as well as
competition. They also include other risks detailed from time to time in the
company's publicly-filed documents.

Any forward looking statements speak only as of the date they are made, and
Pearson gives no undertaking to update forward-looking statements to reflect
any changes in its expectations with regard thereto or any changes to events,
conditions or circumstances on which any such statement is based.
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Record results

fm

Sales*

Operating profit*
Margin*

Adjusted eps
Operating cash flow
ROIC

Dividend

2007

4,218
631
15.0%
46.7p
684
8.2%

31.6p

2006
4,051
565
13.9%
43.1p
575
8.0%

29.3p

Headline
growth

4%

12%

1.1 ppts

8%

19%

0.2 ppts

7.8%

*Includes Data Management (Scanners). Excludes Government Solutions and Les Echos

**At constant currency

Underlying

growth
6%

14 %

15%**
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Sustained financial progress

Operating profit | £631m
Fogzm

[toom

ta16in £a00m

2003 2004 2105 2006 2007

Margin 10.8% 10.8% 12.4% 13.4% 15.0%

£/% 1.63 1.83 1.81 1.84 2.00
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Sustained financial progress

Adjusted EPS

5-year CAGR: 14%

2603 2604 2005 2006 2007
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Sustained financial progress

Operating cash flow

2003 2011 20015 2O 2007

Cash 71% 98% 113% 97%

Conversion
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Sustained financial progress

Return on invested capital
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Strong, sustainable growth
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Financial performance

S




Sales growth

fm
School

Higher Education
Professional*
Pearson Education
FT Publishing
Interactive Data

FT Group

Penguin

Total

*Includes Data Management (Scanners)

2007
1,537
793
354
2,684
344

344
688

846
4,218

2006
1,455
795
341
2,501
280
332
612
848
4,051

Underlying
growth

6%
5%
9%
6%
12%
8%
10%
3%
6%
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Sales growth, £m

Penguin

Other FT Group
School education

N

v
Acquisitions

"_.-'

2006 2007
Includes Data Management (Scanners) P E A R S O N




Profit growth

Underlying
fm 2007 2006 growth
School 203 184 11%
Higher Education 161 161 5%
Professional* 40 38 11%
Pearson Education 404 383 9%

FT Publishing 56 27 85%
Interactive Data 97 89 13%
FT Group 153 116 30%
Penguin 74 66 20%
Total 631 565 14%
*Includes Data Management (Scanners) PEARSON
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Profit growth, £m

FT Group

Education

(& J
Y

Acquisitions

2006 2007
Includes Data Management (Scanners) P E A R S O N
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Margin improvement

Margins
fm 2007 2006 2005
School 13.2% 12.6% 11.4%
Higher Education  20.3% 20.3% 20.0%
Professional 11.3% 9.6% 7.6%
FT Publishing 16.3% 8.7% 6.3%
Interactive Data 28.2% 26.8% 26.9%
Penguin 8.7% 7.8% 7.5%
Pearson 15.0% 13.4% 12.4%

Reported margins

2004
9.9%

17.7%

7.9%
1.3%
24.9%
6.6%

10.8%
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Adjusted EPS

fm

Operating profit
Interest

Taxation

Tax rate

Profit after tax
Minorities
Adjusted earnings
Shares in issue
Adjusted EPS

*Restated for tax treatment of goodwill amortisation

2007
634
(85)
(145)

26.4%

404
(32)
372

796.8

46.7p

2006
592
(90)
(130)

25.9%*

372

(28)

344
798.4
43.1p

Headline
growth

7%
6%
(12)%

9%
(14)%
8%

8%
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Statutory P&L

fm

Operating profit

Interest

Finance costs — IAS39 / IAS21
Profit before tax
Taxation

Profit after tax
Discontinued operations
Profit for the period
Basic EPS (total)

Basic EPS (continuing)

Headline

2007 2006 growth
574 522 10%
(85) (90) 6%
(21) 16

468 448 4%
(131) (4)

337 Lb4 (24)%
(27) 25

310 469 (34)%

35.6p 55.9p (36)%
39.0p 52.7p (26)%
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Operating cash flow

fm

Operating profit

Working capital

Net capital expenditure
Depreciation

Dividends from associates
Exchange and other movements
Operating cash flow

Cash conversion %

Working capital includes pre-publication

108%

2006
592
(25)
(92)
100

45
(45)
575

97%

var
42
61
(8
)
(13)
34
109

PEARSON
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Cash and working capital discipline
Average working capital/sales

1.9%
31.97 30.7% 30.6% o
29.4%
27.4% 0
I I I | 740 26.3 /O 25.60/0
e a a - a I a l a | o
2001 2002 20073 2004 2005 20006 200/
Includes capitalised pre-publication costs and author advances P E A R S O N
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Free cash flow

fm

Operating cash flow

Operating tax paid

Cash tax %

Operating finance charges
Operating free cash flow

Special pension contribution
Other non operating

Total free cash flow

Operating free cash flow per share

Free cash flow / share

2007

533
(100)

(26)
407

51p

2006

575
(59)
10%
(82)
434

(2)
433
54p
54p

var

109
2)

8)
99
(100)
(25)
(26)
13p
3p)
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Balance sheet — total business

fm

Goodwill / intangible assets
Tangible fixed assets
Pre-publication
Working capital
Other net liabilities
Net trading assets
Shareholders’ funds
Deferred tax asset
Provisions

Minorities

Net debt

Capital employed

2007
3,910
362
452
239
(57)
4,906
3,694
(42)
101
179
973
4,906

All balances include Data Management (Scanners) held for resale

2006
3,809
357
402
323
(58)
4,833
3,476
(172)
302
168
1,059
4,833

var
101

5
50
(84)
1
/3
218
131
(201)

11
(86)
/3
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Return on invested capital

y G.7%:
6.0 6.0% 5.2 l

A 20033 2004 AL, 2006 200,

5.0 % 3.2%

*At 2007 rates P E A R S O N
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2008 outlook

Sustained growth; more uncertain economic environment
Significant integration activity; all costs expensed
Underlying profit growth in all businesses

Further progress on earnings, working capital and returns

Strong cash conversion

PEARSON
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Strong, sustainable growth
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Changing Pearson

Content +
Technology and services
International expansion

Efficiency

PEARSON
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Change in Education
Revenue mix

2000

Technology
Publishing

US \International /\
School |

( College \/

Worldwide
testing

$3.1bn S5.3bn

*Continuing businesses P E A R S O N

/\



Sustained growth in School
Year-on-year growth, %

B IS School Instructional
Materials Industry

B Pearson US School
Instructional Matenals

16.0

B Pearson Total School

6.0

5.8
Sources: Pearson, AAP P E A R S O N
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Sustained growth in Higher Education

+7°/o
US Higher Education growth, %
1998 = 100

+4°/o

+7°/o
Pearson

US Industry

+9°/o

1994 2000 2001 2002 2010 2004 2005, 2006 2007

Sources: Pearson, AAP P E A R S O N
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Change in education: more technology

MyLab registrations, m

-

2004 2005 2006 2007
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Change in education: online distance learning

eCollege enrolments, m

1.3
G.7
3.5
0.3
. . .

2002 el e 2O 20315 2000 2007
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Change in education: more services
Worldwide School & Professional testing revenues

Sm
Harcourt
Assessment
1,041 1,237
313
HO/
_ e - >

2002 2003 2004 2005 2006 2007
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Change in education: professional opportunity

US adults taking Adults attaining secondary
work-related courses, % education, %
o 100 -

B 2534
3544
M 45-54

o l:,-5-;::,-_1
50 7

aland Brasil Turkey Mexico

5T

-2
(W |

1995, 2001 2005

Source: NCES Source: OECD, 2005 P E A R S O N
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Change in education: more international

International education revenues, 2006 ($bn)

|\

Pearzan 1.8*

Lagardere i e

Priza 0.6
Cerigage — 0.5
tAcGraw-Hill 0.4
WKE

Senoma WSO

_i_'-.

Source: Pearson, Company Accounts, Analysts estimates P E A R S O N
*Proforma to include Harcourt —



Education pays

Average income by level of education

College

Graduated high
school =100

Below
high school

us UK Turkey Poland  Korea Italy
Source: OECD P E A R S O N
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Change in education: international opportunity

M Increase 1991-2005

Change in participation rates B 1991 enrolment rate

1991-2005
Secondar i
T4y y 100 Tertlary
I
3o | o
I
G0 |
I
40|
|
o |
I
i
Polaad U Z2eath Eqvst Tureze nei FPaland  US  South Egypt Turkey India
Africa Africa
Source: OECD P EA RS O N
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Sustained growth in education

Pearson Education operating profit :
PG

$e7 1 $no7rn

L2gm

Margin 12.1%

PEARSON

As reported
/\



Sustained growth in US education publishing
Year-on-year industry sales growth

20 Higher Education School
; CAGR = 7% CAGR = 5%
10

LA

l“ I|1|I1|

97 99 01 03 05 07

Sources: Pearson, AAP

New adoptions
down 20%+

97 99 01 03 05 07
PEARSON
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Education: change in 2008

School

Harcourt integration

Double digit sales growth at constant currency
Stable margins in ’08, climbing to 15% in 09

Higher Education
Rapid expansion of MyLabs, eCollege
Mid single-digit underlying sales growth, stable margins

Professional
New professional / vocational markets
Low single digit sales growth, margins improving

Another good year in 2008
PEARSON
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Change in Penguin: international opportunity

1Z0a

1200

SO

b h

401

s

Rising literacy
in India

Population (m); Literacy rate (%) .

I i L]

I*H]

IE'II

|21'.|

1651 1901 1971 19831 1991 20401

Sources: Ministry of Home Affairs,
Office of the Registrar General

Rising book retail space

in India
Sq ft (top 3 book stores)

632,330

100,073

Source: Pearson P E A R S O N

/—\



Sustained growth at Penguin

Penguin operating profit
$148m

$136m

2003 2004 2005 2006 2007

Margin  9.9%

PEARSON
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Penguin: change in 2008

Balanced publishing schedule
Further efficiencies & working capital improvement
Digital marketing, emerging markets

Strong start to the year

Double digit margins in 2008
PEARSON
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Hitachi will consider disposing its struggling US hard w
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Change at Interactive Data

Sales by product Sales by geography

Asia
eSignal
Fixed inc-ome/'
analytics Real-time
services
i North
roadcas .
America
& other ™ Pricing &
Reference
data
Europe
.f"'ff f.-" ‘Hf’ _,/'ff
2 2007 2500 2J07
Source: Interactive Data P E A R S O N
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Change at the FT Group

Revenue mix, %

6 50/0
60%

Digital revenues

55%
50%
45%
40%
35%
30%

Advertising revenues

25%
2000 2001 2002 2003 2004 200§ 2006 2007

PEARSON
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Sustained growth at the FT Group

FT Group operating profit, £m

121

41

2003 2004 2005 2006

Margin  7.0%
As reported PEARSON
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The FT Group: change in 2008

Healthy outlook at Interactive Data

Good growth at Mergermarket, Money-Media,
Exec Appointments

Sustained investment in international, online expansion

Focus on content, subscription and brand revenues

Further profit improvement,
even if no ad revenue growth

PEARSON
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Strong, sustainable growth
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