SCHEDULE SB Single-Employer Defined Benefit Plan il )
(Form 5500) Actuarial Information 2018

Department of the Treasury
Internal Revenue Service

This schedule is required to be filed under section 104 of the Employee

Department of Labor _ Retirement Income Security Act of 1974 (ERISA) and section 6059 of the This Form is Open to Public
Employee Benefils Security Adminlstration Internal Revenue Code (the Code). Inspecption
Pension Benefit Guaranty Corporation
) File as an attachment to Form 5500 or 5500-SF.
For calendar plan year 2018 or fiscal plan year beginning 01/01/2018 and ending 12/31/2018
p

P Round off amounts to nearest dollar.
P Caution: A penalty of $1,000 will be assessed for late filing of this report unless reasonable cause is established.

A Name of plan B  Three-digit
PEARSON INC. PENSION PLAN plan number (PN) > 001
C Plan sponsor's name as shown on line 2a of Form 5500 or 5500-SF D Employer Identification Number (EIN)
PEARSON EDUCATION, INC. 22-1603684
E Typeof plan: E Single I:l Multiple-A D Multiple-B F Prior year plan size: |:| 100 or fewer D 101-500 @ More than 500
| Part | ‘ Basic Information
1  Enter the valuation date: Month 01 Day 01 Year 2018
2  Assets:
@ MATKEE VAIUE........o.eeieeeeeeeeeeeeemetetceemeeeatsssaasessseanaes sasmsasesseanaeanesasaneseanassstsnesees e s s st s asattasssaneesnaneasneseraeasd 2a 128,577,757
D ACIUBHA] VAIUE ......eoeeceeceeeceeescessceaeevassesesssessesssesss seaesssassesnesasseeessessess s sss s sesbence e et st st ent et s e eeras 2b 122,930,616
3 Funding target/participant count breakdown (1) Number of (2) Vested Funding | (3) Total Funding
participants Target Target
a For retired participants and beneficiaries receiving payment .........ccccoceoerivrenncncnes 869 56,771,462 56,771,462
b For terminated vested PartiCiPants ..............ceeeseeeremsesssessesssrmsssssesssesseasssesesssseseass 2,001 42,459,469 42,459,469
C For active participants ...........cccuirsrcerssnsamsssessesisaneris 1,063 20,372,572 20,372,572
O TOUAN siiasnuiiaviisinis s msssmaissa v oot A s SN S 3,933 119,603,503} 113,603,503
4 Ifthe plan is in at-risk status, check the box and complete fines (a) and (b)..........cccourvreureruenne |:|
a Funding target disregarding prescribed at-risk assUmpions.........cc..oocnecinc s 4a
b Funding target reflecting at-risk assumptigns, but disregarding tra!nsition rule for plans that have been in 4b
at-risk status for fewer than five consecutive years and disregarding loading factor ..........ccccvviiciiiiiicniinniniann
B EECHVE INEEIESE FALE........ce.eeeecveveeeeeeeeeaceecaeeaeseeaeaseassssessssaneas seeesesesneseaseassneasssesseemeesemeenseeeseeaseesseasrassssssessensssesnes 5 5.51%
6 TATGEL NOMNAI COSE ....voeveeeoecvticteetectresties b et bbbt b st e bbb bbb bbb bbb 6 850,000

Statement by Enrolled Actuary

To the bast of my knowledgse, the informatlon supplied in this schedule and panying sched its and attachments, if any, is complete and accurate. Each prescribed assumplion was applled in
accordance with applicable law and regulations. In my oplnlon each other assumplmn Is masonable (taking into account the experience of the plan and reasonable expectations) and such other assumptions, in
combination, offer my best estimate of anticlpated experience under the plan.

HERE b~ [o/3 25t

Signature of actuary Date
Joseph Gamzon 1706924
Type or print name of actuary Most recent enroliment number
Willis Towers Watson US LLC 212-309-3400
Firm name Telephone number (including area code)
200 Liberty Street
New York NY 10281
Address of the fim
If the actuary has not fully reflected any regulation or ruling promulgated under the statute in completing this schedule, check the box and see D
instructions
For Paperwork Reduction Act Notice, see the Instructions for Form 5500 or 5500-SF. Schedule SB (Form 5500) 2018

v. 171027
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Part Il Beginning of Year Carryover and Prefunding Balances
(a) Carryover balance (b) Prefunding balance

7 Balance at beginning of prior year after applicable adjustments (line 13 from prior

VBA)...oeeeeereeesereeeesesensessssssasanessasasasssssassssssas it emsas 19,152,019
8 Portion elected for use to offset prior year's funding requirement (line 35 from prior

VBATY uiitviiivssamiescisies S o S (oo VAV A 3,337,041
9 Amount remaining (N 7 MINUS lINE B)...........c.ererererersarsnesrsesmssssrmmssemsessssmsmnsaressssees 15,814,978
10 Interest on line 9 using prior year's actual return of __12.28% 1,942,079
11 Prior years excess contributions to be added to prefunding balance:

a Present value of excess contributions (line 38a from prior year)............ccoecvenenenee 0

b(1) interest on the excess, if any, of line 38a over line 38b from prior year

Schedule SB, using prior year's effective interest rate of 5.72%..n... 0
b(2) Interest on line 38b from prior year Schedule SB, using prior year's actual
=3 0114 O OO 0

C Total available at beginning of current plan year to add to prefunding balance............... 0

d Portion of (c) to be added to prefunding balance............ccccoeimrmrerermsmnmrescracsesinenes 0
12 Other reductions in balances due to elections or deemed elections...............ccccvcuee... 0
13 Balance at beginning of current year (line 9 + line 10 + line 11d —line 12).................. 17,757,057

Part Il Funding Percentages

14 Funding target attainment percentage 14 87.93%
15 Adjusted funding target attaiNMent PEFCENAZE. .........imvuuriissisissssmssssssssssssssssssenssssassssasssssnnsssmssasesssssssssonsas 15 | 102.78%
16 Prior yeal’s. funding percentage for purposes of determining whether carryover/prefunding balances may be used to reduce current 16

YEar's funding rEQUITEMENE ..........veceuevveveeesecrereosmeesesssnssessasesssnsssssssanssassas .. 90.39%
17 Ifthe current value of the assets of the plan is less than 70 percent of the funding target, enter such percentage. ........ccccoenrrerenee.. 17 %

Part IV Contributions and Liquidity Shortfalls

18 Contributions made to the plan for the plan year by employer(s) and employees:

(a) Date (b) Amount paid by {c) Amount paid by (a) Date ({b) Amount paid by (¢) Amount paid by
(MM-DD-YYYY) employer(s) employees (MM-DD-YYYY) employer(s) employees
Totals > | 18(b) 0| 18(c) | 0
19 Discounted employer contributions — see instructions for small plan with a valuation date after the beginning of the year:
a Contributions allocated toward unpaid minimum required contributions from prior years.............cccooeiiieiencnd 19a
b Contributions made to avoid restrictions adjusted to valuation date .............ceucumrermmcrsinemneranseneeiesenssnsessneeesenss 19b 0
C Contributions aflocated toward minimumn required contribution for current year adjusted to valuation date...................| 19€ 0
20 Quarterly contributions and liquidity shortfalls:
a Did the plan have a "funding shortfall” for the PHOr YEAr?.........ccueieesierteme st s s s s @ Yes D No
b Ifline 20a is “Yes," were required quarterly installments for the current year made in a timely manner?...........ooeeoneecnnnnenns |)_(] Yes |_| No
C Ifline 20a is “Yes," see instructions and complete the following table as applicable:
Liquidity shortfall as of end of quarter of this plan year
(1) 1st (2) 2nd (3) 3rd (4) 4th
0 0 0 0
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PartV |Assumptions Used to Determine Funding Target and Target Normal Cost

21 Discount rate:

8 Segment rates: st ?9'33":/0 R o []N/A, full yield curve used
b Applicable month (enter code)... e e e e 21b 4
22 Weighted aVerage retifeMENt AQE ...............srmrrmisimssssserssansissssssssssinssssssssisssisiapsssasesssnssassssasessesssssessassssressees 22 63
23 Mortality table(s) (see instructions) Prior regulation: [] Prescribed - combined [ Prescribed - separate [] substitute
Current regulation: |:| Prescribed - combined D Prescribed - separate D Substitute

Part VI |Miscellaneous items

24 Has a change been made in the non-prescribed actuarial assumptions for the current plan year? If “Yes,” see instructions regarding required

Do Lt LSO P PSP e ST T T SRR IR R e @ Yes D No
25 Has a method change been made for the current plan year? If “Yes,” see instructions regarding required attachment. ... |:| Yes No
26 Is the plan required to provide a Schedule of Active Participants? If “Yes,"” see instructions regarding required attachment. ...........c.ccocce @ Yes I:I No
27 Ifthe plan is subject to alternative funding rules, enter applicable code and see instructions regarding 27

LT 0= Vo0 111 1L Tt

Part VIl |Reconciliation of Unpaid Minimum Required Contributions For Prior Years

28 Unpaid minimum required contributions for all PriOr YIS ..........wssssessssiisssissimmmissasssessssssssessssssssnsasassssasasensess 28 0
29 Discounted employer contributions allocated toward unpaid minimum required contributions from prior years 29

(lIN8 198).....ececvecuiacsiasisseaimrssbabas et e .
30 Remaining amount of unpaid minimum required contributions (line 28 MINUS liNE 29) ........ocinisimmirssinssissiesiseniens) 30 0

Part VIl |Minimum Required Contribution For Current Year

31 Target normal cost and excess assets (see instructions):

@ Target NOMMAI COSE (N8 B)...vcvuceussrirsusssecememsremmssressssssssssessmssssssssssssnsssssasasssosesssassssassessasssssssrsss st | 31a 850,000

b Excess assets, if applicable, but not greater than lINE 318 ...........coeveeseeesesersseessmssems e ron st em st sasea e 31b 0
32 Amortization installments: Outstanding Balance Instaliment

a Net shortfall amortization installment.............cccooeeriicimnie s 14,429,944 3,215,842

b Waiver amortization insStallMent ..............o.crmeieeeimincmsasisiarassassanienss 0 0
33 If a waiver has been approved for this plan year, enter the date of the n.JIing letter granting the approval 33

(Month Day Year ) and the waived amount ... 0
34 Total funding requirement before reflecting carryover/prefunding balances (lines 31a - 31b + 32a + 32b - 33).... 34 4,065,842

Carryover balance Prefunding balance Total balance

35 Balances elected for use to offset funding

FEQUITEMENL. ......oeovvreereeneerererssreesessesssssssnsressneanes 0 4,065,842 4,065,842
36 Additional cash requirement (line 34 MINUS iNE 35).........ovrrurermerermmseemssssassssssssansssssiss s sasenssesassaesasenassnss 36 0
37 1C;cr:|)tn'butions allocated toward minimum required contribution for current year adjusted to valuation date (line 37 0
38 Present value of excess contributions for current year (see instructions)

a Total (excess, if any, of line 37 over liNe 36) ......cccimwiriricenssasssicsnssissnnns . 38a 0

b Portion included in line 38a attributable to use of prefunding and funding standard carryover balances ........., 38b 0
39 Unpaid minimum required contribution for current year (excess, if any, of line 36 over line 37) 39 0
40 Unpaid minimum required contributions for all years .. 40 0
Part IX ] Pension Funding Relief Under Pension Relief Act of 2010 (See Instructlons)
41 If an election was made to use PRA 2010 funding relief for this plan:

a Schedule elected ..........cceune e — = i -..[]2plus 7 years [ ]15years

b Eligible plan year(s) for which the election in fing 412 Was Made .......c.....ccuwrirerersessessssessessesscssnss []2008 []2009 []2010 [] 2011




SCHEDULE SB ATTACHMENTS

Schedule SB, Line 24
Change in Actuarial Assumptions

The following changes in assumptions were made as part of this valuation:
m The PEP crediting rate has been updated to reflect current economic conditions as follows:

m 2017 plan year valuation: 2.35% for 2017; 3.20% for 2018-2022; 4.00% for 2023-2027 4.50%
thereafter.

m 2018 plan year valuation: 2.78% for 2018; 2.80% for 2019-2023; 4.00% for 2024-2028 4.50%
thereafter.

Plan related expenses have increased from $840,000 for the 2017 plan year to $850,000 for the 2018
plan year.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Schedule SB, Line 32

Schedule of Amortization Bases
as of January 1, 2018

Remaining
Date Amortization Outstanding Amortization
Type of Base Established Period (Years) Balance Payment

1. Shortfall 01/01/2018 7.00000 4,403,076 718,801
2. Shortfall 01/01/2017 6.00000 4,636,404 858,409
3. Shortfall 01/01/2016 5.00000 1,756,308 378,780
4. Shortfall 01/01/2015 4.00000 619,111 163,816
5. Shortfall 01/01/2014 3.00000 2,695,919 933,406
6. Shortfall 01/01/2013 2.00000 319,126 162,630
Total 14,429,944 3,215,842

Plan Name: Pearson Inc. Pension Plan

EIN / PN: 22-1603684/001

Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Schedule SB, Line 22
Description of Weighted Average Retirement Age
as of January 1, 2018

Plan Name: Pension Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education,

Inc.

Valuation Date: January 1, 2018

The average retirement age for Line 22 was calculated by creating a hypothetical life table
with retirement as the only decrement, and then computing the average retirement age for
the table.

e L S O b xesPss=Ix/lss  OX*Ix/lss X T Qx b/ lss

55 0.05 1,000 1.000000  0.050000 2.750000
56 0.02 950 0.950000 0.019000 1.064000
57 0.02 931 0.931000 0.018620 1.061340
58 0.03 912 0.912380 0.027371 1.587541
59 0.05 885 0.885009  0.044250 2.610775
60 0.05 841 0.840758 0.042038 2.522275
61 0.06 799 0.798720 0.047923 2.923316
62 0.20 751 0.750797 0.150159 9.309883
63 0.08 601 0.600638 0.048051 3.027214
64 0.30 553 0.552587 0.165776 10.609663
65 0.80 387 0.386811 0.309449 20.114153
66 0.80 77 0.077362 0.061890 4.084720
67 1.00 15 0.015472 0.015472 1.036653

Average age at retirement 62.701534

Rounded for Schedule SB item 22 63

Plan Name: Pearson Inc. Pension Plan

EIN/ PN: 22-1603684/001

Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Schedule SB, Line 26

Schedule of Active Participant Data as of January 1, 2018

All monetary amounts shown in US Dollars

Attained Years of Credited Service and Number and Average PEP Balance

Attained
Age 3 4 5-9 10-14 25-29 30-34 35-39 40 & Over Total
Under 25
25-29
30-34
35-39 16 7 4 2 29
$11,643
40-44 51 34 34 35 3 3 160
$1,584 $3,694 $4,450 $6,838 $37,678
45-49 32 33 36 78 11 17 1 208
$2,154 $5,428 $7,942 $11,137 $96,270
50-54 25 18 38 116 7 21 5 231
$4,418 $12,497 $16,691 $33,278 $235,209
55-59 27 14 21 91 1 39 2 197
$4,642 $13,366 $20,389 $38,054 $398,859
60-64 22 11 19 74 1 21 4 159
$5,877 $20,924 $44,975 $417,210
65-69 7 6 6 22 1 7 2 3 61
$21,238 $253,574
70 & over 2 3 7 1 1 18
Total 182 123 161 425 24 109 12 2 4 1,063
$29,087 $49,699 $87,799| $120,610| $105,872| $347,322 1,828,622
Average: Age 53 Number of Participants: Fully vested 1,063 Males 474
Service 4 Partially vested Females 589

Census data as of January 1, 2018

Plan Name:

EIN / PN:

Plan Sponsor:

Valuation

Date

Pearson Inc. Pension Plan
22-1603684/001
Pearson Education, Inc.
January 1, 2018



SCHEDULE SB ATTACHMENTS

Schedule SB, Part V

Statement of Actuarial Assumptions/Methods
Plan Sponsor

Pearson Education, Inc.

EIN/PN
22-1603684/001

Discount Rates Current plan year Prior plan year

PPA effective interest rate: 5.51% 5.72%

3-Segment Rates for current plan Reflecting stabilized Not reflecting stabilized
year interest rates interest rates

m First segment rate 3.92% 1.75%

m  Second segment rate 5.52% 3.76%

m Third segment rate 6.29% 4.66%

Applicable month September

The basis chosen was selected by the plan sponsor from among choices prescribed by law, all of
which are based on observed market data over certain periods of time.

Assumed Cost of Living Adjustments

None.

Inclusion Date

The valuation date coincident with or next following the date on which the employee becomes a
participant.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Plan related Expenses

The 2018 plan related expenses are $850,000. Our understanding is that Pearson expects to pay
PBGC Premiums and actuarial fees from the trust. Other plan related expenses are not expected to be
paid from the trust.

Mortality

For all participants: Separate IRS-prescribed annuitant and non-annuitant tables with “static” projection
of assumed mortality improvements based on RP-2000 projected with Scale AA.

Pearson, Inc. has made a one-time election to defer adoption of the new IRS mandated mortality tables
until 2019.The mortality assumption used is in accordance with IRC §430(h).

Retirement

For purposes of determining the Funding Target and Target Normal Cost (both disregarding at-risk
assumptions), the rates at which participants retire by age and gender are shown below:

Probability of Retirement

55 5%
56 2%
57 2%
58 3%
59 5%
60 5%
61 6%
62 20%
63 8%
64 30%
65 80%
66 80%
67 100%

Assumptions represent a best estimate of future experience with periodic monitoring of observed gains
and losses caused by retirement patterns different from assumed.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Disability Rates (per 100 employees)

None.

Compensation Increases

Not applicable

Future Increases in Social Security

Social Security benefits are assumed to increase in the future due to increases in the national average
wage index of 2.50% per year, compounded annually, and due to increases in the cost of living of
1.50% per year, compounded annually.

Future Increases in Maximum Benefits

Accrued benefits projected to be paid in future years are limited to the maximum presently allowed
under IRC §415. No provision is made for future increases in the maximum annual benefit.

Representative Termination Rates (per 100 employees) not Due to Disability, Retirement or
Mortality

Probability of Termination

25 13.6%
30 10.1%
35 7.9%
40 6.5%
45 5.5%
50 4.5%
55 and over 0.0%

The above rates represent the ultimate rate of the Select & Ultimate Table.

Assumptions represent a best estimate of future experience with periodic monitoring of observed gains
and losses caused by termination patterns different from assumed.

Actuarial Increases

For terminated vested participants older than the normal retirement age at the valuation date, an age
65 accrued benefit with no actuarial increases is used. Many of these participants are unable to be
located or are likely deceased offsetting any required actuarial increases.

Form of Payment

For valuation purposes, 100% of participants are assumed to elect a lump sum option at termination.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Lump Sum Conversion Rate

We have assumed a conversion rate equal to the valuation discount rate.

PEP Increase Crediting Rate

For purposes of increasing a participant’'s PEP balance for the current valuation, we have assumed an
increase rate of 2.78% for 2018, which is equal to the September, 2017 30-year treasury rate. For
calendar years 2019-2023, 2.80% was used. For calendar years 2024-2028, 4.00% was used. For
calendar years thereafter, 4.50% was used.

Marriage

For purposes of valuing the pre-retirement surviving spouse’s benefit, 80% of eligible participants are
assumed to be married and male spouses are assumed to be 3 years older than female spouses.

Assumptions represent a best estimate of future experience with periodic monitoring of observed gains
and losses caused by patterns different from assumed.

Employees

It was assumed there will be no new or rehired employees.

Plan Compensation

Not applicable.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018



SCHEDULE SB ATTACHMENTS

Asset Method

Under this method, the valuation assets are equal to the average of three values (all determined
without regard to receivable contributions), the result increased by the discounted present value of
contributions expected to be made after the valuation date based on the prior plan year PPA effective
interest rate. This amount is then subject to a 10% corridor around the market value of assets
(including the discounted present value of receivable contributions) as of the valuation date. The three
values used to develop the average value are: the market value of assets as of the current valuation
date, the adjusted market value of assets as of the prior valuation date and the adjusted market value
of assets as of the second prior valuation date. The adjusted market value as of a relevant valuation
date is equal to the market value of assets as of the prior valuation date increased by actual plan
contributions and assumed return on plan assets and decreased by actual plan disbursements after
that date until the current valuation date.

Participant Data

Employee data was supplied via e-mail as of the valuation date. Data on persons receiving benefits
was also supplied via e-mail on a listing from the plan administrator.

Tax Policy

The actuarial valuation performed for the plan year ending December 31, 2018 is used to determine
the maximum deductible contribution for the tax year ending December 31, 2018.

Benefits not Included in Valuation

None.

Changes in Assumptions and Methods Since Last Actuarial Valuation
The following changes in assumptions were made as part of this valuation:

m The discount rate assumption changed from the three-segment rates for the month of September
2016 to the three-segment rates for the month of September 2017. This reflects the stabilized
segment rates under funding relief for the 2018 plan year.

m The PEP crediting rate has been updated to reflect current economic conditions as follows:

m 2017 plan year valuation: 2.35% for 2017; 3.20% for 2018-2022; 4.00% for 2023-2027 4.50%
thereafter.

m 2018 plan year valuation: 2.78% for 2018; 2.80% for 2019-2023; 4.00% for 2024-2028 4.50%
thereafter.

m The required mortality table used to calculate the funding target and target normal cost was
updated to include an additional year of projected mortality improvements.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018
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m Plan related expenses have increased from $840,000 for the 2017 plan year to $850,000 for the
2018 plan year.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018
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Schedule SB, Part V

Summary of Plan Provisions
Plan Sponsor

Pearson Education, Inc.

EIN/PN
22-1603684/001

Plan Freeze

Effective December 31, 2001, except for participants described as “grandfathered participants” below,
all benefit accruals under the plan were frozen. PEP balances, as described below, as of December 31,
2001 will earn an annual return of 5% or the rate of return under Section 417(e) of the Internal Revenue
Code, if less than 5%.

The AGS benefits were frozen as of December 31, 2005 and benefits for former participants of the
AGS plan are determined under the AGS plan’s provisions.

Effective December 31, 2014, additional benefits under the plan were frozen for all remaining active
participants.

Plan Year

The twelve-month period ending December 31, 2018.

Coverage and Participation

An employee becomes a participant on the first day of April, July, October, or January, following the
completion of 3 months of service, working at least 20 hours a week.

Vesting Service

The accrued benefit is payable unreduced at normal retirement date if termination of employment is
after either (a) 3 or more years of vesting service, or (b) attainment of Normal Retirement Age.

Average Annual Compensation

Average annual compensation for the five highest consecutive calendar years out of the most recent
ten calendar years.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018
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Normal Retirement Benefit

m  Normal Retirement Date: The first day of the month following attainment of age 65.

m Former Addison Wesley Longman employees’ Normal Retirement Date is the first day of the month
when the participant attains age 65.

m  Retirement Benefit: A lump sum equal to the product of Average Annual Compensation and the
Aggregate PEP percentages as determined by the formula below:

Attained Age on Date of Allocation PEP Percentage

Under age 30 3%
30-39 4%

40 -49 5%
50 - 59 6%
60 and over 8%

Grandfathered Benefit

For employees who participated in the Pearson Inc. Pension Plan before January 1, 1998 — If a
participant is at least age 50 and has at least five years of benefit service as of December 31, 1997,
then he will continue to earn benefits under the prior formula for up to five years. At the end of the five-
year period (December 31, 2002) or, if earlier, the date of termination of employment, the final
retirement benefit will be the greater of the benefit calculated under the PEP formula for all years of
benefit service (but not past December 31, 2014) or the minimum benefit as of December 31, 2002.

Addison Wesley Longman Retirement Plan (Prior Plan) participants as of November 30, 1998 (prior to
the merger with Simon & Schuster Education) — If a participant is at least age 45 and has at least ten
years of benefit service as of November 30, 1998 then the final retirement benefit will be the greater of
the benefit calculated under the PEP formula or the Prior Plan formula for all years of service (but not
past December 31, 2014). Effective as of October 1, 2002, an AWL Participant who was employed by
Harper Collins prior to April 1, 1996 and who was transferred to AWL as of April 1, 1996 will be deemed
to satisfy the requirements of the prior sentence if he had attained age 45 and had at least ten years of
vesting service as of November 30, 1998.

Simon & Schuster Education employees who became a participant in the Addison Wesley Longman
Retirement Plan on November 30, 1998 — If a participant is at least age 45 and has at least ten years of
vesting service, then the final retirement benefit will be the greater of the benefit calculated under the
PEP formula for benefit service after November 30, 1998 or under the Addison Wesley Longman
Retirement Plan formula for all years of service (but not past December 31, 2014) offset by the vested
benefit under the Viacom Pension Plan as of November 30, 1998.

Employees who were actively working on January 1, 2000 and participated in the former Financial
Times U.S. Retirement Plan ("FT Plan") shall be entitled to receive the larger of (a) a benefit based on

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018
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the current plan formula or (b) a benefit based on the FT Plan formula (but not past December 31,
2014).

The above grandfathered benefit will be reduced by the actuarial equivalent value of Extra DC
Contributions as of date of termination (December 31, 2002 for Pearson Inc., Interactive Data
Corporation and Penguin Group Inc.; December 31, 2014 for other grandfathered participants).

The Extra DC Contributions are as follows: The accumulated value of company contributions in excess
of 3% per year under the Pearson Retirement Plan, assuming the participant contributes at least 6%
per year, for years beginning January 1, 2002. This amounts to 2.75% of pay plus the Additional
Annual Contribution described below, based on age at December 31, 2001. The assumed rate of
investment earnings on this balance is 7% per year.

The Additional Annual Contribution requires at least 10 years of service as of December 31, 2001 and
depends on age as of that date as described in the following schedule:

Age at 12/31/2001 Additional Annual Contribution
39 and under 0.0% of pay
40-44 0.5% of pay
45-54 1.0% of pay
55 or more 1.5% of pay

Accrued Benefits

A PEP lump sum is increased by interest from date of termination to age 65. The annuity amount is equal
to the actuarial equivalent value of the accumulated PEP balance at age 65. The interest rate is the lesser
of 5% per year or the 30-year Treasury securities rate.

Early Retirement Date

The first day of any month prior to normal retirement date following attainment of age 55 and completion of
5 years of vesting service.

Disability Retirement
Participants continue to earn service for the period they are eligible for Long-term Disability benefits and
have not elected to receive a pension benefit.

Death Benefits

If a participant dies while actively employed, the beneficiary is entitled to a survivor benefit at least as
valuable as the PEP account balance at the time of death. If a participant dies after termination of
employment, and is vested, the only death benefit is the qualified pre-retirement surviving spouse annuity.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
Plan Sponsor: Pearson Education, Inc.

Valuation Date January 1, 2018
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Late Retirement

Plan provides a suspension of benefits notice for active participants who are employed past Normal
Retirement Age.

Changes in Plan Provisions since Last Actuarial Valuation

None.

Plan Name: Pearson Inc. Pension Plan
EIN / PN: 22-1603684/001
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Schedule SB - Statement by Enrolled Actuary

Plan Sponsor Pearson Education, Inc.
EIN/PN 22-1603684/001

Plan Name Pearson Inc. Pension Plan
Valuation Date January 1, 2018

Enrolled Actuary Joseph Gamzon

Enroliment Number 17-06924

The actuarial assumptions that are not mandated by IRC § 430 and regulations, represent the
enrolled actuary's best estimate of anticipated experience under the plan, subject to the following
conditions:

The actuarial valuation, on which the information in this Schedule SB is based, has been prepared in
reliance upon the employee and financial data furnished by the plan administrator and the trustee.
The enrolled actuary has not made a rigorous check of the accuracy of this information but has
accepted it after reviewing it and concluding it is reasonable in relation to similar information furnished
in previous years. The amounts of contributions and dates paid shown in Item 18 of Schedule SB
were listed in reliance on information provided by the plan administrator and/or trustee. The weighted
average retirement age shown in Line 22 of Schedule SB was calculated by creating a hypothetical
life table with retirement as the only decrement, and then computing the average retirement age for
the table.



