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To Our Shareholders: 
 
During the third quarter, McGraw-Hill Ryerson’s Higher Education and School Divisions repeated the 
performance of the second quarter, with strong sales increases in both divisions.  On the other hand, 
the recovery in the Trade, Professional and Medical Division that was evident in the second quarter 
was absent in the third quarter.  Sales lagged while returns exceeded the levels in the same period last 
year.  Despite these results, total company revenue grew by 17.7% in the quarter from a year ago, 
underscoring the strength in the education segment.   
 
Third quarter expenses were 22% above prior year as the cost of sales went up proportionately to the 
sales increase.  However, editorial, selling, general and administrative expenses were $2.6 million or 
35% higher than the prior year.  This was due to a shift in the timing of expenditures from the second 
to the third quarter.  The year-to-date increase for this expense category was 12.4%.  
 
At $9.6 million, net income before taxes was 4.6% above the third quarter of last year. 
 
Higher  Education Division 
 
Third quarter revenue grew 23%, improving on a solid first half of the year, to generate a year-to-date 
gain of 19%.  Sales of Canadian-published titles and imported titles were equally strong. Expanded 
product offerings and improvement in the editorial, sales and marketing areas allowed us to increase 
our market share in this highly competitive environment.  
 
School Division 
 
Revenue in the School Division also exceeded prior year by 23% in the third quarter.  This Division 
enjoyed success with its newly published Grade 11 mathematics and science programs targeted for 
Ontario.  Continued strong sales of backlist products also contribute to the year-over-year increase.   
 
Trade, Professional and Medical Division 
 
Net revenues fell by 30% in the third quarter from a year ago in this Division’s third quarter, reversing 
gains made in the first half of this year, while year-to-date revenue was down 8%.  Among product 
categories, we saw softness in computer and business books as demand for these products, already flat 
earlier in the third quarter, dropped off noticeably in September.  Part of this decrease is attributed to 
late ordering by bookstores, as some orders expected in September slipped into October.   
 
Outlook for  the Remaining Months 
 
We expect the Higher Education and School Divisions to 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 do not anticipate real 
improvement in the Trade book market in the fourth quarter.  However, we expect sales slightly ahead 
of last year’s level, with the addition in the third quarter of business booked in October.  In general, we 
expect strong performance in the Higher Education and School Divisions will more than offset softness 
in the Trade market.  Overall the Company is well positioned to achieve solid revenue and profit 
growth for 2001.    
 
. 



McGRAW-HILL RYERSON LIMITED 
 

    BALANCE SHEETS 
(unaudited) 

(In Thousands of Dollars) 
As of   September  21, 2001 December 31, 2000 
   
ASSETS   
Current    
   Cash $   8,345 $  8,133 
   Accounts receivable 30,725 15,866 
   Income taxes recoverable –– 427 
   Due from affiliated companies 3,973 7,197 
   Inventories 18,380 15,214 
   Prepaid expenses and other assets 321 736 
   Future income tax assets  1,477 1,611 
   
   
   Total current assets 63,221 49,184 
   
   
   Capital assets, net 19,026 19,533 
   Pre-publication costs 4,873 4,699 
   Contracts, copyrights, trademarks, agency rights, and goodwill 395 405 

   
   

   Total assets $87,515 $73,821 
   
   

L IABILITIES   
Current    
   Accounts payable and accrued charges $  8,158 $  7,245 
   Income taxes payable 1,314 –– 
   Due to affiliated companies 23,184 15,840 
   
   
   Total current liabilities 32,656 23,085 
   
   
    Future income tax liabilities  1,433 1,845 
   
   
   Total liabilities 34,089 24,930 
   
   
   
SHAREHOLDERS’  EQUITY   
Share Capital   
    Authorized – 5,000,000 common shares   
    Issued and outstanding – 1,996,638 common shares 1,997 1,997 
Retained Earnings 51,429 46,894 
   
   
   Total shareholders’  equity 53,426  48,891 
   
   
   Total liabilities and shareholders’  equity $87,515 $73,821 
   

 



  
 
McGRAW-HILL RYERSON LIMITED 
 
 

STATEMENTS OF INCOME 
(unaudited) 

 
 
 (In Thousands of Dollars except per share data) 
 Three months ended  Nine months ended  
 September  21, 

2001 
September 22, 

2000 
September  21, 

2001 
September 22, 

2000 
     
Revenue     
   Sales less returns $  41,888 $   35,709 $  65,832 $   56,374 
   Other 615 403 1,458 875 
     
     
   Total revenue 42,503 36,112 67,290 57,249 
     
     
Expenses     
   Operating 20,763 17,677 31,230 27,049 
   Editorial, selling, general, and administrative 10,139 7,486 22,516 20,025 
   Amortization 1,492 1,587 4,668 3,419 
   Exchange loss 537 187 418    142 
   Interest 8 30 15 35 
     
     
   Total operating expenses 32,939 26,967 58,847 50,670 

     
     
Income before taxes 9,564 9,145 8,443 6,579 
Income tax expense 3,603 3,841 3,099 2,160 
     
     
Net income $     5,961 $   5,304 $    5,344 $    4,419 
     
     
Net income per  share, basic $2.99 $2.66 $2.68 $2.21 
Net income per  share, diluted $2.99 $2.66 $2.68 $2.21 
     
     
Retained earnings, beginning of period $ 45,738 $ 42,584  $ 46,894 $ 44,009 
Application of change in accounting policy –– (674) –– (674) 
 Net income 5,961 5,304 5,344 4,419 
Dividends declared to shareholders to date 
($0.405 per share; 2000–$0.405 per share) 

 
(270) 

 
(270) 

 
(809) 

 
(810) 

     
     
Retained earnings, end of per iod $ 51,429 $ 46,944 $ 51,429 $ 46,944 
     
     
     
     
     
 
 
 



 
 
 
McGRAW-HILL RYERSON LIMITED 
 
 
 
 

STATEMENTS OF CASH FLOW 
(unaudited) 

 
(In Thousands of Dollars) 
 Three months ended Nine months ended  
 September  21, 

2001 
September 22, 

2000 
September  21, 

2001 
September 22, 

2000 
     
Operating Activities     
   Net income for the period $     5,961 $    5,304 $    5,344 $    4,419 
   Add/(deduct) charges to income not affecting cash      
   Future  income taxes (412)  –– (412) (603) 
   Amortization 1,492 1,587 4,668     3,419 
   Net change in non-cash working capital      
      balances related to operations 4,143 5,142 (4,254) (10,894) 
     
     
Cash provided by (used in) operations 11,184 12,033 5,346   (3,659) 
     
 
Investing Activities 

    

   Pre-publication costs (1,911) (1,627) (3,787) (3,387) 
   Capital assets (150) (188) (538) (853) 
     
     
Cash used in investing activities (2,061) (1,815) (4,325) (4,240) 

     
 
Financing Activities 

    

   Dividends paid to shareholders (270) (270) (809) (810) 
     
     
Cash used in financing activities (270) (270) (809) (810) 
     
     
Net increase/(decrease) in cash dur ing per iod 8,853 9,948 212 (8,709) 
Cash, beginning of period (508) (2,404) 8,133 16,253 
     
     
Cash, end of per iod $8,345 $7,544 $8,345 $7,544 
     
     
     
Supplemental cash flow information     
   Interest paid            $       8                 $      3           $     57   $     35 
   Income taxes paid $1,214 $1,524          $3,007 $3,044 
     
     
     

 
 



 
 
McGRAW-HILL RYERSON LIMITED 
 
NOTES TO INTERIM FINANCIAL STATEMENTS  
September 21, 2001 (unaudited) 
 
1. General 
The accompanying financial statements of McGraw-Hill Ryerson Limited [the “Company"] do not meet the 
requirements of Canadian Generally Accepted Accounting Principles [“GAAP”] for annual 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. 
 
2. Accounting Policies 
These financial statements follow the same accounting policies and methods as the most recent annual financial 
statements for the year ended December 31, 2001, except as follows: 
 
During fiscal 2001, the Company retroactively adopted the new recommendations of the Canadian Institute of 
Chartered Accountants [“CICA” ] relating to earnings per share.  Pursuant to the new recommendations, basic earnings 
per share is determined by dividing net income attributable to common shareholders by the weighted average number 
of common shares outstanding during the period.  Diluted earnings per share is in accordance with the treasury stock 
method and is based on the weighted average number of shares and diluted common share equivalents outstanding 
during the period. 
 
The weighted average number of shares used in the computation of both basic and fully diluted earnings per share for 
the nine-month period ending September 21, 2001 is 1,996,638 (for the nine months ended September 22, 2000 — 
1,996,638). 
 
3. Cyclicality 
The Company©s sales are cyclical, based on the education industry©s school terms for the School and Higher Education 
Divisions.  The Company earns a significant amount of its sales in the fall and winter seasons. In the first quarter the 
Company earns only a small portion of its annual revenue. 
 
4. 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 & Medical"]. 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 3-month per iod ending September  21, 2001 For the 3-month per iod ending September  22, 2000 

  
 

Higher  
Education 

 
 

 
School 

 
Trade, 

Professional 
and Medical 

 
Warehouse, 
Fulfillment 

and Suppor t 

 
 
 

Total 

 
 

Higher  
Education 

 
 
 

School 

 
Trade, 

Professional 
and Medical 

 
Warehouse, 
Fulfillment 

and Suppor t 

 
 
 

Total 

 
Sales, less returns 

 
$22,859 

 
$16,414 

 
$2,615 

 
    $       –– 

 
$41,888 

 
$18,618 

 
$13,359 

 
$3,732 

 
        $     –– 

 
$35,709 

Amortization 640 589 9 254 1,492 443 842 11 291 1,587 
Provisions for           
income taxes –– –– –– 3,603 3,603 –– –– –– 3,841 3,841 
Divisional           
contribution (loss) 6,853 8,166 (232) (5,224) 9,564 5,305 6,617 166 (2,943) 9,145 
Total expenditures           
for additions to           
capital assets           
and goodwill 19 (4) –– 135 150 20 –– 9 139 188 

 
 



 
 For the 9-month per iod ending September  21, 2001 For the 9-month per iod ending September  22, 2000 

  
 

Higher  
Education 

 
 

 
School 

 
Trade, 

Professional 
and Medical 

 
Warehouse, 
Fulfillment 

and Suppor t 

 
 
 

Total 

 
 

Higher  
Education 

 
 
 

School 

 
Trade, 

Professional 
and Medical 

 
Warehouse, 
Fulfillment 

and Suppor t 

 
 
 

Total 

 
Sales, less returns 

 
$31,398 

 
$25,761 

 
$8,673 

 
$          –– 

 
$65,832 

 
$26,331 

 
$20,630 

 
$9,413 

 
$          –– 

 
$56,374 

Amortization 2,081 1,761 28 798 4,668 1,265 1,268 26 860 3,419 
Provisions for           
income taxes –– –– –– 3,099 3,099 –– –– –– 2,160 2,160 
Divisional           
contribution (loss) 6,018 8,184 509 (6,268) 8,443 4,914 6,869 600 (5,804) 6,579 
Total expenditures           
for additions to           
capital assets           
and goodwill 83 142 23 290 538 133 61 41 618 853 
           
 As at September  21, 2001 As at December  31, 2000 
Segment assets 14,312 29,123 11,261 18,408 73,104 16,371 12,483 8,814 18,023 55,691 

 
 
 
 
Reconciliation 
 September  21, 2001 December  31, 2000 
Segment assets 73,104 55,691 
Unallocated assets   
  Cash  8,345 8,133 
  Due from affiliated companies 3,973 7,197 
  Non-divisional prepaid expenses and other 221 357 
  Current future income taxes 1,477 1,611 
  Income taxes recoverable –– 427 
  Contracts, copyrights, trademarks, agency, rights, and goodwill 395 405 
Total assets 87,515 73,821 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
The following titles were published in the third quar ter  of 2001: 
 
Higher  Education 
 
Larson/Jensen/Carroll, Financial Accounting Principles, Volume II, 10/C/e 
Larson/Jensen/Carroll, Financial Accounting Principles, Hardcover, 10/C/e 
Dornbusch/Fischer/Startz/Atkins/Sparks, Macroeconomics, 6/C/e 
McConnell/Brue/Barbiero, Macroeconomics, 9/C/e 
Nowell, Marketing on the Web, 1/e 
Shapiro/Wong/Perreault/McCarthy, Basic Marketing, 10/C/e 
 
Trade, Professional and Medical 
 
Gray, The Canadian Small Business Legal Advisor, 1/e 
Service, The Best of Robert Service, 1/e 
 
 
 
On July 19, 2001, your Directors declared the second quarter dividend of 13.5¢ per share to be paid on 
August 23, 2001, to shareholders of record on August 2, 2001.  
 
 
 
 

     
 
H. Ian Macdonald, O.C., LL.D    John D. Dill 
Chairman of the Board     President and Chief Executive Officer 
         
November 9, 2001 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
McGRAW-HILL RYERSON LIMITED 
 
 
SHAREHOLDER AND CORPORATE INFORMATION 
 
 
      Registrar  and 
Home Office     Transfer  Agent   Exchange L istings 
 
McGraw-Hill Ryerson Limited   CIBC Mellon Trust Company  The Toronto Stock Exchange 
300 Water Street    P.O. Box 7010    Common Shares (MHR) 
Whitby, Ontario    Adelaide Street Postal Station 
L1N 9B6     Toronto, Ontario 
Tel  (905) 430-5000    M5C 2W9 
Fax (905) 430-5020    Tel (416) 643-5500 or 
Website:  www.mcgrawhill.ca   Toll free 1-800-387-0825 
      Fax (416) 643-5501 
      Website:  www.cibcmellon.ca 
 
 
 
Corporate and     Shareholder  Services 
Shareholder       Provided by the Transfer  
Information     Agent 
 
Poling Y. Chu     - Change of address 
Executive Vice President, Chief    - Eliminate multiple mailings  
  Financial Officer and Secretary-  - Transfer McGraw-Hill Ryerson shares 
  Treasurer     - Other shareholder account inquiries 
Tel (905) 430-5032 
      Email:  inquiries@cibcmellon.ca 
Joyce Lloyd 
Manager, Investor Relations 
Tel (905) 430-5054 
Fax (905) 430-5063 
Email: joycel@mcgrawhill.ca 
- Obtain a copy of the most 

recent annual report 
 

 
 

 
 

 


