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To The Shareholders

M anagement’s Discussion and Analysis

Thefirst quarter is historically the least significant of the fiscal year because of the seasonality of our
revenues, which are heavily weighted towards the second half of the year. However, expenses are more
evenly distributed over the course of the year. This combination usually resultsin anet lossin the first
quarter, and 2002 is no exception.

In the first quarter of 2002, sales were consistent with prior year, and a decrease in other income brought
total revenue lower by 0.8%. First quarter results are typified by slow sales and high volumes of returns; in
this quarter we experienced lower returns than expected in the Trade Division. We are cautiously optimistic
that thisisthe beginning of the improvement projected after experiencing unusually heavy returnsin 2001.

Total expenses were 8.4% higher than prior year. Thisis mostly due to timing of sales and marketing
expenses, which were incurred earlier in the current year as compared to 2001.

Net loss for the first quarter was $2,145K, compared with aloss of $1,178K last year.

Higher Education Division

First quarter revenue fell 3.5% from the same period last year. In this Division, first quarter revenue
typically comprises asmall percentage of full-year results and this period is not seen asindicative of the
current year’ s salestrend. Nevertheless, sales results are closely monitored and analyzed to ensure
appropriate action istaken on atimely basis.

The Higher Education Division continues to concentrate its efforts and resources in focused discipline areas,
astrategy that was very successful in 2001.

School Division
Revenue in the School Division grew by 25.5%, reflecting the improvement achieved in the Glencoe line of
titles as well as the first-year distribution of Wright Group products.

Sales growth in this Division continues as a result of both increased product offerings and market share.

Trade, Professional and Medical Division

Revenue fell by 15.6%, compared with prior year. While sales after reserve for future returns were below
prior year, the actual returns, in fact, compared favourably with the same period last year and so far
indications point to arecovery from the huge returns experienced in the last two years.

Outlook for the Remaining Months

Despite the first quarter negative bottom-line impact of seasonality, strategies and initiatives implemented
over the past several yearswill continue to result in consistent improvement in the Company’ s performance.
The Company is positioned to achieve sales and profit growth in 2002.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS
(unaudited)

(In Thousands of Dollars)

Asof March 31, 2002 December 31, 2001
ASSETS
Current
Cash $ 5,639 $ 21,307
Accounts receivable 8,243 15,904
Due from affiliated companies 6,308 3,395
Inventories 11,632 9,365
Prepaid expenses and other assets 113 394
Income taxes recoverable 3,201 —
Future tax assets 1,551 2,350
Total current assets 36,687 52,715
Capital assets, net 20,127 19,702
Other assets, net 14,618 13,637
Total assets $71,432 $ 86,054
LIABILITIESAND SHAREHOLDERS EQUITY
Current
Accounts payable and accrued charges 5,894 8,160
Income taxes payable — 2,085
Due to affiliated companies 10,753 19,726
Total current liabilities 16,647 29,971
Future tax liabilities 2,756 1,639
Total liabilities 19,403 31,610
Commitments
Shareholder’s equity
Share capital
Authorized — 5,000,000 common shares
Issued and outstanding — 1,996,638 common shares 1,997 1,997
Retained earnings 50,032 52,447
Total shareholders equity 52,029 54,444
Total liabilitiesand shareholders’ equity $ 71,432 $ 86,054




McGRAW-HILL RYERSON LIMITED

STATEMENTSOF LOSSAND RETAINED EARNINGS

(unaudited)
(In Thousands of Dollars except per share data)
For the three months ended March 31, 2002 March 31, 2001
REVENUE
Sales less returns $ 8,664 $ 8,601
Other 329 463
Total revenue 8,993 9,064
EXPENSES
Operating 3,906 3,730
Editorial, selling, general and administrative 7,152 6,346
Amortization 1,030 803
Foreign exchange loss 57 324
Interest 2 3
Total operating expenses 12,147 11,206
L oss beforeincome taxes 3,154 2,142
Provision for/(recovery of) income taxes
Current (2,925) (2,173)
Future 1,916 1,209
(1,009) (964)
Net lossfor the period $ 2,145 $ 1,178
Retained earnings, beginning of period 52,447 46,894
Dividends paid to shareholders ($0.135 per share) (270) (270)
Retained earnings, end of period $ 50,032 $ 45,446
Earningsper share
Basic — net loss for the period $ 1.07 $ 059
Diluted — net loss for the period $ 1.07 $ 059

Weighted average number of shares for basic and diluted earnings per share for 2002 and 2001 is 1,996,638.



McGRAW-HILL RYERSON LIMITED

STATEMENTSOF CASH FLOWS

(unaudited)

(In Thousands of Dollars)
For the three months ended March 31, 2002 March 31, 2001
OPERATING ACTIVITIES
Net loss for the period $ (2,145) $(1,178)
Add/deduct non-cash items

Amortization 1,030 803

Future income taxes 1,916 1,209

Net change in non-cash working capital balances related to operations (13,763) (1,726)
Cash used in operating activities $(12,962) $ (892
INVESTING ACTIVITIES
Prepublication costs (1,618) (1,548)
Additions to capital assets (818) (140)
Cash used in investing activities (2,436) (1,688)
FINANCING ACTIVITIES

Dividends paid to shareholders (270) (270)
Cash used in financing activities (270) (270)
Net decrease in cash during period (15,668) (2,850)
Cash, beginning of period 21,307 8,133
Cash, end of period $ 5,639 $ 5,283
Supplemental cash flow information

Interest paid $ 2 $ 16

Income taxes paid $ 2,361 $ 1,284

Cash position consists of cash, term deposits, and bank loans



McGraw-Hill Ryerson Limited
NOTESTO INTERIM FINANCIAL STATEMENTS
March 31, 2002 (unaudited)

1. General

The accompanying interim financial 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, 2001.

The same accounting policies and methods are followed as in the annual audited financial statements for the year
ended December 31, 2001.

2. 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 asignificant amount of its salesin the fall and winter seasons. In the first quarter the
Company earns only asmall 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, 2001:

For the three-month period ending March 31, 2002 For the three-month period ending March 31, 2001
Trade Warehouse Trade Warehouse
Higher Professional Fulfillment Higher Professional Fulfillment
Education School and M edical and Support Total Education School and M edical and Support Total
Sales, less returns $3,030 $3,135 $2,499 $ — $8664 $3,141  $2,499 $2,961 $ — $8,601
Amortization 528 159 9 334 1,030 281 220 9 293 803
Recovery of
income taxes — = = (1,009)  (1,009) — — — (964) (964)
Divisional
contribution
(loss) before
. 1,209 305 949 2,589 3,154 898 1,078 371 537 2,142
income tax (1,209) (305) ( ) ( ) (898)  ( ) (537)  ( )
Total expenditures
for additions to
capital assets 24 8 — 786 818 50 54 13 23 140
Asat March 31, 2002 Asat December 31, 2001

Segment Assets 10,990 15,544 8,497 19,226 54,257 16,089 15,512 9,558 17,419 58,578




Reconciliations
March 31, 2002

December 31, 2001

Segment assets 54,257 58,578

Unallocated assets
Cash 5,639 21,307
Due from affiliated companies 6,308 3,395
Income taxes recoverable 3,201 —
Non-divisional prepaid expenses and other 113 32
Future income taxes 1,551 2,350
Non-divisional other assets 363 392

Total assets 71,432 86,054

4. Comparative Financial Statements

The comparative financia statements have been reclassified from statements previously presented to conform to the

presentation of the 2002 financial statements.



Thefollowing titleswere published in thefirst quarter of 2002

Higher Education

Nickelsy'M cHugh/M cHugh/Berman/Cossa, Under standing Canadian Business, 4/e

Messier/Emby, Auditing and Assurance Services. A Systematic Approach, 1/Cle
Benjamin/Gunderson/Riddell, Labour Market Economics: Theory, Evidence and Policy in Canada, 5/e
Frank/Bernanke/Osberg/Cross/MacL ean, Principles of Microeconomics, 1/C/e

Nicholson, Linear Algebra with Applications, 4/e

Jerome, Business Mathematics in Canada, 4/e

School

Canton/Erdman/Irvine/Lim/McLaren/Meisel/Miller/Speijer, Mathematics of Data Management
Brosseau/Byers/Erdman/M cCudden/Mehler/Miller/Perivol aris/Saarimaki, Mathematics 12: Preparing for
College and Apprenticeship

Dick/Edwards/Gue/Brown/Callcott/Hudon, Physics 12

M ustoe/Jansen/Webb/Hayhoe/ Cherkas/Gaylor/Bedry, Chemistry 12
Blake/Craven/Dobell/Flood/Jasper/Little/M ason/Price/Banerd/L etcher/Little, Biology 12
Jasper/Lindenberg/Martin/Gol die/M akar/Edgar/Gue, ScienceFocus 9

Trade, Professional and Medical
Jacks, Tax Secrets For Tough Times
McRae, The Seven Strategies of Master Negotiators

Dividend Payment

On January 17, 2002, your Directors declared the fourth-quarter dividend of 13.5¢ per share to be paid on
February 21, 2002, to shareholders of record on January 31, 2002.

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

Executive Officer
May 9, 2002



McGRAW-HILL RYERSON LIMITED

SHAREHOLDER AND CORPORATE INFORMATION

Home Office

McGraw-Hill Ryerson Limited
300 Water Street

Whitby, Ontario

L1N 9B6

Tel (905) 430-5000

Fax (905) 430-5020

Website: www.mcgrawhill.ca

Corporate and
Shareholder
I nformation

Poling Y. Chu

Executive Vice President, Chief
Financial Officer and Secretary-
Treasurer

Tel (905) 430-5032

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

Registrar and
Transfer Agent

CIBC Méllon Trust Company
P.O. Box 7010

Adelaide Street Postal Station
Toronto, Ontario

M5C 2w9

Tel (416) 643-5500 or

Toll free 1-800-387-0825

Fax (416) 643-5501

Website: www.cibcmellon.ca

Shareholder Services
Provided by the Transfer
Agent

- Change of address

- Eliminate multiple mailings

- Transfer McGraw-Hill Ryerson shares
- Other shareholder account inquiries

Email: inquiries@cibcmellon.ca

ExchangeListings

The Toronto Stock Exchange
Common Shares (MHR)



