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To The Shareholders

M anagement’s Discussion and Analysis

This management’ s discussion and anaysis (“MD&A”) provides a detailed analysis of McGraw-Hill
Ryerson’s business and compares its 2005 financial results with those of the previous year. In order to better
understand the MD&A, it should be read in conjunction with the Financial Statements for the year ended
December 31, 2004 and itsrelated notes. The Corporation prepares and filesits financial statements and
MD&A using Canadian dollars and in accordance with Canadian generally accepted accounting principles
(“GAAP’). Thefinancia statementsand MD&A, aswell as additional information regarding M cGraw-Hill
Ryerson are available at www.sedar.com. This MD&A is made as of April 28, 2005.

Cautionary Note Regar ding Forwar d-L ooking Statements

Some of the information contained in this MD& A may contain "forward-looking statements.”
Forward-looking statements may include, among others, statements regarding our future plans, costs,
objectives or economic performance, or the assumptions underlying any of the foregoing. InthisMD&A we
use words such as "may," "would," "could,” "will," "likely," "believe," "expect," "anticipate," "intend,"
"plan,” "forecast,” "project,” "estimate," and similar words to identify forward-looking statements.
Forward-looking statements should not be read as guarantees of future performance or results, and will not
necessarily be accurate indications of whether or the times at or by which such future performance will be
achieved. Forward-looking statements are based on information available at the time and/or management®
good faith belief with respect to future events and are subject to known and unknown risks, uncertainties, and
other unpredictable factors, many of which are beyond our control. These risks and uncertainties include, but
are not limited to, those described under the heading "Risks and Uncertainties,” and could cause actual
events or results to differ materially from those projected in any forward-looking statements. We do not
intend, nor do we undertake any obligation, to update or revise any forward-looking statements contained in
thisMD&A to reflect subsequent information, events, or circumstances.

2005 First Quarter Results

Summary

The first quarter of each fiscal year generally represents a small proportion (between 9% and 12%) of
McGraw-Hill Ryerson’s total annual revenue. McGraw-Hill Ryerson typically reports aloss for the first
quarter because of the seasonal nature of our sales results and the first quarter of 2005 is no exception.

Revenue

Total revenue of $8.6 million was a 20% decrease compared to the prior year, as aresult of adecreasein
each of our divisions.

The Higher Education Division reported sales of $3.6 million, an 8.7% decrease from the prior year. In the
first quarter of 2004, orders had been accelerated in anticipation of the Company’sinternal system
implementation in early Q2, 2004. This shortfall is expected to correct itself during the year.



School Division reported sales of $2.7 million, a decrease of $1.6 million from 2004. The decrease was
mainly due to lower salesin Alberta as compared to 2004, when the Province spent excess budget funds on
education.

Trade, Professional, and Medical Sales declined by $0.2 million to $1.8 million. This shortfall compared to
prior year is expected to correct itself during the second quarter.

Revenue ($000's)
Q1/05 QU004 % Change
Higher Education $3,617 $3,963 (8.7%)
School $2,689 $4,302 (37.5%)
Trade, Professional, and Medical $1,819 $2,039 (10.7%)
Other $470 $441 6.5%
$8,595 $10,745 (20.0%)

Expenses

Operating expenses, comprised of cost of product and royalties, decreased to $4.2 million from $4.6 million.
This 10% decrease is directly related to the revenue decrease discussed above.

Editorial, selling, general, and administrative expenses decreased by 3.9% to $7.5 million from $7.8 million
in the first quarter last year. This decrease resulted from a general reduction across many expense aress,
reflecting the positive impact of cost controls.

Total amortization expense decreased by 16%, from $1.3 million in the first quarter of last year to $1.1
million. Quarterly amortization of publication costs is based on the seasonality of sales, and thereforeis
lower in 2005 than 2004.

The Company incurs foreign exchange gains and losses throughout the year as aresult of the volume of
related-party transactions, most of which are denominated in U.S. dollars. In the first quarter, the Company
reported a foreign exchange loss of $0.2 million (loss of $0.1 million last year), resulting mainly from
fluctuating exchange rates throughout the quarter. The Company continues to employ policies to minimize
the impact of these currency fluctuations.

Liquidity and Financial Resources (In Thousands of Dollars)

Balances as at: March 31/05 Dec. 31/04 March 31/04
Cash and cash equivaents $16,467 $21,496 $10,590
Total assets 76,966 87,372 74,874
Working capital 36,420 39,188 29,444
Accounts receivable 3,341 17,231 5,214
Inventories 14,218 11,543 12,108

Prior Y ear First
Current Quarter Prior Quarter Quarter

For the 3 Months Ended: March 31/05 Dec. 31/04 March 31/04
Cash flow from operations $(3,758) $12,800 $(9,215)
Prepublication investment 894 1,189 1,193
Capital asset additions 18 242 125
Dividends paid per share 0.18 0.18 0.165



Cash and cash equiva ents decreased in the quarter by $5.0 million. Cash balances generally decrease during
the first quarter each year because of the seasonality of sales. In the first quarter of 2004, cash balances
decreased by $10.9 million, primarily because of invoice payments to our majority sharehol der.

The accounts receivable balance decreased to $3.3 million ($5.2 million at the end of March 2004). The
Company’s collection performance is closely monitored in accordance with credit terms and industry
standards.

Inventories, at $14.2 million, are 17% higher than at the same time last year but 12% lower than the same
period in 2003. The prior year balance was unusually low as aresult of product returns to the Company’s
majority shareholder.

Prepublication investment decreased from $1.2 million in the first quarter of 2004 to $0.9 million. The
timing of prepublication spending varies from year to year depending on the publication plansin the
Company’s School and Higher Education divisions.

Capital asset purchases were minimal in the first quarter of 2005 which is consistent with the Company’s
plans and consistent with prior year.

As at the end of the first quarter, the Company had entered into operating leases, primarily for equipment, for
which the estimated future minimum annual |ease payments are $0.2 million in 2005 and $0.2 million in
2006 and $0.1 million in 2007.

The Company’s cash flow is cyclical during the year because of our sales cycle. During the low cash phase
of the cycle, in the second and third quarters, the Company has aline of credit available to meet forecasted
needs.

Transactions with Related Parties

The Company is a partialy-owned subsidiary of The McGraw-Hill Companies, Inc. which owns 70.1% of
the outstanding common shares. Under long-standing arrangements, the Company purchases books and
educational materials from the parent company and various international subsidiaries of The McGraw-Hill
Companies, Inc. Inventory purchases during the first quarter 2005 were $4.0 million, down from $4.6
million in the same quarter in 2004. In addition, the Company pays royalties to the parent company for any
titles that have been adapted to the Canadian market.

The Company also sells books and educational materials to various international subsidiaries of The
McGraw Hill Companies, Inc. These purchases and sales are recorded at the exchange rates in effect at the
time of the transaction. In the normal course of business, the Company reimburses (and is reimbursed) for
common expenses shared with other McGraw-Hill entities. All such reimbursements are done at cost, using
exchange rates in effect at the time of the transactions.

The Company owed related parties $3.3 million at the end of the first quarter 2005, compared with $4.9
million at the end of March 2004 and was owed $5.2 million by the related parties at the end of the quarter,
down from $7.1 million at the end of March 2004.



Quarterly Results (2003, 2004, 2005)

Quarterly Income Statement ($000) — except Per Share Data

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
March 31 June 30 Sept. 30 Dec. 31

2005 2004 2003 2004 2003 2004 2003 2004 2003

Total Revenue $8,595 $10,745 $10,158 | $16,575 $18,316 | $38,234  $40,483 | $23,673  $20,608

Net Income
(Loss) for the
period (2,759) (1,819) (1,071 153 317 6,124 6,155 2,565 703
Net Income
(Loss) per share (1.38) (0.91) (0.54) 0.08 0.16 3.07 3.08 1.28 0.35

The comparative quarterly information has been reclassified from statements previously presented to
conform to the presentation of the 2005 quarterly information.

The Company®sales are cyclical based on the education industry® school terms for the School and Higher
Education divisions. Asaresult, the Company earns a significant proportion of itstotal salesin the third and
fourth quarters of each year.

The variance between the $2,759 loss reported in first quarter of 2005 and the $1,819 lossin prior year first
guarter is mainly attributed to reduced revenues.

Critical Accounting Estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results may differ from those
estimates.

The critical accounting estimates included in the financia statements are as follows:

The inventory obsolescence reserve is based upon management’ s assessment of the marketplace of
products in demand as compared to the number of units currently on hand. This calculationis
completed for each title. Should the estimate for inventory obsolescence vary by one percentage
point, it would have an approximate $0.2 million impact on operating profit.

The allowance for doubtful accountsis calculated by reviewing any specifically identified aged
accounts plus a general provision for the balance of the accounts. The impact on operating profit for
a one percentage point change in the allowance for doubtful accountsrate is $0.1 million.

The estimate for sales return reserve is calculated using the forecasted rate of returnsin future
periods. Thisforecast is calculated separately for each segment, and is based on the average rate of
returns over the past three years. Should the estimate for sales returns vary by one percentage point,
it would have an approximate $0.5 million impact on operating profit.
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Other

The number of common shares outstanding as of April 28, 2005 was 1,996,638.

RISKS AND UNCERTAINTIES
Educationa Funding Constraints in the School Market

Educationa funding varies from year to year depending on the current government’ s mandate and changing
curriculum cycles. Our opportunities regarding these curriculum cycles are determined by our publishing
focus. To help overcome the impact of public funding reductions, the Company has made great stridesin
researching, developing, and marketing innovative learning resources. These resources meet specific
learning needs of students while reducing the number of required teacher-contact hours.

Format and Délivery of Future Learning Resources

Changing media technology continues to affect the publishing industry in several ways: sales of non-print
materials have begun to increase as a percentage of total sales; there has been an increase in electronic piracy
over the Internet; and, most importantly, the format of future learning resources remains uncertain.

In response to these technological changes, all of the Company’ s divisions are developing innovative non-
print products as well as working on ways to prevent piracy. Further investment in this market will be
dependent on demand, cost, revenue management, and the acceptance of new technology by our customers.

Competition from Foreign-Based Virtual Bookstores

The advent of virtual bookstoresin the U.S. has created an avenue for Canadian consumers and students to
purchase published product directly from foreign retailers, thus eliminating the Canadian marketers and
distributors of the product. In particular, students will be able to access a very large source of second-hand
product, not previously experienced in Canada. Canadian virtual bookstores, on the other hand, have proven
to be effective retailers of McGraw-Hill Ryerson product and the Company is aggressively pursuing this
market segment.

Copyright Law

Recent court rulings in Canada have reinforced user rights. As mediatechnology continuesto evolve,
publishers may find it more difficult to protect their content effectively. These factors may impact the
Company’ s future sales and royalties from copyright collectives.

Dependency on Retail National Accounts

While national retail accounts account for asmall portion of the Company’ stotal business, their increasing
influence in the marketplace can increase the volatility of sales and returns.



Foreign Exchange

The following table sets forth, for each period indicated, the exchange rate for Canadian dollars expressed in
U.S. dollars at the end of that period.

2003 2004 2004 2004 2004 2005
Dec.31 Mar.31 June30 Sept.30 Dec.31 Mar. 31

Exchange Rate 0.771 0.745 0.734 0.777  0.815 0.826

A significant portion of the Company’ s purchases areincurred in U.S. dollars. As aresult, magjor exchange-
rate fluctuations between the Canadian and U.S. dollars will either positively or negatively affect net income.
The Company is employing policies to minimize the impact of these currency fluctuations.

Outlook

The outlook for 2005 remains unchanged after the first quarter: Fiscal 2005 is expected to be a stable sales
year for the Company. Moderate enrolment increases and demand for the Higher Education Division’s
industry-leading products and services will drive modest growth in that division. The Trade, Professional,
and Medical Division is aso forecasting a slight increase in sales for 2005, driven by continued demand for
its Business and General Referencetitles. Thiswill, however, be offset by a forecasted decline in the School
Division as aresult of a continuing trend toward School Board spending on core resources for elementary
schools where the Company does not have significant product offerings.

However, the Company still faces uncertainty in each of its markets. Funding availability, product format
and delivery methods are all subject to various levels of change. To meet these challenges, the Company
continues to invest in high quality people and technology. Our goal is to meet the informational needs of our
customers by developing innovative educational solutions, providing unparalleled customer satisfaction, and
fully utilizing the vast array of resources of The McGraw-Hill Companies, Inc.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS
(unaudited)
(In Thousands of Dollars)
Asof March 31, 2005 December 31, 2004 March 31, 2004
ASSETS
Current
Cash and cash equivalents $ 16,467 $ 21,496 $ 10,590
Accounts receivable 3,341 17,231 5,214
Due from affiliated companies 5,252 2,776 7,162
Inventories 14,218 11,543 12,108
Prepaid expenses and other assets 1,081 328 1,122
Income taxes recoverable 3,626 — 3,102
Future tax assets 1,589 2,411 1,391
Total current assets 45,574 55,785 40,689
Capital assets, net 19,396 19,733 20,379
Other assets, net 11,996 11,854 13,806
Total assets $ 76,966 $87,372 $74,874
LIABILITIESAND SHAREHOLDERS EQUITY
Current
Accounts payable and accrued charges 5,842 7,409 6,348
Income taxes payable — 453 —
Due to affiliated companies 3,312 8,735 4,897
Total current liabilities 9,154 16,597 11,245
Future tax liabilities 1,097 942 1,559
Total liabilities 10,251 17,539 12,804
Shareholders' equity
Share capital
Authorized — 5,000,000 common shares
Issued and outstanding — 1,996,638 common shares 1,997 1,997 1,997
Retained earnings 64,718 67,836 60,073
Total shareholders equity 66,715 69,833 62,070
Total liabilities and shareholders’ equity $ 76,966 $ 87,372 $74,874




McGRAW-HILL RYERSON LIMITED

STATEMENTSOF LOSSAND RETAINED EARNINGS

(In Thousands of Dollars except per share data)
For the three months ended

March 31, 2005

March 31, 2004

(Restated — Note 1)

REVENUE
Sales, net $ 8,236 $ 10,435
Other 359 310
Total revenue 8,595 10,745
EXPENSES
Operating 4,224 4,691
Editorial, selling, general and administrative 7,526 7,834
Amortization 1,107 1,321
Foreign exchange loss 190 136
Interest — 1
Total operating expenses 13,047 13,983
L oss beforeincome taxes (4,452) (3,238)
Provision for/(recovery of) income taxes
Current (2,794) (2,574)
Future 1,101 1,155
(1,693) (1,419)
Net lossfor the period $ (2,759) $ (1,819)
Retained earnings, beginning of period 67,836 62,221
Dividends paid to shareholders ($0.18 per share; 2004 - $0.165 per share) (359) (329)
Retained ear nings, end of period $64,718 $ 60,073
Loss per share
Basic $ (1.38) $ (0.91)
Diluted $ (1.38) $ (0.91)

Weighted average number of shares for basic and diluted earnings per share for 2005 and 2004 is 1,996,638.



McGRAW-HILL RYERSON LIMITED

STATEMENTSOF CASH FLOWS

(unaudited)

(In Thousands of Dollars)
For the three months ended Mar ch 31, 2005 March 31, 2004
OPERATING ACTIVITIES
Net loss for the period $(2,759) $(1,819)
Add/deduct non-cash items

Amortization 1,107 1,321

Future income taxes 977 1,155

Net change in non-cash working capital balances related to operations (3,083) (9,872)
Cash used in operating activities $(3,758) $(9,215)
INVESTING ACTIVITIES
Prepublication costs (894) (1,293)
Additions to capital assets (18) (125)
Cash used in investing activities (912) (1,318)
FINANCING ACTIVITIES

Dividends paid to shareholders (359) (329)
Cash used in financing activities (359) (329)
Net decrease in cash during period (5,029) (10,862)
Cash and cash equivalents, beginning of period 21,496 21,452
Cash and cash equivalents, end of period $ 16,467 $10,590
Supplemental cash flow information

Interest paid $ — $ 1

Income taxes paid $ 1,096 $ 2,455
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MCGRAW-HILL RYERSON LIMITED
NOTESTO INTERIM FINANCIAL STATEMENTS
March 31, 2005 (unaudited)

1. Basisof Presentation

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 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, 2004.

The same accounting policies and methods are followed as in the annual audited financial statements for the year ended December
31, 2004, with the exception of the accounting for shipping and handling costs. The Company has historically reported the net
costs of shipping and handling in operating expenses. All amounts billed to customersin a sales transaction for shipping and
handling are now classified as revenue. In the first quarter 2005, the comparative figures were reclassified to comply with this
presentation. The effect for the first quarter 2004 was an increase in revenue and a decrease in operating expenses of $131,000.

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 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, and 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, 2004:

For the three-month period ending March 31, 2005 For the three-month period ending March 31, 2004
Trade War ehouse Trade War ehouse
Higher Professional Fulfillment Higher Professional Fulfillment
Education  School and Medical  and Support Total Education  School and Medical and Support Total
Sales,
less returns $3617  $2,689 $1,819 $111 $8,236 $3963  $4,302 $2,039 $ 131 $10435
Amortization 613 181 5 308 1,107 636 321 6 358 1,321
Divisional
contribution
(loss) before
. 1,554 461 135 2,572 4,452 992 400 131 2,777 3,238
income tax (1554)  (461) (2572) (4,452 (992) (27 (3,239)
Recovery of
income taxes — — = (1,693)  (1,693) — — — (14190 (1,419
Total expenditures
for additions to
Capita| assets 15 — 3 — 18 84 15 8 18 125
Asat March 31, 2005 Asat December 31, 2004
Segment assets 13931 12,358 3,940 19,036 49,265 23,322 13,357 4,451 19,355 60,485
I
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Reconciliations
March 31, 2005

December 31, 2004

Segment assets 49,265 60,485
Unallocated assets
Cash and cash equivalents 16,467 21,496
Due from affiliated companies 5,252 2,776
Income taxes recoverable 3,626 —
Non-divisional prepaid expenses and other 767 204
Future tax assets 1,589 2,411
Total assets 76,966 87,372

Thefollowing titleswere published in thefirst quarter of 2005:

Higher Education

Balderson, Cdn. Entrepreneurship & Small Business Management, 6/e

Balderson, Management

Beechy/Conrod, Intermediate Accounting, Volume 1, 3/e

Beechy/Conrod, Intermediate Accounting, Volume 2, 3/2

Bevier, Introduction to Field Geology, 1/e

Bodie/Kane/Marcus/Perrakis/Ryan, Investments, Se

Feldman/Chick, P.O.W.E.R. Learning, 2/c/e

Field/Oliver, Environmental Economics Updated, 2/c/e
Frank/Bernanke/Osberg/Cross/MacL ean, Principles of Macroeconomics, 2/c/e
Good, Building a Dream: A Canadian Guide to Starting Your Own Business, 5/e
Hetherington/Parke/Schmuckler, Child Development: A Contemporary Viewpoint, 2/c/e
Hilton/Herauf, Modern Advanced Accounting in Canada, 4/e

Jones/Fane, Contemporary Management, 2/c/e
Passer/Smith/Atkinson/Mitchell/Muir, Psychology: Frontiers & Applications, 2/c/e
Ross/Westerfiel d/Jaffe/Roberts, Corporate Finance, 4/e

Santrock/MacK enzie/-Rivers/Leung/Mal comson, Lifespan Development, 2/cle
Tindal, A Citizen’s Guide to Government, 3/e

School

SRA, Prism Math Blue Sudent Wor kbook
SRA, Prism Math Brown Student Wor kbook
SRA, Prism Math Gold Sudent Wor kbook
SRA, Prism Math Green Sudent Workbook
SRA, Prism Math Orange Student Wor kbook
SRA, Prism Math Purple Sudent Wor kbook
SRA, Prism Math Red Sudent Wor kbook
SRA, Prism Math Yellow Sudent Wor kbook

Trade, Professional and M edical
No books published in Q1.
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Dividend Payment

On February 3, 2005, your Directors declared the fourth-quarter dividend of 18.0¢ per share to be paid on
March 10, 2005, to shareholders of record on February 17, 2005.

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

Executive Officer
Date: April 28, 2005
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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

Corporateand
Shareholder
I nformation

Gordon Dyer

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
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The Toronto Stock Exchange
Common Shares (MHR)



Form 52-109FT 2 — Certification of Interim Filingsduring Transition Period

|, Gordon K. Dyer, McGraw-Hill Ryerson Limited, Executive Vice President and Chief Financid
Officer, certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers Annua and Interim Filings) of McGraw-Hill Ryerson
Limited (the issuer) for the interim period ending March 31, 2005;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect
to the period covered by the interim filings, and;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings.

Date: April 28, 2005

Gordon K. Dyer
Executive Vice-President and Chief Financial Officer
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Form 52-109FT 2 — Certification of Interim Filingsduring Transition Period

I, John D. Dill, McGraw-Hill Ryerson Limited, President and Chief Executive Officer, certify that:

1 | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers Annua and Interim Filings) of McGraw-Hill Ryerson
Limited (the issuer) for the interim period ending March 31, 2005;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect
to the period covered by the interim filings, and;

3. Based on my knowledge, the interim financial statements together with the other financia
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings.

Date: April 28, 2005

John D. Dill
President and Chief Executive Officer
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