2nd Quarter Interim Report

2002

Summary of Financial Resultsfor the
Six Months Ended June
(unaudited)

McGraw-Hill Ryerson Limited
300 Water Street
Whitby, Ontario L1N 9B6



To Our Shareholders:

M anagement’s Discussion and Analysis

During the second quarter of 2002, total company revenue grew by 13.7% over the same period last
year. The salesincrease came primarily from the Higher Education and School Divisions, while the
Trade Division revenue remained at the same level as the prior year.

Second quarter expenses were 12% higher than last year. Excluding the benefit of exchange gain, total
expenses were 14% above the prior year, which is in keeping with revenue growth.

Net income after taxes for the second quarter at $1,030K was $469K higher than the same period in
2001.

Higher Education Division

Second quarter revenue rose by 14.5% over the prior year, continuing the growth trend experienced in
the past three years. The Higher Education Division continues to concentrate its efforts and resources
in specific discipline areas. Expanded product offerings in those areas have been complemented by
marketing and sales efforts, which led to market share gain.

School Division

Revenue grew by 21% in the second quarter, with 14.3% attributed to the first year distribution of The
Wright Group products. 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 second quarter remained unchanged from the prior year. While demand for general
interest and business titles has picked up, computer books have yet to recover. Continued returns
improvement over last year has resulted in sales after returns remaining constant at the 2001 level.

Outlook for the Remaining Months

We expect the Higher Education and School Divisions to achieve their revenue targets at rates above
the industry average. Effortsto expand publishing in selected discipline areas, complemented by our
focus on marketing and sales, will continue to produce solid results. We believe Trade sales are
stabilizing after last year’ s retail market turmoil and consolidation. We anticipate recovery will occur
in the second half of the year as the Canadian economy continues to strengthen.

Overal, the company iswell positioned to achieve strong sales and profit growth in 2002.



McGRAW-HILL RYERSON LIMITED

BALANCE SHEETS

(In thousands of dollars)

(unaudited)

As of June 30, 2002 December 31, 2001

ASSETS

Current
Cash $ — $21,307
Accounts receivable 10,950 15,904
Due from affiliated companies 7,815 3,395
Inventories 14,455 9,365
Prepaid expenses and other assets 1,372 394
Income taxes recoverable 4,106 —
Future tax assets 1,168 2,350
Total current assets 39,866 52,715
Capital assets, net 19,867 19,702
Other assets, net 15,757 13,637
Total assets $75,490 $86,054

LIABILITIES& SHAREHOLDERS EQUITY

Current
Bank indebtedness $ 402 $ —
Accounts payable and accrued charges 7,997 8,160
Income taxes payable — 2,085
Due to affiliated companies 12,585 19,726
Total current liabilities 20,984 29,971
Future tax liabilities 1,776 1,639
Total liabilities 22,760 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 50,733 52,447
Total shareholders equity 52,730 54,444
Total liabilities and shareholders equity $75,490 $86,054




McGRAW-HILL RYERSON LIMITED

STATEMENTS OF INCOME/(LOSS)

(unaudited)
(In thousands of dollars except per share data)
Three months ended June 30 Six months ended June 30
2002 2001 2002 2001

Revenue

Salesless returns $ 17,561 $ 15,343 $ 26,225 $ 23,944

Other 323 380 652 843
Total revenue 17,884 15,723 26,877 24,787
Expenses

Operating 8,062 6,737 11,968 10,467

Editorial, selling, general, and administrative 7,836 7,499 14,988 13,845

Amortization 1,287 905 2,317 1,708

Exchange gain (792) (443) (735) (119)

Interest 80 4 82 7
Total operating expenses 16,473 14,702 28,620 25,908
Income/(loss) befor e income taxes 1,411 1,021 (1,743) (1,121)
Provision for/(recovery of) income taxes

Current 978 531 (1,947) (1,642)

Future (597) (71) 1,319 1,138

381 460 (628) (504)

Net income/(loss) for the period $ 1,030 $ 561 $(1,115) $ (617)
Retained earnings, beginning of period $ 50,032 $ 45,446 $ 52,447 $ 46,894
Dividends declared to shareholders to date
(%0.30 per share; 2001-$0.27 per share) (329) (269) (599) (539)
Retained earnings, end of period $ 50,733 $45,738 $ 50,733 $45,738
Earnings (loss) per share

Basic $ 052 $ 028 $ (0.56) $ (0.31)

Diluted $ 052 $ 028 $ (0.56) $ (0.31)

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

STATEMENTSOF CASH FL OW

(unaudited)
(In thousands of dollars)
Three months ended June 30 Six months ended June 30
2002 2001 2002 2001
OPERATING ACTIVITIES
Net income/(loss) for the period $ 1,030 $ 561 $ (1,115 $ (617)
Add/deduct non-cash items
Amortization 1,287 905 2,317 1,708
Future income taxes (597) (7)) 1,319 1,138
Net change in non-cash working capital (5,266) (6,341) (19,029) (8,067)
balances related to operations
Cash used in operating activities (3,546) (4,946) (16,508) (5,838)
INVESTING ACTIVITIES
Prepublication costs (2,064) (328) (3,682) (1,876)
Additions to capital assets (102) (248) (920) (388)
Cash used in investing activities (2,166) (576) (4,602) (2,264)
FINANCING ACTIVITIES
Dividends paid to shareholders (329) (269) (599) (539)
Cash used in financing activities (329) (269) (599) (539)
Net decrease in cash during period (6,041) (5,791) (21,709) (8,641)
Cash, beginning of period 5,639 5,283 21,307 8,133
Bank indebtedness, end of period (402) (508) (402) (508)
Supplemental cash flow infor mation
Interest paid $ 80 $ 33 $ 8 $ 49
Income taxes paid $ 1,883 $ 509 $ 4,244 $1,793




McGraw-Hill Ryerson Limited

NOTESTO INTERIM FINANCIAL STATEMENTS
June 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

For the 3 month period ending June 30, 2002 For the 3 month period ending June 30, 2001
Trade, Warehouse Trade, War ehouse
Higher Professional Fulfillment Higher Professional Fulfillment
Education School And Medical  and Support Total Education School And Medical  and Support Total

Sdles, less returns $6,183 $8,313 $3,065 $— $17,561 $5,398  $6,848 $3,097 $—  $15343
Amortization 155 834 9 289 1,287 280 364 10 251 905
Provisions for
income taxes — — — 381 381 — — — 460 460
Divisional
contribution (loss) 2,246 2,045 549 (3,429) 1,411 63 1,096 370 (508) 1,021
Total expenditures
for additions to
capital assets and
goodwill 7 10 S 85 102 14 92 10 132 248




For the 6 month period ending June 30, 2002

For the 6 month period ending June 30, 2001

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, lessreturns $9,213 $11,448 $5,564 $— $26,225 $8539  $9,347 $6,058 $—  $23944
Amortization 683 993 18 623 2,317 561 584 19 544 1,708
Recovery of
income taxes — — — (628) (628) — — — (504) (504)
Divisiona
contribution (loss) 1,037 1,740 1,498 (6,018) (1,743) (835) 18 741 (1,045) (1,122)
Total expenditures
for additions to
capital assets and
goodwill 31 18 — 871 920 64 146 23 155 388
As at June 30, 2002 Asat December 31, 2001
Segment assets 16,582 18,512 6,798 18,595 60,487 16,089 15,512 9,558 17,419 58,578
I

Reconciliation

June 30, 2002

December 31, 2001

Segment assets $60,487 $58,578

Unallocated assets
Cash — 21,307
Due from affiliated companies 7,815 3,395
Non-divisional prepaid expenses and other 1,551 32
Current future income tax assets 1,168 2,350
Income taxes recoverable 4,106 —
Contracts, copyrights, trademarks, agency, rights, and goodwill 363 392

Total assets $75,490 $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 second quarter of 2002:

Higher Education

Frank/Bernanke/Osberg/Cross/MacL ean, Principles of Macroeconomics, 1/Cle
Ross/Westerfield/Jaffe/Roberts, Corporate Finance, 3/C/e
Sabin/Millar/Sine/Strashok, Gregg Reference Manual, 6/C/e

Winstanley/Langan, College Writing Skills with Readings, 3/Cle

Conrad, Act of Writing, 6/Cle
Hetherington/Parke/Schmuckler, Child Development, 1/C/e

Ferrell/Hirt/Bates/Currie, Business, A Changing World, 1/C/e
Good, Building a Dream, 5/e
Balderson, Canadian Entrepreneurship and Small Business Management, 5/e
Beechy/Conrod, Intermediate Accounting, 2/e
Price/Haddock/Brock/Hahn/Reed, College Accounting, 1/C/e
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School

Newman/James/Cohen/Watt/Butler, LEGACY: The West and the World

Leitenberg, MHR Health Issues 7

Leitenberg, MHR Health Issues 8

Colbourne/Fernandez/Hutton/Jantzen/M acFayden/ Sosnowski/Stoten, science.connect 1

Trade, Professional and Medical
Good, Building a Dream: A Canadian Guide to Sarting Your own Business, 5" Trade Edition
Dagenais/Gautschi, Driving Success in the B2B Networked Economy

Dividend Payment

On April 18, 2002, your Directors declared the first quarter dividend of 15¢ per share to be paid on May 23,
2002, to shareholders of record on May 2, 2002. Thisis an increase over the previous quarterly dividend
of 13.5¢ per share, which has been in effect since January 2000.

H. lan Macdonald, O.C., LL.D John D. Dill
Chairman of the Board President and Chief Executive Officer
July 30, 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

Corporateand
Shareholder
I nformation

Poling Y. Chu

Executive Vice President, Chief
Financia 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)



