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To Our Shareholders:

M anagement’s Discussion and Analysis

Total company revenue grew by 11.5% over the same period last year. All three divisions achieved
solid sales gainsin this period.

Total expenses were 9.0% above the prior year including expenses related to the implementation of a
company wide ERP system in 2002. The timing of editorial, selling, general and administrative
expenses between quarters differs slightly in each year. This has had afavourable impact in the year-
over-year comparison.

Net income after taxes for the third quarter at $7,212K was $1,251K or 20.9% higher than the same
period in 2001.

Higher Education Division

Third quarter revenue climbed 13.2% over the prior year, continuing the growth trend experienced by
this Division over the last three years. The salesincrease also included the early effects of the double-
cohort in Ontario, which is anticipated for 2003/2004. The Higher Education Division continues to
concentrate its efforts and resources in specific discipline areas while gearing up to leverage the
growth opportunities fuelled by enrollment growth.

School Division

Revenue grew by 8.2% in the third quarter. Excluding sales of the Wright Group products, sales
increased 2.9% over last year. McGraw-Hill Ryerson assumed responsibility for the marketing, sales,
and order fulfillment of this premier line of supplementary reading programs for elementary school
students at the beginning of 2002.

Trade, Professional and Medical Division

Revenue for the third quarter rose 22.4%. Thiswas mainly due to sales slipping from the second
guarter to the current period. Returns from bookstores were lower this year as the turmoil from the
prior year’ s retail marketplace consolidation subsided.

Outlook for the Remaining Months

We expect the Higher Education and School Divisions to achieve their revenue targets at rates above
the industry average. Our efforts to expand publishing in selected discipline areas, complemented by
our focus on marketing and sales, will continue to produce solid results. We anticipate the Trade
Division to improve over prior year results, mainly through stronger sell-through of books to
consumers and consequently, lower returns from bookstores.

Overdl, the company is well positioned to achieve solid sales and profit growth in 2002.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS

(In thousands of dollars)

(unaudited)

As of September 30, 2002 December 31, 2001

ASSETS

Current
Cash $ 13,857 $21,307
Accounts receivable 29,613 15,904
Due from affiliated companies 7,405 3,395
Inventories 14,131 9,365
Prepaid expenses and other assets 356 394
Future tax assets 2,209 2,350
Total current assets 67,571 52,715
Capital assets, net 19,654 19,702
Other assets, net 14,624 13,637
Total assets $101,849 $86,054

LIABILITIES& SHAREHOLDERS EQUITY

Current
Accounts payable and accrued charges $ 13,227 $ 8,160
Income taxes payable 1,007 2,085
Due to affiliated companies 27,234 19,726
Total current liabilities 41,468 29,971
Future tax liabilities 739 1,639
Total liabilities 42,207 31,610

Commitments

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 57,645 52,447
Total shareholders equity 59,642 54,444
Total liabilities and shareholders equity $101,849 $86,054




McGRAW-HILL RYERSON LIMITED

STATEMENTSOF INCOME
(unaudited)

(In thousands of dollars except per share data)
Three months ended September 30

Nine months ended September 30

2002 2001 2002 2001

Revenue

Sales, less returns $ 46,575 $ 41,888 $ 72,800 $ 65,832

Other 821 615 1,473 1,458
Total revenue 47,396 42,503 74,273 67,290
Expenses

Operating 22,266 20,763 34,234 31,230

Editorial, selling, general, and administrative 8,942 7,313 23,930 21,158

Amortization 3,687 4,318 6,004 6,026

Exchange loss 1,010 537 275 418

Interest 10 8 92 15
Total operating expenses 35,915 32,939 64,535 58,847
Income befor e income taxes 11,481 9,564 9,738 8,443
Provision for/(recovery of) income taxes

Current 6,347 5,441 4,400 3,799

Future (2,078) (1,838) (759) (700)

4,269 3,603 3,641 3,099

Net income for the period $ 7,212 $ 5961 $ 6,097 $ 5344
Retained earnings, beginning of period $50,733 $45,738 $ 52,447 $ 46,894
Dividends declared to shareholders to date
(%0.45 per share; 2001-$0.405 per share) (300) (270) (899) (809)
Retained earnings, end of period $ 57,645 $51,429 $ 57,645 $51,429
Earnings per share

Basic $ 361 $ 299 $ 3.05 $ 2.68

Diluted $ 361 $ 299 $ 3.05 $ 2.68

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 FLOW
(unaudited)

(In thousands of dollars)
Three months ended September 30

Nine months ended September 30

2002 2001 2002 2001
OPERATING ACTIVITIES
Net income for the period $ 7212 $ 5,961 $ 6,097 $ 5344
Add/deduct charges to income not affecting cash:
Amortization 3,687 4,318 6,004 6,026
Future income taxes (2,078) (1,838) (759) (700)
Net change in non-cash working capital 8,079 2,743 (10,950) (5,324)
balances related to operations
Cash provided by operating activities 16,900 11,184 392 5,346
INVESTING ACTIVITIES
Prepublication costs (2,110) (1,911) (5,792) (3,787)
Additions to capital assets (231) (150) (1,151) (538)
Cash used in investing activities (2,341) (2,061) (6,943) (4,325)
FINANCING ACTIVITIES
Dividends paid to shareholders (300) (270) (899) (809)
Cash used in financing activities (300) (270) (899) (809)
Net increase/(decrease) in cash during period 14,259 8,853 (7,450) 212
Cash, beginning of period (402) (508) 21,307 8,133
Cash, end of period 13,857 8,345 13,857 8,345
Supplemental cash flow infor mation
Interest paid $ 10 $ 8 $ 92 $ 57
Income taxes paid $ 1,293 $ 1,214 $ 5,537 $ 3,007




McGraw-Hill Ryerson Limited

NOTESTO INTERIM FINANCIAL STATEMENTS
September 30, 2002 (unaudited)

NOTES

1. General

The accompanying financia statements of McGraw-Hill Ryerson Limited [the “Company"] do not contain all
disclosures required by Canadian Generally Accepted Accounting Principles [“GAAP’] for annual financia
statements, and accordingly 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 statementsfor the year
ended December 31, 2001, with the exception of goodwill amortization. In 2002, the Company adopted the Canadian
Institute of Chartered Accountants' new recommendations relating to goodwill and other intangible assets. The
recommendation indicates that goodwill and intangible assets are not amortized but tested for impairment annually.

2. Cyclicality

The Company®sales for the School and Higher Education Divisions are cyclical based on the education industry®
school terms. As aresult, the Company earns a significant amount of its salesin the fall and winter seasons. In the first
and second quarters 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, professiona 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, 2001. Sales, less returns and divisional contribution for the 3 months and 9 months ended
September 30, 2001 have been reclassified as aresult in a change in the reporting structure of the operating segments.

For the 3 month period ending September 30, 2002 For the 3 month period ending September 30, 2001
Trade, War ehouse Trade, War ehouse
Higher Professional Fulfillment Higher Profession Fulfillment
Education School And Medical  and Support Total Education School al and Support Total
And
M edical

Sales, less returns $24,311  $19,061 $3,203 $— $46,575 $21,653  $17,620 $2,615 $—  $41,888
Amortization 1,560 1,746 9 372 3,687 1,974 2,081 9 254 4,318
Provisions for
income taxes — — — 4,269 4,269 N J— J— 3,603 3,603
Divisiona
contribution (l0ss) 6,365 8,561 258 (3,703) 11,481 6,142 8,877 (232) (5,223) 9,564
Total expenditures
for additions to
capital assets and
goodwill 133 — 8 90 231 19 4 — 135 150




For the 9 month period ending September 30, 2002

For the 9 month period ending September 30, 2001

Trade, Warehouse Trade, War ehouse
Higher Professional Fulfillment Higher Profession Fulfillment
Education School And Medical  and Support Total Education School al and Support Total
And
M edical
Sdles, less returns $33,523  $30,510 $8,767 $— $72,800 $29,962  $27,226 $8,644 $—  $65832
Amortization 2,255 2,746 26 977 6,004 2,508 2,955 19 544 6,026
Provisions for
income taxes — — — 3,641 3,641 — — — 3,099 3,099
Divisional
contribution (loss) 7,233 10,417 750 (8,662) 9,738 5,346 9,050 492 (6,445) 8,443
Total expenditures
for additions to
capital assets and
goodwill 164 18 8 961 1,151 83 142 23 290 538
Asat September 30, 2002 Asat December 31, 2001

Segment assets 27,075 24,885 8,141 17,769 77,870 16,089 15,512 9,558 17,419 58,578

Reconciliation

September 30, 2002

December 31, 2001

Segment assets $77,870 $58,578
Unallocated assets
Cash 13,857 21,307
Due from affiliated companies 7,405 3,395
Non-divisional prepaid expenses and other 145 32
Future income tax assets 2,209 2,350
Other assets 363 392
Total assets $101,849 $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 the third quarter of 2002:

Higher Education

Block/Hirt/Short, Foundations of Financial Management, 6/e
Bodie/Kane/Marcus/Perrakis/Ryan, Investments, 4/e

Brealey, Fundamentals of Corporate Finance, 2/e
Colander/Sephton/Richter, Microeconomics, 2/e

Colander/Sephton/Richter, Macroeconomics, 2/e

Edmonds/Tsay/Eliason, Fundamental Managerial Accounting Concepts, 1/e
Mallouk, Deluxe Spa Products, 3/e

Passer/Smith/Atkinson/Muir, Psychology Frontiers and Applications, 1/C/e
Rosen/Dahlby/Smith/Boothe, Public Financein Canada, 2/e
Schaefer/Floyd/Haaland, Sociology, A Brief Introduction, 1/C/e




School

Leitenberg, Health Issues 9 (Alberta)

Paquette/Gini-Newman/Flaherty/Horton/Jopling/Miller/Tittle/Y an, Philosophy Questions and Theories
Holloway/Holloway/Witte/Zuker, Individuals and Families in a Diverse Society
Canton/Erdman/Irvine/Lim/McLaren/Meisel/Miller/Speijer, MHR Mathematics of Data Management
Canton/Erdman/Irvine/Lim/McLaren/Meisel/Miller/Speijer, MHR Mathematics of Data Management -
(Trillium Edition)

Brosseau/Byers/Erdman/M cCudden/M ehler/Miller/Perivol aris/Saarimaki, MHR Mathematics: Preparing for
College & Apprenticeship 12

Brosseau/Byers/Erdman/M cCudden/M ehler/Miller/Perivol aris/Saarimaki, MHR Mathematics: Preparing for
College & Apprenticeship 12 (Trillium Edition)

Dearling/D’ Agostino/Erdman/Ferneyhough/Ferneyhough/Fortune/Hamilton/Knill/Stewart, MHR Calculus &
Advanced Functions

Dearling/D’ Agostino/Erdman/Ferneyhough/Ferneyhough/Fortune/Hamilton/Knill/Stewart, MHR Cal culus &
Advanced Functions (Trillium Edition)

M ustoe/Jansen/Webb/Hayhoe/ Cherkas/Gaylor, Chemistry 12

M ustoe/Jansen/Webb/Hayhoe/ Cherkas/Gaylor, Chemistry 12 (Trillium Edition)
Dick/Edwards/Gue/Brown/Callcott, Physics 12

Dick/Edwards/Gue/Brown/Callcott, Physics 12 (Trillium Edition)
Blake/Craven/Dobell/Flood/Jasper/Little/Mason/Price, Biology 12
Blake/Craven/Dobell/Flood/Jasper/Little/Mason/Price, Biology 12 (Trillium Edition)
Bullard/Chetty/Dobell/Floor/Gal braith/Grace/ Jasper/M ason/M atovinovic/Price, MHR Biology (Atlantic
Edition)

Brune/Bulgutch/Bal dwinFauknor/Hawes/Fielding, Defining Canada: History, Identity, and Culture

Trade, Professional and M edical
Cavoukian/Hamilton, The Privacy Payoff
Garner, Cabbagetown

Dividend Payment

On July 23, 2002, your Directors declared the second quarter dividend of 15¢ per share which was paid on
August 27, 2002, to shareholders of record on August 6, 2002.

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

October 31, 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

Linnie Walsh

Investor Relations Coordinator

Tel (905) 430-5054

Fax (905) 430-5063

Email: linniew@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)



