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To The Shareholders:

Thefirst quarter is historically the smallest of the fiscal year, resulting in anet loss for the
period. In addition, the cost of operating the businessis higher as aresult of increased activity
caused by significant levels of customer returns experienced during this period.

The first quarter of 2001 has been no exception, and has been exacerbated by significantly higher
volumes of returns than in 2000 in the Trade market. While this situation was accurately
predicted, and adequate balance sheet reserves and provisions were created at the end of fiscal
2000, the level of activity experienced during the first quarter has necessitated higher than
normal labour costs.

As aresult of the above circumstances, the Company has once again sustained aloss in the first
quarter.

During the first quarter of 2001 aggregate revenues fell by 8%, primarily reflecting weakness in
the Trade market. As expected, asignificant sale by the School Division in the first quarter of
2000 to the Government of Newfoundland, was not repeated in 2001. The negative impact of the
above issues was offset by strength in the Higher Education Division.

Higher Education Division

First quarter revenue grew by 18.1%, continuing the growth trend experienced over the last three
years. Expanded product offerings, and improved editorial, sales, and marketing alignment
continue to increase market share in this very competitive environment. The volume of sales
made in the first quarter by the Higher Education Division comprises asmall proportion of that
projected for the full year. Accordingly the success of this Division during the last quarter did
not materially offset weakness in the other divisions.

The Higher Education Division continues to concentrate its efforts and resources in focused
discipline areas and in under-serviced sa es territories

School Division

Revenue in the School Division dropped by 3.4% as aresult of the expected non-recurrence of a
March 2000 early adoption by the Government of Newfoundland discussed above. Adjusting for
the impact of this situation, sales growth in ongoing business amounted to approximately 7%.

Sales growth in this Division continues to occur as aresult of both increased product offerings
and market share.

Trade, Professional and Medical Division

Revenues fell 27.8% as aresult of the continued turmoil in the retail environment, in particular
the highly publicized rationalization in Canada’s major book retailers. Early indications point to
potential store closings and corresponding inventory reductionsin this market through the
remainder of 2001.



Outlook for the Remaining Months

Despite the year-to-date negative bottom line impact of seasonality, increased operational
activity, and the non-recurrence of several sales events experienced in 2000, as discussed above,
the Company is positioned to achieve sales and profit growth during 2001. Strategies and
initiatives implemented over the past severa years continue to result in consistent improvement
in the Company’ s performance.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS
(unaudited)
(In Thousands of Dollars)
Asof Mar ch 31, 2001 December 31,
2000
ASSETS
Current assets
Cash $ 5,283 $8,133
Accounts receivable 7,594 15,866
Income taxes recoverable 2,204 427
Due from affiliated companies 6,496 7,197
Inventories 20,117 15,214
Prepaid expenses and other assets 671 736
Future income tax assets 1,611 1,611
Total current assets 43,976 49,184
Capital assets, net 19,306 19,533
Prepublication costs 3,473 4,699
Contracts, copyrights, trademarks, agency rights and goodwill 402 405
Total assets $67,157 $73,821
LIABILITIES
Current Liabilities
Accounts payable and accrued charges $ 2,558 $ 7,245
Due to affiliated companies 15,311 15,840
Total current liabilities 17,869 23,085
Future income tax liabilities 1,845 1,845
Total liabilities 19,714 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 45,446 46,894
Total shareholders equity 47,443 48,891
Total liabilities and shareholders equity $ 67,157 $73821



McGRAW-HILL RYERSON LIMITED

STATEMENTSOF LOSS
(unaudited)

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

March 31, 2001

March 31, 2000

Revenue
Saleslessreturns $ 8,601 $ 9,347
Other 463 103
Total Revenue 9,064 9,450
Expenses
Operating 3,730 4,211
Editorial, selling, general and administrative 5,428 5,420
Depreciation and amortization 1,721 848
Exchange loss/(gain) 324 41
Interest 3 3
Total operating expenses 11,206 10,523
L oss before taxes 2,142 1,073
Provision for income taxes (964) (483)
Net loss $ 1,178 $ 590
Net loss per share $0.59 $0.30




McGRAW-HILL RYERSON LIMITED
STATEMENTS OF CASH FLOW

(unaudited)

(In Thousands of Dollars)
For the three months ended March 31, 2001 March 31, 2000
Operating Activities

Net loss for the period $ (1,178) $ (590)

Add/deduct charges to income not affecting cash

Depreciation and amortization 1,721 848
Net change in non-cash working capital balances related to operations (2,858) (4,044)

Cash (used in)/provided by operations $ (2,315) $ (3,786)
Investing Activities

Prepublication costs (125) (466)

Capital assets (140) (215)
Cash used in investing activities (265) (681)
Financing Activities

Dividends paid to shareholders (270) (270)
Cash (used in) financing activities (270) (270)
Net (decrease)/increase in cash during period (2,850) (4,737)
Cash, beginning of period 8,133 16,253
Cash, end of period $ 5,283 $11,516
Supplemental cash flow infor mation

Interest paid $ 16 $ 17

Income taxes paid $ 1,284 $ 1,139

Cash position consists of cash, term deposits and bank loans



McGraw-Hill Ryerson Limited

NOTESTO INTERIM FINANCIAL STATEMENTS
March 31, 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 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.

The same accounting policies and methods are followed as in the annual audited financial statements for
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 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 & 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:

2001 2000
Trade War ehouse Trade War ehouse
Higher Professional Fulfillment Higher Professional Fulfillment and
Education School And Medical  and Support Total Education School And Medical Support Total
Sales, less returns $3,141  $2,499 $2,961 $—  $8,601 $2,659  $2,587 $4,101 $—  $9,347
Amortization 831 588 9 293 1,721 417 158 8 265 848
Provisions for
income taxes = = = (964) (964) — — — (483) (483)
Divisional
contribution (loss) (898)  (1,078) 371 427 (1,178) (639) (314) 1,255 (892) (590)
Total expenditures
for additionsto
capital assets
and goodwill 50 54 13 23 140 32 21 8 154 215
Segment assets 10,468 8,888 10,160 21,261 50,777 16,371 12,483 8,814 18,023 55,691
L
Reconciliation
March 31, 2001 December 31, 2000
Segment assets 50,777 55,691
Unallocated assets
Cash and cash equivalents 5,283 8,133
Due from affiliated companies 6,496 7,197
Non-divisional prepaid expenses and other 384 357
Current future income taxes 1,611 1,611
Income taxes receivable 2,204 427
Contracts, copyrights, trademarks, agency, rights and goodwill 402 405

Total assets 67,157 73,821




Thefollowing titleswere published in thefirst quarter of 2001

Higher Education

Feldman/Collinsg/Green, Essentials of Understanding Psychology, 1/C/e
Baker, Families: Changing Trendsin Canada, 4/e
Robertson/Smieliauskus, Auditing: An International Approach, 2/C/e
Sommers/Barnes, Fundamental s of Marketing, 9/C/e

Willes/'Willes, Contemporary Canadian Business Law, 6/e
Kapoor/Dlabay/Hughes/Ahmad, Personal Finance, 1/Cle

Trade, Professional and M edical

Aldridge/Bullis, To Have & to Hold: The Smart Woman’s Guide to Money and Marriage
Sutherland/Thompson, Kidfluence: Why Kids Today Mean Business

McCurdy: How Much Is Enough?: Balancing Today' s Needs With Tomorrow’ s Retirement
Goals

On January 18, 2001, your Directors declared the fourth-quarter dividend of 13.5¢ per share to
be paid on February 22, 2001, to shareholders of record on February 1, 2001.

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

Executive Officer
May 9, 2001



