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Our purpose

Helping people realise
the life they imagine
through learning

We are the world’s
lifelong learning
company

What we do
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Distribute content digitally
and physically

o Deliverassessments

Create and curate content

Produce assessments

Develop learning courseware
e Distribute lessons

Design courses

Write curriculum standards o Enablelearning experiences

o Facilitate teaching
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Build and verify skills

Score assessments
Measure skills
Credential skills

Evaluate talent
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2025 highlights: Powering growth through innovation

Pearson continued to deliver strong strategic and
operational progress - advancing our purpose to help
people realise the life they imagine through learning.

Sales Underlying growth

£3,577/m 4%

Adjusted operating profit

£614m

Underlying growth

6%

Free cash flow
year-on-year increase

8%

Free cash flow conversion*

125%

* Free cash flow conversion calculated as free cash flow divided by adjusted earnings.

Inclusive of the recovery of £0.1bn of taxes inrelation to the State Aid matter.

Improved Group adjusted operating
profitmarginto 17.2%

Read more on page 126

> Strong cash performance

with free cash flow of £527m. Completed a £350m share buyback

Read more on page 29

Continued to lead with the application of
innovative technologies, deepening and
scaling Al across our offering

driving measurable improvementsin learner outcomes and saving
educators meaningful time, whilst embedding Al as a foundational
capability within Pearson

Read more onpage 7

Continued enterprise momentum
through strategic partnerships
to help employees and organisations prepare for the future of work

Read more onpage?7
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Business unit overviews

2025 sales by business unit

£3,577

Total sales

4% underlying
growth

Assessment &
Qualifications

Virtual Learning

. Higher Education

. English Language
Learning

Enterprise Learning &
Skills

m

£1,604m
(4% underlying growth)

£511m
(8% underlying growth)

£775m
(2% underlying growth)

£405m
(1% underlying growth)

£282m
(6% underlying growth)

@® Assessment & Qualifications

Assessment & Qualifications (A&Q) delivers world-class
testing, certification and qualification solutions through four
sub-business units, all of which contributed to growth in 2025:
Pearson Professional Assessments (formerly known as Pearson
VUE), Clinical Assessment, US Student Assessment and UK &
International Qualifications. Together, these businesses
provide trusted knowledge and skills measurements for
learners, professionals, enterprises andinstitutions globally.

In2025, Pearson Professional Assessments continued to lead
the global marketinlarge-scale testing services, supporting
workforce certification and reskilling across professional and
government sectors. Despite headwindsin PDRI driven by US
federal government hiring and spend reductions, the business
grew, securing new contracts and expanding enterprise
partnerships. We also integrated Al to drive efficienciesin
assessment generation, and strengthened our global

delivery infrastructure.

Clinical Assessment delivered strong growth due to the
continued traction of our productsin the market and digital
product growth. This was further supported by the first
state-wide adoption of our digital platformin Tennessee and
our expanded pharmaceutical business. Key innovations
included the launch of Revibe, a wearable device designed to
supportindividuals experiencing challenges with focus and
attention, the pilot of an Al-powered psychological report
writing assistant and the release of D-KEFS Advanced, a fully
digital neuropsychology assessment.

US Student Assessment advanced itsrole as a strategic
assessment partner to states and districts, delivering
comprehensive assessment systems spanning formative,
interim and summative programmes. Although we lost the
contract with New Jersey, we subsequently renewed and
extended several key contracts, including Maryland and others
at alate stage of contract completion. We also launched an
integrated partnership with McGraw Hill to embed
assessmentsinto core K12 curricula.

UK & International Qualifications delivered strong growth,
benefiting fromvolume andinternational expansion. We
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Built on deep expertise, global reach
and strong customer relationships,
assessments sit at the heart of our
strategy - enabling learners to prove
their skills in a world where trusted
credentials are increasingly
important.”

Art Valentine
President - Assessment & Qualifications

commenced the delivery of the new UK Government Test
Operations Services contract and we expanded our digital
offerings, includingincreased adoption of onscreen assessment
andActiveHub, our flagship teaching andlearning platform.

Across A&Q, priorities for 2026 include continued expansion
into adjacent market opportunities, such as moving up the value
chaininto high-stakes test prep and formative assessments,
aswell asrenewing key contracts and securing new wins.

We are also expanding internationally, enhancing operational
excellence and accelerating innovation, particularly through Al.

Virtual Learning

Virtual Learning (VL) delivers high-quality online learning
solutions for K12 students through two main offerings: Partner
Schools and District Partnerships.

Partner Schools provides state-wide, turnkey virtual school
solutions for public K12 studentsin the US, integrating
courseware, platform technology, instructional servicesand a
range of support services to deliver flexible, high-quality online
learning. District Partnerships offers customisable virtual
education solutions for K12 districts.
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In2025, we made targeted marketing investments to capture
demand and completed the launch of a new enrolment portal
across the Partner Schools network, helping to remove friction
inthe enrolment process. We continued to expand our career
programmes with new offerings, now available across our
Partner Schools network to support students in their transition
to the workforce. We opened two new schools, taking our total
to 41 across 31 states. We also deepened the integration of Al
into our study tools, contributing to higher course scores and
end-of-semester passrates.

Our 2026 priorities focus on continuing to capture growing
demand for US virtual schooling, further strengthening of our
marketing and enrolment capabilities, targeted school
expansion and the ongoing application of Al to personalise
teaching andlearning.

® Higher Education

Higher Education (HE) provides leading learning experiences
across the Post-Secondary and Early Careers markets, with
additional reachinto K12 education through Honours, AP®,
Dual Enrolment, and Career and Technical Education (CTE).

In2025, we provided Al-powered learning experiences that
delivered measurable improvementsinlearning outcomes.
Adoption continued to grow across our key platforms, all of
which now integrate advanced learning capabilities to support
more personalised, adaptive and engaging experiences. The
new ‘Go Deeper’ functionality in our Al study tools encourages
critical thinking by prompting learners with challenging
follow-up questions. We continued to see strong tractionin
ourInclusive Access offerings. We also expanded the
successfulmonetisation of Study Prep (formerly ‘Channels’)
through new Al-driven diagnostics and coaching features,
helping students build confidence ahead of assessments, and
extendedreachintointernational markets.

In Early Careers, we established a direct sales force to
accelerate our College and Career Readiness strategy.
Ouracquisition of eDynamic Learning (eDL), North America’s
largest provider of digital CTE, was a significant milestone -
strengthening our portfolio and enhancing our ability to
support learners as they transition from educationinto

the workforce.
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Looking ahead to 2026, our focus remains on product and
platforminnovation, expanding reach and impactin the sector
through strong educator partnerships, and building on our
Early Careers offerings. We will continue to enhance access
andintegration across ourInclusive Access offeringsin the US,
while focusing internationally on emerging markets, digital
expansion and content localisation.

@ English Language Learning

English Language Learning (ELL) is a global destination for
learners seeking to develop and validate their English
proficiency. By combining deep pedagogical expertise with
advanced technology, ELL delivers scalable learning and
assessment solutions that enable individuals, teachers,
enterprises and governments to achieve academic and
professional goals. It does this through three main offerings:
institutional courseware, including Wizard by Pearson; English
proficiency assessments, such as the Pearson Test of English
(PTE) for migration and Versant by Pearson for enterprises; as
well as our online offering, Mondly by Pearson.

In2025, Institutional advanced its digital learning capabilities
through new Al-powered tools for students and teachers,
including Smart Lesson Generator for educators. Wizard by
Pearson continued to grow in Brazil, supported by increased
online business.

Ourassessment portfolio, including PTE, Versant by Pearson
andarange of institutional assessments, continued to support
learners seeking to demonstrate English proficiency. We
launched the PTE Express Test, meeting growing demand for
trusted online testing among US-bound learners, and renewed
ouragreement with Australia’s Department of Home Affairs.

Mondly by Pearson expanded its suite of engaging online
learning experiences with the launch of the Digital Language
Tutor, an Al-driven product designed to support enterprise
learners to improve their workplace English proficiency.

In2025, in collaboration with our Enterprise Learning & Skills
business unit and co-developed with Microsoft, we launched
Communication Coach, whichis designed to improve the
communication ability of both native English and non-native
English speakers andis aligned with Pearson’s Global Scale
of English, our proprietary rubric to benchmark English
language proficiency.
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For2026, we will continue leveraging Al and digital
technologies to enhance learning and assessment

offerings. Our priorities include continued strong operational
performance, refreshing our Institutional product suite,
developing next-generation solutions forinstitutional and
government partners, and supporting enterprise customers
with advanced upskilling capabilities.

Enterprise Learning & Skills

Enterprise Learning & Skills (ELS) provides career-focused
qualifications and enterprise talent solutions through Vocational
Qualifications (VQ) and Enterprise Solutions, whichincludes
skilling content, assessments and digital credentialing.

Vocational Qualifications continues to be the UKleaderin
applied, career-focused credentials rootedin real-world work
scenarios, with an additional presence in 58 markets globally.
One infive working-age individuals in the UK holds a Pearson
BTEC qualification and our programmes are adopted by
ministries of education globally to support skills reform. In 2025,
VQ won contracts with the UK Ministry of Defence, the
Uzbekistan Ministry of Education and the Kingdom of Saudi
Arabia, reflecting the strength of our apprenticeship and
international BTEC expansion strategies.

Enterprise Solutions helps companies address evolving talent
needsinarapidly changing economy, particularly as Al reshapes
workforce requirements. Through Credly, TalentLens, Faethm and
ITPro, we support businessesin assessing skills gaps, planning
talent strategies, sourcing talent and delivering skills development
alignedto commercial objectives. In 2025, we launched a global
go-to-market approach,including a Global Enterprise Sales team,
supported by marketing and delivery. We secured strategic
partnerships with hyperscaler partners (Microsoft, AWS and
Google Cloud)andleading professional services enterprises
(includingHCLTech, Cognizantand IBM).

Inthe US, General Educational Development (GED) remains a
critical pathway forindividuals seeking to enter the workforce or
pursue highereducation and continues to support career
advancement. As of 2025, more than 20 millionlearners have
earned the GED, whichisrecognisedinover 90 countries.

Looking to 2026, we will continue to address the growing
market need for trusted talent solutions that enable
employees to work more effectively with Al. We will drive value
from our existing partners while expanding our partner
ecosystem, and willalso broaden our validated skills data to
support workforce mobility at scale.
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Al is accelerating demand for trusted skills
assessment and verification

Confident in the future due to the mega trends of
demographics and Al which are driving upskilling
demand, as well as Pearson’s unique characteristics
and enduring competitive strengths.

Mega trends

Demographics Upskilling
demand
Al

~90% Profit

Operationally complex physical and
digital workflows and print

~10% Profit

Digital courseware, embedded in critical workflows

Unique Characteristics & Enduring Strengths

Long history of operational excellence

Leadership positions

Trust

Deeply embedded

Proprietary data sets

Why Al strengthens Pearson’s position

Advancesin Al are driving large-scale reconfiguration of industries, occupations and educational
approaches, providing secular tailwinds for learning, assessment and verification. Pearson, as the
world’s lifelong learning company, is perfectly positioned to benefit from this massive wave of
human skilling over the next several years.

Ourunique characteristics of trust, infrastructure level quality, operational strength, and breadth
of services that are embedded in the learning ecosystems alongside ourinvestmentsin Al driven
innovation delivers strong, durable cash flows and profitability. And our deep and enduring
competitive advantages provide a unique platform for future growth.
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Using Al to improve efficiency, performance
and learning outcomes

From operations to products, Al is enhancing execution at scale.

Improving efficiency and speed to market Embedding Al into trusted products
Al-enabled authoring and editorial tools that shorten product development cycles e AlStudy Tools inHigher Education, including ‘Go Deeper’, designed to prompt higher-
order thinking

Communication Coach: a Microsoft Teams-integrated product providing real-time,
role-specific feedback

Multilingual content translation with human-in-the-loop governance

Al-powered customer support and employee productivity tools thatimprove speed

and consistency
Al-enhanced exam preparation, including adaptive practice tests and the GCSE Exam

Practice Assistant
Al-enabled tools aligned to trusted frameworks, including speaking practice aligned to
the Global Scale of English

Scaling Al through a disciplined operating model Operating Al responsibly
The Al Centre for Enablement (C4E) provides shared standards, tools and expertise to accelerate Trust, safety and integrity are central to our Al deployments, supported by robust governance
experimentation and scale reusable Al solutions. It enables fasterinnovation while ensuring aligned with global standards

consistency, efficiency andresponsible Al practices across Pearson.

Breadth of strategic and innovation partnerships ' - Powered by |eaming science and

Hyperscalers Professional services —=t & . _ data-informed design, our Al tools

« Microsoft « Salesforce « IBM ; ey o Bl °| deliver engaging, personalised

. AWS = HCLTech o Leletite } - 4 experiences that spark critical

e« GoogleCloud « Cognizant « TCS o ] - . . . »
thinking and drive student success.

Innovation partners 27 (O . 4 Tony Prentice

o MetaforEducati ' ' i [
etafor Education . ] Chief Product Officer
e AndroidXR f J

e ViTechnologies
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A year of delivery, performance and progress
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Executing with discipline to deliver
sustainable returns

Iwould like to thank everyone at Pearson for their contribution
to another successful year. Thanks to the execution of
Pearson’s people, strong leadership and disciplined financial
management, alongside the trust of customers in our market-
leading products and services, Pearson has delivered sales
and earnings growthin line with expectations. This
performance enables the company to continue delivering
returns to shareholders.

Pearson’s robust results and strong financial position
underpin our ability to invest in continuously enhancing our
offerings and addressing significant opportunities in faster-
growing segments of the learning market, particularly within
our medium-term growth vectors of Early Careers and
Enterprise Skills.

Reflecting our confidence in the outlook for the business, the
Board isrecommending anincrease in the final dividend,
resultingina full-year dividend of 25.2p per share, payable on 8
May 2026 to shareholders on the register on 20 March 2026.
Ourdividendis supplemented by a strong track record of
share buybacks, with a further £350m programme completed
in 2025 and, in January 2026, the announcement of an
additional £350m programme - demonstrating our ongoing
commitment to shareholder value creation through disciplined
capital allocation.

Strategic partnerships and innovation

Pearson’s progressin 2025 has been significant and broad-
based. Long-term strategic partnerships with Microsoft, AWS
and Google Cloud are totemic examples of Pearson’s
commitment to innovation andimpact. These partnerships
extend ourreach across enterprise, Higher Educationand K12,
accelerate our cloud transformation and provide unique
go-to-market opportunities.

In addition, recently signed professional services strategic
partnerships with HCLTech, Cognizant, IBM, Deloitte and TCS
are helping Pearson to scale delivery, enhance operational
agility and unlock new opportunities. These relationships are
instrumental in supporting Pearson’s transformation and
enabling the company to move faster and more effectively in
servinglearners, institutions and enterprises worldwide.

Pearsonhas continued to embed Almore deeply across its
products and services, bringing enhanced learning
experiences to more people, faster. When applied thoughtfully
Al supports higher-order outcomesin reasoning and problem-
solving. When alearner uses Al as a teleportation device, taking
them straight to the answer, they don’tlearn, but when Al is
used as amap - accompanying them through the different
stages to get to the endpoint - it enhances learning.

Investmentin Al across products and services isincreasingly
translating into differentiated offerings, improved customer
outcomes and commercial opportunity.



Governance report

Strategic report

Pearson’srole in an evolving world
of learning

Reflecting on my observationsinlast year’s annual report, and
the extraordinary changes we have witnessed over the last 12
months with the seismic forces of Aland demographic change
continuing to reshape ourworld, it is clear to me that Pearson’s
purpose - helping people realise the life they imagine through
learning - has never been more relevant. Pearsonis evolving to
meet these challenges and opportunities head-on.

As skills requirements evolve and the pace of change in the
workplace continues to accelerate, demand for learning and
the validation of skillsis increasing. Pearson’s deeply
embedded position within global learning ecosystems,
trusted brands and operational scale position the company
well to supportlearners, institutions and employers as they
navigate this transition.

Board and governance

Pearson benefits from the counsel of a strong and effective
Board, whose members bring diverse experience and
expertise from arange of sectors. This year, we were delighted
to welcome two new independent Non-Executive Directors,
Arden Hoffman and Costas Maglaras.

Ardenis currently Chief Human Resources Officer at General
Motors and brings valuable workforce and talent expertise
spanning arange of industries. Costas serves as Dean of
Columbia Business School and brings deep experience in
economics, decision-making and leadership. Together, their
insights enhance the Board’s focus on ensuring Pearson’s
strategy remains aligned with the demands of a rapidly
changing globallandscape.
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We also said farewell to Lincoln Wallen, who stepped down
from the Board at the end of the year. | would like to thank him
forthe valuable contribution he has made to Pearson over his
long tenure.

During the year, the Board oversaw a managed succession
process for the role of Group Chief Financial Officer. | would
like to thank Sally Johnson for her significant contribution to
Pearson over many years, and welcome Simon Robson, who
will join the company in March 2026. The Board is confident that
this orderly transition supports continuity, strong financial
stewardship and effective execution of Pearson’s strategy.

We engage regularly with shareholders on a broad range of
topics and welcome the opportunity to hear their views. This
engagement helps ensure alignment with shareholder
expectations and governance best practice. Further details on
the Board’s activities and governance arrangements can be
foundinthe Governance report starting on page 70.

Outlook

The Board is pleased with Pearson’s performance and
progressin 2025. We are confident that Pearson’s strategy
positions the company well to capitalise on opportunitiesinits
target markets over 2026 and beyond, alongside continuing to
deliver sustainable growth andreturns for shareholders.

Thank you for your continued support.

Omid Kordestani
Chair
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The company has delivered another
year of sales and earnings growth,
strengthened its financial position
and continued to invest in areas that
support sustainable value creation
over the medium-term.”

Omid Kordestani
Chair
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Chief Executive’s review

Delivering growth through execution
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Dear shareholders,

2025 was anotheryear of financial delivery and significant strategic
progress. We set out with a clear set of priorities and I'm proud to
say that ourteams across Pearson have delivered against these
with acustomer execution focus, agility and ambition. We've
grown our business, strengthened our foundations and
accelerated our strategy.

Our financial performance reflects thismomentum. In 2025, we
achieved underlying sales growth of 4%, with adjusted
operating profit of £614m - anincrease of 6% on an underlying
basis. Free cash flow conversionremains strong at 125%,
underscoring the resilience of ourmodel and the discipline
with which we execute.

Beyond the numbers, we are encouraged by the growing
adoption of our products and the strengthening demand
across key markets, whichreinforces our confidenceinthe
strategy. As the half-life of skills is shrinking and the pace of
changeis accelerating, Pearson is uniquely positioned to help
learners, institutions and enterprises adapt and succeed.

Powering growth through execution

Great execution on our strategy s at the heart of our progress. It's
how we stay ahead of the curve, meet evolving customer needs
and unlock new opportunities. In 2025, we made significant strides
embedding Aland digital technologies across our portfolio and
accelerating our enterprise learning capabilities and business. Al
our efforts are helping us to drive outcomes forlearners and
enhancing the experience of customers across the business.

o InAssessment & Qualifications, all sub-business units
contributed to growth with standout performances from
Clinical Assessment and UK & International Qualifications.
Clinical Assessment grew through strong demand for our
digital products together with expandingits customer base
with the first state-wide adoption of our digital offering. We
alsolaunched Revibe, an Al-enabled wearable powered by
Samsung Electronics to support focus and self-regulation.
In UK & International Qualifications, we introduced the
GCSE Exam Practice Assistant - an Al-powered tool for
personalisedrevision. Pearson Professional Assessments
secured several new contracts, and US Student

Assessment announced a partnership with McGraw Hill to
unlock opportunitiesin formative assessment.

e InHigherEducation, ourcore US courseware businessled the
way by delivering agood performance, supported by the
expansion of Al featuresin our offering. The new ‘Go Deeper’
functionality in our Al study tools encourages critical thinking by
prompting learners with challenging follow-up questions. As our
Albecomes more embeddedinthe studentlearning process,
we are seeing learners deepening their cognitive ability and
becoming more engaged with our materials.

e InVirtual Learning, we saw strong growth in the second half
of the year, driven by capturing strong market demand
through targeted marketing, streamlined enrolment
processes and enhanced career offerings. We opened two
new schools, bringing our total to 41 schools across 31
states, and embedded our career programme across the
network. Our Al tools are contributing to improved student
outcomes with higher grades and pass rates.

e InEnglishLanguage Learning, Institutional saw continued
growth, with customer wins in key markets, for example in
Latin America, and Pearson Test of English continued to
show resilience, performing well despite a tough market
backdrop. We advanced our offering with the launch of the
PTE Express Test and launched Communication Coach,
which was co-developed with Microsoft and in
collaboration with our Enterprise Learning & Skills business
unit, to improve the communication ability of both native
and non-native English speakers. The product is aligned
with Pearson’s Global Scale of English, our proprietary
framework for benchmarking English language proficiency.

» InEnterprise Learning & Skills, we refocused our Global
Enterprise Sales Team and signed long-term strategic
partnerships with arange of key hyperscalers andleading
professional services enterprises.

Meeting the moment: skills for an
evolving workforce

The world of work is changing - fast. Alis reshaping industries, roles
and expectations. Learners, workers and employers alike are
grappling withhow to keep pace. We believe this gives Pearsona
profound opportunity tolead. We're better placed thaneverto
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strengthen the connection between learning and success, due to
ourunique characteristics and enduring competitive strengths.

The traditional ‘learning to earn’ model - where education ends
whenwork begins - is no longer fit for purpose. We must
embrace a ‘learning to learn’ mindset, where educationis a
lifelongjourney, seamlessly integratedinto work and life - and
where learning becomes the mostimportant skill for success.

That's why we've identified Early Careers and Enterprise
Skilling as strategic growth engines. These are not just
commercial opportunities; they’re areas where Pearson
can make areal societalimpact. In 2025, we featuredin
the GSV 150list of companies transforming digital learning
and workforce skills development, validating ourimpact
(https://www.asugsvsummit.com/gsv-150).

In Early Careers, we're helping young people build job-ready
skills as they transition from school or university into the
workforce. Our Virtual Schools are already delivering career
readiness initiatives, and through our career programme,
students gain access to internships, employer connections
and specialised classes that prepare them for the world of
work. This year, we acquired eDynamic Learning, whichis a core
pillar of our Early Careers strategy. eDynamic Learningis a
leaderin Career and Technical Education. Combined with
Pearson’s scale, this creates a powerful platform to equip the
next generation with the skills they need to succeed.

In Enterprise Skilling, we’re helping those already in work to
reskilland upskill. Our unique skills ontology enables
employers to understand their workforce capabilities and
identify gaps. By combining our expertise inlearning with the
reach and technology of our strategic partners, we’re creating
scalable solutions that deliverlearning in the flow of work. Our
Communication Coachisjust the beginning. Imagine a future
where employees receive real-time, personalised learning
without leaving their daily workflow. That future is already here.

Building Al literacy for all

As Al becomes ubiquitous, Al literacy will be a foundational skill
- essential for all learners, workers and organisations. At
Pearson, we want everyone to have the tools to understand
and harness this transformative technology, and we have
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expanded our Al-related content, training programmes and
certifications. Forexample, in 2025 we introduced Al
Essentials, a short course that provides a foundational
understanding of Al.

We’re also investing in our own people. Across Pearson,
employees have access to Microsoft Copilot, and we have
rolled out live training sessions across the organisation. Our Al
Ambassador Community has grown to over 1,000 members,
supported by a vibrant programme of training and learning
events. Thisis about more than tools - it's about mindset: we're
empowering our teams to reimagine how they work,
collaborate andinnovate.

Leadership and succession

Iwould also like to thank Sally Johnson, who will be leaving
PearsoninMay 2026, for her outstanding contribution to the
company over nearly 26 years, including six years as Group
Chief Financial Officer. She has been a trusted partner to me
andto the Board, and played a pivotal role in strengthening the
company and positioning it for the future. lam pleased to
welcome Simon Robson, previously Group Chief Financial
Officer at Sky, who willjoin Pearsonin March 2026.1am
confident he will support the continued delivery of our strategy
andlong-termvalue creation.

Looking ahead

We remain focused on disciplined execution, targeted
investment and delivering for our shareholders. We've made
great stridesin 2025: growing our business, deepening our
impact andlaying the groundwork for future success. But
we’re only just getting started.

Ourunique capabilities, trusted brand and global reach place
us at the heart of a societal shift shaped by Al, evolving skills
and changing expectations.

Thank you for your continued support.

Omar Abbosh
Chief Executive
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We remain focused on

disciplined execution, targeted
investment and delivering for

our shareholders. We’ve made
great stridesin 2025. We’ve grown
our business, deepened ourimpact
and laid the groundwork for future
success. But we’re only just

getting started.”

Omar Abbosh
Chief Executive

4%

underlying sales growth

6%

underlying adjusted
operating profit growth
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Strategic framework

Anintegrated strategy
Overview f )

In2024, we launched a refreshed strategy with a single, unifying purpose: to help
people everywhere torealise the life they imagine through learning (the ‘why’ section of
our framework). This strategy is now deeply embedded across the organisation, and its ’ H H

execution has generated strong momentum across the business. We continue to The World S Ilfelong Iearnlng Company

accelerate our transformation - harnessing the power of Aland capitalising onthe . . . . . .
demographic shifts reshaping the world. Helping peoplerealise the life they imagine through learning

As we move into the second year of thisjourney, our execution planrests onthree
interconnected components:

1. Drive performance in our core business m

We are driving excellence across our business units, focusing on strengthening core
performance and capturing market share, with specific examples outlinedin the
business unit overview section. We will continue to drive value by scaling our presence
across multiple verticals and solution types. We will build on our commercial execution

and accelerate the introduction of innovative products and services, providing a solid P =
foundation for future growth. f ]
2. Deliver execution synergies
We willunlock value from execution synergies. We remain committed to further | ]
advancing our ambition of a fully integrated, customer-centric operation which o >
executes at pace. We are implementing new approaches to company-wide
operational systems that will support more effective workflows, such as transforming Drivi f . E ti Medi t
revenue operations and Al-driven simplification to customer services. We will refine and riving per orrr.\ance in xecu I_on edium-term
modernise our software, as well as simplifying our product estate to improve customer the core business synergies growth vectors
nawgaluon andenhance prqductd\scox{eryand development.In parallel,we a|mtol Sealence hbushess untis Operational systems Early Careers
establish long-term strategic partnerships that support sales expansion, create unique Mod £ 3 d £ ise Skill
go-to-market pathways and advance innovation. © err:jso tlware product nterprise Skilling
evelopment
3. Expand into medium-term growth vectors in Early Careers and Strategic partnerships

Enterprise Skilling

We continue to see significant growth opportunities in our two medium-term growth vectors:
Early Careers and Enterprise Skilling. We will further strengthen Pearson’sleadershipin career

andtechnical education, to supportlearners as they transition from formal educationinto the 3 . H ow
workforce. Additionally, we will support enterprises as they develop the capabilities needed

fortalent planning, sourcing and developmentinthe Al era.

Lastly, to support the execution of our strategy (the ‘how’ section of our framework), we Performance culture Innovation Capital allocation
will continue toinvest in our people, strengthen our performance culture, drive

innovation and optimise our capital allocation. Our focus is on creating a highly
motivated and customer-centric organisation by delivering a strong employee- \. J
employer contract, quickly allocating capital to faster-growing opportunities and

making innovation a core part of our DNA. We believe we are well-positioned to capture

growthinthe rapidly evolving learning market.
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Our business model and value drivers

Helping people realise the life they imagine

through learning

Brand

Ourbrand stands as a symbol of trust, respect and
excellence, embodying the quality that defines our
company and strengthens our positionin the
marketplace. In 2025, we delivered a refreshed Pearson
brand, modernising our visual identity, tone of voice and
value proposition.

Thought leadership

Ourindustry expertise and unique positionin the learning
ecosystem allow us to be a global thought leader.

We develop deep, rigorous and analytical perspectives,
share domaininsights and shape the conversation on
key trends. We launched our ‘Lost in Transition’ and

‘Mind the Learning Gap* researchreports, anchoredin
proprietary insights covering skills gaps, digital
disruption, learner behaviour and the impact of Alon
learning and the workforce.

For our stakeholders

r_ j Individuals

Institutions

L =/ | Enterprises

1. PublishedinJan2026

Learningis a very human trait. Like sleep and nutrition,
learningis vital in our lives, and we know that when we
learn more we get happier, we get healthier, we live
longer and we can earn more.

1

Al is creating transformative
opportunities across education
and we have aresponsibility

to harness it for the benefit of
those we serve. Through our
strategy we are building a
stronger business,

unlocking new growth,

driving better
outcomes for our
customers and
delivering value

for our stakeholders.”
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Our business model and value drivers continued

What we’re doing to progress against our strategy

Growth drivers

Core
performance

Execution
synergies

ProgressinFY25

Plans for FY26

Excellence in business units

We continued to strengthen our core business through high contract renewal rates,
the acquisition of new customers, increased share of wallet and disciplined
improvements in execution across our business units. Further detail on strategic
progress within our business unitsis set out on pages 4-5, with performance against
our ‘power metrics’ reported on page 23.

We will focus on delivering strong contract renewals, generating incremental revenue
across our established customer base and building a robust pipeline of ‘Elite’ and
‘Advanced’ customers asreported in our ‘power metrics’ on page 23. We will maintain this
momentum through a continued emphasis on disciplined execution and ongoing
innovation. Our 2026 priorities across the business units are outlined on pages 4-5.

Operational systems

We merged several teamsinto a dedicated Revenue Operations unit to standardise
sales processes, strengthen pipeline management and unify data sources -
delivering clearer, more actionable insights - while launching the next phase

of the Pearson Promise to reinforce our high-performance culture and streamline
the organisation, bringing teams closer to customers and accelerating
decision-making.

At the same time, we significantly expanded our Al capabilities, scaling our Content
Generation Suite, leveraging Al code assist capabilities, expanding chatbot use, and
embedding Alin customer services to boost efficiency andimpact. For example, we
are also deploying Claude and Claude Code across engineering and business
functions to accelerate development and enhance productivity and quality.

We willaccelerate our data-driven, customer-centric sales motion by refining incentives
to reward growth and harnessing Al for deeper customer insights, while building on our
‘One Marketing & Communications’ foundation to elevate our global brand and embed
Al-powered tools that amplify creativity and measurable performance.

In parallel, we willincrease our use of agentic operations by deploying Al agents,
including a transformative knowledge agent that redefines customer support, alongside
specialised agents that verify customeridentity during enrolment, review statements

of work and conduct deep competitive and market analysis - increasing speed,
accuracy andintelligence across every touchpoint. Underpinning these effortsis

our continued commitment to developing future-ready talent, cultivating adaptive
leadership andincreasing organisational agility to ensure flawless execution and
sustained, profitable growth.

Modern software & product development

We accelerated the shift to true customer-centricity and rolled out our product
operating model organisation-wide, delivering significantimprovementsin product
governance and aligning Pearson to a unified architecture. We launched targeted
training pilots to deepen customer empathy and embed real-time feedback into
every product cycle, while strengthening business reviews to drive disciplined
capital allocation and strategic planning - establishing the foundation for consistent,
measurable and market-leading product outcomes.

We will continue toroll out our Product Excellence programme to establish a unified product
operating model. Key priorities include disciplined discovery, standardised artefacts, as well as
tools and training, backed by rigorous governance through roadmap reviews and financial
alignment. We willaccelerate reusable services and empower cross-functional teams to
deliverfaster, higher-quality outcomes with greater accountability.
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2. What

Growth drivers

Execution
synergies

ProgressinFY25

Plans for FY26

Strategic partnerships

We have consolidated our suppliers and deepened our relationships with a smaller
number of key partners to create customerimpact, drive efficiencies and grow our
businesses. We signed and established robust operational governance for 360°
partnerships, encompassing balanced trade, joint go-to-market programmes and
co-innovation with leading hyperscalers (AWS, Microsoft and Google Cloud) and
professional services partners (including Deloitte, IBM, HCLTech and Cognizant).
These strategic alliances are unlocking significant commercial opportunities, and
enablinginnovation and product advancements to deliver market-leading,
customer-aligned solutions.

We will deepen and expand our strategic partnerships to drive product innovation,
co-create solutions for new markets and tap the vast client ecosystems of our global
partners. We will also continue to scale collaborationin high-impact domains - sales
operations, marketing and software technology - with multiple transformative projects
already underway.

Early Careers

We established a dedicated direct sales force to deepen and expand our
relationships with US school administrators and completed the acquisition of
eDynamic Learning, strengthening our leadership in digital Career and Technical
Education (CTE) and career-pathway programmes while accelerating our vision of a
seamless learnerjourney from exploration through certification. We deepened
partnerships with industry associations tackling critical workforce shortages,
including early collaboration with the Ohio Health Care Association. Through
Certiport, we also forged meaningful enterprise partnerships, engaging students
worldwide in Microsoft and Adobe certification competitions.

We will continue shaping a scalable Early Careers ecosystem: supporting learners from
early explorationin middle school to industry-recognised certifications that open
pathways to high-demand careers. We see significant potential to deepen partnerships
withindustry associations, workforce boards and employers in high-demand sectors -
building a sustainable, skills-ready talent pipeline. Internationally, we will extend this proven
model through localised programmes in technology, digital skills, data and Al. At the same
time, we will also leverage existing assets — including our Career and College Readiness
portfolio and Certiport assessment capabilities — to expand into adjacent markets such as
workforce training within higher education.

Enterprise Skilling

We unified our sales, marketing, revenue operations, delivery, product and
technology under one cohesive framework. Our newly established go-to-market
approachledto nineimportant strategic enterprise partnerships, piloted high-
impact bundles in priority segments and forged new go-to-market collaborations
that significantly broaden ourreach and accelerate growth in the corporate market.
Our enterprise business will contribute meaningful shareholder value over the
medium term and we are pleased by the progress so far.

We will scale comprehensive Enterprise Skilling solutions built on our DEEP framework:

o Diagnose skillgaps and align talent to business strategy

o Embedlearning directly into workflows

o Evaluate mastery withrigorous, data-backed assessment

o Prioritise verified skills, fix signalling gaps, deliver Al-driven coaching and unlock
workforce potential at scale - creating clear competitive advantage for our customers

We will also scale bundling globally, embedding it deeply into pricing and incentive
structures to accelerate adoption while expanding bundles to include emerging products
and services.
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Our business model and value drivers continued

3. How

Growth drivers

Performance
culture

Innovation

f

Capital
allocation

ProgressinFY25

How we create long-term stakeholder value

Plans forFY26

People

Our people are the driving force behind our mission, passionately dedicated to empowering
learners worldwide. Their commitment and expertise form the foundation of our success, shaping
ouridentity and achievements as a company.

We willremain committed to the needs, interests and development of our
people by continuing to invest in their growth. We will provide greater clarity
onwhat success looks like and what it takes to progress through the
evolution of our Career Navigation System and Learning Hub, where we will
also empower our people to explore new roles and possibilities.

Data & insight

We established a dedicated data function to enable data as a strategic asset, standardise
capabilities and ensure a governed, accessible foundation for better decisions andinsights. We are
building a scalable data ecosystem with event-driven architecture, positioning us to move from
enablement to enterprise-wide execution and strategic impact.

Ventures & labs

We unified our Ventures, Ecosystem Partnerships, Responsible Al and Labs into a powerful
engine for appliedresearch and emerging-technology acceleration. We officially launched

our first Innovation Lab in London - designed for deep customer and stakeholder collaboration -
and expanded innovation partnerships with Meta for Education, Google’s Android XR, and

Vi Technologies.

Artificial Intelligence

We established our Al Centre for Enablement (C4E) to unify standards, tools and expertise, enabling
theresponsible and scalable deployment of Al solutions. This operating model has accelerated our
shift from experimentation to operational scale, highlighted by launches such as Communication
CoachinMicrosoft Teams and the Exam Prep feature in Study Prep, both based onrigorous learning
science principles.

We will drive greater consistency and parity across business units and
corporate functions, underpinned by a streamlined, well-governed and
accessible data foundation. This foundation will enable better decision-
making, deeperinsights and measurable outcomes.

We will scale our London Innovation Lab into a global hub for prototyping
and customer co-creation, and plan to establish a second lab in North
America. Across this expanded footprint, our work will remain groundedin
learning science and focused on delivering meaningful outcomes for
learners and educators.

We will furtherembed Al across our product ecosystem, guided by
learning science and enabled by the CAE. We will focus on scaling
proven solutions, advancing responsible practices, investing in targeted
ventures and leveraging strategic partnerships to deliverinnovative,
research-driven learning experiences to more learners, educators and
enterprise customers worldwide.

Capital allocation

We aligned ourinvestment priorities with clear opportunities for growth, returns and value creation.
We established a Capital Committee that allocates investment towards faster growth segments
across time horizons to optimise capital deployment and drive shareholderreturns.

We will continue to apply our disciplined capital allocation policy to drive
long-term stakeholder value, including continuing to invest both organically
and inorganically in high-growth segments to contribute to a higher,
sustained growth rate over time. We demonstrated proactive capital
management through the launch of our £350m share buyback programme
inJanuary 2026.
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Engaging
with our
stakeholders

Engaging with those who have a
directinterestin Pearson’s

long-term successis animportant

part of how the Board oversees
strategy, performance and
governance. The Board considers
the perspectives of shareholders,

customers, employees, partners
and suppliers, and the wider
community when making
decisions; with a clear focus
onsustainable value creation
over time.

Financial statements
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Investors/shareholders

Why and how we engage

Our shareholders are central to the long-term success of
Pearson. They provide the capital that enables investmentin
the business and play a critical role in holding the Board and
management to account for strategy, performance,
governance and capital allocation.

We place a high priority on maintaining open, regular and
constructive dialogue with shareholders throughout the year.
Engagementisled by the executive team, with active
involvement from the Chair, Senior Independent Director and
Committee Chairs where appropriate, ensuring that investor
views are understood at Board level.

In2025, we held 218 meetings with 198 institutions, across
bothvirtual andin-person formats, throughresults roadshows,
investor conferences, focused teach-ins and our Annual
General Meeting. Discussions covered financial performance,
strategy execution, portfolio positioning, capital allocation,
remuneration and governance, reflecting the breadth of topics
of interest to shareholders.

Outcome of engagement

Shareholders consistently emphasised theimportance of clear
strategic priorities, disciplined execution and capital allocation,
and transparency around performance and value creation.
Feedbackalso highlighted the need for a strong and consistent
equity story, particularly in the context of market volatility and
recentvaluation performance. Inresponse, we have:

e Sharpened our external communication on strategy and
financial delivery

e Increasedthe depth of engagement on capital allocation
andreturns

e Ensuredclearerlinkage between performance, incentives
and shareholder outcomes

o Strengthened Board-level oversight of investor feedback
and sentiment

The Boardreceives regularupdates on shareholderviews and
engagement themes, which inform decision-making on strategy,
remuneration, succession planning and governance. Further
detail on howinvestor feedbackinfluenced decisions during the
year can be foundin the Directors’ Remuneration Report (pages
117-152)andthe Governance section of this Annual Report.
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As Al reshapes learning and work,
Pearson sits at the nexus of learners,
educators and employers - helping
people prepare for what’s next

and converting ambitioninto
meaningful impact.”

Naseem Tuffaha
Chief Business Officer

Educational institutions
and educators

Why and how we engage

Ourengagement with educatorsis akey part of our ability to
understand and cater to the needs of the teaching profession,
aswell as providing us with insights into the attitudes of
learners. We also draw from the experience of educators to
shape our approach, inform the development of our Al tools
and training, and anticipate trends shaping the world of
learning today andin the future.

In ourVirtual Learning business unit, our annual teacherand
schoolleader conferences bring together teachers, school
staff and Pearson teams to attend sessions facilitated by
experts across the learning and education industry.

InUS Student Assessment, we held over 400 meetings with
school specialists, administrators and educators, and more
than 300 professional development sessions, in 2025 to ensure
our assessments continue to deliver meaningful insights,
supportinstructional goals, meet compliance requirements
andinform decision-making.

We also hold our Annual GED Conference inthe US, a gathering
of hundreds of educators, leaders and changemakers. The
GED exam provides arecognised pathway for those seeking
their high school equivalency diploma.
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Engaging with our stakeholders continued

In our Higher Education business unit, our team of active
faculty advisers supportsinstructorsin setting up and using our
products. This business unit delivered over 100 in-person and
virtual eventsin 2025 to engage more educators on topics
including Al and skill development, which were attended by
thousands of college and university instructors from over

120 countries.

The English Language Learning business unit collaborated with
teachers globally to refine the Smart Lesson Generator, an
Al-powered tool that creates high-quality lessons in minutes.
Developedin partnership with AWS, it reduces planning time
by up to 45 minutes perlesson plan for educators.

]

Leading the way inresearch

Inthe UK, we released our 2025 Pearson School Report,
which brings together more than 14,000 voices from
across the education landscape in the UK. This report
builds a snapshot of life in schools, including how
educators are navigating the application of innovative
technologies such as Al. We also once again brought
together members of the UK education community as
part of The Pearson National Teaching Awards, which
champion the impact of teachers and the difference
they can make on people’slives.

Financial statements
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Outcome of engagement

We have a strong network of relationships with educators, who
view us as a trusted partner. Through our educators, we gather
valuable insights on attitudes, trends and feedback on our
learning tools and content.

Many Pearson authors are educators, as well as experts in their
fields. They provide us with deeperinsights into how students
engage with our tools, and we collaborate with themto
develop new features to use in conjunction with the
courseware they have written.

Inour Virtual Learning business unit, we hold conferences to
ensure that educatorslearn from one anotherin peer-to-peer
engagement, tailoring solutions and exploring learnings that
support the needs of students.

In our Higher Education business unit, our faculty engagement
provides ongoing feedback on new Al product features and
helps usunderstand how to best tailor those features forthe
faculty and students, helping to enhance the teaching and
learning experience.

The Pearson School Reportis another example of how listening
to and engaging with educators builds trust in Pearson

and provides visibility over student and teacher attitudes
towards learning.
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Pearson National Teaching Awards

Sally Johnson, Pearson’s Chief Financial Officer, and
Sherry Coutu CBE, a Non-Executive Directoron
Pearson’s Board, representing the company at the
Pearson National Teaching Awards - celebrating the
outstanding achievements of educators across the UK.

Pearson plc Annual report and accounts 2025 18

Employers

Why and how we engage

As technological innovations such as Al accelerate changein
the workforce, employersincreasingly recognise the need to
reskill their people so they are future-ready. Enterprise Skilling
is amedium-term growth vector for the business.

We work closely with employers to build a more skilled,
certified and adaptable workforce. Through our Enterprise
Learning & Skills, English Language Learning and Assessment &
Qualifications business units, we deliver career-focused
training, professional certifications and talent solutions

that support evolving business needs andlong-term
workforce development.

We also provide employers with data, thought leadership and
unique insights on the evolving labour market and skills
demands - cementing trustin Pearson as a leaderin workforce
upskilling and careerlearning. Forexample, the Pearson Skills
Outlook Report provides employers and HR managers with a
deeperunderstanding of in-demand skills and how they may
changeinthe future.

11

We partner with global enterprises to
accelerate talent development, support
seamless career transitions and equip
workforces to thrive in the era of Al.”

Vishaal Gupta
President - Enterprise Learning & Skills
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Participationinindustry events and executive forums provides
the opportunity forus to share insights and reinforce our
reputation as aleaderinworkforce learning. In 2025, we
connected with enterprise leaders at eventsincluding the
Walmart Opportunity Summit, the AWS re:Invent Summit and
Microsoft Ignite.

We are also working directly with industry-leading enterprises
through our strategic partnership agreements, including with
Microsoft, Google Cloud and AWS.

In 2025, we launched our exclusive multi-year collaboration to
be the sole provider of Salesforce certifications worldwide,
equipping employees and employers with Salesforce skills to
drive greater value for their businesses and customers.

Outcome of engagement

Engagement with our enterprise customers s helping us refine
our offering and evolve our go-to-market approach. For
example, our partnership with Microsoft combines our
expertisein learning with Microsoft’s cloud and Al technologies
to co-create products such as Communication Coach to help
workers succeed and employers upskill their workforces,
leading to enhanced productivity and performance.

By better understanding the needs of customers and
employees, we gain deeperinsightinto the evolving mindsets
of millions of workers. With shared expertise, data and insights,
we are able to collaborate onjoint go-to-market offerings that
deliverlearning and skilling solutions to employers while
supporting our ownlong-term growth.

Business partners

Financial statements

Why and how we engage

We work with arange of business partners including strategic
partners, innovation partners, vendors and suppliers.

We have made substantial progress over the yearin
establishing new global strategic partnerships with industry
leaders to bring transformative benefits to the business and to
our customer offering.

We have also consolidated some of our vendor relationships to
select service partners, ensuring better outcomes through
deeper 360° partner relationships and opening opportunities
forjoint go-to-market activities.

Otherinformation

As part of ouraim to remain at the forefront of technological
change, we have forgedinnovation partnerships with Meta for
Education, Android XR and Vi Technologies. Together, we are
exploring the potential to incorporate immersive technologies
suchas XRand VR into ourlearning products.

We regularly engage with a targeted pool of suppliers to
ensure we work efficiently ina mutually beneficial way.

Outcome of engagement

By building out strategic partnerships and continuing to
engage with suppliers, we will help to grow Pearson’s
reputation as aresponsible, collaborative and forward-looking
business. Overtime, we believe that this approach will bring
efficiencies and transformative technologies, and more
possibilities to collaborate and develop innovative products
forour customers.

Learners

Why and how we engage

Ourinteractionwithlearnersis key to betterunderstanding
how they perceive our products and the company, and alsoin
helping us bring to life our ambition to create vibrant and
enriching learning experiences designed for real-life impact.

We gainunderstanding of learners’ needsin a number of ways,
including studying trends in usage and behaviour, analysing
sentiment and the competitive landscape, and conducting
focus groups andin-depth surveys.

11

Alineducationisn’tatrend -it’sa
transformation that unlocks
opportunities, sparking deeper curiosity
and critical thinking.”

Tom Ap Simon
President - Higher Education and Virtual Learning
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Our Connections Academy Virtual Schools conducted two
majorresearchinitiativesin 2025. One surveyed 1,200 US
parents of high school students (grades 9-12) and 12,000
Connections Academy Virtual Schools students to explore
college and career preparation needs. The otherengaged
1,000 hiring managers to identify industry partnerships and
workforce readiness programming.

Our English Language Learning business unit collaborates with
learners toinform product research and development. In 2025,
thisinput played a key role in the go-to-market plans for the
PTE Express Test.

In 2025, Pearson Professional Assessments launched its Value
of IT Certification Candidate Report, the ninthinan ongoing
series, analysing the experiences of nearly 24,000
professionals worldwide who have earned IT certifications with
Pearson Professional Assessments. This global study offers
insights into why individuals pursue certifications, how they
benefit personally and professionally, and the effect on their
organisation’s performance.

Clinical Assessment held its 2025 Virtual ADHD Summit and
Virtual Autism Summit, bringing together clinicians, educators
and allied professionals to advance care and understanding of
neurodiversity inlearning. Consumer and educator
engagementin the clinical space has been key to the
development of Revibe, our Al-powered and research-backed
wearable powered by Samsung Electronics, designed to build
focus and boostlearning.

We also aim to cultivate an ‘outside-in’ approach, making use
of employee learning sessions and newsletters, to better
understand learners and the trends shaping how they learn.
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Engaging with our stakeholders continued

1

Our reinvented brand brings our
purpose to life and reflects our beliefin
learning’s power to strengthen health,
happiness and connection. We have a
clearer, more focused identity, which
elevates what sets us apart and helps us
to build stakeholder trust.”

Governance report

Ginny Cartwright Ziegler
Chief Marketing Officer

Outcome of engagement

Learnerfeedbackis critical in the development and extension
of our generative Al tools. Itsrole is not only animportant
consideration throughout all stages of product development,
butalsoin how we measure, evaluate and gaininsights into the
usage of our products.

Forexample, we have found that students using the Al toolsin
our Higher Education courseware were four times as likely to
remain or become more active, efficient studiers compared to
those who did not use the Al study tools. We have also seen
evidence of positive student outcomes through the Pearson Al
study toolembedded in Biology and World History learning
materials for our Connections Academy Virtual Schools.
Biology students using the tools saw an 11%increasein
end-of-semester passrates and a 5% boostin final course
scores, while World History students saw a 7 %rise in passrates
andab5%increaseinfinal scores.

Ouruniqueinsightsinto the needs of learners allow us to be
thoughtfuland effective in ensuring we create our products
with them in mind.

Financial statements
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Governments and regulators

Why and how we engage

Government policymakers globally want to ensure that
children and adults have the right opportunities in their
educationand work life to achieve theirlife goals, as well as
contributing to economic productivity.

Economies face labour shortagesin crucial sectors, while
students and workers are seeking to reskill or upskill. Across
the globe, countries are exploring how to best facilitate
businesses, private citizens and public services to thrivein a
changing world, and how to leverage innovation to give people
high-quality education and training that meets the needs of
rapidly evolving workplaces.

Furthermore, therise of Aluse - particularly in the labour market
-is challenging governments to devise policies that take
advantage of the opportunities this technology brings while
mitigating risks to the labour force, innovation and social equity.

We are animportant partner to governments, schools,
colleges, universities and the business sector, helping
people and organisations to achieve economic and
educational goals. Our assessments are a reliable currency
of competence and achievement, and we often operatein
highly regulated environments.

We support governments on topics such as the impact of
technologicalinnovation on the workforce, skills-based hiring,
certifications, and training and apprenticeships through
meetings, symposia and presentations with elected and
appointed government officials.

We are engaging onissues around Al in education and the
workforce. Forexample, we have participated in consultations
launched by the UK Government on: narrowing the digital
divide in UK schools and colleges and its digital inclusion
action plan; developing frameworks and tools to support
responsible dataand Aluse across the public sector; and
strengthening Al copyright legislation to protect creative
industries while boosting the potential of Al. Additionally,

in the United States, Pearsonis partnering with schools and
universities to deliver Al-powered study tools and
personalised learning for students.

Pearson plc Annual report and accounts 2025 20

We have also joined forces with the federal government
through the Pledge To America’s Youth: Investingin Al
Education, working to upskill high school teachers nationwide
by providing Al training and certification, all with the aim of
better equipping educators to improve student outcomes.

Outcome of engagement

We work with governments in key markets as they develop
policies and programmes to meet theireconomic needs
related to skills, training, education and assessment, and our
engagement helpsinform policy decisions and share best
practice and innovative approaches.

The launch of our Country Ambassador programme in 2025,
with dedicated CEOs for our core markets, has enabled us to
elevate engagement globally, with our senior executives
collaborating with senior politicians and policymakers. For
example, our US CEO Art Valentine represented Pearson at the
White House Task Force on Artificial Intelligence event, sharing
our pledge to provide 250,000 teachers across the US with
training on Al. Our UK CEO Sharon Hague joined the UK-China
Joint Economic and Trade Commission as part of a UK trade
mission led by PeterKyle, the UK Secretary of State for
Business and Trade.

Communities and civil society

Why and how we engage

We play akey roleinincreasing access to education around
the world through high-quality products and services tailored
to the needs of learners. Our partnerships and collaborations
advanceresearch on key issues and deliver positive social and
environmentalimpact throughjointinitiatives.

We are supporting more learners through accessible,
technology-enabled solutions. In 2025, we continued
developing and delivering our suite of Al-driven products,
supported by Al Literacy Modules designed to help educators
and learners understand how to use Al effectively, building
valuable skills for the workforce. We are working with partners
suchas Code.orgto support Al literacy and have launched a
strategic partnership with the Digital Education Council to
support digital transformationin higher education across
globalmarkets.
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To address the impacts of our products and our broader digital
transformation, we have joined DIMPACT, a coalition that brings
together companies through topic-specific working groups to
understand the environmentalimpact of digital products and
develop science-based solutions. We are also a member of
the Coalition for Sustainable Al, which aims to develop
standardised metrics for Alimpact reporting.

We have been amember of the B Team (an organisation that
works with multinational companies committed to good
tax practices) since 2018, and are part of their Responsible
Tax Working Group, which includes engagement with civil
society organisations.

To support our objective of targeting hard-to-reach learners
and communities, we issued a 10-year Social (Education)
Bondin 2024 to support eligible projects. The full £350m of
proceeds have now been fully allocated to eligible projects
in Connections Academy, Clinical Assessments and the

GED programme.

We participate in multi-stakeholder initiatives such as: the UN
Global Compact to ensure we maintain best practice in the
stewardship of our sustainability focus areas; the Responsible
Media Forum to identify industry-specificissues and share
best practice; and WorldSkills UK, which sets global
benchmarks, raises industry standards and empowers young
people to build world-class careers.

Outcome of engagement

Governments fromall regions are prioritising Al, digital
transformation and energy transition when developing policies
and allocatinginvestment to education and skills. Our
partnerships and collaborations help to inform policy and
strategic decision-making, and our engagement means we
canshare best practiceinfocus areas related to education,
training andrecruitment.
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Employees

Why and how we engage

In 2025, we advanced the next chapter of our Pearson Promise:
to create exceptional employee experiences, meaningful
career opportunities and a high-performing culture that
empowers our people to deliver for our customers.

As part of our efforts to fully engage employeesin Pearson’s
mission, we delivered more content and higherengagement
with our globalinternal platform foremployees (‘The Hub’).
This platform ensures we're sharing information and support
inatimely way across our global workforce. In total, page
views rose by 7% year over year, while views peremployee
increased by 35%.

In2025, we fullyimplemented our new Career Architecture to
provide clarity of career and growth pathways for our people.
We simplified our structure from 1,600 to 140roles, introduced
two career tracks (‘Management’ and ‘Expert’), and
standardised our approach torole scope and seniority through
anew tierstructure.

Building on the simplification of our career architecture, we
launched our Career Navigation System (CNS) - a digital-first,
personalised system designed to build skills and empower
careerownership. So far, we’ve delivered new CNS capabilities
across threereleases, with key featuresincluding: an
interactive ‘Role Library’ enabling individual interaction

with our Career Architecture and clarity of role scope,

skills and KPIs; launch of CARA, ourinteractive career
architecture and navigation agent; a careerinspiration
library; and the ‘Learning Hub’, our new learning experience
platform powered by Degreed, providing personalised
learning content and pathways.

We continue to focus on Al as a critical skill for our people to
power Pearson’s strategy and to help their personal and
professional development. In addition to a wealth of learning
materials on Al-related topicsin the Learning Hub, we
delivered 140 live training sessions on Microsoft Copilotin
2025, with 4,722 employees attending a session live. These
effortsresultedina25%increasein Copilotinteractions
compared to the number of interactions prior to the training.
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Our Al Ambassador Community continues to grow and now has
over 1,000 members, an NPS of 69 and aregular programme of
learning events. Itis one of several professional communities at
Pearson, which also includes our Al Developer Community for
those who are building Al products and services.

In addition to helping our employees build their skills, we have
also established clarity on expectations and how to be
successfulinrole. Ourapproach to setting performance
objectives and key results (OKRs) is informed by our strategic
priorities and leadership objectives. To strengthen our
performance management approach this year we introduced
‘BarUp’, anew Al companion that supportsindividualsin
setting their OKRs and assessing their performance.

To encourage the continued development of our leaders, this
year we embedded our Leadership Model and activated tools
andinsights to provide clarity onleadership talents. We've
scaled ourleadership talent assessments, CliftonStrengths
evaluation, and introduced 360° feedback to inform
development priorities and strengthenimpact.

Outcome of engagement

87% of employees shared their feedbackin our 2025 global
engagement survey, with our overall Grand Mean score
improving by +0.07 to 4.23 out of 5. Across the survey, we saw
meaningful progressin areas that reflect how we deliver on our
Pearson Promise to our people. This included more support for
development and growth, encouraging more frequent
conversations about progress and goals, stronger
collaboration across teams, and greater adoption of
technology to help people work productively.

11

We’re transforming talent and careers at
Pearson, focusing on the skills and
learning our people needinaneraof Al.”

AliBebo
Chief Human Resources Officer
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Engaging with our stakeholders continued

Governance report

Directors’ duties statement

Inaccordance with Section 172 of the Companies Act 2006
(see boxto theright), the Directors fulfil their duties to promote
the success of the company through a well-established
governance framework. Typically, inlarge and complex
businesses such as Pearson, this frameworkincludes
delegation of day-to-day decision-making to employees of
the Group.

This governance framework, summarised throughout this
document, is far more than a simple delegation of financial
authority, andincludes the values and behaviours expected of
ouremployees and business partners, including: the standards
to which they must adhere; how we engage with stakeholders,
including understanding and taking into account their views
and concerns; and how the Board ensures that we have a
robust system of controland assurance processesinplace.

Inthis annual report, we provide examples of how the Directors
promote the success of Pearson while takinginto account the
consequences of decisionsin the long term, building
relationships with stakeholders (including our eight key
stakeholder groups, as mentioned previously), and ensuring
that businessis conducted ethically and responsibly.

While there are many parts of this annual report thatillustrate
how the Directors do this, with the support of the wider
business, the following sectionsin particular are relevant:

e Engaging with our stakeholders (pages 17-22),
which outlines:

¢ Howwe serve and engage with each of our eight key
stakeholder groups, listen to their key concerns and
provide ourresponses

¢ Howwe have adapted our business to meet theirneeds

¢ Howwe have hadregardtothe needto fosterthe
company’s business relationships with each of the
stakeholder groups
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o Understanding our stakeholders (pages 86-88),
which summarises:

¢ How Directors have engaged with employees and
shareholders, and had regard to theirinterests

o Sustainability (pages 32-54), which describes:

e Initiatives through which we strive to enable more
engaginglearning experiences, that are accessible to
more people, and with a smaller carbon footprint

o Ourcommitment to creating a culture that prioritises
our customers, employees and sustainable
procurement practices

« How we alignwith widely accepted sustainability
reporting frameworks including GRI, SASB and TCFD

Forfurtherdetails on TCFD reporting, please see pages 45-49.

A continued understanding of the key issues affecting
stakeholdersis anintegral part of the Board's decision-making
process. The insights that the Board gains throughiits
engagement mechanisms form animportant part of the
context forall the Board’s discussions and decision-making
processes. Foraninsightinto how the Board has considered
the interests of various stakeholders inits decision-making,
and the matters the Directors considered when balancing
various stakeholder perspectives, please see our case study
onpage 89.
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Section172 of the
Companies Act

In summary, as required by Section 172 of the
Companies Act 2006, a director of acompany must act
inthe way they consider, in good faith, would most likely
promote the success of the company for the benefit of
its shareholders as awhole. In doing this, the director
must have regard, among other matters, to:

a. Thelikely consequences of any decisionsin the
long term
b. Theinterests of the company’s employees

c. Theneedto fosterthe company’s business
relationships with suppliers, customers and others

d. Theimpact of the company’s operations on the
community and environment

e. The company’s reputation for high standards of
business conduct

f. Theneedto act fairly as between members of
the company
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Key performance indicators for 2025

Monitoring our progress

We have replaced our previous set of strategic KPIs
with power metrics to make it easier to track progress
against our strategic priorities.
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Under Assessment & Verification, we track metrics onrenewal and the level of new business -
growth. For Enterprise, we track the number of enterprise customers in our most commercially
and strategically material tiers.

Assessment & Verification

Objective: To track the stability and growth of our core assessments & verification business

Enterprise Skilling

Objective: To monitor how we are tracking against our enterprise growth ambition

Scope: Pearson Professional Assessments and US Student Assessment Scope: Enterprise customersinclude all enterprises and non-education government
bodies within Assessment & Qualifications, English Language Learning and Enterprise

Learning & Skills

Renewals Growth Total ‘Advanced’ and ‘Elite’ tier
9 6 o/ customers

(2024:99%) (2024: £36m) I 9

(2023: 87%) (2023: £7m) (2024: 45 Enterprises)

Definition: Total value of contracts renewed/ (total value of
contracts renewed + lost). Contracts renewed include wins and
scopeincreases from existing customers.

Definition: Average annual bookings for contracts with
new customers.

(2023: 47 Enterprises)

Definition of ‘Advanced’ and 'Elite’ tier customers: Enterprise
customers with total recognised sales across Pearson enterprise
productsin the reported year of £2.5m-£10m (Advanced) or
above £10m (Elite).
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A strong financial position

Sales®

Thisis our sales as reported
inourincome statement.

£3,577m

25 £3,577m

24 £3,552m
23 £3,674m
22 £3,841m
21 £3,428m

Free cash flow and
conversion?

Free cash flowis an adjusted
measure and is presented
inorderto alignthe cash
flows with corresponding
adjusted earnings measures.

£527m

25 527m (125%)

24 £490m (117%)
23 £387m (93%)

22 £222m (58%)
21 £133m (51%)

Adjusted operating
profit®

Anon-GAAP financial
measure that enables
management to
consistently track the
underlying operational
performance of the Group.

£614m

£600m
£573m
£456m

£385m

Net cash generated
from operations®

Thisis ournet cash
generated from operations
asreportedinourcash
flow statement.

£731m

£87Im
£682m
£527m

£570m

Financial statements

Operating profit®
Thisis our operating

profitas reportedin our
income statement.

£50/m

£541m
£498m
£271m
£183m

Dividend per share
Thisis the proposed
full-year dividend. Our
dividend policyisto be

progressive and sustainable.

25.2p

[ 25.2p
24.0p
22.7p
21.5p
20.5p
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Net debt

Thisis anon-GAAP financial
measure and is used by
management to assess
the Group’s debt position.

£1,069m

£853m
£744m
£557m

£350m

Total shareholder
returnse

Thisis ameasure of financial
performance of shares
overtime.

(16)%

lyear . (16)%
3year +20%

5year +74%
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Adjusted earnings
per share?

Anon-GAAP financial
measure used to
evaluate performance.

64.5p

62.1p
58.2p
51.8p

34.9p

Return on capital®

Anon-GAAP measure of
how efficiently we are
generating returns from our
asset base.

11.3%

25 11.3%

24 10.5%
23 10.3%
22 8.7%

21 7.9%

Basic earnings

per share®

Ameasure of the amount
of profitthat canbe
allocated to one share
of ourcommon stock.

51.4p

[ 51.4p
64.5p
53.1p
32.8p
23.5p¢

a. Seepages235-240
foran explanation
andreconciliation
of these alternative
performance measures
and non-GAAP measures

b. Statutory measure

c. Source: Eikon
from Refinitiv

d. Comparatives were
restatedin 2022
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Financial Summary

Financial

£m 2025 2024 £m 2025 2024
u Business performance Statutory results

reVI ew Sales 3,577 3,652 Sales 3,577 3,652

Adjusted operating profit 614 600 Operating profit 507 541

Operating cash flow 571 662 Profit for the year 336 435

Free cash flow 527 490 Net cash generated from operations 731 811

Adjusted earnings per share 64.5p 62.1p Basic earnings per share 51.4p 64.5p

Throughout this section: a) Growth rates are on an underlying basis unless otherwise stated. Underlying growth rates exclude currency movements and portfolio changes; 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 pages 235-240; c) Constant exchange rates are
calculated by assuming the average FXin the prior year prevailed through the current year.

1

2025 was another year of good financial
performance, with 4% underlying sales
growth, margin expansion and excellent
cash generation. Our consistent financial
progress over recent years reinforces our
confidence in the Group’s strategy, the
resilience of our portfolio and our ability
to deliver sustainable growth and
attractivereturnsin 2026 and over the
medium term.

Sally Johnson
Chief Financial Officer
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Group Financial Expectations

2026 expectations :
Medium term
Underlying Adjusted operatin FICG gmda.nce
sales ) rofFi)t 9 cash flow Interest** Tax** reconfirmed
growth P conversion
Mid-single digit underlying
sales Compound Annual Growth
Mid- £640m-£685m Rate (CAGR)
single atFXratesas at Average margin growth of 40 basis
digit the end of 2025 90-100% c.£80m c.25% points (bps) per annum*
(£:$1.35)

90-100% free cash flow
conversion, on average, across
the period

* Adjusted operating profit margins.
** Asreflectedinadjusted earnings.

Operatingresults

On aheadline basis, salesincreased by £25mor 1% from £3,552min 2024 to £3,577m in 2025 and reported operating profit
decreased by £34m from £541min 2024 to £507min 2025. In addition, adjusted operating profitincreased by £14m or 2%
from £600min 2024 to £614min 2025 (for areconciliation of this measure see page 27 and note 2 to the consolidated
financial statements).

The reported operating profit of £507min 2025 compares to an operating profit of £5641min 2024 due primarily to unfavourable FX
movements, inflation and an £87m non-cash, one-off impairment of legacy product development assets arising from strategic
platform convergence, partially offset by operating leverage on sales growth, continued cost savings and the reversal of prior
property provisions.

The headline basis simply compares the reported results for 2025 with those for 2024. We also present sales and profitsonan
underlying basis which excludes the effects of exchange, the effect of portfolio changes arising from acquisitions and disposals
and theimpact of adopting new accounting standards that are not retrospectively applied whenrelevant. Our portfolio changeis
calculated by excluding sales and profits made by businesses disposed in either 2025 or 2024 and by ensuring the contribution
from acquisitions is comparable year onyear. For prior year acquisitions, the corresponding pre-acquisition period is excluded
fromthe current year, and for current year acquisitions, the results for the current year are excluded. Portfolio changes mainly relate
to the acquisition of eDynamic Learning and disposal of Copp Clarkin 2025.

Onanunderlying basis, salesincreased by 4% in 2025 compared to 2024 and adjusted operating profitincreased by 6%. Currency
movements decreased sales by £112m and adjusted operating profit by £26m. Portfolio changesincreased sales by £7m and
adjusted operating profit by £2m. There were no new accounting standards adoptedin 2025 that impacted sales or statutory or
adjusted operating profits.
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2026 outlook

We expect Group underlying sales growth of mid-single
digit and adjusted operating profit willbe £640m-£685m
atFXrates as at the end of 2025 (£:$ 1.35), which includes
lower amortisationin 2026 following the 2025 product
developmentimpairment. We expect a free cash flow
conversion of 90-100%.

By business unit:

¢ InAssessment & Qualifications we expect sales growth
of low to mid-single digit, driven by new contracts,
products and pricing.

e InVirtual Learning we expect stronger growth than
2025, particularly inH1, driven by a full year of
enrolment growth.

¢ InHigherEducationwe expect to grow more than
2025, supported by continued product and platform
innovation, pricing and Inclusive Accessin our core
US courseware business, withimprovement in the
K12 channel.

« InEnglish Language Learning we expect higher growth
than 2025 driven by market share gains and pricing,
with PTE returning to growth.

e InEnterprise Learning & Skills we expect growth to be
driven by a solid performance in Vocational
Qualifications and strategic account growthin
Enterprise Solutions.

Our adjusted net finance costs will be c.£80mreflecting
the associated costs of funding the recently announced
£350m share buyback. We expect the effective taxrate on
adjusted profit before tax to be c.25%.
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All figuresin £ millions 2025 2024
Operating profit 507 541
Add back: Cost of majorreorganisation - (2)
Addback: Product developmentimpairment 87 -
Addback: Property charges (25) -
Addback: Intangible charges 42 41
Addback: UK pensiondiscretionary increases - 13
Addback: Othernet gains andlosses 3 7
Adjusted operating profit 614 600

Adjusted operating profitincludes the results from discontinued operations when relevant but
excludes charges foracquired intangible amortisation and impairment, acquisition related costs,
gains and losses arising from disposals, the cost of major reorganisation and associated
property charges, one-off costs related to the UK pension scheme and certain other one-off
material items. A summary of these adjustmentsisincluded below and in more detailinnote 2 to
the consolidated financial statements.

In 2025, there are no costs of majorreorganisation. In 2024, there was arelease of £2mrelating to
amounts previously accrued.

Product developmentimpairment chargesin 2025 relate to the impairment of product
development assets as aresult of courseware platform convergence. There are no such
amountsin 2024.

Property chargesin 2025 are a gain of £25m, relating to reversals of impairments of property
assets that were previously impaired through property charges. Impairment reversals have arisen
from new sublets on previously vacant space in corporate properties. There were no such
amountsin2024.

Intangible amortisation chargesin 2025 were £42m compared to a charge of £41min 2024.
Thisis due to increased amortisation from recent acquisitions partially offset by decreased
amortisation from assets reaching the end of theiruseful economic lives.

UK pension discretionary increasesin 2024 relate to one-off pensionincreases awarded
to certain cohorts of pensioners inresponse to the cost of living crisis. There were no such
amountsin2025.

Othernet gains andlossesin 2025 relate to the gain on disposal of Copp Clark, a businessin our
Higher Education division, a fair value gainrelating to a previous disposal and costs relating to
current and prior year acquisitions and disposals. Other net gains and losses in 2024 related to
costsrelated to prioryear acquisitions and disposals, partially offset by a gain on the partial
disposal of ourinvestmentin an associate.
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Business Unit Results

Headline Underlying
£m 2025 2024 growth growth
Sales
Assessment & Qualifications 1,604 1,591 1% 4%
Virtual Learning 511 489 4% 8%
Higher Education 775 781 (L)% 2%
EnglishLanguage Learning 405 420 (4)% 1%
Enterprise Learning & Skills 282 271 4% 6%
Total 3,577 3,552 1% 4%
Adjusted operating profit/loss
Assessment & Qualifications 361 368 (2)% 1%
Virtual Learning 81 66 23% 29%
Higher Education 93 96 (3)% 0%
English Language Learning 50 50 0% 16%
Enterprise Learning & Skills 29 20 45% 40%
Total 614 600 2% 6%

1. Comparative amounts have beenrestated toreflect the move between segments of IT Pro from Higher
Education to Enterprise Learning & Skills.

Assessment & Qualifications

In Assessment & Qualifications, salesincreased 1% on a headline basis and 4% on an underlying
basis. Adjusted operating profitincreased 1% in underlying terms due to operating leverage on
sales growth partially offset by investment and inflation, and decreased 2% in headline terms due
to currency movements offsetting trading.

Pearson Professional Assessments sales increased 1% on an underlying basis driven by new
contract launches partially offset by the pause in a contract delivered in 2024, whichresumed
in Q3, and headwinds in PDRI, which has beenimpacted by US federal government hiring and
spendreductions.

InUS Student Assessment, salesincreased 2% on an underlying basis supported by scope
increases with existing customers.

In Clinical Assessment, salesincreased 8% on an underlying basis due to the continued traction
of our products in the market, pricing and digital product growth.

In UK & International Qualifications, sales increased 9% on an underlying basis driven by volume,
pricing and strong International growth.
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Virtual Learning

Virtual Learning, sales grew 4% on a headline basis, with a
strong performance in the second half of the year driven by
enrolment performance, favourable mix and funding, partially
offset by currency movements, and 8% on an underlying
basis. Adjusted operating profitincreased 29% in underlying
terms, due to operating leverage on sales growth, and

23% in headline terms due to this partially offset by

currency movements.

Enrolments forthe 2025/26 academic yearincreased by 13%
in the Fall semester, benefiting from targeted marketing
investments to capture demand. We also successfully opened
two new schools for the 2025/26 academic year bringing our
total number of schools to 41 across 31 states and renewed all
six of our long term school contracts.

Higher Education

InHigher Education, sales decreased 1% on a headline basis
due to currency movements more than offsetting trading and
portfolio changes, andincreased 2% on an underlying basis.
Adjusted operating profit was flatin underlying terms driven by
operating leverage on sales growth offset by investmentin the
business andinflation, and decreased 3% in headline terms
due to currency movements more than offsetting trading and
portfolio changes.

In US Higher Education, underlying sales grew 3%, driven by
enrolment growth and pricingin our core Courseware
business, partly offset by expected declinesinthe K12 channel
due to the transitionary period, with adoption share
maintained. We delivered strong growthin Inclusive Access, up
19%, and achieved 2% growthin US digital subscriptions. In
addition, we continued to see strong monetisation of our
Study Prep tool and sustained engagement with our Al-
powered study tools. International Higher Education faced
ongoing challenging trading conditions in mature markets,
declining 7% for the full year.
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English Language Learning

In English Language Learning, sales decreased 4% ona
headline basis due to currency movements more than
offsetting trading, and grew 1% on an underlying basis driven
by Institutional. Adjusted operating profitincreased by 16%in
underlying terms due to cost savings partially offset by
inflation and was flatin headline terms due to currency
movements offsetting trading.

PTE continued to performwell against a challenging market
backdrop of tightening migration policies. While volumes
declined 5%, sales remained flat and we continued to gain
market share. Our Institutional business delivered a solid
performance, with strengthin key Latin American markets
andAsia.

Enterprise Learning & Skills

In Enterprise Learning & Skills, sales were up 4% on a headline
basis due to currency movements more than offsetting
trading, and 6% on an underlying basis. Adjusted operating
profitincreased by 40% in underlying terms due to operating
leverage onsales and increased 45% in headline terms due to
trading performance and favourable currency movements.

Vocational Qualifications delivered a solid performance while
Enterprise Solutions growth improved quarter on quarter as we
build momentumin our enterprise approach andrelated sales
capability, driven by the recently announced partnerships.

Net Finance Costs

Net finance costsincreased on a headline basis from anet
costof £31min 2024 to anet cost of £50min 2025.The
increaseis primarily due toincreased net borrowing costs
givenincreased average net debt following last year's share
buy back and movements on derivatives.

Adjusted net finance costsreflectedin adjusted earningsin
2025 was £57m, compared to anet cost of £45min 2024. The
differenceis primarily due to increased net borrowing costs
givenincreased average net debt following last year’s share
buy back and movements on derivatives.
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Net finance income inrespect of retirement benefits has been
excluded from our adjusted earnings as we believe theincome
statement presentation does not reflect the economic
substance of the underlying assets and liabilities. Also included
in the net finance costs (but not in our adjusted measure) are
interest costs relating to acquisition or disposal transactions
asitis considered part of the acquisition cost ordisposal
proceeds rather than being reflective of the underlying
financing costs of the Group. Foreign exchange, fair value
movements on investments classified as fair value through
profitandloss (FVTPL), and other gains and losses on
derivatives are excluded from adjusted earnings as they
represent short-term fluctuationsin market value and are
subject to significant volatility. Other gains and losses may not
berealisedin due course asitis normally the intention to hold
therelatedinstruments to maturity. Interest on certain tax
provisionsis excluded from our adjusted measure in order to
mirror the treatment of the underlying taxitem.

In2025, the total of these items excluded from adjusted
earnings was income of £7m compared to income of £14m
in2024.

All figures in £ millions 2025 2024
Adjusted net finance costs (57) (45)
Financeincomeinrespect of

retirement benefits 25 21
Fair value movements on

investments held at FVTPL (7) (11)
Othernet finance costs (11) 4
Net finance costs (50) (31)
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Taxation

The reported tax on statutory earnings in 2025 was a charge of
£121mcomparedtoacharge of £75min 2024. This equates to
an effective taxrate of 26.5% (2024: 14.7%), with the increase
from prioryear principally due to the release of the State Aid
uncertain tax provisionin the prior year.

The total adjusted tax charge in 2025 was £136m (2024:
£136m), corresponding to an effective tax rate on adjusted
profit before tax of 24.5% (2024. 24.4%,).

In2025, there was anet tax payment of £2m (2024: £119mnet
tax payment). Thisincludes a £97mreceipt fromHMRCin
respect of the State Aid matter, with an additional £17m of
associatedinterest alsoreceivedin the period. The interest
elementis classified withininterest receivedin the cash flow
statement. This repaymentis aresult of the Court of Justice of
the European Union handing downits decisionon 19
September 2024 determining that the United Kingdom
controlled foreign company group financing partial exemption
did not constitute State Aid, thereby resulting in arefund of the
£97m of tax paid (plus £17m of interest) under the Charging
Noticesissued by HMRCin 2021. The balance excluding the
State Aidrepayment, principally relates to tax payments in the
US and the UK, and decreased due to lower tax liabilities and
instalment payments for 2025.

Anet deferredtaxliability of £31misrecognisedin 2025
compared to anet deferred tax liability of £11min 2024. The
overallamountincreased mainly due to the ongoing utilisation
of taxlosses and other tax attributes. The current tax creditor
principally consists of provisions for tax uncertainties.
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Earnings per share

Basic earnings pershareis 51.4pin 2025 compared to 64.5pin
2024.The decrease in 2025 is mainly due to decreased
operating profits, increased tax charges and increased
interest charges, partially offset by a decrease in the number
of shares following the share buy back.

Adjusted earnings includes adjusted operating profit and
adjusted finance and tax charges. The reconcilingitems
between the statutory inputs to earnings per share and the
adjusted inputs are discussed in the previous sections.

Adjusted earnings per share increased 4% to 64.5p (2024
62.1p)reflecting adjusted operating profit growth and the
reductioninissued shares due to the 2025 share buyback,
partially offset by increasedinterest costs. Adjusted earnings
pershareincreased 9% at constant exchange rates.

Other comprehensive income

Includedin other comprehensive income are the net exchange
differences on translation of foreign operations. The loss on
translation of £193min 2025 compares to alossin 2024 of
£35m. The loss in 2025 arises from an overall weakening of the
majority of currencies to which the Group is exposed, in
particularthe US dollar. A significant proportion of the Group’s
operations are basedinthe US and the US dollar closing rate at
31 December2025was £1:$1.35 compared to the opening
rate of £1:$1.25. At the end of 2024, the US dollar rate was
£1:$1.25 comparedto the opening rate of £1:$1.27.

Alsoincludedin other comprehensive income in 2025 is an
actuarial gain of £10minrelation to the retirement benefit
obligations of the Group. The gain arises mainly froma
decreaseinliabilities driven by lower long-terminflation
assumptions and updates to commutation factors. The
actuarial gainin 2025 of £10m compares to an actuarial gainin
2024 of £5m.

Fairvalue losses of £7m (2024: losses of £2m) have been
recognised in other comprehensive income andrelate
to movements in the value of investments in unlisted
securities held at fair value through other comprehensive
income (FVOCI).
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Cash flow and working capital

Net cash generated from operations, was £731min 2025
comparedto£811min2024. The decrease s largely explained
by unfavourable movements in working capital and
unfavourable currency movements.

Our operating cash flow measure is an adjusted measure
used to align cash flows with our adjusted profit measures.
Comparedto net cash generated from operations, this
measure excludes reorganisation costs and acquisition
costs butincludes regular dividends from associates.
Italsoincludes capital expenditure on property, plant,
equipment and software, and additions to right-of-use
assets as well as disposal proceeds from the sale of property,
plant, equipment and right-of-use assets (including the
impacts of transfers to/frominvestmentin finance lease
receivable). In 2025, reorganisation cash outflow was £nil
comparedto £8min 2024.

Operating cash flow decreased on a headline basis by
£91mfromaninflow of £662min 2024 to aninflow of £571m
in 2025 due to anincrease in working capital given high Q4
sales growth.

Free cash flowincreased on a headline basis by £37m from
£490min2024to £527min 2025. When compared to
operating cash flow, free cash flow includes tax paid, net
finance costs paid, special pension contributions and net
costs paid formajorreorganisation. The increase year onyear
is mainly due to thereceipt of moniesinrespect of the State
Aid tax matter offset by the reductionin operating cash flow.

In 2025, there was an overall £210m decrease in cash and cash
equivalents comparedto anincrease of £234min 2024. The
decrease in 2025is primarily due to the cashinflow from
operations of £731m being more than offset by dividends paid
of £160m, share buyback programme payments of £352m,
own share purchases of £72m, capital expenditure on
property, plantand equipment and intangibles of £134m,
payments for the acquisition of subsidiaries of £167m, and
payments of lease liabilities of £77m.
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All figures in £ millions 2025 2024
Net cash generated from operations 731 811
Dividends from joint ventures

and associates 1 2
Purchase / disposal of PPE

and software (131) (118)
Net addition of right-of-use assets (45) (46)
Net costs paid for

major reorganisation -

Othernet gains andlosses 13

Special pension contributions 2 -
Operating cash flow 571 662
Tax paid (2) (119)
Net finance costs paid (40) (45)
Special pension contributions (2) -
Net cost paid for

major reorganisation - (8)
Free cash flow 527 490
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Liquidity and capital resources

The Group’s net debt increased from £853m at the end of
2024 to0 £1,069m at the end of 2025. The increase is largely due
to free cash flow of £527m being more than offset by the share
buy back programme, dividend payments and cash outflows
related to acquisitions.

InMay 2025, the Group repaid its €300m bond and closed out
various related derivatives. In June 2025, the Group secured a
new three-year, $800 million revolving credit facility (RCF). This
facility can be utilised for general corporate purposes,
enhancing our liquidity, and is in addition to the Group’s
existing RCF. At 31 December 2025, the Group had drawn
£0.3bn onits Revolving Credit Facilities.

At 31 December 2025, the Group had approximately £1.3bnin
totalliquidity immediately available from cash andits RCFs,
maturing in February 2028 and February 2029, but which have
options to extend the maturities until 2030. In assessing the
Group’s liquidity and viability, the Board analysed a variety of
downside scenarios including a severe but plausible downside
scenario, where the Group isimpacted by a combination of all
principalrisks fromH1 2026, as well as reverse stress testing to
identify what would be required to either breach covenants or
run out of liquidity. The severe but plausible scenario modelled
aseverereductioninrevenue, profit and operating cash flow
fromrisks continuing throughout 2026 and 2027. In all
scenarios, the Group would maintain comfortable liquidity
headroom and sufficient headroom against covenant
requirements during the period under assessment even before
modelling the mitigating effect of actions that management
would take in the event that these downside risks were to
crystallise. The directors concluded that the likelihood of the
reverse stress test scenario was remote.

At 31 December 2025, the Group was rated BBB (stable
outlook) with Fitch and Baa2 (stable outlook) with Moody’s.

Pearson plc Annual report and accounts 2025 30

Net debt

All figuresin £ millions 2025 2024
Cash and cash equivalents

(excluding overdrafts) 333 543
Overdrafts - -
Investmentin finance lease 66 83
Derivative financial instruments 13 (7)
Bonds (706) (955)
Revolving Credit Facilities (297) -
Lease liabilities (478) (517)
Net debt (1,069) (853)

Post-retirement benefits

Pearson operates a variety of pension and post-retirement
plans. The UK Group pension planhas by far the largest defined
benefit section. The Group has some smaller defined benefit
sectionsinthe US and Canada but, outside the UK, most of the
companies operate defined contribution plans.

The charge to profitinrespect of worldwide pensions and
post-retirement benefits amounted to £43min 2025 (2024:
£60m), of which a charge of £68m (2024: £81m)was reported
in operating profitandincome of £25m (2024: £21m)was
reportedin othernet finance costs. In 2024, acharge of £13m
related to one-off discretionary pensionincreases was
excluded from adjusted operating profit, with no such
amountsin 2025.

The overall surplus on UK Group pension plans of £484m at the
end of 2024 has increased to a surplus of £514m at the end of
2025.Theincrease has arisen principally due to asset returns
being higher than expected and inflation over the period being
slightly lower than was expected at the beginning of the year.
Intotal, the worldwide net positioninrespect of pensions and
other post-retirement benefitsincreased from anet asset of
£450m at the end of 2024 to anet asset of £482m at the end
of 2025.
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Businesses acquired and disposed

On 24 July 2025, the Group completed the acquisition of 100%
of eDynamic Holdings LP (‘eDynamic Learning’), aleading
Careerand Technical Education (CTE) curriculum solutions
provider for cash consideration of £168m.

The cash outflowin 2025 relating to the acquisition of
subsidiaries of £167mincludes £4m arising from the payment
of deferred considerationinrespect of the prioryear. The cash
outflowin 2024 relating to acquisitions of subsidiaries was
£39m, arising from the payment of deferred considerationin
respect of prioryear acquisitions, mainly Credly and Mondly,
which were acquiredin 2022. In addition, there was a cash
outflow relating to investments of £6m (2024: £7m).

The Group disposed of Copp Clarkin 2025 for consideration of
£9m, resulting in a gain ondisposal of £8m, which has been
recorded within othernet gains and losses. There were no
disposals of subsidiariesin 2024 with cash outflows relating
primarily to prior year disposals. In 2025, the cash inflow
relating to the disposal of businesses was £8m (2024: outflow
of £7m).

Dividends

The dividend accounted forin our 2025 financial statements
totalling £160m represents the final dividendinrespect of
2024 (16.6p) and the interim dividend for 2025 (7.8p). We are
proposing a final dividend for 2025 of 17.4p bringing the total
paid and payable inrespect of 2025 to 25.2p. This final 2025
dividend, which was approved by the Board in February 2026,
is subject to approval at the forthcoming AGM. For 2025, the
dividendis covered 2.6 times by adjusted earnings.
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Share buyback

On 27 February 2025, the Board approved a £350m share
buyback programme in order to return capital to shareholders.
The programme completedin 2025. During 2025, c32m shares
have beenbought back atacash cost of £352m. The nominal
value of the cancelled shares of £8m has been transferred to
the capitalredemptionreserve.

On 21 January 2026, a further £350m share buyback
programme was announced. The programme commenced on
21 January 2026.

Climate change

The Group has assessed the impacts of climate change onthe
Group’s financial statements. The assessment did not identify
any materialimpact on the Group’s significant judgements or
estimates, the recoverability of the Group’s assets at 31
December 2025 orthe assessment of going concern for the
periodto June 2027.

Conclusion

2025 was anotheryear of good financial performance, with 4%
underlying sales growth, margin expansion and excellent cash
generation. Disciplined capital allocation enabled us to
increase the dividend and continue returning surplus cash to
shareholders through our share buyback programme.

Our consistent financial progress over recent years reinforces
our confidenceinthe Group’s strategy, the resilience of our
portfolio and our ability to deliver sustainable growth and
attractivereturnsin 2026 and over the medium term.

This willbe my last Annual Report for Pearson as | leave this
fantastic business after nearly 26 years — including the last six
as Group CFO —to take on anew challenge.
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I will miss working with this extraordinary group of Pearson
people every day. I'mincredibly proud of what we’ve achieved
together: delivering stronger and more consistent financial
performance, driving significant business and finance
transformation, and sharpening our approach to capital
allocation. None of this would have been possible without the
talent, commitment, and good humour of the teams I've had
the privilege to work alongside.

I’'m delighted that Simon Robson will be joining Pearson as the
next Group CFO. Heis an excellentleaderand a great fit for
Pearson’s culture, and | know the finance team — and the wider
business — will be invery good hands.

Thank youin particular to the finance team for the support, hard
work and commitment over so many years.

Sally Johnson
Chief Financial Officer
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Letter from our Executive Lead

for Sustainability

Guided by our purpose of helping people realise the life they
imagine through learning, we focus on excellence in everything
we do to protect the trust of learners, institutions, enterprises
and governments as we help them upskill and reskill in a rapidly
changing world.

Championinginnovation and
technology leadership

We believe lifelong learning is the cornerstone of a successful
digital economy, helping to create a future-ready workforce
with the skills to harness the potential of Al and drive growth.
Our digital transformation is grounded inlearning science and
innovation, ensuring technology delivers clear benefits for
learners and enhances outcomes for society.

We know that rapid workplace evolution and shortening skill
lifespans require anincreasingly agile approach tolearning
and development. Our 2025 researchreport ‘Lost in Transition’
(https://plc.pearson.com/en-GB/news-and-insights/
lost-in-transition) revealed the huge economic and personal
costs that occur without access to effective learning.

By responding to this need through ourinnovative learning
solutions, we are creating more accessible, engaging
andimpactful experiences, helping learners build their
capabilities and increase their employability, and driving our
own company growth. In 2025, we were featuredin the GSV
150list of companies transforming digital learning and
workforce skills development, validating the impact of our
approach (https://www.asugsvsummit.com/gsv-150).

We continue to enhance learning for everyone, exploring how
purpose-built Altools can aid conceptual learning. Our Higher
Educationbusiness unit applied our findings tolaunchthe ‘Go
Deeper’ functionality in our Al Study Tools, which encourages the
critical reasoning skills needed for both academic success and
real-world problem solving. By integrating Alinto resources
across selected topics forour Connections Academy Virtual
Schools, we are personalising learning, increasing both end-of-
year passrates andfinal grades.

Investing in our talent

Our success depends on empowering our people to create
impactful learning and assessment solutions. We are fostering
a culture of belonging and engagement to attract andretain
talent. Through continuous learning, we enable our people to
fulfil theirroles and shape their future careers as the world of
work and our business evolve. Our new Career Architecture
helps ouremployees map their career progression, identify
clear development pathways and findlearning opportunities.
We have expanded Al training with courses forevery role
across the organisation, while our leadership model sets clear
expectations ondriving a culture of innovation. By building their
Al capabilities, ouremployees not only enhance their careers but
also betterunderstand how innovative technology canimprove
outcomes forlearners, businesses and the wider economy.

1

Our digital transformation
is grounded inlearning
science and innovation,
ensuring technology
delivers clear benefits for
learners and enhances
outcomes for society.”
Cinthia Nespoli

General Counsel and Executive Lead for
Sustainability



Governance report

Strategic report

Building long-termresilience

Ourfocus on excellence builds customer trust and business
resilience, positioning Pearson for future growth. Our
partnerships are integral to balancing our digital
transformation with responsible environmental stewardship.

We continue to reduce our greenhouse gas (GHG) emissions,
which are down by 44% (location-based methodology)
against our 2018 baseline, and drive energy efficiency
measures to reduce operating costs. Purchasing 100%
renewable electricity increases our energy security and
protects our business from price shocksininternational fossil
fuel markets, while maintaining our path towards
decarbonisation. We updated our climate risk analysis in 2025
to ensure we are aware of any potential risks to the long-term
value of our businessin arapidly changing world.

Though emissions from our Aluse are currently low compared
to emissions from other activities, they will represent an
increased portion of our footprintin the future as we expand
our Al-driven learning experiences. Through our strategic
partnerships with organisations and suppliersincluding
Microsoft and AWS, we are supporting the use of responsible,
energy-efficient Alacross differentindustries. We are working
with others across ourindustry and beyond to better
understand the impacts of Al, including becoming a signatory
to the Coalition for Sustainable Alin 2025.

Transforming learning responsibly

Helping learners navigate the technological disruption to
skillsand careersrequires us tolook at every aspect of the
technology we use - its educational benefits and itsimpacts,
including those related to accuracy, accessibility, cyber
security and data privacy. In 2025, we welcomed a new Senior
Lead for Responsible Al to lead our Responsible Al function.
Ournew Al Centre for Enablement (C4E) fosters a unified
approachto product development and is founded on trust,
safety and the principles of security and accountability.
Together, the C4E and our Responsible Al function are laying
the foundations to align our Al activities with ethical, legal and
compliance standards. Read more on page 38.
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OurInteractive Labs’immersive science-based simulations
won the 2025 CODIE Award for Best Science Instructional
Solution. Designed with accessibility at their core, the
simulations reflect the latest Web Content Accessibility
Guidelines, the gold standard for website accessibility.

Continuing to drive impact

We are committed toinnovating inresponse to the evolving
world of work, making learning more effective, enhancing
learning experiences and building a strong foundation for our
long-term growth. Guided by our Learning for Impact
framework, we will progress our climate commitments while
maintaining a sharp focus on the socialimpact of our products
and services. We willadvance our employee upskilling and
learning programmes to maintain a talented and engaged
workforce and will continue to build dialogue with our
stakeholders on the issues that matter to them.

1. https://www.levelaccess.com/compliance-overview/wcag-web-content-accessibility-guidelines/
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I’'m excited to share our progress to date as we seek to give
everyone the opportunity to participate in the future of
educationand work.

Cinthia Nespoli
General Counsel and Executive Lead for Sustainability
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Non-financial and sustainability
information statement

As the world’s lifelong learning
company, we supportlearners,
educators and institutions around the
world, delivering sustainable value at
each stage of the learning journey.

We integrate content creation, digital distribution, assessment
and credentialling within a unified value chain to enable
accessible, high-quality learning opportunities for all. Formore
information about our business model, see pages 12-16.

Our greatestimpactis through the learning benefits our
products create, driving value for society and for Pearson.
We reinvest that value into improving our product offerings
and expanding educational opportunities across the world.
This allows us to hire the skilled people needed to support our
mission and ensure the ongoing development of high-quality
products and services. Like any company, our operations and
value chainhave animpact on the environment and society.
We are committed to managing these impacts responsibly to
ensure the long-termresilience of our business. By doing this,
we help strengthen access to education, an essential human
right, and contribute to improved learning outcomes for
more people.

The natural alignment between our business strategy and the
positive impact delivered through our Learning forImpact
framework is one of our core strengths, andreflects our
shareholders’ expectations. The framework underpins our
responsible business strategy, guiding us to focus on areas
where we can create the greatest positive outcomes while
managing key risks. A foundation of robust corporate
governance, a strong culture and a suite of comprehensive
policies and practices support us to achieve our ambitions.

Contributing to sustainable
development globally

The UN Sustainable Development Goals (SDGs) exist to
achieve abetterand more sustainable future for all. Through
our Learning forImpact framework, we contribute to the
following SDGs:

4 Yum SDG 4 — Quality education. Pearsonuses
- innovative technology to ensure students
I!!” maximise the benefits of Al-enabled
learning. Our ‘Go Deeper’ functionality for
Al Study Tools encourages critical thinking
by providing students with follow-up
questions. See page 38.

LD SDG 8 — Decent work and economic
growth. We work closely with
organisations around the world to build the
skills needed for tomorrow’s workforce.
Forexample, we are working with the
Digital Education Council to develop
researchandresources that will drive
digital transformationin higher education
across global markets. See page 37.

o

R SDG 10 — Reduced inequalities. We
- developinclusive products that support
every learner’s needs. We launched
Revibe, an Al-enabled wearable device
designed to help learners with ADHD
improve focus and self-regulation,
supporting access to learning for

neurodiverse individuals. See page 39.

=)
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Rankings and recognition

Independent rankings help ourinvestors evaluate our
performance and management of sustainability risks and
opportunities. In 2025, we received the following recognition:

e CDP: ScoredA-rating for Climate, B-rating for Forestand C
rating for Water

e EcoVadis: Retained Bronze status, placing usin the top 35%
of companies assessed

e FTSE4Good: Constituent of the FTSE4Good Index Seriesin
the top 1% of our sector

e |SS:ImprovedourscoretoB

¢ MSCI: Maintained AArating

e S&P CSA(Dow Jones Sustainability Indices): Achieved the

jointhighest scorein ourindustry and alisting in the S&P
Sustainability Yearbook

o Sustainalytics: Classified as negligible risk
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Our sustainability pillars: Learning for Impact

-

Our purpose - Helping people realise the life they imagine through learning

1. Driving learning 2. Empowering our people
for everyone to make a difference

3. Leading responsibly
for abetter planet

We create impact and contribute to shareholder value by:

Widening access to learning through business growth Building high-performing teams through a strong sense Meeting our environmental and clean energy goalsin
opportunities powered by technology and application of of purpose partnership with our value chain
learning science

We maintain stakeholder trust through diligent management of our strategically significant sustainability focus areas:

e Learningscience andinnovation o Culture of engagement e Greenhouse gas emissions
e Responsible Al e Talentdevelopment e Energyuse

e Responsible content o Employeelearning and upskilling e Supply chaindue diligence
e Accessibility o Culture of community and wellbeing

e Cybersecurity and data privacy

Our strategy is underpinned by robust governance, human rights and environmental due diligence, strong culture and comprehensive policies
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Sustainability continued

Our approach to reporting*

This Non-financial and sustainability information statement
(pages 34-54)is writtenin accordance with Sections 414CA
and 414CB of the Companies Act 2006 and the UK Corporate
Governance Code (2024), which include mandatory
requirements for non-financial and sustainability reporting
for UK listed companies. For ease of reference, we have
produced anindextable covering the topicsin this Non-
financial and sustainability information statement, here:
https://plc.pearson.com/en-GB/sustainability/our-
sustainability-reporting.

As the sustainability reporting landscape continues to
evolve, we are focused on ourreports remaining compliant
withregulatory standards and comparable and useful

for stakeholders.

Our statement outlines significant sustainability topics for

our business and our approach to managing them. These
topics cover those identified through our most recent
materiality assessment and align with our Learning for

Impact framework. For more information see our Materiality
summary, here: https://plc.pearson.com/en-GB/
sustainability/our-sustainability-reporting, which explains
how we identify priority topics and assess our key sustainability
risks and opportunities.

While this statement focuses on the topics we understand
to be of greatestimportance to our stakeholders, we
continue to manage a broad range of sustainability issues
across our operations.

Sustainability governance

The Reputation & Responsibility Committee (RRC)
manages the integration of sustainability into Pearson’s
business strategy, including overseeing related risks

and opportunities. It reviews and approves targets
associated with our sustainability priorities and monitors
performance against them, as well as against other public
sustainability commitments.

Financial statements
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In 2025, the Committee included two Non-Executive Directors
with climate expertise specifically to advise on climate-related
risk management, whichis also supported by other Board
Committees. Formore information see pages 99-101.

The broaderresponsibilities of the RRC are detailed inits
terms of reference, here: https://plc.pearson.com/en-GB/
company/governance.

Information on specific governance and management
approachesacross the key ‘focus areas’ within each of our
three Learning forImpact pillarsis coveredin the tables on the
following pages.

Our sustainability policies and due
diligence processes

We are committed to conducting business with integrity and
strive toreflect thisin ourinteractions with colleagues,
customers andlearners. We uphold arobust governance
framework thatintegrates responsible business conductinto
our operational management systems and decision-making
processes. Thisincludes enforcing comprehensive policies for
employees and business partners, delivering mandatory
training to strengthen awareness and accountability, regularly
assessing our operations and supply chains to identify
potential adverse impacts and conducting regularinternal and
external audits to monitor compliance and performance.

We work to identify, prevent and address potential adverse
impactsrelated to ethics, humanrights and the environment
throughout ourvalue chain. Whenissues arise, we act quickly
through established grievance mechanisms and engage
directly with affected stakeholders to implement remedial
actions. Wereport all due diligence processes and outcomes
asrequired by law.

Our policies and guidelines support our due diligence
processes andreflect our ethical and sustainability
commitments. Key documentsinclude:

e Code of Ethics and Business Partner Code of Conduct
e Responsible Procurement Policy

e Environment Policy
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e Modern Slavery and Human Rights Statements
e Anti-Bribery and Corruption (ABC) Policy
¢ Raising Concerns and Anti-Retaliation Policy

e Safeguarding Statement (including data privacy and
security principles)

We have outlined how we implement these policiesin this
report and on our website: https://plc.pearson.com/en-GB/
corporate-policies.

Respecting humanrights

We require allemployees to complete annual Code of Ethics
refreshertraining to reinforce these commitments. We
maintain a confidential, third-party-operated ethics hotline for
employees and other stakeholders to raise concerns
anonymously and securely. Our Ethics and Compliance team
investigates allreportedissues, including potential Code of
Ethics breaches, and oversees anti-bribery and anti-
corruption due diligence and sanctions screening, supported
by Local Compliance Officers. See page 54 for our
performance datarelated to business conduct.

We comply with alllocal labour and human rights regulations,
including establishing work councils where required.

Due diligence in supply chains

Strong due diligence procedures enable us to identify and
prevent potential adverse impacts in our supply chain. All our
suppliers must acknowledge and comply with our Responsible
Procurement Policy, which includes strict standards relating to
the environment, business conduct and human rights. Read
more on page 44 and in our Responsible Procurement Policy
at: https://plc.pearson.com/en-GB/corporate-policies.

We work with EcoVadis to conduct risk assessments and
monitor supplier sustainability, covering approximately

90% of our third-party and supplier landscape in 2025.

If we identify any risks, we collaborate with suppliers to
implement management processes to mitigate and minimise
theseissues, and monitor progress to ensure effective
corrective actions.

1. This Non-financial and sustainability information statement includes several website addresses and references to additional materials found on those websites. These websites and materials, including the information on the
Company’s website, as may be referenced in thisreport, are provided for convenience only, and are not intended to be part of thisreport and are notincorporated by reference herein.



Strategic report Governance report Financial statements

Otherinformation

Pearson plc Annual report and accounts 2025 37

Driving learning for everyone with our products

The biggest positive impact that we
can have on the world is through our
products and services.

Our products equip people and communities with the skills
and knowledge that accelerate economic growth and power
societal progress. As demographic and technological shifts
transformindustries and the global skills outlook, the need to
rapidly reskill has neverbeen more important. This is true not
only forindividuals seeking opportunities, but also for
businesses and economies to remain competitive. By striving
to meet this demand for more effective learning and clear
skilling pathways, we canhelp enhance productivity, increase
employability, support communities and drive business
resilience and growth for Pearson and beyond.

Expanding learning through innovation
and technology

Integrating innovative technologies into ourlearning and
assessment tools to help make learning more impactful and
effectiveis a key strategic priority. Alis reshaping education,
enabling more personalisedlearning, more learner-centred

assessments and better datainsights foreducators. However,

realising this potential requires stakeholders to trust
technology’sroleinlearning and assessments.

We focus onintegrating Al and other technologiesinto our
productsinaresponsible, evidence-driven way. Leveraging
technology to create accessible and personalised learning
solutions strengthens learner outcomes, reinforces our brand
and supports sustainable growth. Thisin turn helps us balance
commercial goals with our commitment to equitable access
andlong-term stakeholder trust.

e Case study

“ Partnering to transform
4 education through
digitalisation and Al

We work with a diverse range of organisations to accelerate
growth and unlock new opportunities, from co-creating
advanced Al-infused products to supporting industry
initiatives that are transforming education through
digitalisation. By combining our deep educational expertise
withleading capabilities from across the technology
ecosystem, our strategic partnerships enable us to scale
innovation and deliver more digitally advanced products that
bettersupportlearnersin an Al-enabled world.

Alongside our strategic partnerships with hyperscaler
partners and professional services enterprises (see pages 7
and 15), we are working with a number of NGOs to help
accelerate the pace of modernisation at Pearson and
influence how we leverage Al for positive impact. Forexample:

+ Weaim to drive digital transformation in higher education
with the Digital Education Council by modernising learning
models, co-developing research and providing resources
forinstitutions and policymakers

e WearefocusedonadvancingAlliteracy with Code.org, an
education innovation non-profit

e We are supporting innovative, Al-driven ventures through
ourinvestmentin the Al Fund, which operates as a venture
studio, building scalable businesses designed to address
real-world problems. Through this partnership, we will
co-create ventures with the Fund that drive innovation and
alignwith our vision for the future of education

Through these collaborations and investments, we are
strengthening our capabilities, expanding our reach and
translating Alinnovation into meaningful value for learners,
educators andinstitutions.
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Sustainability continued

Our product focus areas
Focus areas Approach and governance

Learning science and innovation
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2025 actions

One of Pearson’s strengthsis The Chief Strategy Office has a central team of learning science experts, who
delivering trusted, outcome- ensure that learning science is embedded within our Quality Standards and
focused contentaspartoflearning  applied across all our products and services.

experiences groundedinlearning
science. Applying evidence-based
insights to product design helps us
to create more effective and

Our Learning Design Principles help us integrate learning theory throughout our
products, processes, methodologies and organisational structures. Read more
here: https://www.pearson.com/en-gb/efficacy/learning-evidence.html.

innovative learning products that Pearson Labs and our dedicated team of researchers and developers are
enhance learner outcomes and committed to developing scalable solutions through generative Al and immersive
secure stakeholder trust. learning technologies. Working closely with learning scientists, they have

developed a strategy to guide the integration of new technologies across our
portfolio, including a focus on grounding innovationin educational research.

We remain committed to investing inresearch and innovation aimed at understanding large-
scale educational challenges and to help develop scalable technology-driven solutions.
Examplesinclude:

o ‘LostinTransition: Fixing the ‘Learnto Earn’ Skills Gap’ report: reviews the global skills outlook
andidentifies strategies to transform workforces and unlock trillions in trapped value. Read
more here: https://plc.pearson.com/en-GB/news-and-insights/lost-in-transition.

o ‘AskingtoLlearn’: ourlarge-scale analysis of students’interactions with Al Study Tools,
informing development of the ‘Go Deeper’ functionality, which supports deeperlearning in
higher education by prompting students with follow-up questions to encourage critical
thinking skills. Read the report here: https://plc.pearson.com/AskingToLearn.

e LaunchedPearsonlabs,anewresearchspaceinlLondondedicated to accelerating
emerginglearning technologies andinnovation.

Responsible Al (RAI)

Ensuring the Alwe use and embed We have established consistent technology standards, and our Chief Technology
inour products is safe, fair, Officer oversees the digital experience at Pearson. Our Senior Lead for
transparent and contributes to Responsible Al leads this area of work, ensuring all Al activities align with ethical,
improved learning outcomes is legaland compliance standards.

essential to protect learners,
maintain trust with customers and
support responsible innovation

across our portfolio. « OurRAIlPrinciples and Al Governance Framework were established in 2025 to
support our Al strategy and underpin our Al-related research and product
development. Based oninternationally-recognised frameworks and aligned
with our policies and Global Quality Standards, the principles cover fair,
reliable and effective experiences, transparency and accountability, and
trustworthy and safe Al.

We continue to strengthen our strategy and governance processes around Al to
ensure we use and apply this technology responsibly:

e The Governance Framework provides a structured approach to managing Al
systems and aligns to the NIST Al Risk Management Framework, the EU Al Act,
ISO 42001/27001/27701,and SOC2.

Launched Al Literacy Modules to help educatorsinstruct students about using Al. These modules
cover topics such as validating Al-generated results and appropriately citing Al outputs. Ongoing
researchinto how students are using our Al tools already shows promise inrelation to course
scores and passrates.

Expanded our portfolio of RAl learning content, including certifications across multiple formats
anddisciplines, featuring agentic Al, large language models, machine learning and ethical
Alimplementation.

Continued to upskillemployees on Al, focusing on using Al responsibly and how to avoid
introducing bias. Read more on page 42.
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Content
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2025 actions

We are committed to the highest
standards of quality to help protect
learner wellbeing, maintain trust
with educators and institutions and
meet educational standards.

The Global Quality Standards Governance Board, comprising leaders from
each business unit, will be active from Q1 2026, and will oversee our Global
Quiality Standards.

Our Global Quality Standards are structured across six pillars: accessibility,
learning science, Al, breakthrough technology, user experience and social
impact. These standards support our employees and business partners to deliver
accurate, trusted, evidence-based learning experiences that meet our
user-centred and data-led standards of excellence.

« Introduced ourAl-enabled Al Quality Standards Agent, OBI, to embed the Global Quality
Standards directly into our workflows to ensure consistency, accountability and adherence to
quality practices across Pearson.

Accessibility

We strive to provide products,
services and solutions thatare
accessible to allusers, including
people with disabilities. This
expands the reach of our products,
supports globalregulatory
compliance, enhances user
experience andreinforces our
commitment to high-quality
educationforall.

across Pearson, isresponsible forembedding accessibility initiatives throughout
the organisation.

Our Global Accessibility framework requires each business unit to adopt
accessibility standards and processes aligned with their specific customers,
geographies andregulatory environments. Read more here: https://plc.pearson.
com/sites/pearson-corp/files/pearson/corporate-policies/pearson-global-
accessibility-framework-sept-2024-v1.pdf.

The Global Accessibility Steering Committee, composed of representatives from

« Ourlnteractive Labs toolis designed to meet Web Content Accessibility Guidelines 2.1 AA
standards for screen reader compatibility and keyboard navigation. It won the 2025 CODIE
Award for Best Science Instructional Solution, which recognises innovation and accessibility in
science education.

e Continuedto produce assessments transcribed into Braille as part of ongoing efforts to provide
inclusive educational experiences.

e Launched Revibe, an Al-enabled wearable device designed to help learners with ADHD improve
focus and self-regulation, to enhance accessibility of learning for neurodiverse individuals.

Cyber security and data privacy

Protecting the informationwe
manage is essential for
safeguarding learners, maintaining
trust with customers, meeting
globalregulatory requirements,
preventing operational disruptions
and ensuring the integrity and
reliability of our digital learning
products and assessments.

Our Chief Information Security Officer oversees our global information security
programme. We are maturing our ‘Zero Trust’ security approach (‘never trust,
always verify’) as our proactive defence stance against modern cyber threats. We
are embedding automation throughout our policies and processes to support
the Zero Trust approach: we apply the ‘least privilege’ principle to ensure our data
is secure and compliant by default.

Our data privacy programme addresses compliance with applicable data
protection legislation. Our programmes are based on the NIST Cybersecurity
Framework and NIST Privacy Framework, respectively.t

We provide mandatory training to allemployees to raise awareness of cyber
security and data privacy risks and equip them with the skills, knowledge and
resources to safeguard all personal information entrusted to us.

Our cyber security hub offers arange of resources across topics such as data
privacy, incident reporting, supplier onboarding and data classification.

« Implemented additional data protectioninitiatives to protect the data we manage, including
major platform upgrades, cyber security investments and platform consolidation.

e Expanded the use of tools such as Microsoft's Cloud Access Security Broker to automate and
scale our privacy and cyber security programmes.

o Introduced Al Security Agent and privacy bots - agentic Al assistantsintegratedinto Microsoft
Teams providing employees with fast, user-friendly access to essential cyber security and data
privacy resources.

« Strengthened our employee cyber security training programme with anew dynamic, easily
consumable series onreducingrisks related to human error, accessible on the third-party
platform, KnowBe4.

« Organisedinteractive webinars, Q&A sessions and live demos during Cybersecurity Awareness
Month to empower employees to safeguard their data and systems.

Formore information onthe Board’s oversight and management actions during the year,
seepage 107.

1. Read more here: https://www.nist.gov/cyberframework and https://www.nist.gov/privacy-framework
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Empowering our people to make a difference

Our success depends on the
knowledge, skills and leadership
abilities of our employees.

Investingin employee development enhances performance,
deepens commitment and improves employee retention.

We foster a culture of performance, focusing on engagement,
talent development and belonging, to enable everyone

to leverage their strengths and contribute to growth. Our
three Power Skills - Learning to Learn, Adaptability and Al -
underpin our approachto employee development,
supporting our digital transformation to create a sustainable
competitive advantage.

2025 was a transformational year for human capital
development at Pearson. We launched a new Career
Architecture and Career Navigation System, providing

clarity and consistency across our business on how we
describeroles and career progression, and support employee
growth. Through our people and culture strategy, we maintain
anunwavering focus on high performance, enhancing
employee experience and career opportunities, tightening
our customer focus and driving growth for our people and our
business. We were proud to be recognised with a Gallup
Exceptional Workplace Award (https://www.gallup.com/
workplace/657323/announcing-2025-gallup-exceptional-
workplace-award-winners.aspx) acknowledging our progress
acrossthese areas.

1N

Case study

CeCel
£ & & & Buildingafuture-ready
workforce

Building a modern workforce with the skills to maximise
the potential of Alis at the core of what we do. Our new
Career Navigation System builds on our deep expertise
intechnology and skills development for the benefit of
ouremployees and our business. The platform enables
employees to understand theirrole, explore possible
careerdirectionsin the era of Aland create a path for
development. It empowers them to take control of their
careers, while building a highly skilled workforce to drive
ourlong-term success.

The Career Navigation System establishes the
foundation for career progression and growth at
Pearson. With the help of a digital assistant, employees
can assess the skills proficiency requiredin their current
role and the evolution needed to progress to the next
level. The integrated Learning Hub, whichis powered by
Degreed, provides seamless access to career guidance
and over 800 learning pathways. Courses are
personalised, and include microlearning, podcasts and
curated specialist content related to Pearson’s three
Power Skills.

Empowering our people to take control of their careers
is part of how we are driving a culture of performance.
The Career Navigation System connects employees to
future possibilities, encouraging them towards higher
performance standards and stretching them to reach
their goals. For Pearson, investing in our workforce is the
key to unlocking future growth.
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Our people focus areas
Focus areas

Culture of engagement

Approach and governance
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2025 actions

We believe empowered
employees are more productive
and help to create more innovative
learning experiences for

our consumers.

Our Chief Human Resources Officerleads our HR strategy, inclusive of the topics
listedin this table. For more information on the Board and Pearson Executive
Management’s oversight of humanresources, see pages 84-85.

Since 2022, we have used Gallup’s employee engagement survey to track
engagement through scientifically validated questions that capture our people’s
daily experiences and behaviours most strongly tied to performance outcomes.

« Continuedto analyse and apply the results of ourengagement survey to inform our approach to

engagement, at both the company and team levels. We achieved an overall Grand Mean score of
4.23 out of 5(2024:4.16)in our 2025 survey. The biggestimprovementrelated to learning and
growth, forwhich we scored 82% (2024: 77%), reflecting the effectiveness of ourinvestmentin
talentand development.

Talent development

When employees have a sense of
ownership over theirown careers,
they are more motivated, proactive
and have higher levels of job
satisfaction. This boosts
performance and their ability to
support our purpose of helping
peoplerealise the life they imagine
through learning.

Our structured performance management approach enables employees to
understand how theirrole aligns with Pearson’s strategic aims. We use objectives
andkey results in goal setting and performance management to unite around
shared priorities, fostering motivation and clarity.

Pearson’s leadership model defines the behaviours we expect to scale and the
culture we need to succeed. Forleaders, we provide arobust development
framework combining talent assessments, 360° feedback, and the
CliftonStrengths evaluation to deepen self-awareness and leadership impact.

e RedesignedPearson’s Career Architecture to provide a clear and consistent structure for every

role across Pearson, and a shared language for career progression and growth. Thisresultedina
refresh of the nomenclature applied to employee careerlevels across Pearson. We have
reported our employee data for 2025 in accordance with these new career levels, as shown on
page 54.

e IntroducedPearson’sRole Library and a digital Career Architecture assistant, CARA, to help

employees explore their own and other roles within our Career Architecture.

e Introduced BarUp, an Alcompanion that supports individuals and managers, from goal setting to

assessing performance and delivering feedback.

« Equipped ourmanagers with strengthened guidance on providing personalised feedback

and coaching.

o Over90% of the seniorleadership team have completed a talent assessment, in line with our

leadership framework.

Employee learning and upskilling

Our ability to delight learners within
an evolving education landscape
depends on building and
maintaining a talented and
engaged workforce. Ourlearning
and development programmes
focus on building the diverse skills
needed to fuel our growth.

Our three Power Skills - Learning to Learn, Adaptability and Al - combined with our

core job family and role-based skills are multipliers for performance and growth.

Pearson’s Learning Hub sits at the core of our Career Navigation System to help
employees achieve actionable skills growth throughrating themselves on the
skills that matter, getting personalised learning recommendations, building
habits and applying learning in the flow of work.

e Launchedthe Learning Hub, powered by Degreed andintegrated with LinkedIn Learning, as a key

componentinour Career Navigation System. Employees have completed 23,521 hours of
learning and 376,352 microlearning items since March 2025.

« Established professional communities across Pearson aligned to job families and priority skills to

foster collaboration and knowledge sharing across the organisation.

1. Datarepresents the % of respondents who agree or strongly agree with the relevant Gallop Q12® survey questions.
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Sustainability continued

Focus areas Approach and governance 2025 actions

Learning and Responsible Al (RAI)

Appliedresponsibly, Al and digital Equipping employees with the knowledge and skills they need now and in the « Continuedto develop ouremployees’ technical capabilities. Our workforce completed 48,000+
technologies cantransformaccess  futureis central to our success. With thisin mind, Pearson hasintroduced an Al hours of Al-related learning.

to learning and acquisition of upskilling development goal for all Pearson employees. We integrate Al skills into . Providedresources on using Al responsibly, including:

knowledge. We upskill our individual development plans and performance reviews, ensuring RAl literacy is

employees so they canintegrate embeddedin our work. e 140training sessions in partnership with Microsoft, upskilling 4,700 employees on Copilot and
technology responsibly and boosting adoption by 25%

ForourProduct Development teams, the Centre for Enablement (C4E) - created
operations, accelerating progress in 2025 - brings together Al kfwowledge,toolsandresour.ces from across Pearson. . . . ‘
o e ELENS S Eeeee ey The C4E supports collaboration and innovation by enabling our teams to share * Alliteracy contentintegratedinto our Learning Hub

wider society. best practices and apply Alin aresponsible and consistent way. Working in close « Guidance to employees onunderstanding and addressing bias when using Al
partnership with the RAlteam, the C4E ensures we have embedded ethical
principles and robust governance in our Al initiatives.

effectivelyin our products and e AnewAlDeveloperExcellence Community for those who build our Al products and services

e Regularlive sessions and newsletters on the latest trends and tools in Al

e Hostedthefirstinternal Al Summit, attended by colleagues including members of our Al
Ambassador Professional Community. The Community, which has more than 1,000 members,
also provided expert advice to curate learning pathways for everyone.

Culture of community and wellbeing

Having a positive state of mind We promote fairness in the workplace, fostering an open and accessible « Developednew Neurodiversity Guidelines to help managers accommodate differencesin how
ensures our employees can thrive environment where allemployees, including those with disabilities, every employee thinks and works. Designed with our Able Employee Resource Group, they
atwork and contribute fully feel supported. outline what neurodiversity is and how to make adjustments to accommodate it. These guidelines
towards creating impactful We also give full and fair consideration to all applicants and support the willberolled out across Pearsonin 2026.
learning and assessment solutions. employment of people with disabilities, making reasonable adjustments in line + Introduced a dedicated section for managersin Unmind to help them support team mental

with our reasonable accommodations and accessibility guidelines, to address health, including guidance on handling mental health conversations sensitively.

individual needs. Recruitment, promotion and training are conducted based on
merit, against objective criteria that avoid discrimination.

We are committed to promoting the importance of positive mental and physical
health foremployees, and to providing solutions that support their health and
wellbeing. Allemployees have access to acomprehensive suite of mental health
services, including our Global WELL platform, working with Unmind, a mental
health app that offers clinically backed tools. We model our proactive approach
to health and safety on best practice andinternationally recognised frameworks,
including ISO 45001.

We offer eligible employees five days of paid leave every year for volunteering to
support educational or charitable causes. We also organise community
programmes and events, supporting our employees in making a meaningful
localimpact.
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Leading responsibly for a better planet

We implement environmental
management systems throughout
our business to promote compliance
with regulatory requirements,
achieve our targets and meet
stakeholder expectations.

Ourtargets, approved by the Science Based Targets initiative
(SBTi), include:

e Achieve a50% reductionin greenhouse gas (GHG)
emissions across our operations and value chain by 2030
froma 2018 baseline

e Achieve atleast 90% reductionsin GHG emissions across
ourvalue chainfroma 2018 baseline, and meet our net zero
target by 2050

As we expand our digital products and services, energy
reductionremains at the heart of our decarbonisation strategy.
We are committed to ongoing procurement of 100%
renewable electricity using renewable virtual power purchase
agreements, spot market Energy Attribute Certificates (EACs)
and grid supply. These actions contribute towards our target of
halving our GHG emissions by 2030 from a 2018 baseline.

By aligning our sustainability principles with business
objectives, we aim to deliver lasting value for learners while
safeguarding the environment. Embedding effective
environmental managementinto our business strategy plays
animportantrole inreducing costs and enabling business
resilience. Inturn, this will enable us to reinvestininnovation,
grow our business and reach more learners.

Case study

Understanding the
environmental impact of Al

Alis rapidly reshaping how we design and deliver
transformative learning experiences, and our goal is to
harness Al’s potential for society and the environment
while managing itsimpacts.

Though the GHG emissions associated with Pearson’s Al
usage arerelatively low compared to other emissions
sources, we anticipate they will continue to steadily rise
alongside demand for data storage and processing.

Managing this growth carefully is key to ourlong-term
climate strategy and future business resilience. Our
approach centres on maintaining our commitment to
renewable energy use, and ensuring the efficiency of our
datausage and Al systems.

To achieve more at abigger scale, we are also pursuing
best practices around transparency. For example, we
are working with DIMPACT, a network dedicated to
deepening members’ understanding of the
environmentalimpact of digital products and creating
science-based solutions.
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Our planet focus areas
Focus areas Approach and governance

Greenhouse gas (GHG) emissions
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2025 actions

We aim toreduce GHG emissions
across our operations and value
chainto effectively manage
climate-related risks and
opportunities, supportlong-term
businessresilience and meet
external targets and expectations.

Our General Counsel serves as the Executive Sponsor for our sustainability
strategy and leads the Environmental Steering Group. The Steering Group
convenes quarterly to oversee the execution of our GHG emissions reduction
plan, supported by the central Sustainability team and relevant subject matter
experts throughout the business.

Our global environmental management systemis based on ISO 14001 principles,
and our four main UK sites (production sites and offices) are third-party-certified
against the ISO 14001 framework.

Formore detailed information on our approach and targets, see pages 45-49 and
our Climate Action Plan: https://plc.pearson.com/en-GB/sustainability/
our-sustainability-reporting.

Achieved an overallreduction of 44% in GHG emissions against our 2018 baseline (location-
based methodology). See page 51 for a detailed breakdown. Reductions in our value chain GHG
emissions were primarily driven by shifting our supplier base in higher-emitting categories, such
as paper and printing, to lower-emitting categories, including technology. We also increased
in-market printing, reducing associated transportation emissions.

Decreased our operational energy consumption by 15% from 2024. This was mainly driven by the
reduction of our overall physical footprint by 6%, and the introduction of more stringent
environmental criteria for building selection, which helped us reduce our natural gas and
electricity consumption.

Responsible Al and digital supply chain management

As we continue to expand our
Al-enabled learning experiences,
ourdemand for data storage and
processing willincrease
accordingly. To use Alresponsibly,

Ourapproach to minimising the impacts of our digitally enabled products will
continue to evolvein line with the business. We are currently focusing on:

» Furtherunderstanding the complexity, data use and energy needs of our
Alusage.

we must ensure we manage and o |dentifying and assessing the environmentalimpacts of the processing
reduce any potential adverse centres our partners use to host Pearson’s data.
environmentalimpacts. » Working with cloud service providers that invest heavily in renewable power

and directly funding projects that bring additional renewable energy to
the grid.

See pages 6-7 and 38 forinformation on how we govern Al.

Continued to consolidate our data centres for energy efficiency, and transitioned to cloud-
basedinfrastructure for greaterresource efficiency.

Worked with our sustainability data and analytics partner, Watershed, to identify two renewable
energy projects for Pearson to investin, increasing the proportion of renewable energy in the grid
and, inturn, accelerating sector-wide decarbonisation. Combined, these projects are estimated
to cover approximately 50% of our annual electricity consumption by 2026.

Physical supply chain management

Ourapproach to supply chain due diligence is covered in detail in our Responsible
Procurement Policy, which sets out our minimum standards for suppliers: https://
plc.pearson.com/sites/pearson-corp/files/pearson/our-corporate-policies/
pearson-responsible-procurement-policy-v3.pdf.

Taking a proactive approach to
identify, prevent and address
potential adverse impacts across
ourvalue chainis crucial to meeting
legislative requirements,
maintaining stakeholder trust and
protecting our reputation.

We aim to procure our paper from certified sources (FSC, PEFC and SFI)* that set
standards for sustainable forest management. We implement standard Master
Service Agreement terms to guide requirements for our print suppliers,
supported by specific Book Manufacturing Product and Services standards, and
we use Book Chain to conduct due diligence in our direct supply chain.

Achieved our target to procure our paper from certified sources (FSC, PEFC and SFI).2 This will be
our minimum standard going forward. Our total paper consumptionincreased by 2% from 2024
due toincreased customer demand and business growth.

Continued the consolidation of suppliers and third-party payees to strengthen our supply chain,
improve supplier relationships and support long-term business resilience. Active suppliers and
third-party payee numbers dropped by 13%in 2025 from 17,998 to 15,660.

1. The Forest Stewardship Council (https://fsc.org/en), Programme for the Endorsement of Forest Certification (https://pefc.org), and Sustainable Forestry Initiative (https://forests.org).
2. Of the paper purchased by Pearsonin 2025, 83 tonnes were not certified due tolocal market constraints. This represents 0.4% of all paper purchased across the year.
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Task Force on Climate-related
Financial Disclosures (TCFD)

Identifying, assessing and
managing climate-relatedrisks
and opportunities

Introduction and objectives

The following report sets out our climate-related financial
disclosuresin alignment with the Task Force on Climate-
related Financial Disclosures (TCFD)recommendations and
subsequent annex and implementation guidelines, available
here: https://www.fsb-tcfd.org/. We engage with TCFD
recommendations to minimise business risk and ensure our
continued financial performance and growth.

This year, Pearson engaged SLR, a specialist environmental
consultancy, to update the analysis previously conductedin
2022.Eachyear, we use these comprehensive external
assessments to guide ourinternal reviews and annual
reporting obligations.

The aim of thisreportis to outline the risks and opportunities
that may impact Pearson’s operations and resilience across
various climate scenarios and timeframes. Our analysis
specifically aims to:

e FEvaluate how transition and physical climate risks may
affect Pearson over the short, mediumand long term.

¢ Quantify potential cost and salesimpacts under alternative
climate pathways to inform Pearson’s strategic planning
and scenario analysis.

e Supportcompliance readiness with evolving regulatory
requirements, including TCFD, which require companies to
disclose anticipated financial effects of material climate-
relatedrisks and opportunities.

e EnsurePearson's climate disclosures support decision-
making, enabling a more robust link between sustainability
and enterprise risk management.

Itis worth noting that this analysisis notintended to forecast
actual financial outcomes, but to provide directional
estimates of exposure and sensitivity under different plausible
climate scenarios, helping Pearson prioritise adaptation and
transition strategies.

Sustainability governance

Board oversight

The Board retains overall oversight of Pearson’s climate
change strategy and progress towards our targets.
Responsibility for Pearson’s sustainability strategy, including
climate-related risks and opportunities, is delegated to the
Board’s Reputation & Responsibility Committee (RRC).

The RRCisresponsible formanaging the integration of
sustainability into Pearson’s business strategy, including
overseeing sustainability and climate risks and opportunities. It
reviews and approves targets associated with key sustainability
and climate priorities and monitors performance against them
through oral orwritten updatesin July and December, as well as
against any other public sustainability commitments. The
Committee keeps abreast of developmentsinthe regulatory
landscape and oversees external sustainability reporting to
ensure transparency and compliance. In addition, it reviews due
diligence processes within the organisation’s supply chains and
business partnerships to promote responsible and ethical
practices, and monitors sustainability rankings and ratings to
benchmark progress andidentify opportunities for continued
improvement. These responsibilities are reflectedinthe
Committee’s terms of reference which canbe found onthe
Governance section of ourwebsite: https://plc.pearson.com/
en-GB/company/governance.
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The RRCincludes two Non-Executive Directors with
climate expertise, in addition to a wide range of capabilities
relevant to Pearson’s wider strategy, business model and
organisational characteristics.

The RRC meets atleast three times peryear. The committee
receives written and oral presentations on sustainability-related
topics, including progress against our decarbonisation pathway
twice ayear. It keeps the Boardinformed through reports
produced following each Committee meeting, which highlight
material decisions, discussion points and challenges, and offer
recommendations accordingly.

OtherBoard Committees support the RRC on sustainability-
relatedrisk management, ensuring alignment with Pearson’s
business strategy, controls, and audit procedures. The Audit
Committee oversees risk management and governance -
including those related to sustainability - and provides assurance
to the Board through audits and targeted risk reviews.

The General Counsel serves as the Executive Sponsor for our
sustainability strategy and leads the Environmental Steering
Group, which convenes quarterly to oversee the execution of our
greenhouse gas (GHG) emissions reduction plan, supported by
the central Sustainability team andrelevant subject matter
experts throughout the business. Formore informationonthe
management of climate and the sustainability agenda more
broadly, please see the ‘Sustainability governance’ sectionon
page 36 and the table showing governance structures forrisk
management onpage 56.

Our Climate Action Plan provides the framework for delivering
our objectives. For more detailed information visit:
https://plc.pearson.com/en-GB/sustainability/our-
sustainability-reporting.
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Thematic consolidation of identified risks

Our 2025 climate risk and opportunity analysis shows that
Pearsonremainsresilient to climate change andis not
materially affected by current climate conditions. In making
this assessment, we considered the actions needed to
achieve our decarbonisation commitments, as well as the
strategic and financialimpacts of potential risks and
opportunities. We concluded that these did not have a
materialimpact on the carrying value of any assets and
liabilities as of 31 December 2025, or the assessment of going
concern, as we explainin further detailin note 1c to the
financial statements.

By aligning our environmental priorities and business

objectives, we are well placed to advance our sustainability
commitments. For Pearson, most physical climate-related

risks are associated with the company’s print-based value

chain, as theserisks are influenced by physical hazards that can A
disrupt production orincrease operating costs (including

paper procurement, printing, logistics and distribution).

Therefore, the company’s drive towards digitalisation will
furtherenhance ourlong-termresilience.

Ouranalysis also shows that large-scale cloud providers -
including our business partners - are continuing to make
significantinvestmentsinrenewable energy. The increased
availability of renewable energy overallis anticipated to
accelerate the global transition towards cleaner power
sources, supporting Pearson’s own decarbonisation ambitions
and helping toreduce operational costs.

Nonetheless, effective environmental managementremains a
priority, as climate change could raise the cost of doing
business across the board due to increasingly scarce
resources andrigorous regulations. We will therefore continue
to pursue our decarbonisation objectives, collaborate with key
partners, and comply with evolving requirements.

and opportunities

To betterunderstand how climate-related risks and
opportunities relate to external drivers, all risks and
opportunities were categorised under five overarching
themes. These themesreflect the primary market,
operational, regulatory and stakeholder dynamics
influencing Pearson’s risk exposure:

Digital transformation: Captures transition and physical
risks associated with Pearson’s increasing reliance on
digitalinfrastructure and hyperscaler partnerships. This
includes exposure torising energy costs, grid instability,
and potential physical hazards affecting data centres, as
well as opportunities linked to the efficiency and
resilience of the digital value chain.

Operational delivery and non-digital product:
Encompassesimpacts linked to Pearson’s print-
based value chain - in particular paper procurement,
printing, logistics, and distribution. These risks are
influenced by evolving carbon pricing mechanisms and
climate-related hazards that can disrupt production or
increase operating costs within Pearson’s print-based
productlines.
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Climate policy and regulation: Relates to the direct and
indirectimpacts of climate policy on Pearson’s business
operations and compliance obligations. Thisincludes
regulatory costs from emerging disclosure and
reporting frameworks, emissions-reduction
requirements, carbon offsetting, and energy-price
volatility arising from shifts in policy ambition and
regional carbon markets.

Changing markets: Reflects the financial and strategic
implications of shifting market dynamics driven by the
globallow-carbon transition. This theme captures both
the risks and opportunities arising from evolving
consumer preferences, investor expectations, and
macroeconomic responses to climate change.

Stakeholder relations: Encompasses reputational risks
associated with meeting stakeholder expectations on
climate performance and target delivery. This theme
covers exposure to scrutiny frominvestors, governments
and customers, including reputational consequences of
delayed decarbonisation or misalignment with supplier
sustainability commitments.



Strategic report Governance report Financial statements Otherinformation Pearson plc Annual report and accounts 2025 47
The table below provides an overview of Pearson’s climate-related risks and opportunities:
Risk/opportunity description Scale* Mitigation levers Risk/opportunity description Scale* Mitigation levers

Physicalrrisks

Digital transformation — Potential
interruption to digital content provision
and purchasing platforms due to
electricity power outages

Timeframe: Short-term
Likelihood: Low
Magnitude: Low
Impact: Sales

Migrating content from cloud
regionsimpacted by power
outages to moreresilientregions

Climate policy and regulation —
Increased costs of climate-related
compliance with uptick inregional
regulatory requirements

Timeframe: Short-term
Likelihood: Low
Magnitude: Low
Impact: Opex

Part of Pearson’s
compliance approach

Operational delivery and non-digital
products — Physical hazards disrupting
production and distribution from
manufacturing, test centres and offices

Timeframe: Long-term
Likelihood: Medium-High
Magnitude: Low

Impact: Sales

Shifting services to alternative
locations. We have insurance
policiesinplace that would cover
the costs of structural damage
and some lost sales.

Climate policy and regulation —
Increased costs of compensating
10% of GHG emissions or less in 2050
and beyond

Timeframe: Long-term
Likelihood: High
Magnitude: High
Impact: Opex

IncludedinPearson’s
Climate strategy

Operational delivery and non-digital
products — Physical hazards disrupting
print production

Timeframe: Short-term
Likelihood: High
Magnitude: Low
Impact: Opex

Shifting services to alternative
locations and accelerating our
transition to digital

Stakeholderrelations —

Missing decarbonisation

goals due to value chain partners
missing GHG emission reductions

Timeframe: Long-term
Likelihood: Medium-High
Magnitude: Low

Impact: Sales

Working with companies that

are alsoimplementing and
strengthening climate
mitigation strategies

Opportunities

Operational delivery and non-digital
products — Increase ininsurance
cost/premium driven by climate and
physicalhazards

Timeframe: Long-term
Likelihood: Low
Magnitude: Low
Impact: Opex

Reducing our property portfolio
and shifting tolease agreements

Transitionrisks

Digital transformation — Increased
operating costs associated with
electricity demand of digital
infrastructure from data centres
and hyperscalers

Timeframe: Long-term
Likelihood: High
Magnitude: Low
Impact: Opex

Partnering with hyperscalers
using high share of renewable
electricity. Strengthening
cloud efficiency and digital
architecture optimisation

Digital transformation — Having a Timeframe: Long-term NA
less carbonintensive value chain due to Likelihood: Medium-High
digitalisation and reducing exposure to Magnitude: Moderate
transitionrisks Impact: Opex

Changing markets — Expanding Timeframe: Long-term NA

climate-relatedlearning and
qualification servicesinresponse to
greaterdemand for green skills

Likelihood: Medium-High
Magnitude: High
Impact: Sales

Operational delivery and non-digital
products — Increased cost of raw
materials and commodities as price of
carbon grows and becomes more
tangible in supply chain

Timeframe: Medium-term
Likelihood: High
Magnitude: Low

Impact: Opex

Accelerating our transition
to digital

Changing markets — Fluctuating
operating costs due to fossil fuel
derived energy versus renewables

Timeframe: Medium-term
Likelihood: Medium-High
Magnitude: Low

Impact: Opex

Securing long-termyvirtual power
purchase agreements

* Impactscales:

Time horizons:

Short-term: within one year (2026)
Medium-term: between one and three
years (2027-2029)

Long-term: more than fouryears
(2030-2050)

Financial impact
Sales - Sales generation
Opex - Operating costs

Likelihood:
Low: 25%
Medium: 50%
High: 75%

Magnitude of impact:
Low: below £5m
Moderate: £5 - £20m
High: £20mand above
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The following section outlines the process used to analyse Pearson’s climate-related risks and opportunities (R+Os):

Steps

1. Riskand opportunity
identificationand
streamlining

Description

Refreshed the long list of climate-related R+Os and grouped these by
overarching themes (listed onpage 47). Along list of 36 risks and seven
opportunities were identified at this stage.

Afterinternal workshops, the list of R+Os has beenrefined with some items
consolidated toimprove clarity. At this stage, 11 physical R+Os and 23 transition
R+Os were shortlisted.

Methodology

Integrate list of R+Os from Double Materiality Assessment.
Internal refinement workshops.

2. Impact scenario analysis

Independent environmental specialists, SLR, conducted in-depthresearch,
climate scenario modelling and targeted data extraction (including web-scraped
datasets) to obtainrelevant emission factors, carbon price projections and
macroeconomic indicators. Internal inputs were also used to ensure the

analysis reflected business-specific exposure, including paper procurement
volumes, energy consumption, operational expenditure and decarbonisation
commitments. After several validation sessions, we were able to identify

alist of ten key risks and two key opportunities as priority for further

financial quantification.

Three time horizons were defined and three climate scenarios were selected.

ForeachR+O, three aggregatedrisk scores were used, averaging the impact score under each
climate scenario and three time horizons.

Each score was computed by combining the assigned magnitude and likelihood ratings.

An absolute materiality rating was derived using a normalised scale from 0% to 100%. This
standardisation allowed allR+Os to be plotted along a common scale and prioritised based on
theirrelative financial significance.

3. Financialrisk
scenario analysis

The financial materiality assessment was designed to ensure direct alignment
with Pearson’s Enterprise Risk Management (ERM) framework, enabling
consistency between climate-related financial analysis and existing corporate
risk processes.

Modelled financialimpacts by linking internal value drivers (e.g. spend on hyperscalers) to
external scenario projections (e.g. electricity price forecasts).

The most stringent/conservative scenario attached to eachrisk and the maximum annual value
forthe period covering 2026 - 2050 was used to define the financial quantification.

4. Internaland
external validation

Results are reviewed and validated to ensure alignment with internal risk
materiality thresholds and financial reporting.

The current analysis has been verified and validated by SLR’s independent quality control team.
Results were validated by Internal Risk and Financial Reporting teams.
Relevant Executive team members, and the RRC, examined the results.

5. Buildingresilience

Results are embedded into the strategy to transition to alow emissions economy.

Integrate climaterisks into ERM processes.
Improve data and analytical systems to monitor ongoing climate exposure.

See our Climate Action Plan for transition-specific strategies: https://plc.pearson.com/en-GB/
sustainability/our-sustainability-reporting.
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Assessment parameters

Business scope and boundaries: The analysis of climate-
related risks and opportunities was conducted across
Pearson’s global operations, covering the company’s five core
business units, key geographies, and value chain stages to
ensure comprehensive representation of both operational and
market exposure.

Climate scenarios: Climate scenario analysisis used to help
organisations develop a more comprehensive and robust
climate-ready business strategy. It entails examining how
future changesin our climate couldimpact our business
operations, finances, markets and supply chainsin orderto
mitigate the impacts and build resilience.

To assess the potential impacts of climate-related risks and
opportunities, SLR, a specialist environmental consultancy,
applied a multi-scenario approach designed to test Pearson’s
exposure andresilience to physicalrisks (such as extreme
weather events) and transition risks linked to policy changes,
technological advances and market evolution towards a
low-emissions economy. SLRused multiple reference models
to define overarching scenario ‘families’ for the analysis:

Scenario 1. Orderly Transition — Represents arapid,
coordinated policy response consistent with limiting
globalwarming to below 1.5°C. This scenario reflects
decisive action and assumes early implementation of
global carbon pricing and energy system transformation.

Scenario 2. Disorderly Transition — Reflects a delayed
policy response, where substantive global climate
actiononly occurs late in this decade or early 2030s. The
resultis a steeperand more disruptive decarbonisation
pathway characterised by higher carbon prices,
stranded assetrisks, and accelerated cost escalation,
resultingina 1.6°C-2.7°C temperaturerise.

Scenario 3. Hot House World — Assumes minimal further
policy intervention beyond current commitments,
leading to a high-warming trajectory (2.8°C-4.4°C) and
significantincreases in physical climate impacts, such as
heat stress, flooding and supply chain disruption.

Financial statements

Otherinformation

Our climate-related risks are integrated into our various risk
management processes, depending on the nature of the risk.
Forexample: physicalrisks are integratedinto business
continuity planning by the Central Workplace team; the
Centralised Procurement team oversees the costs and
availability of paper; and other transition risks, such as changes
inregulations, are managed by regulatory alert systems heldin
the Legal function.

The Sustainability team and the relevant Communications team
share the responsibility of managing wider stakeholder
expectations and stakeholder engagement.

Metrics and targets

Our GHG emissions reduction targets, which have been
approved by the Science Based Targets initiative (SBTi), include:

e Achieve a50% reductionin GHG emissions across our
operations and value chain by 2030 from a 2018 baseline

e Achieve atleast 90% reductionsin GHG emissions across
ourvalue chainfroma 2018 baseline, and meet our net zero
target by 2050

Our GHG emissions data (metric tonnes CO.e)!
Scopel 3,701 4,094
Scope 2 (location-based) 11,598 13,938
Scope 2 (market-based) 9 11

(
(

248,645 261,700
250,005 263,048
263,945 279,732
253,715 267,153

Scope 3 (location-based)

Scope 3 (market-based)

Total — location-based

Total — market-based

Intensity ratio — tCO,e/Em sales
(market-based methodology) 71 75

Our full set of environmental data and the methodology used
for calculations canbe foundin the next section of thisreport.
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The most material categories of scope 3 GHG emissions
representedin our figuresinclude: Purchased goods and
services; Upstream transportation and distribution; Business
travel; and Employee commuting. These categories represent
approximately 90% of ourlocation-based emissions.

Abreakdown of data foreach category canalso be
foundinthe external assurance report on our website:
https://plc.pearson.com/en-GB/sustainability/our-
sustainability-reporting.

1. In2025, we updated our 2018 baseline alongside our 2023 and 2024 GHG emissions data to reflect methodology changes as well as acquisitions
and disposals, contributing to more granular data insights. Anindependent third party, SLR, verified and assured this process.
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Our sustainability performance data

Notes on our data

Thisreport provides a summary of Pearson’s business and
sustainability governance, strategy, risk management
approach and performance for the financial year 2025.
Qualitative and quantitative information in the sustainability-
related disclosuresrefersto 1 January 2025 to 31 December
2025, aligned with our financial reporting period.

We have included all Pearson entities in the sustainability-
related disclosures, across all material topics and data. The
Reputation and Responsibility Committee has reviewed
progress against our key areas of responsibility throughout
thisreport.

We continue to provide information about sustainability-
related risks and opportunitiesin line with the Global Reporting
Initiative (GRI) standards and the Sustainability Accounting
Standards Board (SASB) standards. See our GRland SASB
disclosures here: https://plc.pearson.com/en-GB/
sustainability/our-sustainability-reporting.

Financial statements
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Environmental data: GHG emissions and energy
calculation methodology

We calculate our GHG emissions data following the
requirements of the GHG Protocol Corporate Accounting and
Reporting Standard (revised edition: https://ghgprotocol.
org/sites/default/files/standards/ghg-protocol-revised.
pdf). Forscopes 2 and 3, we use the dual reporting
methodology (location- and market-based approaches),
inaccordance with best practice. We use some of the latest
emission factors from recognised public sources, including
(but not limited to) the UK Department for Energy Security
and Net Zero (DESNZ), the International Energy Agency,

the US Energy Information Administration, Watershed’s
Comprehensive Environmental Data Archive (CEDA) and

the Intergovernmental Panel on Climate Change (IPCC).

We also use the latest global warming potential projections
fromthe IPCC’s Fourth Assessment Report (https://www.
ipcc.ch/assessment-report/ar4/).

In 2025, we updated our 2018 baseline alongside our 2023 and
2024 GHG emissions data, contributing to more granular data

insights. Anindependent third party, SLR, verified and assured

this process.

Ourenergy use data includes fuel combustion and purchase of
electricity, heat, steam and cooling consumptionin MWh, and
vehicle fuel use converted from mileage into MWh using DESNZ
conversionfactors.

Formore information, including a breakdown of our GHG
emissions data per category, see SLR Consulting’s assurance
statement, here: https://plc.pearson.com/en-GB/
sustainability/our-sustainability-reporting.
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Financial statements Otherinformation

Strategic report

Governance report

Environment

Pearsonwas not subject to any environmental fines in 2025.

Greenhouse gas (GHG) (carbon dioxide equivalent) emissions overview (metric tonnes CO,e)!
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2025
Scopel 3,701 4,094
Scope 2 (location-based?) 11,598 13,938
Scope 2 (market-based?) 9 11
Scope 3 (location-based?) 248,645 261,700
Scope 3 (market-based?) 250,005 263,048
Total - location-based? 263,945 279,732
Total - market-based? 253,715 267,153
Total scopeland 2 (location-based?) 15,299 18,032
Total scope 1and 2 (market-based?) 3,710 4,105
UKscopel 550 561
UK scope 2 (location-based?) 818 831
UKscope 2 (market-based?) [ 5
Total UK scope 1and 2 (location-based?) 1,368 1,392
Total UK scope 1and 2 (market-based?) 556 566
Intensity ratio
tCO,e/£mrevenue (market-based methodology)? 71 75
Energy
% electricity fromrenewable sources 100% 100%
Total electricity consumption from renewable sources (MWh) 30,770 36,876
Total electricity consumption from non-renewable sources (MWh) 0 0
On-site generated electricity (MWh) 0 216
Total gas consumption (MWh) 12,610 14,364
Total fossil fuel consumption (MWh) 13,266 14,813
Total energy consumption (gas, fuel, electricity, transport and other sources) (MWh) 44,090 51,851
Total energy consumption UK (gas, fuel, electricity, transport and other sources) (MWh) 5,764 6,058

Our GHG emissions reduction targetsinclude:

e Achieve a50% reductionin GHG emissions across our operations and
value chain by 2030 from a 2018 baseline

o Achieveatleast 90% reductionsin GHG emissions across our value chain
froma 2018 baseline,and meet our net zero target by 2050

Our total market-based GHG emissions decreased by 5% and total
location-based GHG emissions decreased by 6% from 2024.

Comparedto our 2018 baseline, we have cut total market-based
emissions by 43% and location-based emissions by 44%, putting us on
track to achieve our target of halving our emissions by 2030.

We have achieved our 2030 target for market-based GHG emissions
(scope 2 - emissions from purchased electricity), primarily by downsizing
our property portfolio, decommissioning emissions-intensive buildings
and shifting to renewable electricity.

Ourscope 3 GHG emissions decreased 5% from 2024, primarily by
downsizing our property portfolio, decommissioning emissions-intensive
buildings and shifting to renewable electricity. We achieved a 43%
decrease inscope 3 GHG emissions (location-based methodology) from
our 2018 baseline, reflecting our transition to digital supply chains, reduced
business transport and distribution operations and adoption of a hybrid
working model.

Read more about our net zero strategy and progress in our Climate Action
Plan and external assurance report, both accessible here: https://plc.
pearson.com/en-GB/sustainability/our-sustainability-reporting.

1. In2025, we updated our 2018 baseline alongside our 2023 and 2024 GHG emissions data to reflect methodology changes as well as acquisitions and disposals, contributing to more granular data insights. Anindependent third

party, SLR, verified and assured this process.

2. Thelocation-based methodology reflects the average emissions intensity of what is physically consumed through the grid.

3. The market-based methodology reflects emissions from electricity we have purposefully chosen through the purchase of unbundled EACs and green tariffs. We purchase renewable electricity in countries of consumption
wherever possible. Where this is not possible due to market constraints orinstrument availability, we purchase from neighbouring countries/regions.
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Sustainability continued

Resource use

Paperused (1) 19,720 19,255  We achieved ourtarget to procure our paper from certified sources (FSC,

% Forest Stewardship Council (FSC) 72% 599% PEFC and SF.I)‘that set §t§andardsforsustainableforest management use.
T This target will be our minimum standard from 2026 onwards.

% Programme for the Endorsement of Forest Certification (PEFC) 2% 4%

% Sustainable Forestry Initiative (SFI) 26% 30%

Waste?

Total waste generated (t) 2,070 1,754  Wenote anincreaseinyear-on-year figures and thisis due to an

% office waste recycled 13% 339, Improvementindataquality.

Water

We note anincrease inyear-on-year figures and thisis due to an
Total water consumption (m3) 193,537 127,014  improvementindata quality.

1. Of the paperwe purchasedin 2025, 83 tonnes were not certified due to local market constraints. This represents 0.4% of all paper purchased across the year.
2. In 2025, alongside our GHG rebaselining process, we updated our 2024 waste data to reflect methodology changes as well as acquisitions and disposals. Anindependent third party, SLR, verified and assured this process.



Strategic report Governance report Financial statements Otherinformation Pearson plc Annual report and accounts 2025 53

Social

Our employees Our Board and Pearson Executive Management team*

2025 2024 Number of
senior positions Numberin Percentage of
Total average number of employees for the year' 17,062 17,024 onthe Board Pearson Pearson
Rk . Number of Percentageof  (CEO, CFO, SID Executive Executive
Employees by geography (regional representation)? 16,665 17,116 Board members the Board and Chair) Management Management
US as of 31December 8,260 8,821 Board and Pearson Executive Management team’s gender identity or sex
UKas of 31December 3,472 3,394 Male 5 42% 3 7 58 %
Rest of world as of 31 December 4,933 4,901 Female 7 58% 1 5 42 %
Gender diversity breakdown Other categories 0 0% 0 0 0%
% permanent, regular employees 98% 98% Not specified/prefer
Male 41% 40% notto say 0 0% 0 0 0%
Female 58% 599% Board and Pearson Executive Management team’s ethnic background
No data 0% 1% White British or other
L White (including
9 - o, o,
% temporary, limited-term employees 2% 2% minority-white groups) 8 67% 3 7 58%
[+) O,
Male BLZ 1% Mixed/multiple
Female 68% 67% ethnic groups 2 17% 0 1 8%
No data 1% 2% Asian/Asian British 1 8% 0 2 17%
% full-time, regular employees 82% 79% Black/African/
Male 44% 44% Caribbean/
141 O, O,
Female 56% 56% Black British 0 0% 0 0 0%
H O, [e)
Not disclosed 1% 1% Other ethnic group 1 8% 1 2 17%
. Not specified/prefer
o, = o, o,
% part-time, regular employees 18% 21% not to say 0 0% 0 0 0%
Male 28% 28%
Fermnale 71% 71% *Prepared in accordance with UK Listing Rule 6.6.6R(10) as at 31 December 2025. As prescribed
i N N by thisrule and for the purpose of this disclosure, the Pearson Executive Managementincludes
Notdisclosed 0% 0% the Company Secretary. We collected the data contained in the tables above as part of the
1. We calculate total average number of employees using a Full-Time Equivalent (FTE) methodology, as annual declaration process, whereby the Board and the Pearson Executive Management team
anaverage across the reporting period. Seasonal/temporary staff are excluded from the calculation. received declaration forms for self-completion. The declaration formsincluded, for allindividuals
Allother datain this table is as at 31 December 2025. - whose datais being reported, the same questions relating to ethnicity and gender. The data is
2. The 2025 employee volume excludes approximately 500 seasonal workers that have been reclassified to used for statistical reporting purposes and is provided with consent.

align with Pearson’s current business structure and broader casual/seasonal worker policies.
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Female leadership breakdown (%)

2025' 20242

Seniorleadership 29% 33%

Operational leadership 47% 46%

Management 54% 47%
Turnover

2025 2024

Turnoverrate, total average for the year® 3,031/18% 3,331/19%

Voluntary turnover 2,192/13% 2,309/13%
Involuntary turnover 839/5% 1,022/6%
Turnover by gender

Total female 1,854/11% 2,052/12%
Total male 1,118/7% 1,239/7%
Non-binary 13/0% 8/0%
Notdisclosed 46/0% 32/0%
Turnover by age group

Under30yearsold 789/5% 901/5%
30-50yearsold 1,307/8% 1,462/8%
Over50yearsold 914/5% 961/6%
No data 21/0% 7/0%
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New hires

2025 2024

Totalnumber and rate of new employee hires

(number of hires/average headcount)? 3,117/18% 2,799/16%

Total number of new hires - female 1,849/59% 1,710/61%
Totalnumber of new hires - male 1,144/37% 1,018/36%
Total number of new hires - non-binary 11/0% 13/0%
Total number of new hires - not disclosed 113/4% 58/2%
New hires by age group

Under30years old 1,007/32% 893/32%
30-50yearsold 1,396/45% 1,248/45%
Over50yearsold 695/22% 647/23%
No data 19/1% 11/0%

1. 2025 employee leadership categories and datareflect Pearson’s new career architecture, rolled out in 2025.
2. Forcomparability with 2025 data, our 2024 employee leadership data has beenrecalculated to align with the
new Career Architecture. Relevant employees who left the company by 31 December 2024 have not been
includedinthese calculations asitis not possible to determine what their positions would have been within

the new Career Architecture.
3. % calculated using average annual headcount (17,062 in 2025), not year-end position.

Governance
Totalnumber of concernsraised and investigated 130 115

Percentage of employees completing Code of

Ethics certification or training* 99% 100%

* The figure stated here was correct at 31 December 2025. 100% was achieved by 31 January 2026.
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Risk
management

Effective risk managementis
essential to executing our
strategy, achieving sustainable
shareholder value, protecting
our brand and ensuring

good governance

Financial statements

Otherinformation

Risk oversight

Risks are managed by members of the Pearson Executive
Management (PEM) team, either on a business unit basis or by
function (as set outin the Accountability for principal risks
sectionon pages 66-67.

Risk owners conduct regular risk reviews with theirleadership
teams, consulting others where appropriate, including
technical specialists within their business unit or operating in
one of the centres of expertise. Risk reports are shared with
key stakeholders, including the Enterprise Risk Management
team, and are discussed at PEM meetings.

The Audit Committee has the delegated responsibility for
reviewing the effectiveness of our procedures foridentifying,
assessing, managing and reporting risk.

Eachbusiness unitis expected to present an overview of its risk
registerto the Board at least annually, and to provide an annual
deep dive onkeyrisks, supported by central Risk team experts
asrequired. Deep-dive sessions are also held at the Audit
Committee with enterprise-wide functions such as Tax,
Treasury and Cyber security.

The Board uses these deep-dive sessions to understand the
rigour of management’s risk scanning and to challenge any
judgementsinresponse torisks.

The Internal Audit team provides independent assurance to the
Audit Committee on the design and effectiveness of internal
processes, to mitigate strategic, financial, operational and
compliancerisks. Internal audit plans are aligned to the
principalrisks but also consider other key risk areas and other
assurances available. Plans are agreedin advance with the PEM
team and the Audit Committee.
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We have also been looking at addressing the requirements of
the new UK Corporate Governance Code Provision 29,
effective 1 January 2026. We aim to achieve a proportionate
and practicalresponse to the new declaration, and we have
identified ‘material controls’. We have worked with peers,
accountancy firms and our auditors to understand emerging
best practiceinthis area. Throughout 2025, the teamhas been
reviewing the mapping of controls to principal risks, and we
have worked closely with the Audit Committee which has
oversight of this process. Furtherinformation can be foundin
the Governance sectiononpage 110.

Risk environment

We operate inmarketsinlearning, content, assessment
and qualifications where we have held leading positions
over several years as businesses and markets have become
more digital.

Factors affecting the marketsin whichwe operate include
our position as an accredited provider of high-stakes tests,
organisational capability, competitive dynamics, learner
preferences and delivery methods, including the growing
adoption of Altools and the reputation of companies
operatingin the market. We seek to maximise the
opportunities arising from these changing market conditions,
balanced with appropriate monitoring and understanding of
associated risks.

Furtherinformation on our business units and key markets are
inthe Strategy sectiononpages 12-16.
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Risk management continued

The table below sets out our governance structure for risk management.

-

. Pearson plc Board (oversight)
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. Enterprise Risk Management function (identification, assessment and mitigation)

Responsible for Pearson’s strategy

Responsible forreviewing management’s assessment of our principal risks
Approves the annual budget and long-term financial plans

Determinesrisk appetiteinline with our strategy

Monitors and reviews the internal control framework, covering all material controls as
identified by the requirements of the new UK Corporate Governance Code Provision 29,
and their effectiveness, with support fromits Committees as it deems appropriate.

Conducts targeted reviews of key risks

Prepares ourrisk management framework

Maintains ourrisk register andlist of principal risks

Reviews risks with business units to assess and monitor risk exposures
Prepares a consolidatedrisk view for the PEM

Provides oversight over risk management activity

Reports to the Audit Committee onrisks

. Senior leadership (identification, assessment and mitigation)

. Audit Committee (oversight)

Provides oversight to the Board concerning the integrity of Pearson’s procedures for
identifying, assessing, managing and reporting on risk and obtains assurance from internal/
external auditors

Monitors and evaluates our compliance and risk management processes and
control programmes

Approves our risk management framework
Approvesinternal audit plans

Responsible for monitoring, mitigating and reporting onrisk
Responsible for operation and effectiveness of material controls

Risk committees within each business unit assess the principal risks and implement further
sub-committees as appropriate for business unit-specific exposures

. Technical specialists (identification, assessment and mitigation)

Functional heads work in conjunction with Group technical experts to monitor and manage
significant risks. These experts provide operational support, guidance, policy and advice

. Reputation & Responsibility Committee (oversight)

. Risk management experts (identification, mitigation and assurance)

Considers ourimpact on the communities in which we operate, including ensuring that we
have risk management processes in place to manage relevant risks

Dedicated teams providing guidance, review and assurance over key operational and
financialrisksincluding finance, legal and compliance

. Pearson Executive Management (PEM) (identification, assessment and mitigation)

. Pearson personnel (identification, assessment and mitigation)

Comprises the CEO, CFO and other seniorleaders (see pages 76-78)

Accountable forensuring that risks are mitigatedin line withrisk appetite

Responsible for executing our strategy

Responsible for reviewing and approving our principal risks, mitigation plans and controls
Reports to the Audit Committee onrisks, where required

Personnel across Pearson are trained inrelevant risk management to identify, assess,
mitigate and escalate risks

Responsible for operation and effectiveness of individual controls, including SOX controls

Internal Audit function (assurance)

OurInternal Audit functionis responsible for providing independent assurance to management, the Board and the Audit Committee on the design and effectiveness of internal controls, to mitigate
strategic, financial, operational and compliance risks.
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Risk identification and monitoring

Ourriskidentification processes follow a dual approach.
Firstly, we take a top-down view that considers strategic risks
across Pearson. We then take abottom-up approach at a
business unit or functional level, to identify and assess a
complete list of each business unit’s risks, with key risks
highlighted in management reporting and in each business
unit’slong-range plan.

We conduct detailed interviews throughout the year with each
business unit to assist with risk assessment and management.
We thenrankrisks according to their likely impact as principal
risks, significant near-termrisks, emerging risks or otherrisks.

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

We define our principal risks as those that could have a
significant and ongoing effect on the Group’s valuation by
reducing the demand for, or profitability of, our products and
services. Our Group assessment considers multiple dynamics
including the duration, velocity and size of the potential
impact. Effective management of these risks is essential to
executing our strategy, achieving sustainable shareholder
value, maintaining our reputation and ensuring good
governance. However, these risks do not comprise all risks
associated with our business and are not set outin priority
order. Additionalrisks that are as yet unknown to management,
or currently deemed to be less material, may also have an
adverse effect on ourbusiness.

Significant near-termrisks are risks that could have a
significant near-term cashimpact or affect our short-term
results but would not be expected to have a significant
ongoing effect onthe Group’s valuation.

Emergingrisks are risks that we believe are well mitigated in the
short term but may represent a significant future opportunity
or threat. These include company-specific risks and risks
affecting the macro economy.

Financial statements
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Principalrisks

The Board has undertaken arobust assessment of the current
risks facing Pearson, in accordance with Provision 28 of the
2024 UK Corporate Governance Code. This assessment
identified the following principal risks, as well as a number of
emerging risks andrisks that, while more modest, could have a
significant near-termimpact.

Foreach of our principalrisks, the tables on

pages 58-65identify:

e changeintherisk overthelast 12 months

¢ movement and outlook for that risk

e managementactions

o linkbetweentheriskand Group strategy

e ourrisktolerance

o examples of therisk

e risk’'contagion’,i.e. the extent to whichissuesinone area
couldincrease theriskin other areas

e assessedrisk ‘velocity’,i.e. anindication of the speed at
which arisk could materially impact the Group
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Risk management continued

Accreditationrisk

Description

Termination or modification of accreditation due to policy changes or failure to maintain the
accreditation of our courses and assessments by states, countries and professional
associations, reducing their eligibility for funding or attractiveness to learners. Regulatory bodies
may also require modification of tests to continue to receive accreditation which may reduce the
convenience tolearners orincrease the cost of delivery.

Movement and outlook

Theriskincreases from moderate-high to a high level. There are ongoing geopolitical
developments alongside proposed modifications to UKimmigration testing and vocational
qualification frameworks, all of which present potential disruptions to markets where we have a
leading presence. Nonetheless, no significant reformsin US markets have occurred and we have
successfully retained a high level of Assessment & Qualifications contracts in 2025. Pearson has
long-standing relationships and delivery capability across key markets, and Pearson’s brand and
trackrecord are seen as competitive advantages in a changing environment. International
expansionis a key focus formany of the business units and assumptions are made that there are
no major geopolitical situations, or government policy changes, in key growth areas.

Theriskis expectedtoremain at an elevated level for the foreseeable future.

Management actions

1. Focusoncreating aculture where learners and regulatory awarding bodies can depend on
Pearson and know that we will meet their standards. We recognise our obligations, particularly
inthe testing space, to ensure a focus on flawless or near-flawless execution of marking and
delivering assessment results and take actions accordingly.

2. Continuing to evolve and enhance our security, data and governance standards to ensure we
continue to meet and exceed required standards to be an accredited provider.

3. Broadening therange of services we offer and our range of stakeholders.

4. Pearsonhaslong-standing relationships, delivery capability and country ambassadors across
key international markets and Pearson’s brand and track record are seen as competitive
advantagesin achanging environment.

Link to strategy
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Assessment and verification is at the core of our strategy.

Risk tolerance

Low - we seek to operate in stable, well-regulated markets with known
requirements to be accredited, and have alow tolerance for taking risks
that may jeopardise that accreditation.

Examples of
risks

e Political
e Regulatory

Risk contagion

Accreditationrisks are likely to have a financialimpact but have limited risk
of contagion.

Risk velocity

Changesinregulation orloss of contracts could occurwithina
12-month period.
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Artificial Intelligence (Al), content and channel risk

Description

Therisk that ourintellectual property is harder to protect as aresult of increased content
generation through Al, and that our content and method of delivery (channel)is, oris perceived to
be, insufficiently differentiated in terms of outcomes or learner experience. This could lead to lost
sales and a significant decline in our market value.

Movement and outlook

The riskremains at amoderate-high level. How learners access content presents a medium-term
risk, as institutions and students may question the value of traditional models. We are also
conscious that public sentiment and regulatory considerations have also emerged around the
use of Alin high-stakes assessments. Nonetheless, Pearson’s strengthlies in delivering
outcome-focused, trusted, pedagogically sound content at the intersection of instructor,
learnerand content.

Significant progress has been made in our use of large language models. We have taken a
proactive approachinleveraging advanced Al technology positions and have
successfullyintegrated Al tools into courses. We have continued to develop Al tools across

all business units, seeing evidence of it driving commercial success as well as driving improved
learning outcomes and higher grades, as noted among Virtual Schools students. Our strategic
partnerships with hyperscalers are accelerating the modernisation of Pearson’s products,
facilitating us to leverage Al to better serve our customers. We are also implementing Al-driven
tools to customer service and enhance overall experience. Furthermore, in 2025, we hired a new
Chief Business Officer to support sales teams in capturing upsell and cross-sell opportunities.

Theriskis projected to remain heightened for the near term and beyond.

Management actions

1. Establishingacentralised data and Al solutions hub to set governance, and oversight,
supported by Al delivery squads that enable a cohesive, Pearson-wide Responsible
Alfunction.

2. EmbeddingAlinto content creation products and services, creating efficiencies and helping
usreach the market quickly. For example, the broad roll-out of custom Al assessment tools to
allteachersin Virtual Schoolsis driving increased adoption and usage.

3. Drivinginnovation and development of next-generation products thatinfuse Alinto
products across our business units and enable us to align to individual learning needs:
forexample, creating Al chatbot integrationin the Longman English app, and Al study tools
in Connections Academy Virtual Schools which have led to improved outcomes and higher
grades among students.

4. Reducing piracy and managing and enforcing intellectual property rights including via legal
enforcement, where appropriate.
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. Targeted approach to capital allocation focused on opportunities in the higher-growth

segments of the markets which we serve and a deep focus on product innovation.

Strategic partnerships with hyperscalers accelerating the modernisation of Pearson’s
products, enabling us to leverage Al for greater customervalue.

Link to strategy Alhas beenidentified as a key seismic trend providing

growth opportunity.

Risk tolerance Medium - thisis a strategic risk, and we should be rewarded for
successfully developing and delivering products and services that
consumersvalue. Someriskis acceptedto ensure the learner remains at

the centre of what we do.

Examples of e Intellectual property protection

risks « Method of delivery

e Speedofinnovation

Risk contagion Failure to deliver high-quality and engaging products and services may
have animpact on ourreputation and responsibility risks and on meeting

customer expectations.

Risk velocity Significant short-termimpacts are less likely due to our 2025 product
strategy using Al as a growth driver and scaling Al across our products and
services. Due tolonger-term contracts or the time required for educators
orlearners to learn how to use new products and services, itis more likely

thatany impact will be felt overyears.
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Risk management continued

Capability risk

Description

Inability to meet our contractual obligations or to transform as required by our strategy, due to
infrastructure, systems or organisational challenges.

Movement and outlook

This risk reduces from a moderate-high to moderate level as we shift to execution against an
evolved strategy, although we are cognisant of risks around talent, operational capacity and
governance. Nevertheless, disciplined oversight of talent expenditure, alongside continued
workforce investment, positions the organisation to strengthen capabilities and maintain

operationalresilience in the coming years. During 2025, a unified marketing organisation and
e-commerce strategy has been established, enhancing both strategic alignment across our

business units and our operational efficiency. Strategic partnerships have been announced and

progressed across hyperscalers and professional services partners.

We expect the outlook to be similar for the near future.

Management actions

1. Riskratings are assigned to each system, with plans to ensure system uptime. Recovery
strategies are established to minimise disruption, enabling customers to maintain
functionality orresume operations as quickly as possible in the event of downtime.

2. Regularpatching, employee training and security measures, such as multi-factor
authentication, help to ensure the stability and security of our key systems.

3. Dedicatedresourcesto focus ontesting and developing Al products and to understand
evolving market capabilities.

4. Business continuity planning to ensure that we are able to respond should a key customer or
supplier fail.

5. Enhanced focus ondeveloping products that serve new markets and user groups, and
cross-selling between business units, as well as product bundling.

6. Monitoring employee engagement and investingin our leaders to support key talent retention

and effective succession planning.

7. Increasing clarity on our performance expectations for every role across the company, driving

collaborationin pursuit of value.

8. Regularly reviewing our cost base to ensure competitiveness and identifying options
for efficiencies.

Otherinformation
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9. Afocusontheremediation of technical debt, supporting platform consolidation and
creating a unified user profile, providing an integrated view of Pearson for users across
multiple products.

10.Robust governance over our strategic transformationinitiativesisin place with strong
executive sponsorship.

Link to strategy Core performance has beenidentified as a key strategic growth

opportunity.

Risk tolerance Medium - we aim to ensure we have the capability to deliver strategic
objectives, requiring strong coordination and planning, without stifling

innovation.

Examples of e Businessresilience
risks o Business transformation and change
e [Tresilience

e Safetyand corporate security

o Talent

Risk contagion Failuresin capability couldresultinincreased reputationand

responsibility risk and failures to meet customer expectations.

Risk velocity Failures of capability could impact within sixto 12 months.
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Competitive marketplace risk

Description

Significant changes in our target markets could make those markets less attractive. This could be
due to significant changesin demand orin supply, whichimpact the addressable market, market
share and margins (e.g. changes in enrolments, in-sourcing of learning and assessment by
customers, open educational resources, a shift fromin-person to virtual learning or vice versa,
orinnovationsin areas such as generative Al).

Movement and outlook

The risk remains high due to competitive pressures affecting business units, forexample,
increased migration policy restrictions and tight migration policies impacting market size and
demand for Pearson Test of English and demographic headwinds in Higher Education.
Nonetheless, we remain focused on monitoring and proactively managing the evolving
competitive landscape throughout our businesses.

Across many of our business units, we are increasing exposure to markets with favourable
demographic shifts, successfully incorporatinginnovative technologies into our products and
launching new offerings that expand our addressable market, such as the PTE Express Test
offering an accessible test for US-boundlearners, and Communication Coachlaunchedinside
Microsoft 365. We are also expanding into faster-growing adjacent segments of the learning
market such as Early Careers.

InVirtual Learning we have seen strong enrolment growth for the 2025/2026 academic year
as well as operational improvements and have expanded academic offerings including
career programmes.

Our Enterprise Solutions product pipeline remains a key priority, complemented by the
development of strategic partnerships with hyperscalers and other major partners to increase
visibility and expand our presence within the enterprise market. Notably, we have secured a
strategic vocational skilling contract for the construction sectorin Saudi Arabia.

Theriskis expected to remain elevated for the next 12 months, due to the ongoing competitive
landscape in many of our business units.
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Management actions

1. Workingin partnership with customers, including IP owners, in our Assessment & Qualifications
and Virtual Learning business units, to ensure that our customers’ needs are being met,
resulting in highretentionrates on the long-term contractsin place.

2. We are advancing Pearson’s presence within the enterprise market by making strategic
partnerships with hyperscalersincluding Microsoft, AWS and Google Cloud, while expanding
ourreach with professional services partners such as HCLTech, Deloitte and Cognizant.

3. Undertaking competitive analysis to monitor and respond to competitive threats, with
decentralised teams able to mobilise quickly to maximise opportunities and manage risk.

4. Ourstrategyinvolves targeted expansioninto adjacent markets, including Early Careers,
supported by the acquisition of eDynamic Learning, alongside increased investmentin
emerging markets with positive demographic trends.

5. Accelerating Pearson Test of English recognition in key student mobility markets through
targeted marketing initiatives to drive growth, alongside expanding our offerings such as the
recent launch of the PTE Express Test to serve the US-bound study market.

6. Theimplementation of a unified brand architecture to clarify Pearson’s product offerings and
plans toreinforce market differentiation in the enterprise sector by leveragingits established
learning and assessment brands.

Link to strategy Targeted market expansion has beenidentified as a key strategic

growth opportunity.

Risk tolerance Medium - thisis a strategic risk associated with successfully selecting
attractive global opportunities and seizing them. We seek to lead the shift to

digitalways of learning and consequently to maintain strong market positions.

Examples of e Substitutes
risks o Market pricing
e Productdifferentiation
e Consumerlearning preferences

Risk contagion Changesinthe competitive marketplace couldincrease portfolio change.

Risk velocity We expect changesin the globallearning market over our five-year
planning horizon, but the timing and pace of such changes is uncertain.
Assessment & Qualifications and Virtual Learning benefit from long-term

contracts, which reduce potential velocity in these business units.
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Risk management continued

Customer expectations risk

Description

Rising end-user expectationsincrease our need to offer differentiated value propositions, risking
margin pressure to meet these expectations and potential loss of sales if not successful.

Movement and outlook

Therisk has remained at amoderate level. Our delivery across business units has met
customer expectations.

Efforts across business units are focused on developing products to enhance customer
experience, such as the implementation of Al for personalised lessons, as exemplified by the
Digital Language Tutor and Al Study Tools launched in 2025. We are also integrating our
assessment capabilities directly into McGraw Hill's K12 curriculum solutions, thereby enhancing
the personalisedlearning experience for students. We have also launched Revibe, an Al-enabled
wearable designed to help individuals build skills in focus, attention and self-regulation, and our
NPS in Virtual Learning remains strong.

The newly established Revenue Operations team aims to enhance the alignment between
marketing, sales and customer success operations, thereby providing Pearson’s customers with
amore seamless experience.

The creation of the Global Enterprise Sales team within Enterprise Learning & Skills
has consolidated Pearson’s enterprise sales efforts into a single, cohesive unit, enabling us to
meet customer needs with a comprehensive suite of solutions.

We expect the outlook to be similar for the next 12 months.

Management actions

1. Monitoring and targeting strong NPS scores, responding to customer feedback.

2. The Group’sdirect to consumer offerings such as Study Prep provide valuable insights
about usage.

3. Ourservice businesses conduct regular reviews with customers to ensure that their
expectations are wellunderstood and met and, where gaps arise, we are taking steps to
address these concerns.

4. Aunified Global Enterprise Sales team sharpens our focus and enables us to better meet
enterprise customers’ needs.

Link to strategy
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Focus on delighting our customers and meeting their expectations.

Risk tolerance

Medium - thisis a strategic risk, and we should be rewarded for
successfully developing and delivering products and services that
learners value. Someriskis acceptedto ensure the customer remains at
the centre of what we do.

Examples of
risks

e Customerexperience
o Dataarchitecture and usage
e Accessibility

Risk contagion

Failure to produce products and services meeting customer
expectations could alsoimpact reputation and responsibility risks.

Risk velocity

Typically, one to three years, aslong-term contracts run off.
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Portfolio change risk

Description

Failure to effectively execute desired orrequired portfolio changes to promote scale or
capability and increase focus on key business units and geographic markets, due to either
execution failures orinability to secure transactions at appropriate valuations.

Movement and outlook

Theriskremains atlow-moderate. In 2025, we announced the acquisition of eDynamic Learning, a
leading Career and Technical Education (CTE) curriculum solutions provider, enabling us to
broaden capabilities and scale our positionin the fast-growing Early Careers space.

We expect the outlook to be similar for the next 12 months.

Management actions

1. Includinginvestment plansin our strategic plans, aligning requirements with business unit structure.

2. ACapital Committee governance structureisin place with an Executive Committee for the review,
analysis and approval of M&A transactions, as well as reviewing integration of acquisitions.

3. Anexperienced Corporate Finance team to execute transactions, supported by a dedicated
post-deal Operations team.

4. PearsonVentures allows us to take stakesin companiesin early funding rounds supporting
growth through innovation.

5. Clearrules of engagement forany M&A activity.

Link to strategy
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Capital allocationis a core element of our strategy.

Risk tolerance

Medium - we seek to carefully balance the opportunity to achieve growth
throughincreasing capability and/or scale with the execution risk of
portfolio change.

Examples of
risks

¢ |dentification of requirements
e Achievingvalue on acquisitions/disposals
¢ Integration of acquisitions

Risk contagion

Failuresin managing portfolio change couldimpact capability and the
ability to meet customer expectations.

Risk velocity

The speed of achieving the full benefits of an acquisition will vary
depending on the size and scope of the acquisition, but typically from
six months for a simple small acquisition, to two years for alarger
complex transaction.
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Risk management continued

Reputation and responsibility risk

Description

Reputational and responsibility risks involve failing to meet obligations and demands of key
stakeholders, including legal, regulatory, ethical and behavioural expectations. These risks
extend beyond direct consequences to include broader societal and cultural perceptions. Risks
arise not only from our actions, but also from being perceived as misaligned with societal
expectations orideological divides, especially in a polarised environment.

Movement and outlook

This risk remains at moderate-high. The market has experienced several high-profile data
breaches andincidents of fraud perpetrated through the use of deep fakes, and training has
beenramped up forboth employees and contractors.

We aim to operate in a highly reputable and responsible manner and so we intend to maintain
strong mitigations to reputation and responsibility risks. However, numerous threats exist
including from those who seek to do harm to the Group or to its customers, including nation-
state actors, organised criminal rings and ransomware attackers, so constant vigilance is
required. We continue to implement targeted initiatives to uplift cyberand data governance
capabilities and protect against emerging threatsin an evolving threat landscape.

Theriskis expected toremain elevated forthe next 12 months.

Management actions

1. DedicatedRisk Management teams throughout Pearson monitor and respond to key risks.
These teams provide regular updates to senior management and report to the Reputation &
Responsibility Committee or Audit Committee asrelevant.

2. Mandatory training for allemployees covers key reputational risks including cyber and
datarisks.

3. Insurance cover, where available, supports the Group financially in the event of
majorincidents.

4. Significantinvestment to ensure highlevels of [T resilience, including enforcement of
multi-factor authentication for all critical systems. Tools are in place to repel cyber threats
and safeguard customerinformation.

5. Atrustand safety governance frameworkisin place that covers data privacy, security and
risk, assessing businessimpacts and ensuring accountability. We also conduct several
industry assessments to benchmark against security best practices, namely National
Institute of Standards and Technology Cyber Security Framework (NIST CSF), the NIST
Privacy Framework (NIST PF) and Security Scorecard.

10.

11.

12.

13.
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Strong financial controls are in place which are monitored by the Controls Steering
Committee and Compliance teams, as well as local management.

AnIncident Management Framework operates for effective incident management across a
wide range of events and concerns. We undertake reviews afterincidents and significant
near-misses to allow lessons to be learned and any remedial actions to be putin place.

A going concernmodelis reviewed by seniormanagement and is completed twice a year, or
more oftenif there is a material event. We have a comprehensive treasury policy that
addresses key financialrisks, including capital risk, liquidity risk, foreign exchange risk and
interest rate risk, with measurable targets and regular reporting to the Audit Committee.

Fraud assessments are completed by business units annually. A Speak-Up/ethics hotline is
available foremployees.

Comprehensive steps to safeguard students are in place including staff vetting, training and
escalation processes. Staff sign an annual Code of Ethics declaration.

Our Government Relations team fosters constructive partnerships with policymakers
and regulatory bodies to ensure we are aware of and have appropriate safeguards
against emerging policy and politicalrisks. It reports regularly to our Reputation &
Responsibility Committee.

Ahighly skilled Legal team, supported by a global network of compliance officers, ensures
ouradherence to all applicable laws and regulations across our worldwide operations.
Governanceisinplace which ensures the timely and accurate reporting of all material and
relevantinformation to comply with UK and US stock exchange regulations, including
protocolsrelating to inside information.
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Link to strategy

Ourreputation and commitment to behaving responsibly underpin our
strategy to be a trusted partner.

Risk tolerance

Low - we seek to be a highly trusted education and learning brand. Any
significant failures could negatively affect our relationship with customers
today andin the future.

Examples
of risks

o Compliance withlaws and regulations

o Cybersecurity

o Dataprivacy

e Fraud

e Insolvency

o Safeguarding

o Testfailure

e Useofthirdparties

e Culture wars/polarisation of political views

Risk contagion

Significant failures in this area could increase our capability and
accreditationrisks and weaken our positionin the competitive
marketplace.

Risk velocity

Reputational risks could have a significantimpactin a short periodin the
event of a significantissue.
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Accountability for principal risks

Foreach of our principal risks (shownin bold), the table below lists the accountable senior executive(s) for each sub-risk. In 2025, we added one new sub-risk, we created a new position of Chief

Otherinformation

Business Officerand we combined the roles of Chief Technology Officer and Chief Information Officer, which has led to changes in accountability (marked in the table below).

Risks

Capability risk

Accountability
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Risks Accountability Change since 2024

Accreditationrisk

Political and regulatory General Counsel and Business No
Unit Presidents

Artificial Intelligence, content and channel risk

Effective method of delivery Chief Product Officerand No

(podcast, video, test, Business Unit Presidents

in-person, online)

Intellectual property protection General Counseland Business No
Unit Presidents

Products and services - Chief Product Officerand No

effective investmentin own Business Unit Presidents

and third-party content

Balance of content creationvs Chief Product Officerand No

content purchased Business Unit Presidents

Speed of innovation Chief Executive Officer, Chief No

Product Officer, Chief Strategy
Officer, Chief Technology Officer
and Business Unit Presidents

Capability in sales Chief Business Officer Yes

Businessresilience General Counsel and Business No
Unit Presidents

Business transformation and change Chief Executive Officerand No
Business Unit Presidents

ITresilience Chief Technology Officerand Yes
Business Unit Presidents

Safety and corporate security General Counsel and Business No
Unit Presidents

Talent Chief Human Resources Officer No
and Business Unit Presidents

Failure to attract talent/ Chief Human Resources Officer No

succession planning

Competitive marketplace risk

Consumerlearning preferences Business Unit Presidents No

Market pricing Business Unit Presidents, Chief Yes
Business Officer

Product differentiation Business Unit Presidents No

Substitutes Business Unit Presidents No
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Risks Accountability Change since 2024 Risks Accountability Change since 2024

Customer expectationsrisk Reputation and responsibility risk

Customer experience Chief Product Officer, Chief Yes Compliance withlaws and regulations ~ General Counsel and Business No

Business Officerand Business
Unit Presidents

Unit Presidents

Cybersecurity Chief Technology Officer Yes
Accessibility Chief Human Resources Officer, No
Chief Product Officer and Safeguarding General Counsel and Business No
Business Unit Presidents Unit Presidents
Data architecture and usage Chief Technology Officer and Yes Test failure Assessment & Qualifications, No
Business Unit Presidents English Language Learning and
Enterprise Learning & Skills
Portfolio change risk Business Unit Presidents
Achieving value on acquisitions/ Chief Financial Officer and Chief No Data privacy General Counsel and Business No
disposals Strategy Officer Unit Presidents
Identification of requirements Chief Executive Officer, Chief No Use of third parties Chief Financial Officerand No
Financial Officer and Chief Business Unit Presidents
Strategy Officer
Polarisation of political views/ General Counsel and Business No
Integration of acquisitions Chief Financial Officer No cultural wars Unit Presidents
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Risk management continued

Significant near-term and emerging risks

The main near-term and emergingrisks are shown in the table below, which also notes accountabilities and where the risk
represents achange since the previous year.

Climate transition

Description

Risks relating to sustainability and climate are outlined

Accountability

General Counsel

Classification and change

since 2024

Emergingrisk.

We identify and monitor emerging and near-term significant
risks in several ways:
e Horizonscanning by teams

¢ Consulting with external advisers and subject
matter experts

¢ Drawingon external and academic publications such as the

onpages 45-49. Expectations around climate change anq Busmess No change. World Economic Forum Global Risk Report
commitments and measurements change ona Unit Presidents
regularbasis. e Keepingup to date with regulatory changes and
industry benchmarks
Economic changes Economic changesincluding high globalinflationrisks, Chief Financial Significant « Bottom-up reviews by the management of each
recessionsin global markets, high interest rates and Officer, Chief near-termrisk. business unit
supply chain disruption couldincrease the cost of Executive Officer No change. « Atop-down review of the business risk registers to identify
production for Pearson and put pressure on school, and Business any new or emerging risks
enterprise and consumer budgets, reducing demand Unit Presidents
forour products and services. Emergingrisk management ensures that potential threats are
identified early, withresponse plans assessed to strengthen
Tax The outcome of tax decisions relating to prior year Chief Financial Significant the Group’s readiness should they arise. Our processes are
transactions in Brazil and the UK could lead to significant ~ Officer near-termrisk. designed to detect new and evolving risks promptly and to
cashcosts. No change. analyse themin depth to understand the potentialimpact on
the Group.
Sanctions and High levels of geopolitical volatility have led to the Chief Executive Significant
geopolitics increased use of sanctions, which could inhibit our Officerand near-termrisk.
ability to trade or, ifinadvertently breached, could lead General Counsel No change.

to fines, penalties and actions against officers.

We have officesinIsrael, which could be affected by the
ongoing conflictin the region, and further new conflicts
also poserisks.
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Risk assessment of prospects
and viability

Corporate planning process

The Board assessed the prospects of the Group using the
Group’s five-year plan, reviewing going concern over the
period to 30 June 2027 and viability to 31 December 2030. The
five-year period corresponds to Pearson’s strategic planning
process, whichis discussed by the Board atleast annually and
represents the time over which the Group canreasonably
predict market dynamics and the impact of additions to the
product portfolio.

The strategic plan takes account of arange of factorsincluding
market conditions, the likely impact of principal and other
significant risks to the Group, product and capital investment
levels, as well as available funding. Pearson’s strategy and
business model are discussedin more detail on pages 12-16.

Viability assessment approach and outputs

Base case five-year plan

In considering going concern and the viability of the Group, the
five-year planwas used as the base case model for
assessment. Sales, profits and cash are forecast to growin the
base case. The company orits subsidiaries have no debt
maturities within the going concern assessment period.

Severe but plausible downside model

A severe but plausible model was prepared based on the base
case adjusted for the probability-weighted impact of all
principal risks as well as other significant risks. The netimpact
of the risks modelled was to reduce free cash flow during the
18-month going concern assessment period by 41%.

At 31 December 2025, the Group had available liquidity of
£1.3bn comprising central cash balances and the undrawn
element of its $1.8bn Revolving Credit Facilities (RCFs)
maturing June 2028 and February 2029. While the current
extension options forboth RCFs allow for a potential maturity in
2030, consistent with historical practice, Pearson anticipates
refinancing the facility within the next five years to ensure
liquidity beyond the testing period.

Financial statements

Otherinformation

Under the severe but plausible downside case, the Group
would maintain comfortable liquidity headroom and sufficient
headroom against covenant requirements during the period
under assessment before considering mitigating actions.

Reverse stress tests

Two reverse stress tests were modelled to determine the
reduction in profit versus the plan that would be required to
exhaust liquidity.

In the case of the going concern assessment, the profit
reduction needed before 30 June 2027 was calculated. The
model showed that significant profit declinesin excess of the
severe but plausible scenario were required in both 2026 and
2027 to exhaust liquidity.

Forviability, the profit reduction and consequent reductionin
cash flow needed to exhaust liquidity in 2030 was calculated,
requiring a cumulative reductionin excess of those identifiedin
the severe but plausible downside case.

Conclusion

Based on theresults of these procedures, and considering
the Group’s strong balance sheet, the Directors have a
reasonable expectation that Pearson will be able to continue
in operation and to meetits liabilities as they fall due over the
five-year period ending 31 December 2030. Further details
of the Group’s liquidity are shown in the Financial review on
pages 25-31.

Below are the majorinputsincludedin the severe but
plausible scenario:

Accreditation

o Risksassociated with potential political and regulatory
changesin US Student Assessment, UK & International
Qualifications and Virtual Learning

e Migrationpolicy changesinkey markets and the effect
they may have on demand and market size for Pearson
Test of English

Al, Content and Channel

e Lossof salesdue to Al-relatedrisks and poor choice of
contentand/or channel
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Capability

o Risksassociated with transformation and efficiency
programmes if not executed orimplemented with sufficient
speed, or failure to deliver successfully

¢ Strategicinitiatives and partnerships affecting short-term
capability risk
Competitive Marketplace

e Long-term competitive pressure on US Student
Assessment contracts

e Revenue declinesinHigher Education due to demographic
shifts as well as the general competitive environment

« Enrolment growth declinesin Virtual Learning

o Strategicinitiatives and partnerships affecting short-term
competitive market risk

¢ Challenging market environmentin English
Language Learning

Customer Expectations

« Additional costs to provide higherthan planned
functionality and levels of user experience

Portfolio Change
e Failure to achieve anticipated acquisition synergies

Reputation and Responsibility

e Potential cyberand databreaches negatively impacting
reputation on an ongoing basis

e Potential safeguardingincidents negatively impacting
reputation on an ongoing basis

Recession and inflation

o Potentialforincreased costs and lower sales because of a
weak macro environment





