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To Our Shareholders:

During the second quarter of 2001, the Company experienced a 35% revenue increase from the same
period last year. All divisions performed well in the quarter, led by growth in the School Division; as
well, the Trade Division began to stabilize after months of turmoil in the retail marketplace. Part of the
increase is aresult of timing, as some orders expected for the first quarter were subsequently received
in the second quarter. This corrected the shortfall in the first quarter and increased revenuesin the first
six months by 17.3% over the same period in 2000.

Second-quarter expenses were 12% above prior year, reflecting volume-related costs of sales and
higher plant cost amortization.

Higher Education Division

Second-quarter revenues grew by 7% from the same period in 2000, continuing the growth trend
experienced each quarter over the past three years. Expanded product offerings and improved
editorial, sales, and marketing alignment continue to increase our market share in this competitive
environment. The Higher Education Division continues to concentrate its efforts and resourcesin
focused discipline areas and under-served sales territories.

School Division

Revenue grew by an impressive 46% in the second quarter from last year. Implementation of the
Grades 7 and 8 Science curriculum in Alberta accounts for slightly more than half of the sales increase.
The balance mainly results from the timing of sales referred to above. The School Division is enjoying
success in Alberta, asit captured the dominant market share for the Science program.

Trade, Professional and Medical Division

Revenues increased 96% over 2000 second-quarter revenues; this was the result of two factors. First,
Trade sales are slowly gaining ground as the consolidation of the country’s major book retailersis
nearing its completion in the second quarter. Second, this quarter, while only stabilizing, compared
very favourably to ayear ago when the market upheaval had just begun and revenues fell, exacerbated
by heavy returns.

Outlook for the Remaining Months

We expect the Higher Education and School Divisionsto achieve their revenue targets at above-
industry-average rates, as our efforts to expand publishing in selected discipline areas, complemented
by our focus on marketing and sales, will continue to produce results. We anticipate that Trade sales
will recover from the challenges of last year’s retail environment. Returns, on the other hand, will
remain high as consolidation will likely end with a number of retail stores closing.

Overal, the company iswell positioned to achieve strong sales and profit growth in 2001, continuing
with the trend seen in the first half of the year.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS
(unaudited)

(In Thousands of Dollars)

As of June 30, 2001 December 31, 2000
ASSETS
Current
Cash $ — $ 8,133
Accounts receivable 13,730 15,866
Income taxes recoverable 2,996 427
Due from affiliated companies 7,010 7,197
Inventories 18,084 15,214
Prepaid expenses and other assets 664 736
Future income tax assets 1,611 1,611
Total current assets 44,095 49,184
Capital assets, net 19,220 19,533
Pre-publication costs 4,107 4,699
Contracts, copyrights, trademarks, agency rights, and goodwill 398 405
Total assets $67,820 $73,821
LIABILITIES
Current
Bank indebtedness $ 508 $ —
Accounts payable and accrued charges 3,771 7,245
Due to affiliated companies 13,961 15,840
Total current liabilities 18,240 23,085
Future income tax liabilities 1,845 1,845
Total liabilities 20,085 24,930
SHAREHOLDERS EQUITY
Share Capital
Authorized — 5,000,000 common shares
I ssued and outstanding — 1,996,638 common shares 1,997 1,997
Retained Earnings 45,738 46,894
Total shareholders equity 47,735 48,891
Total liabilities and shareholders equity $67,820 $73,821



McGRAW-HILL RYERSON LIMITED

STATEMENTSOF INCOME/(LOSS)

(unaudited)
(In Thousands of Dollars except per share data)
Three months ended June 30 Six months ended June 30
2001 2000 2001 2000

Revenue

Sales less returns $ 15,343 $ 11,318 $ 23,944 $ 20,665

Other 380 369 843 472

Total revenue 15,723 11,687 24,787 21,137
Expenses

Operating 6,737 5,161 10,467 9,372

Editorial, selling, general, and administrative 6,949 7,119 12,377 12,539

Amortization 1,455 984 3,176 1,832

Exchange gain (443) (86) (119) (45)

Interest 4 2 7 5

Total operating expenses 14,702 13,180 25,908 23,703
Income/(loss) before taxes 1,021 (1,493) (1,121) (2,566)
Provision for income taxes 459 (1,198) (504) (1,681)
Net income/(loss) $ 562 $ (295) $ (617) $ (885
Net income (loss) per share $0.28 ($0.15) ($0.31) ($0.49)
Retained earnings, beginning of period $ 45,446 $43,149 $ 46,894 $ 44,009
Dividends declared to shareholders to date
(%0.27 per share; 2000-$0.27 per share) (269) (270) (539) (540)
Retained earnings, end of period $ 45,738 $ 42,584 $ 45,738 $42,584




McGRAW-HILL RYERSON LIMITED
STATEMENTSOF CASH FLOW

(unaudited)
(In Thousands of Dollars)
Three months ended June 30 Six months ended June 30
2001 2000 2001 2000
Operating Activities
Net income/(loss) for the period $ 562 $ (295) $ (617) $ (885
Add/deduct charges to income not affecting cash
Future income taxes — (603) — (603)
Amortization 1,455 984 3,176 1,832
Net change in non-cash working capital (5,540) (7,939) (8,397) (16,036)
balances related to operations
Cash used in operations (3,523) (7,853) (5,838) (15,692)
Investing Activities
Pre-publication costs (1,752) (1,294) (1,876) (1,760)
Capital assets (248) (450) (388) (665)
Cash used in investing activities (1,999) (1,744) (2,264) (2,425)
Financing Activities
Dividends paid to shareholders (269) (270) (539) (540)
Cash used in financing activities (269) (270) (539) (540)
Net decreasein cash during period (5,791) (9,867) (8,641) (18,657)
Cash, beginning of period 5,283 7,463 8,133 16,253
Bank indebtedness, end of period ($508) (%2,404) ($508) (%2,404)
Supplemental cash flow infor mation
Interest paid $ 33 $ 16 $ 49 $ 33
Income taxes paid $ 509 $1,618 $1,793 $2,757




McGraw-Hill Ryerson Limited

NOTESTO INTERIM FINANCIAL STATEMENTS
June 30, 2001 (unaudited)

NOTES

1. General

The accompanying financia statements of McGraw-Hill Ryerson Limited [the “Company"] do not meet the
requirements of Canadian Generally Accepted Accounting Principles[“GAAP’] for annua financial statements,
and these interim financial statements should be read in conjunction with the annual audited financial statements
for the year ended December 31, 2000.

The same accounting policies and methods are followed as in the annual audited financial statementsfor the
year ended December 31, 2000.

2. Cyclicality

The Company®sales are cyclical based on the education industry®school terms for the School and Higher
Education Divisions. The Company earns a significant amount of its salesin the fall and winter seasons. In the
first quarter the Company earns only a small portion of its annual revenue.

3. Segmented Disclosure

The Company is structured on a market-focus basis and operates in three primary market areas. post-secondary
education, including universities, community colleges and proprietary colleges["Higher Education"]; secondary
and elementary schools ["School"]; and trade, professional and medical, including retailers, distributors,
libraries, non-traditional booksellers, direct marketing, and the medical sector ["Trade, Professional &
Medica"]. The accounting policies of these operating segments are the same as those described in the annual
audited financial statements for the year ended December 31, 2000:

For the 6 month period ending June 30, 2001 For the 6 month period ending June 30, 2000
Trade Warehouse Trade Warehouse
Higher Professional Fulfillment Higher Professional Fulfillment
Education School And Medical  and Support Total Education School And Medical and Support
Sales, less returns $8539  $9,347 $6,058 $—  $23944 $7,713  $7,271 $5,681 $—  $20,665
Amortization 1,441 1,172 19 544 3,176 822 426 15 569
Provisions for
income taxes — — — (504) (504) — — — (1,681)
Divisional
contribution (loss) (835) 18 741 (1,045)  (1,121) (391) 252 434 (2,861)

Total expenditures

for additionsto

capital assets

and goodwill 64 146 23 155 388 97 61 32 475

Asat June 30, 2001 As at December 31, 2000
Segment assets 11,686 15471 9,607 18,548 55,312 16,371 12,483 8,814 18,023




Reconciliation

June 30, 2001

December 31, 2000

Segment assets 55,312 55,691

Unallocated assets
Cash — 8,133
Due from affiliated companies 7,010 7,197
Non-divisional prepaid expenses and other 493 357
Current future income taxes 1,611 1,611
Income taxes recoverable 2,996 427
Contracts, copyrights, trademarks, agency, rights, and goodwill 398 405

Total assets 67,820 73,821

Thefollowing titles were published in the second quarter of 2001:

Higher Education

Futrell/Mitchell/Singer, ABC' s of Relationship Selling, 1/Cle
Larson/Jensen/Carroll, Fundamental Accounting Principles, 10/C/e
Frank/Parker, Microeconomics and Behaviour, 1/C/e

Ross/Westerfiel d/Jordan/Roberts, Fundamentals of Corporate Finance, 4/Cle
Schwind/Das/Wagar, Canadian Human Resour ce Management, 6/e

School

Erdman/Brosseau/Fawcett/Irvine/M cCudden/Mehler/Miller/Perivol aris/Saarimaki, Mathematics:
Making Financial Decisions
Knill/Canton/Ferneyhough/Ferneyhough/Hamilton/Lim/Rodger/Webb, McGraw-Hill Ryerson
Mathematics 11

Keirstead/Hawkes/Hawes/Holland/Gerrard/Watt, Images of Society: An Introduction to Anthropology,
Sociology, & Psychology

Gue/Makar/Martin/Martin/Strachan/Bull ard/K rupa/K rupa/Kiddel |/Clancy/Gal braith/Roberts,
Sciencefocus 7

Clancy/Edwards/Siler/Martin/Liland/Hal ey/Chetty/Grace/Brown/Jol liffe/Roberts, Sciencefocus 8
M ustoe/Jansen/Doram/lvanco/Clancy/Ghazariansteja, Chemistry 11

Dick/Geddis/James/M cCaul/M cGuire/Poole/Hol zer, Physics 11
Grace/Galbraith/Blake/Bullard/Chetty/Grace/M atovinovic/Price/M ason/Chin/Braun, Biology 11
Newman/Graham/Guisso/M cLuhan/M ohamed/Pendergast/Reilly/ Schaus/ Simpson/Topic/Wagl e,
Echoes from the Past

Liepner/Magnan/Wasserman, Exploring Business for the 21% Century

Trade, Professional and M edical

Weir/Campbell/Morrison, On Course with Mike Weir
Foran, Canadian Consumer Alert



On April 19, 2001, your Directors declared the first quarter dividend of 13.5¢ per share to be paid on
May 23, 2001, to shareholders of record on May 4, 2001.

H. lan Macdonald, O.C., LL.D John D. Dill
Chairman of the Board President and Chief Executive Officer

August 9, 2001



