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All currency amounts in this Annual Information Form are stated in US dollars, unless otherwise indicated.

The financial information derived from the consolidated financial statements of MKS Inc. has been derived from
financial statements prepared in accordance with Canadian generally accepted accounting principles (“Canadian
GAAP”) unlessreferenceis otherwise made to United States generally accepted accounting principles (“US GAAP ).

MKS®, Implementer®, MKS Federated Server®, MKS Toolkit® and AlertCentre® are registered trademarks of MKS
Inc. This Annual Information Form may also contain trademarks of other companies.



NOTE REGARDING FORWARD LOOKING STATEMENTS

In addition to the historical information contained herein, this Annual Information Form contains certain forward-
looking statementsthat involve risks and uncertainties, such as statements of the Company’splans, objectives, strategies,
expectations and intentions. The words “may”, “would”, “could”, “will”, “intend”, “plan”, “anticipate”, “believe”,
“estimate”, “expect” and similar expressions, asthey relate to the Company or its management, are intended to identify
such forward-looking statements. Such statements reflect the Company’s views at July 23, 2007 with respect to future
events and are subject to certain risks, uncertainties and assumptions.

Many factors could cause the Company's actual results, performance or achievementsto be materially different fromany
future results, performance or achievementsthat may be expressed or implied by such forward-looking statements. These
factors include, but are not limited to, development of the ALM market, fluctuations in quarterly results, currency
exchange rate fluctuations, intense competition, management of growth, rapid technological change, dependence onand
retention of management and key employees, international sales, importance of maintenance contracts, economic
uncertainty, dependence on a limited number of products, acquisitions, distribution channels in the interoperability
market, potential for undetected errors in software, protection of intellectual property, reliance on third party
relationships, use of open source software, limited financial resources, litigation, concentration of ownership and market
meaturity in theinteroperability market. Seethe “Risk Factors” section of this Annual Information Form for more detailed
information regarding these risks and uncertainties. Although the Company believesthe expectationsrepresented by such
forward looking statements are reasonable, there can be no assurance that those expectations will prove to be correct.
Should one or more of these risks or uncertainties materialize, or should assumptions underlying the forward-looking
statements prove incorrect, actual results may vary materially from those described herein as intended, planned,
anticipated, believed, estimated or expected. The Company does not intend, and does not assume any obligation, to
update these forward-looking statements.

CORPORATE STRUCTURE

Name and Incor poration

MKS Inc. (“MKS” or the “Company”) is the successor to Mortice Kern Systems Inc., which was incorporated on
April 24, 1984 under the Business Corporations Act (Ontario) (the"OBCA"). Mortice Kern Systems Inc. amalgamated
with Mortice Kern Group Inc., 667964 Ontario Inc. and 933365 Ontario Inc. pursuant to articles of amalgamation filed
on May 1, 1994, and continued as Mortice Kern Systems Inc. Mortice Kern Systems Inc. amalgamated with
KJR Software Inc. pursuant to articles of amalgamation filed on May 1, 1998, and continued as Mortice Kern Systems
Inc. Pursuant to articles of amendment filed on October 11, 2001, Mortice Kern Systems Inc. changed its name to
MKS Inc. MKS Inc. amalgamated with Vertical Sky Canada Inc. pursuant to articles of amalgamation filed on May 1,
2002, and continues as the Company.

The Company's principal executive and head officeislocated at 410 Albert Street, Waterl oo, Ontario, Canada, N2L 3V 3,
and its telephone number is (519) 884-2251.

I nter cor por ate Relationships

The Company has three material subsidiaries, each of whichiswholly owned by MK S Inc., directly or indirectly. The
name and jurisdiction of incorporation of each of these subsidiariesis asfollows:

Name of Subsidiary Jurisdiction of Incorporation
MKS Software Inc. Delaware, USA
MKS Systems Limited England

MKS GmbH Germany



GENERAL DEVELOPMENT OF THE BUSINESS

Three Year History

MK S devel ops, markets, sells and supports software products and servicesthat enable I T organizationsto better manage
global development activity, achieve higher levels of process maturity and safeguard their most critical business
applications and software assets. MK S complements its software product offerings with a full range of services and
support, including trai ning, implementation, and process and application methodol ogy consulting, which are designed to
optimize enterprise customer deployment of the Company’s products.

The Company's products, together with the Company’s services and support offerings, provide solutions for enterprises
demanding high quality and productivity in their software development activities. MKS evaluates operational
performance based on two operating segments: software application lifecycle management (“ALM”) and systems
administration (“Interoperability” or “1O”). The segments are managed separately because each requires unique selling
and marketing strategies and is exposed to different competitive and market conditions.

The Company’sprimary focusisthe ALM segment. Within this market, the Company providesaunified ALM platform
that manages activities and artifacts within the software devel opment lifecycle, enabling critical busi nesstransformations
such as software component reuse strategies, application rationalization and development outsourcing within Global
1000 companies. The Company’s principal ALM offering, MKS Integrity, is built by design to offer a unique single
architecture providing higher levels of user productivity and collaboration, process standardization and visibility into
development and change management activity across the application portfolio through real time metrics, charting and
reporting. MKS also provides support for certain I T service management functions which are compatible with the IT
Information Library standards, and change management capability for packaged applications such as SAP and
Oracle/PeopleSoft. MK S softwareistypically deployed within large-scale, global organi zations across awide range of
industries, including financial services, retail, pharmaceutical manufacturing and healthcare, defense and automotive
manufacturing.

In fiscal 2002, MKS released its enterprise software product now known as MKS Integrity to manage artifacts and
activities within the software devel opment operations of large companies. This new enterprise software product along
with MK S’sexisting Source Integrity Standard version management system and | mplementer i Seriesproduct formed the
SCM business segment. Software configuration management isan industry term describing the discipline that manages
changesto computer source code. Over the past 5 years, the MK S ntegrity product hasenjoyed significant growth while
the Source Integrity Standard product has been phased out. The Implementer product line has shown only modest growth
but has consistently served as a beachhead for MK S Integrity sales.

Since 2002 MKS has focused primarily in the development of the MKS Integrity business by steadily improving the
breadth of capabilities of the system so that it can be used across a wide range of processes within the application
development department and more recently across information technology departments in general. These capabilities
now extend past basic devel opment tasksto include incident and problem management, requirements management, test
management, automated software deployment, and portfolio management. Additionally MKS extended the platform
support from Windows, System i and mainframe to include packaged applications such as ERP applications.

In fiscal 2005, MKS changed the name of its primary operating segment to the ALM segment from the software
configuration management (“SCM”) segment to reflect the significant increasesin the scope of MK S products marketed
within that business. Application lifecycle management is a superset of SCM capabilities entailing the broader
management of all activities surrounding the delivery of software applications within large enterprises, from
requirements management through to final deployment.

During its 2006 fiscal year MK S expanded its operations by establishing awholly-owned subsidiary in Singapore, and in
May of 2007established a wholly owned subsidiary in Japan, through which it is devel oping sales opportunitiesin the
Asia Pacific region.



The Interoperability segment encompasses products, namely MKS Toolkit, that address the issues surrounding UNIX-
Windows operating system co-existence, cross-platform devel opment, application migration, systems administration and
network management.

NARRATIVE DESCRIPTION OF THE BUSINESS
General
Select Segmented Revenue

The consolidated license revenue, maintenance revenue, service revenue and total revenue for the Company’sALM and
Interoperability business units for the two most recently completed fiscal yearsis set forth in the following table:

Fiscal Year Ended April 30

Cdn GAAP
(All amounts arein US Dollars, in thousands)
2007 2006
ALM  Interoperability Total ALM  Interoperability Total
License $ 15,248 $ 4,986 $20,234 $19,676 $4,984 $24,660
Maintenance 18,934 3,158 22,092 15,510 3,289 18,799
Service 5,988 10 5,998 4,842 21 4,863
Total $40,170 $8,154 $48,324 $40,028 $8,294 $48,322

Products

MK S providestoolsthat enabl e software devel opment teamsto increase staff productivity, to improve software quality
and to meet compliance requirements.

The Company’s products are broadly divided into two main product lines: ALM productsand Interoperability products.
ALM Products
MKS I ntegrity

The Company’sALM platform, MK SIntegrity, consists of asingle application which supportsincident management, ,
problem management, change management, requirements management, software configuration management, test
management, release management and packaged application change management. MK S Integrity manages software
development artifacts such as project definitions, requirements, specifications, source code, test plans, test cases, rel ease
schedules and incident tickets as well as managing and regulating al of the activities surrounding change to those
artifacts by users of the system. The use of a single application and underlying data model enables more robust
enforcement of processes, access control, effective user collaboration, traceability and reporting, in addition to
facilitating the collection of metrics to help organizations assess overall effectiveness of their software development
process.

The single architecture also reduces total cost of ownership by lowering implementation and training time and
administration costs. Highly flexible workflow automates a broad range of processes and methodologies across
distributed, System i and mainframe environments and more recently packaged applications.

MKS Integrity features an open application programming interface (“API”’) which integrationsinto other application life
cycle tools and repositories, devel opment environments and help desk environments.



MKS Integrity’s powerful processand workflow layer isfundamental to itssingle platform approachto ALM. Unified
process and control spans each stage of the application lifecycle, encompassing all major enterprise applications,
platforms, locations and roles. Powerful workflow supports many processes and methodologies and contains
configurable templates, forms, fields, charts and reports. MKS Integrity’s transparent, multi-tier architecture ensures
process control, scalability, security and easy administration across distributed, System i and mainframe platforms.

Additionally, MK S provides out-of -the-box solution templatesfor industry best practices, such asthe IT Infrastructure
Library (ITIL) enabling customers a quicker path to implementation.

MKS Integrity for Requirements Management

MKS Integrity isthe only ALM vendor to provide requirements management built as part of an application lifecycle
management platform, enabling traceability, change and configuration management over requirements through every
stage of the software development process from needs analysis to delivery. MKS Integrity is also distinctive in its
support for requirementsreuse. It provides capabilitiesto identify businessand user level requirements, and ensuresthat
development teams can build functioning software to satisfy those requirements. A repository maintains a history of
requirements and change. Hierarchical structure provides organization, traceability and impact analysis. Historical
reporting shows changesto requirements over time, assisting in managing project scope. A document view and rich text
support enables ease of system interaction for business users, and versioning, change management and baselining
support allows for requirements to be reused in parallel development scenarios.

MKS Integrity for Source Code Management

MKS Integrity’s powerful software configuration management for UNIX, Windows, and System i platforms protects
software assets, provides an audit trail of change, and supports development best practices — such as parallel
development and reuse— of today’s global application development teams. Superior control over software development
improves software quality and increases developer productivity. It can be integrated into existing technology
environments to leverage overall software investment for maximum advantage.

A platform transparent, multi-tier architecture ensures scalability and security across the enterprise, supporting
distributed development. An open API offers high quality integrations into development environments, and in
conjunction with MK Sntegrity’s process and workflow, provides powerful change and business process management.

MKS Integrity for Test Management

MKS Integrity provides the only test management solution on the market today built as part of an application lifecycle
management platform. Unlike other stand-alone vendor offerings, MK SIntegrity for test management breaks down the
walls between business analysts, development and QA, liberating teams from their silosto collaborate more fully, and
with greater ease for seamless requirements-based testing.

MKS Integrity for Packaged Application Change Management

MKS Integrity’s solutions for SAP, mySAP PLM, and Oracle/PeopleSoft provide process automation for change and
release management within the packaged application realm. Many enterprisestoday still managethe changeand release
process for ERP systems manually using spreadsheets.

MKS Integrity for Release Management

A secure, robust and flexible staging and deployment system to govern the software build development and release
process. MKS Integrity’s deployment management ensures repeatable and automated deployments of change to
production server environmentsto minimize system downtime, lower businessrisk and meet compliance and governance
goals.



MKS Integrity for Portfolio Management

Lifecycle data, metrics and trending derived directly from the application lifecycle management process ensures
unprecedented visibility across the entire application portfolio, encompassing custom development, application
maintenance and packaged application environments. MK S Integrity’s portfolio blends the capabilities of Application
Portfolio Management, Project Portfolio Management and I T Portfolio Management, and delivers valuable metrics,
charts and reporting relevant to every member of the team from devel oper to executive.

MKS Integrity for I T Service Management

MKS offers an industry-certified solution for ITIL, providing vital process linkage to and from IT operations to
development, and supporting incident, problem, change and configuration management processesrelied upon by change
advisory and review boards.

I mplementer

Implementer is the Company’s ALM product for System i (AS/400), with built-in devel oper’s workbench, user and
design change request management (via MKS Integrity’s process and workflow engine) and electronic software
distribution. Implementer provides devel opment change control by automating and tracking the movement of source
code and obyj ects between devel opment, testing and production while providing full on-linevisibility of changesmadeon
the user’s system. Implementer is tightly integrated with MKS Integrity to provide seamless process control,
enforcement and visibility across platforms.

I nter oper ability Products

The Company’s Interoperability products enable cross-platform development and systems administration. The
Company’s products and services are designed to work on and across most major hardware and software platforms,
enabling an organization to preserve existing information technol ogy investments while allowing simultaneous adoption
of, or migration to, new Web-based architectures.

Developer Products

The Company hasfour MKS Toolkit development products: MKSToolkit for Developers, Interoperability, Professional
Developers, and Enterprise Developers. These products provide solutions in the following areas:

. User Compatibility — providing users with a variety of command shells and hundreds of command-
line utilities that help make software engineers more productive on Windows machines.

. Platform Interoperability — providing users with secure interactive access to both remote Windows
servers and workstations and remote UNIX and Linux systems.

. Application Portability — offering developers the ability to recompile and relink UNIX and Linux
source code (C, C++, and FORTRAN) to produce native Windows executablesthat look like, act like,
and interact with other Win32 applications.

System Administration Products

MKS Toolkit system administration products contain tools and engines that have been optimized for building leading
system administration solutions.

MKSToolkit for System Administratorsisapowerful administration suitethat gives the user the ability to move data
and files between machines, remotely administer systems, and perform backups across multiple platforms.



AlertCentreisacomplete solution for monitoring, alerting and job scheduling. AlertCentre can monitor an enterprise’s
mission-critical systems and applications 24 hours a day, seven days a week to ensure its network, applications, and
I nternet/I ntranet-based information systems are running normally.

MKS X/Server provides secure, seamless access to character and X-based UNIX applications from the Windows
desktop. This allows users to leverage the benefits of new desktop platforms while connecting to UNIX applications
throughout the enterprise. Because MK S X/Server containsarich feature set that is easy to use, users can optimizetheir
personal computing environments while minimizing their overall cost of ownership over time. When bundled with MK S
Toolkit, MKS X/Server provides powerful scripting capability that allows usersto automate tasks, customize terminal
sessions, and devel op solutions configured to the needs of the organization.

Service and Support

The Company offers a full range of services in addition to support and software upgrades, including training,
implementation and process and application methodol ogy consulting that are designed to optimize enterprise deployment
of the Company’s products. Customer support and upgrades are offered together on an annual subscription feebasis. The
Company offers customer support through electronic mail, the Web, and by fax and tel ephone, and makes globa support
available 24 hours a day, seven days a week. With respect to the Company’s Interoperability products, original
equipment manufacturers (“OEMS”) typically offer first-level customer support to their end-user customers, and rely on
the Company for any additional support as needed.

Salesand Marketing
The Company has a separate sales and marketing strategy for each of the ALM and Interoperability business units.

For the ALM business unit, the Company continuesto build an enterprise sal esteam to address those customerswho are
replacing their mid-tier systemswith asingle, enterprise-wide devel opment and change management system. In addition
to selling ALM products, the Company’s direct sales force sells process consulting, training, implementation and
mai ntenance services. The salesforceis supported by pre-sal es application engineerswho havetechnical familiarity with
the Company’s ALM platform, competing productsand in solving customer problems, and by field services personnel in
geographic territories throughout the United States, Canada, the United Kingdom, Germany, Singapore and Japan.

For the Interoperability business unit, the Company employs a multi-channel sales and marketing strategy, using direct
sales, strategic rel ationships with Web service organizations, OEMs, distributors and other resellersto addressitstarget
markets. The Company sellsits productsdirectly and through resellersin North America, the United Kingdom, France,
Japan, Germany and other countries.

For both its ALM and Interoperability products, the Company has a strategy to build relationships with vendors of
leading complimentary products to facilitate the integration of the Company’s products with such other vendors’
products. In addition, the Company has established relationships involving co-marketing arrangements with other
software companies. In support of its sal es efforts, the Company al so conducts marketing programs, which may include
direct mail, partnership relations, advertising, seminars, trade shows, and ongoi ng customer communi cations programs.

Customers

The Company’s customers span a variety of industries and range from small firmsto large multinational corporations,
the magjority of whom are located in the United States. For each of the fiscal years ended April 30, 2007 and 2006,
revenues from customersin North America accounted for approximately 65% and 66% of total revenue, respectively.
All of the Company’s revenues are derived from products and services related to its participation in the software
applications devel opment market. In both fiscal 2007 and fiscal 2006, no single customer of the Company accounted for
10% or more of total revenues.



Resear ch and Development

The Company’s research and development organization is divided into product development teams for the ALM and
I nteroperability markets. The devel opment teams, supported by quality assurance and documentation specialists, develop
new functional enhancements and maintain software for the ALM and Interoperability product lines. The devel opment
group aso utilizes dedicated teams for strategic and tactical projects. The strategic team is responsible for designing
major product revisions to meet developing customer needs while the tactical team is responsible for maintaining the
existing code base and adding customer specific enhancements. The Company’s research and development expenses
were approximately $11.0 million in fiscal 2007 and $9.6 million in its 2006 fiscal year.

Competition

The Company currently hasanumber of established direct competitorsinthe ALM market including, Borland Software
Corporation, CA, Inc., IBM Corporation (Rational), Hewlett-Packard, Microsoft Corporation, Serena Software, Inc. and
Telelogic North America, Inc. The Company’s competition in the I nteroperability market includes Global Technologies,
Ltd., Microsoft Corporation, and Red Hat, Inc. The Company also faces competition from the internal development
efforts of many of the Company’s current and potential customers.

The markets in which the Company competes are highly competitive, subject to rapid technological change, and
significantly affected by new product introductions and the market activities of industry participants. The Company
expects competition to further increase and intensify in the future due to the activities of existing competitors, new
entrants, and software industry consolidation. Increased competition may result in price reductions, reduced profit
marginsand loss of market share, any of which could have amaterial adverse effect on the Company’sbusiness, results
of operations, liquidity and financial condition. See “Risk Factors — Risks Related to the Industry — Intense
Competition”.

Intellectual Property and Other Proprietary Rights

The Company relies primarily on a combination of copyright, trademark and trade secrets laws, confidentiality
procedures and contractual provisionsto protect its proprietary rights. Inaddition, the Company may apply for patentsto
protect itsintellectual property rights when it considers protection appropriate.

Employees

Asof April 30, 2007, the Company and its subsidiaries had approximately 323 full time employees, of whom 105 were
in research and development, 116 were in sales and marketing, 65 were in services and support and 37 were in human
resources, administration, finance and information technology services. None of such employees are covered by a
collective bargaining agreement.

Operations

Development and distribution of the Company’s products and services requires specialized skills and knowledge in
product development, marketing, sales and related support activities. These skills and knowledge are available to the
Company through both internal and external means; internally via its highly skilled workforce and externally via a
number of third-party relationships such asrelational database management systems, applicationsand development tool
vendors, software and hardware vendors and consultants. The Company’sintent in entering into theserelationshipsisto
keep pace with the technol ogical and marketing developments of major software vendors, to acquire technical assistance
for the Company’s product development efforts and to leverage the Company’s sales and marketing capabilities.

The Company’s production operations consist primarily of final packaging, CD burning, functional testing, quality
control and shipping. The Company assembles and packages its products internally, and certain of the Company’s
products are also shipped in electronic format viathe Internet.

The Company’sbusinessisneither cyclical nor seasonal; however it isaffected by avariety of factors, including general
economic conditions. See “Risk Factors”.



The principa geographic segments in which the Company conducts business are North America and Europe.
Facilities

The Company’s corporate headquarters arelocated at | eased premisestotalling approximately 75,000 squarefeet at 410
Albert Street, Waterloo, Ontario. The lease expires in August 2010, with an option to extend the term for two
consecutive periods of three years followed by one period of four years. The Company has alease for approximately
14,400 square feet of office space in Oakbrook Terrace, Illinois that will expire in February 2010 with an option to
extend theterm for aperiod of five years; aleasefor approximately 7,400 square feet of office spacein Fairfax, Virginia
that will expirein October 2010; aleasefor approximately 3,200 square feet of office spacein Toronto, Ontario that will
expire in September 2011 with an option to extend the term for two consecutive periods of five years; a lease for
approximately 10,200 sguare feet of office space in Esslingen, Germany that will expirein September 2010; aleasefor
approximately 4,500 square feet of office spacein Woking, the United Kingdom that will expirein December 2007; a
lease for approximately 1,300 square feet of office space in Singapore that will expirein June 2008. In fiscal 2007, the
Company’s rent expense (net of sub-lease income) for all of its leased facilities was $1.6 million (fiscal 2006 - $1.3
million).

Risk Factors

An investment in the securities of the Company involves risks. In addition to the other information contained in this
Annual Information Form, investors should carefully consider the risks described below before investing in the
Company’s securities. The risks described below are not the only ones facing the Company. Additional risks not
currently known to the Company or that the Company currently believes areimmaterial may also impair the business,
results of operations, financial condition and liquidity of the Company.

Development of the ALM Market

The Company’s strategy is to focus its sales and marketing efforts on the enterprise segment of the ALM market, a
segment that the Company believes is comprised of large corporations that have a need to improve the productivity,
processes and governance over internally developed software in large, dispersed I T departments. This segment of the
market is currently estimated to be 10% of the total ALM market of approximately $1 billion annually. The Company
believes that the enterprise segment of the ALM market will grow faster than the traditional desktop segment that has
been in decline in recent years due to high levels of competition.

As part of its strategy, over the past few quarters, the Company has released technology upgrades that extend the
applicability of itsplatform across asignificantly broader user base within itstarget enterprise customers. Whilethishas
generated significant interest among new large enterprise customers, increasing the val ue of the Company’s solution and
promising to establish much deeper adoption of the platform by them, it has added to the compl exity of salesinitiatives
and lengthened sales cycles.

The Company has focused its ALM strategy on penetrating Global 1000 companies. This strategy has had, and may
continueto have, an effect on the size and timing of license transactions and hasincreased and may continueto increase
the Company’s operating expenses (which may adversely affect the Company’s operating income and net income if
revenues do not increase proportionately) and the variability of the length of the sales cyclefor the Company’senterprise
ALM products.

There is no assurance that the Company’s strategy will be successful or that the Company will develop a profitable
business from selling its products and services into this segment of the market. The Company’s future financial
performance will depend inlarge part on the continued growth in the number of businesses adopting ALM productsand
the expansion of the products’ use on a company-wide basis.

Fluctuation in Quarterly Results

The Company's quarterly revenues and operating results have fluctuated significantly in the past and are likely to
fluctuate substantially from quarter to quarter in the future. Such fluctuations may result in volatility in the price of the
Company’s common shares (“Common Shares”). Quarterly revenues and operating results may fluctuate asaresult of a
variety of factors, including demand for the Company's products, the proportion of revenues attributableto license versus
service revenues, the introduction of new products and product enhancements by the Company or its competitors,
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changesin the Company’spricing policies or those of itscompetitors, the geographical mix of the Company’ssalesand
currency exchange rate fluctuations, unanticipated product discontinuation or deferrals by the Company’s OEM
customers, the fixed nature of asignificant portion of the Company’soperating expenses, particularly personnel, research
and devel opment and |eases, general economic conditions, and competitive conditionsin the ALM and Interoperability
markets. In the ALM segment of its business, the Company has focused its strategy on penetrating Global 1000
companies. Thisstrategy has had, and may continueto have, an effect on the size and timing of license transactions and
has increased and may continue to increase the Company’s operating expenses (which may adversely affect the
Company’s operating income and net income if revenues do not increase proportionately) and the variability of the
length of the sales cycle for the Company’s enterprise ALM products.

The Company has historically operated with little backlog becauseits software products are generally shipped asorders
arereceived. In addition, the Company has often recognized a substantial portion of itsrevenuesin the last month of a
guarter and often in the last week or days of that month. As a result, license fees in any quarter are substantially
dependent on orders booked and shipped in thelast month or last week of that quarter. Accordingly, asmall variationin
thetiming of recognition of revenuesfor specific transactions can adversaly and disproportionately affect the Company's
business, results of operations, liquidity and financial condition because the Company establishesitsexpenditurelevels
on the basis of its expected future revenues and only asmall portion of the Company's expensesvarieswith itsrevenues
in the short term.

Dueto all of the foregoing factors, the Company’s revenues and operating results are difficult to predict and may not
meet the expectations of market anal ystsand investors. In such an event, the trading price of the Common Shareswould
likely be materially adversely affected. Accordingly, the Company believesthat period to period comparisons of results
of operations are not necessarily meaningful and should not be relied upon as indicative of future performance.

Currency Exchange Rate Fluctuations

The Company’s financial results are reported in US dollars. Recent changes in the exchange rate between the United
States dollar and the Canadian dollar, Pound Sterling and the Euro have had the effect of decreasing revenues and
operating income earned and decreasing reported expenses incurred in Europe, while increasing reported expenses
incurred in Canada, as a significant portion of the Company’s expenses are incurred in non-US currencies. Future
fluctuations in those exchange rates could continue to have an effect on the Company's business and results of
operations. In particular, afurther declinein the value of the United States dollar relative to the Canadian dollar could
have amaterial adverse effect on the Company's results of operations and cash flows. The Company does not currently
undertake any exchange rate hedging activities.

A portion of the Company's sales outside of Canada and the United States are denominated in local currencies such as
Pound Sterling and Euros. Fluctuations in the value of the United States dollar in relation to foreign currencies may
adversely affect the ability of the Company to compete with respect to sales to foreign customers, or compel the
Company to maintain price levelsin local currencies, which could reduce the realized price in US dollars, thereby
negatively impacting revenue and profitability of foreign operations.

I ntense Competition

The markets for the Company's products and services are intensely competitive and rapidly changing and a number of
companies offer productsand servicessimilar to the Company's products and services and target the same customersas
the Company. The Company believesits ability to compete depends upon many factors within and outside its control,
including the timely development and introduction of new products and product enhancements, product functionality,
performance, price, reliability, customer service and support, sales and marketing efforts, product distribution, and
product releases by competitors.

Many of the Company's competitors and potential competitors are substantially larger than the Company and have
greater name recognition, larger customer bases and significantly greater financial, technical, marketing, public relations,
sales, distribution and other resources than the Company. As aresult, they may be able to respond more quickly to new
or emerging technologies and changes in customer requirements, or to devote greater resources to the devel opment,
promotion and sale of their products than the Company.

In addition, the Company anticipatesthat the quality, functionality and breadth of the Company’s competitors’ product
offerings will improve, and there can be no assurance that the Company will be able to compete effectively with such
product offerings. The Company expects that additional competition will develop, both from existing businessesin the
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ALM and Interoperability markets and from new entrants. Moreover, as competition increases, the prices that the
Company chargesfor its products may decline. In addition, the Company could be materially adversely affected if there
were a significant movement towards the acceptance of open source solutions or other alternative technologies that
compete with the Company's products. If the Company is not able to compete successfully, the Company's business,
financial condition and operating results could be materially adversely affected. The Company's most significant direct
competitors in the ALM market include IBM Corporation, Serena Software Inc., Telelogic North America, Inc.,
Computer Associates International, Inc. and Borland Software Corporation, and in the Interoperability market include
Microsoft Corporation and Red Hat, Inc.

Management of Growth

The Company hasin the past experienced significant growth in its business, including an expansion in the Company's
staff and customer base, the establishment of new distribution channels and the expansion of its product lines. Such
growth placed, and may continue to place, a significant strain on the Company's management and operations. The
Company’s ability to manage growth effectively in the future will require it to further develop and improve its
operational, financial and other internal systems, and to hire, train and manage employees. If the Company is unable to
manage its growth effectively, the Company's business, results of operations, liquidity and financial condition could be
materially and adversely affected.

Rapid Technological Change

Themarketsfor the Company's products are characterized by rapid technol ogical advances, evolving industry standards,
changes in end-user requirements and frequent new product introductions and enhancements. The introduction of
products embodying new technol ogies and the emergence of new industry standards could render the Company'sexisting
products, and products currently under development, obsolete and unmarketable. The Company's future success will
depend upon its ability to enhanceits current products, and to develop and introduce new products that keep pace with
technological developments, respond to evolving end-user requirements and achieve market acceptance. The
development of such new products or enhanced versions of existing products entails significant technological risks.
There can be no assurance that the Company will be successful in marketing its existing products or be successful in
developing or marketing new products or product enhancements on a timely basis, or that the Company will not
experience significant delays in development in the future, any of which could have a material adverse effect on the
Company's business, results of operations and financial condition.

Dependence on and Retention of Management and Key Employees

The Company’ssuccess will depend to avery significant extent on the performance and continued services of its senior
management and certain other key employees, the loss of any of whom could have a material adverse effect upon the
Company. In addition, the Company has hired anumber of key managerswithin the past three yearsand may continueto
expand its management team in the future.

The Company believesthat its future success will also depend in large part upon its ability to attract and retain highly
skilled technical, managerial and marketing personnel. Competition for such personnel isintense and the Company has
experienced difficultiesin recruiting qualified personnel and may continue to experience such difficultiesin the future.
There can be no assurance that the Company will be successful in attracting and retaining the personnel it requiresto
continue to maintain and expand its business. The Company does not have key person life insurance for any of its
management team.

International Sales

The Company believesthat itsfuture revenue and operating resultswill depend in part uponitsability toincrease salesin
international markets outside North America. Approximately 35% of the Company’s revenue is derived from sales
outside of North America, primarily Europe. Recently, the Company hasexpanded its Asia-Pacific salesforcein order to
expand its operations in that region. International sales are subject to various risks, including exposure to currency
fluctuations, political and economic instability, increased difficulty of administering business and the need to comply
with awide variety of international and domestic export laws and regulatory requirements. There are anumber of risks
inherent in the Company's international activities, including unexpected changes in Canadian or other governmental
policies concerning the import and export of goods, services and technology and other regulatory requirements, tariffs
and other trade barriers, costs and risks of localizing productsfor foreign languages, longer accountsreceivable payment
cycles, limitson repatriation of earningsand the burdens of complying with awide variety of foreignlaws. Thefinancia
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stability of foreign markets could also affect the Company's international sales. There can be no assurance that such
factors will not have a material adverse affect on revenues and expenses of the Company related to international sales
and, consequently, the Company's business, results of operations, liquidity and financial condition. In addition,
international income may be subject to taxation by more than one jurisdiction, which could also materially adversely
affect the Company's results of operations.

I mportance of Maintenance Contracts

Under the Company’s annual maintenance contracts, customers are provided with telephone support to assist themin
solving technical issues that arise from time to time in deploying and using the Company’s software products and are
supplied upgrades and patches for the Company’s productsfor the duration of the maintenance period. The upgradesand
patches provide new features and functionality as well as fixes to technical problems encountered by the customer
installed base. The Company has historically experienced ahigh rate of renewal of customer contractsand relieson the
cash flow generated from these renewal sto fund operations and provide liquidity asthe maintenance feesare paid a the
beginning of the contract period. Deterioration in the renewal rate of maintenance contracts could adversely impact the
revenue, profitability and liquidity of the Company.

Economic Uncertainty

The mgjority of the Company’s revenue has been, and is expected to continue to be, derived from customersin North
America. Trends in general economic activity in the United States impact spending by corporations in the area of
information technology, which includes the ALM and Interoperability markets.

Dependence on a Limited Number of Products

Substantially all of the Company'srevenuesare currently derived from alimited number of products and servicesoffered
by the Company inthe ALM and I nteroperability markets. Accordingly, the Company'sfuture results of operationswill
depend, in part, on maintaining and increasing market acceptance of these products and services, as well as on the
Company's ability to continue to enhance these products and services to meet the evolving needs of its customers. A
reduction in demand or increase in competition in the market for ALM or Interoperability solutions, or adeclineinsales
of such products and related services, could have a material adverse effect on the Company's business, results of
operations, liquidity and financial condition.

Acguisitions

The Company may in the future further expand its operations or product offerings through the acquisition of additional
businesses, products or technologies. There can be no assurances that the Company will be able to identify, acquire or
profitably manage additional businesseswithout substantial expenses, delays or other operational or financial problems.
Furthermore, acquisitions also entail numerousrisks, including: difficultiesin assimilating acquired operations, products
and personnel; unanticipated costs, eventsand legal liabilities; diversion of management's attention from other business
concerns; adverse effects on existing business rel ationships with suppliers and customers; risks of entering marketsin
which the Company haslimited or no prior experience; and potential 1oss of key employeesfrom either the Company’s
pre-existing business or the acquired organization. Some or al of theseriskscould have amaterial adverse effect onthe
Company's business, results of operations and financial condition. In addition, there can be no assurance that acquired
businesses, products or technologies, if any, will achieve anticipated revenues and income.

Acquisitions could also use a substantial portion of the Company's available cash; may result in the Company incurring
substantial debt, which may not be available on favourable termsand may adversely affect theliquidity of the Common
Shares; may result in the Company assuming contingent liabilities and taking substantial chargesin connectionwiththe
impairment of goodwill and amortization of other intangible assets; and may result in the issuance of equity securities
that would dilute existing shareholders. Thefailure of the Company to manageitsacquisition strategy successfully could
have a material adverse effect on the Company's business, results of operations, liquidity and financial condition.

Distribution Channelsin the Interoperability Market

The Company employs a multi-channel sales and marketing strategy, using direct sales, OEMs, distributors and other
resellers to address its global market for its Interoperability products. The Company expects that its | nteroperability
division will remain dependent upon these parties to distribute its products. In addition, the performance of OEMS,
distributors and other resellersis outside the control of the Company, and the Company isunableto predict the extent to
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which these organizations will be successful in marketing and selling the Company's Interoperability products. The
Company'sfailureto attract and retain sufficient direct sales personnel or to maintainitsexisting third-party relationships
or to establish new relationshipswith OEMs, distributorsand other resellers could have amaterial adverse effect onthe
Company's business, results of operations, liquidity and financial condition.

Potential for Undetected Errorsin Software

Software products, as complex asthose offered by the Company, often encounter devel opment delays and may contain
undetected defects when introduced or when new versions are released. The Company has encountered delays and
discovered previously undetected defectsin theintroduction of new products and product enhancements. There canbeno
assurance that the Company will not encounter product devel opment delaysin the future or that, despite testing by the
Company, errors will not be found in new products or product enhancements after commencement of commercial
shipments, resulting in damage to the Company's reputation, loss of revenue, loss of market share, delay in market
acceptance or warranty claims, any of which could have amaterial adverse effect upon the Company's business, results
of operations, liquidity and financial condition. Thisrisk isamplified for the Company because aportion of itssaleshave
been derived, and are expected in the future to be derived, from arrangements under which third parties embed the
Company's products in their own products.

Any significant errors in the Company's products, or in the products of third parties which embed the Company's
products, might discourage such third parties or other customers from utilizing the Company's products, which could
have a material adverse effect on the Company's business, results of operations, liquidity and financial condition.
Although the Company generally attemptsto limit by contract itsexposure to incidental and consequential damages, if a
court failed to enforce the liability limiting provisions of the Company's contracts for any reason, or if liabilities arose
which were not effectively limited, the Company's business, results of operations, liquidity and financial condition could
be materially and adversely affected.

Protection of Intellectual Property

The Company relies primarily on a combination of copyright, trademark and trade secrets laws, confidentiality
procedures and contractual provisionsto protect its proprietary rights. Substantial portions of the Company’s sales are
derived from the licensing of the Company’s products under shrink-wrap license agreements that are not signed by
licensees and therefore may be unenforceable under the laws of certain jurisdictions. The Company generally entersinto
confidentiality agreementswith its other licensees, employeesand third-party distributors. Despite the Company'sefforts
to protect its proprietary rights, unauthorized parties may attempt to copy and may succeed in copying aspects of the
Company's products or to obtain and use information that the Company regardsasproprietary. Furthermore, there can be
no assurance that others will not independently develop products similar to those of the Company.

In addition, the laws of some foreign countries do not protect the Company's proprietary rightsto asgreat an extent asdo
the laws of Canada or the United States. There can be no assurance that the Company's competitors will not
independently develop similar technology or that the Company's means of protecting its proprietary rights will be
adequate, and consequently the Company's business, results of operations, liquidity and financial condition could be
materially adversely affected.

The Company is not aware that any of its products infringe the proprietary rights of third parties. There can be no
assurance, however, that third parties will not claim infringement by the Company with respect to current or future
products. The Company expectsthat software product developerswill increasingly be subject to infringement claimsas
the number of products and competitorsinthe ALM and I nteroperability markets grow and the functionality of products
in these markets overlaps. Defense of such claims, with or without merit, could be time-consuming, result in costly
litigation, cause product shipment delays or require the Company to enter into royalty or licensing agreements. Such
royalty or licensing agreements, if required, may not be available on terms acceptable to the Company or at all, either of
which could have amaterial adverse effect upon the Company's business, results of operations, liquidity and financial
condition.

Reliance on Third Party Relationships

The Company has a number of third-party relationships that are significant to its marketing, sales and related support
activities and product development efforts. The Company relies upon relational database management systems
applications, and devel opment tool vendors, software and hardware vendorsto strengthen its product offerings through
integration with industry-standard toolsand utilities. The Company'sintent in entering into theserelationshipsisto keep
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pace with the technological and marketing devel opments of major software vendors, to acquire technical assistance for
the Company's product devel opment efforts and to leverage the Company's sal es and marketing capabilities. There can
be no assurance that these companies, many of which have significantly greater financial and marketing resourcesthan
the Company, will not devel op or market software products that compete with the Company’s productsin the future or
will not otherwise discontinue their relationships with or support of the Company. The failure of the Company to
maintai n its existing relationships, or to establish new relationshipsin the future, for any reason, could have amaterial
adverse effect on the Company's business, results of operations, liquidity and financial condition.

Use of Open Source Software

The Company usesavariety of “open source” and “free-ware” software productsin its products that are not maintained
or supported by the original developers of such products. The Company has not conducted any independent
investigations to determine if the sources of these third party software products have the rights necessary to permit the
Company to usethese productsfree of infringement claimsby third parties. The Company could possibly berequiredto
replace these third party software productswith internally developed or commercialy licensed components, which could
delay the Company’s product development plans or require it to pay licensing fees to third parties.

Limited Financial Resources

The Company believesthat expected cash flow from operations combined with existing cash and cash equivalents will
be sufficient to meet the Company’s cash requirements for the next twelve months. The Company does not currently
have any specific plans for external investments, but may make modest strategic investments in related products or
acquire customer bases, which could result in a utilization of cash balances or create a need for external financing. The
Company may utilize aportion of its cash balances or issue additional share capital or debt to finance such investments.
Failure to obtain such financing could result in the delay or abandonment of some or all of the Company’s business
plans, which could have amaterial adverse effect onitsbusiness, results of operations, liquidity and financial condition.

Litigation

The nature of the Company’s business subjects the Company to regulatory investigations, claims, lawsuits and other
proceedingsin the ordinary course of the Company’sbusiness. Theresults of theselegal proceedings cannot be predicted
with certainty. There can be no assurance that these matters will not have a material adverse effect on the Company’s
results of operationsin any future period, depending partly on the results for that period, and a substantial judgment
could have a material adverse impact on the Company’sfinancia condition.

Fromtimeto time, the Company may be required to enforceitsrightsunder contractual arrangementswithits customers,
including for non-payment of amounts owing. There can be no assurance that the Company will be successful in any
such action or that the Company will not incur significant expensesin the course of thelitigation or berequired to devote
amaterial portion of the Company’s management resources to any such action.

Concentration of Ownership

Thedirectors and executive officers of the Company as a group beneficially own, directly or indirectly, approximately
25% of the Common Shares outstanding. As a result, these shareholders, if acting together, could have significant
influence over matters requiring the approval of the shareholders of the Company, including the election of the
Company's Board of Directors and significant transactions. This concentration of ownership may have the effect of
delaying or preventing achangein control of the Company or otherwise cause the Company to take action that may not
beinthebest interests of all shareholders, either of whichin turn could reduce the market price per share of the Common
Shares.
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Market Maturity in the Interoperability Market

The Company has, in the past, derived significant growth from its products and servicestargeted at the Interoperability
market. The Interoperability market is now considered by the Company to be maturerelative to the other marketsthat it
addresses, and isexpected to undergo limited growth. The Company’slicense revenue from the 1O segment hasdeclined
in each of the past threefiscal years and the Company expectsto experience acontinuing declinein license revenuefrom
this segment. The market for Interoperability products and services generally is subject to aggressive competition,
resulting in increasing downward pressure on product licensing fees and gross margins. As a result of the relative
maturity of the Interoperability market and increasing competition in that market, the Company may be unable to
maintain or increaseits current level of revenuesfrom its I nteroperability products and services, or to achieve the same
level of gross marginsasit has achieved on thelicensing of I nteroperability productsin the past, each of which may have
amaterial adverse impact on the Company’s business, results of operations and financial condition.

DIVIDENDS

On June 7, 2006 the Company adopted adividend policy to pay aquarterly dividend, in such amount asthe Company’s
Board of Directors may from time to time determine, so long as the payment of the dividend does not impair the
Company’s financial position. The dividend policy will be reviewed from time to time by the Company’s Board of
Directorsin the context of the Company’searnings, financial condition and other relevant factors. The Company did not
pay any dividends on its Common Shares during fiscal 2005 or 2006. During fiscal 2007, the Company declared and
paid the following cash dividends on its Common Shares:

Date of Payment Amount of Dividend Record Date for Payment
(per Common Share)

July 17, 2006 U.S.$0.02 June 30, 2006

October 16, 2006 U.S.$0.02 September 29, 2006

January 15, 2007 U.S.$0.02 December 29, 2006

April 15, 2007 U.S.$0.02 March 30, 2007

The Company also paid acash dividend in the amount of U.S.$0.02 per Common share during the first quarter of fiscal
2008. The dividend was payable on July 16, 2007 to shareholders of record on June 29, 2007. Although the Company
intends to pay dividends in the future, there may be circumstances where the Company may change its position on
paying dividends. There is no guarantee that dividends will continue to be paid in the future.

CAPITAL STRUCTURE

The authorized capital of the Company consists of an unlimited number of Common shares and an unlimited number of
preferred sharesissuablein series.

The holders of the Common Shares are entitled to receive notice of and to attend all meetings of the sharehol ders of the
Company, except class meetings of other classes of shareholders, and to one votein respect of each Common Share held
at all such meetings. The holders of the Common Shares are entitled, subject to the rights of the holders of preferred
shares, to receive any dividend declared by the Company in respect of the Common Shares and to receive the remaining
property of the Company upon the liquidation, dissolution or winding-up of the Company.

The preferred shares of the Company may be issued at any time in one or more series. The holders of the preferred

sharesare not entitled to receive notice of or to attend any meeting of shareholders of the Company or to vote at any such
meeting, except in the case of (i) ameeting called for the purpose of authorizing the dissolution of the Company or the
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sale, lease or exchange of all or substantially all the property of the Company, or (ii) the failure by the Company, for a
period of 18 consecutive months, to pay dividends at the prescribed rate on the preferred shares, as applicable. The
preferred shares are entitled to preference over the Common Shares with respect to priority in the payment of dividends
and the distribution of assets in the event of the liquidation, dissolution or winding-up of the Company or other
distribution of its assets among its shareholders for the purpose of winding up its affairs.

MARKET FOR SECURITIES
Market for Securities

The Common Shares of the Company are listed on the Toronto Stock Exchange. The monthly high and low pricesand
monthly volume for the Common Shares for the fiscal year ended April 30, 2007 are as follows:

Month High Low Monthly Volume
(CAD$ per Common (CAD$ per Common (in shares)
Share) Share)
May 3.40 3.05 1,217,810
June 3.34 241 3,572,889
July 3.10 2.55 265,932
August 3.15 2.38 635,906
September 2.80 2.25 897,020
October 2.79 2.28 604,060
November 2.79 1.69 837,032
December 2.09 191 687,131
January 2.20 1.90 445572
February 2.09 1.90 216,594
March 1.86 1.48 1,148,863
April 1.88 155 363,220

DIRECTORS AND OFFICERS

Directors

Thedirectors of the Company are elected annually and, unlessre-elected, retire from office at the end of the next annual
general meeting of shareholders of the Company.

As of July 23, 2007, the directors and executive officers of the Company as a group beneficially owned, directly or
indirectly, atotal of 12,533,452 Common Shares, representing approximately 25% of the Company’stotal outstanding
Common Shares.

Thefollowing table sets forth the names, municipality of residence and principal occupation of each of the directors of
the Company:

Name and Municipality of Principal Occupation Director Since
Residence

Philip Deck Chairman and Chief Executive January 22, 2001
Toronto, Ontario, Canada Officer of the Company

Robert Gibb™ President of CypressGroup Inc. ~ May 1, 1994

Toronto, Ontario, Canada

J. (lan) Giffen®® Technology Company Consultant  October 9, 2001
Unionville, Ontario, Canada  and Adviser
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Name and Municipality of Principal Occupation Director Since

Residence

Howard Gwin® Executive Management September 28, 2004
Shanty Bay, Ontario, Canada  Consultant

Christopher Hoffmann®? Executive Vice-President, September 23, 2003
Toronto, Ontario, Canada Brompton Limited

Gerald Hurlow Managing Partner, January 22, 2001
Toronto, Ontario, Canada HSD Partners Inc.

Alex White Chief Architect of the Company  October 20, 2000
Waterloo, Ontario, Canada

Notes:

0] Member, Compensation and Corporate Governance Committee.

(%) Member, Audit Committee.

The principal occupation of each member of the Corporation’s Board of Directors for the past five years
preceding the date hereof and additional biographical information is described below:

Philip Deck was appointed a Director and Chief Executive Officer of the Corporationin January 2001, and was
appointed Chairman in October 2001. From 1994 to January 2000, Mr. Deck served as Chairman of the Board of
Directorsand/or Chief Executive Officer of Certicom Corp., acryptography and information security company located in
Mississauga, Ontario.

Raobert Gibb has served as an outside member of the Corporation's Board of Directorssince May 1994 and was
appointed Chairman of the Board of Directors and Interim Chief Executive Officer of the Corporation in November
2000. Mr. Gibb served as Interim Chief Executive Officer until January 2001 and as Chairman until October 2001. In
October 2001, Mr. Gibb was appointed Vice-Chairman of the Corporation. Mr. Gibb is President of The Cypress Group
Inc., astrategic, operational and financial consulting firm, founded by himin October 1996. Heis President and director
of Carriff Engineered Fabrics Corporation, a private Delaware corporation specializing in the manufacturing and
marketing of specialty textiles. Mr. Gibb was Chief Operating Officer of The Coinamatic Group of Companies from
October 2002 until November 2003. Since 1996 he has been a Director of Agrico Canadal td. Canada'slargest privately
held fertilizer distribution and marketing company. In May 2000 Mr. Gibb was el ected Chairman of PrismMedical Ltd.,
apublicly traded medical devices company, a position he held until March, 2005. Mr. Gibb is currently a director of
Prism Medical Ltd. and a member of the audit committee.

J. (Ian) Giffen has served as an outside member of the Corporation’sBoard of Directorssince October 2001 and
previously served as an outside member of the Corporation’s board of directorsin the period April 1996 to September
1999. Since 1996, Mr. Giffen has been an advisor/director to software companies and technology investment funds.
From January 1992 to January 1996, Mr. Giffen was Vice President and Chief Financial Officer at Alias Research, a
developer of 3D graphics software. Mr. Giffeniscurrently adirector of Descartes Systems Inc., Corel Corporation Inc.
and RuggedCom Inc. as well as a director/advisor to a number of other private companies. Mr. Giffen is a Chartered
Accountant and hasaBachelor of Artsdegreein businessadministration from the University of Strathclydein Glasgow.

Howard Gwin has served as an outside member of the Corporation’s Board of Directorssince September 2004.
Mr. Gwiniscurrently an executive management consultant, advising chief executive officersin thetechnology industry.
Prior to being an executive management consultant, Mr. Gwin served as a Consultant at Solect Technology Group, a
provider of billing, customer care and service management software from May 2000 to December 2000 and as President
and Chief Executive Officer of Solect Technology Group from February 2000 to April 2000. Prior to Solect, Mr. Gwin
served as Executive Vice President, Worl dwide Operations at Peoplesoft, Inc. from February 1999 to January 2000, as
Senior Vice President, International from January 1998 to January 1999, as Vice President, Europe from May 1996 to
December 1997 and as Vice President, Canada from September 1994 to May 1996. Mr. Gwin currently isadirector of
Taleo Corporation. Mr. Gwin holds a Bachelor of Business Administration degree from Simon Fraser University, of
Burnaby, British Columbia.
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Christopher Hoffmann has served as an outside member of the Corporation's Board of Directors since
September 2003. Mr. Hoffmann has been Executive Vice President of Brompton Limited, a provider of specialized
financial products and services, since October 2004. Prior to that, Mr. Hoffmann was a partner with the law firm
McCarthy Tétrault LLP in Toronto. Mr. Hoffmann has been a director of numerous publicly traded and private
companies. Currently heisadirector of The Delta Systems Inc. and President and director of Duntroon Energy Ltd.

Gerald Hurlow has served as an outside member of the Corporation's Board of Directors since January 2001.
Mr. Hurlow is Chairman of Cygnal Technologies Corporation, acommunication systemsintegration company, of which
he also served as Chief Executive Officer from 2004 to 2005. Mr. Hurlow is also the Executive Chairman of Delta
Systems|nc., aprovider of PC based automation control solutions, of which he also served as Chief Executive Officer
from 2000 to 2002. Since 1987, Mr. Hurlow has been a managing partner of HSD Partners Inc. (and predecessor
entities).

Alex Whiteisafounder of the Corporation and has served on the Corporation’s Board of Directorsfrom May
1994 until September 2000 and from October 2000 to the present. Mr. White is currently Chief Architect of the
Corporation and was also Vice President, Product Development from January 1995 until March 2001. From January
1991 until January 1995, Mr. White served as Vice President, Specia Projects of the Corporation.

The Board of Directors currently has two committees: the Audit Committee, as required by the Business
Corporations Act (Ontario), the Corporation’s governing statute, and the Compensation and Corporate Governance
Committee.

Audit Committee

The Audit Committee overseesthe quality and integrity of the Corporation’sinterim and annual consolidated financial
statements; invol ves management and outside auditorsin assessing the Corporation’sfinancia reporting proceduresand
itsinternal control systems; reviewsthe scope of examinations by independent auditors; and meetswith management and
independently with the auditorsto review audit findings and recommendations. The members of the Audit Committee
are Messrs, Giffen, Gwin and Hoffmann.

Audit Committee Charter

The Company’s Audit Committee operates under a written charter that sets out its responsibilities and composition
requirements. A copy of this charter is attached at Schedule “A” to this Annual Information Form.

Relevant Education and Experience

All members of the Audit Committee meet the independence criteria set out in Multilateral Instrument 52-110 — Audit
Committees (“M1 52-110”). Thefollowing setsout the rel evant education and experience of each director relevant to the
performance of his duties as a member of the Audit Committee:

Mr. Giffen is a Chartered Accountant and holds a Bachelor of Artsin business administration from the University of
Strathclyde in Glasgow. He has acted as a senior advisor and board member to a variety of public software companies
and technology investment funds. Mr. Giffenis, and has been in the past, a member of the audit committee of anumber
of public and private companies.

Mr. Gwin holdsaBachel or of Business Administration from Simon Fraser University. Mr. Gwinis, and hasbeeninthe
past, a member of the audit committee of a number of private companies.

Mr. Hoffmann is, and has been in the past, a member of the audit committee of a number of public and private
companies.

Based on the above information provided by each director, the Company believes that all members of the Audit
Committee are “financially literate” asthat termis defined in M1 52-110.
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Pre-Approval Palicies and Procedures

The Company’s Audit Committee has adopted a specific policy for the engagement of non-audit services from its
independent auditor.

Pursuant to this policy, the Audit Committee has pre-approved the following non-audit services (“Pre-Approved
Services”) to be performed by the external independent auditor:

. Accounting issue research and technical assistance, including current update sessions

. Specified audit procedures beyond the scope of the consolidated audit

. Advisory services with respect to compliance with Canadian investor confidence rules

. Routine corporate tax advisory services, including transfer pricing, general corporate tax advice,
research, tax authority audit support and advice with respect to government incentives

. Compilation of corporate tax returns

. International tax planning

. Compliance and advisory services related to international employee transfers

. Indirect tax recovery, compliance and advisory services (VAT, PST, GST, payroll tax and other

commaodity taxes) including compliance advice, audit support and recovery services

The Audit Committee will periodically review and update thelist of Pre-Approved Servicestoinclude other servicesthat
are recurring or otherwise reasonably expected to be required. The Audit Committee will be informed on a quarterly
basisasto the servicesfor which the external independent auditor has been actually engaged, and the total fees charged
for those services.

For non-audit services other than those included in the list of Pre-Approved Services, the CFO of the Company will
submit a request, which must include a description of the service, the estimated fee, and the reason the service is
required, to the Audit Committee Chair for approval. Any service approved by the Audit Committee Chair will be
reported to the full Audit Committee at its next meeting.

External Auditor Service Fees

The aggregate fees billed by KPMG LLP, MKS Inc.’s auditor, in the years ended April 30, 2007 and 2006 for
professional services are set out below (all amounts stated in US dollars):

Services Rendered Fiscal 2007 Fiscal 2006
Audit Fees® $ 83,400 $53,200
Audit Rel E’;\%ed Fees @ 47,300 78,200
Tax Fees® - 31,800
All Other Fees @ - -

@ For the audit of the Company’s financial statements and for services normally provided by the auditor in
connection with statutory and regulatory filings. Audit fees for these services for fiscal years 2007 and 2006 were
$98,200 and $87,300, respectively. Differences from the amounts above are the result of the timing of actual billing
for services rendered.

@) For assurance and related services that are reasonably related to the performance of the audit or review of the
Company’s financial statements and are not reported in (1), including review of quarterly financial statements. Fees
for these services for fiscal years 2007 and 2006 were $51,100 and $62,100, respectively. Differences from the
amounts above are the result of the timing of actual billing for services rendered.
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® For tax related services, other than the fees reported in as Audit Fees or Audit Related fees, including preparation
of tax returns and tax consultancy services. Fees for these services for fiscal years 2007 and 2006 were $34,700 and
$31,800, respectively. Differences from the amounts above are the result of the timing of actual billing for services
rendered.

“ For services other than the fees reported as Audit Fees, Audit Related Fees or Tax Fees.
Compensation and Cor porate Gover nance Committee

The Compensation and Corporate Governance Committee acts on behal f of and subject to the direction of the Board in
all matters pertaining to the appointment, compensation, benefits and termination of the Chief Executive Officer, the
Chief Financial Officer and the three most highly paid executive officers. The Committee may provide advice and
supervision in respect of the appointment, compensation, benefits and termination of such other executives of the
Corporation, asit deems appropriate fromtimeto time. The Committee also makesrecommendationswith respect tothe
remuneration of the Board of Directors of the Corporation and its affiliates. The Committee also has responsibility for
overseeing the operations of the Board in discharging its mandate and responsibilities and reporting annually to the
Board on the effectiveness of the performance of the Board as a whole. The members of the Compensation and
Corporate Governance Committee are Messrs. Giffen, Gibb and Hoffmann.

Executive Officers

The following table sets forth the names, municipality of residence and position with the Company of each of the
executive officers of the Company:

Name and M unicipality of Residence Position and Office Held

PHiLIP DECK Director, Chairman and Chief Executive
Toronto, Ontario, Canada Officer
DOUGLAS SAWATZKY Chief Financia Officer

Waterloo, Ontario, Canada

MICHAEL HARRIS
Toronto, Ontario, Canada

THOMAS BOSANKO
Haymarket, Virginia, USA
PATRICK HIGBIE
Centreville, Virginia, USA
RoB MACKIN

Surrey, United Kingdom

THOMAS HORNEK
Nuertingen, Germany

DAVID JONES

Ngee Ann City, Singapore
DAVID MARTIN

Cambridge, Ontario, Canada

ARNOLD OzoLS
Oak Park, Illinois, USA

DAVID WIGG
Kitchener, Ontario, Canada

ELLYN WINTERS-ROBINSON
Cambridge, Ontario, Canada

President and Chief Operating Officer

President and Chief Operating Officer
Interoperability Business Unit

Vice President of Business Development

Managing Director, Northern Europe
Region

Managing Director, Central and Southern
Europe Region

Managing Director, Asia-Pacific Region
Vice-President, Product Management

Vice-President, North American Customer
Operations

Vice-President, Research and
Development

Vice-President, Marketing
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Except as described below and in the sub-section above entitled “Directors”, each of the officers of the Company has
been an officer of, or has served in another capacity with the Company for the past five years.

Douglas Sawatzky is Chief Financial Officer. Mr. Sawatzky joined the Company in October 2001 and hasheld
positions with the Company as Corporate Controller and Vice President, Finance. Mr. Sawatzky was appointed Chief
Financial Officer in December 2005. Prior to joining MKS, Mr. Sawatzky held various financial positions at United
Rentalsof Canadaand ATS Automation Tooling Systemsinc. Mr. Sawatzky isaChartered Accountant and a Chartered
Business Valuator.

Michael Harrisis President and Chief Operating Officer for MKS. Mr. Harriswas appointed Chief Operating
Officer effective July 22, 2002 and was appointed President in November 2005. Mr. Harriswasthe former President of
Industry Specific Applications (ISA) aswell as CEO of the Interealty division of Geac Computer Corporation. Prior to
hisexperience at Geac, Mr. Harris held executive positions of increasing responsibility at SunGard Data Systems, based
out of London, England and New Y ork, including Managing Director of North America. Mr. Harris holds aBachel or of
Science degree from the University of British Columbiaand an MBA from Y ork University.

Thomas Bosanko is President of the Company’s Interoperability business unit, a position he has held since
1999. From 1995 to 1999 Mr. Bosanko served as President and COO of DataFocus I ncorporated, which wasacquired by
the Company in 1999. Prior to 1995, Mr. Bosanko co-founded and was CEO of Convergent Solutions, Inc. (CSl), a
software company publicly-traded on NASDAQ. Mr. Bosanko served on the Board of Directors of CSI from 1987 until
1995. From 1994 to 1995, Mr. Bosanko also served on the Board of Directors of KTI, an energy company publicly-
traded on NASDAQ. Mr. Bosanko iscurrently ageneral partner in Monumental Venture Partners (MV P) and has served
as an advisor to MV P’s Board of Directors, as well as advisor to the Board of Directors of SonoMedica, Inc., one of
MV P’s portfolio companies.

Patrick Highie was appointed Vice President of Business Development for MKSin 2005. From 1999 to 2005
Mr. Highie served as Executive Vice President of the Company’s Interoperability business. Mr. Higbie served as a
Member of the Board of Managers of Monumental V enture Partners, LL C from 2000 until 2004, and served asaTrustee
of Wakefield School in The Plains, VA from 2000 until 2004. Mr. Higbiereceived aBSin Civil Engineering fromthe
U. S. Coast Guard Academy, and an MS in Civil Engineering from the University of Illinois. He is a Registered
Professional Engineer in the Commonwealth of Virginia.

Rob Mackin is Managing Director, Northern Europe Region and is responsible for all sales and service
activities in the United Kingdom and Northern Europe. Mr. Mackin joined MK S in 2003 and has held the position of
Managing Director since January 2005. Mr. Mackin was Director of Salesat i4i, Inc. from June 1998 to October 2003.
i4i, Inc. isaworld leader in the design and devel opment of collaborative content solutionsand technologies. Mr. Mackin
holds an Economics and Finance degree from the University of Western Ontario, Canada.

Thomas Hornek is Managing Director of Central and Southern Europe Region and isresponsible for all sales
and service activitiesin Central and South Europe. Mr. Hornek joined MK Sin November 1995 and hasheld the position
of Managing Director since 2001. Mr. Hornek holds adegree of business administration from the University of Applied
Sciences, Esslingen, Germany.

David Jonesis Managing Director of Asia-Pacific Region and isresponsiblefor al salesand service activities
in Asia-Pacific. Mr. Jonesjoined MK Sin December 2005. Prior tojoining MKS, Mr. Joneswas employed by Eontec Ltd
as Managing Director, Asia Pacific & Japan until its acquisition by Siebel Systems where Mr. Jones was employed as
General Manager and Vice President, Financial Services, Asia Pacific & Japan.

David Martin is Vice-President of Product Management. Mr. Martin has been with the Company since

December 1997. Prior to joining MKS, Mr. Martin was employed with the DMR Consulting Group, where he was
responsible for delivery of large enterprise projects.
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Arnold Ozolsis Vice-President, North American Customer Operations. Mr. Ozolsjoined MK Sin January 2003
asVice-President of North American Customer Operations. Prior to joining MK S, Mr. Ozols wasthe Vice President of
Customer Operationsfor Interealty, aleading provider of MLS and real estate agent productivity tools. Mr. Ozols was
with Interealty from April, 2000 to January, 2003.

David WiggisVice-President of Technology. Mr. Wigg joined MK Sin 1998 and was previously the Director
of Strategic Devel opment where he was responsiblefor the evolution of the company's coretechnology. Prior tojoining
MKS, Mr. Wigg was employed by technology companies HumanCAD and Virtek Vision Corp.

Ellyn Winters-Robinsonis Vice-President of Marketing for the Company, and bringsto the company morethan
20 years experience in high tech marketing and communications. She leads the Company’s corporate and ALM
functions, and is responsible for the development and execution of MKS's marketing strategy, programs and
communi cationstargeting the Global 1000 companies. Mrs. Winters-Robinson has been with the Company since January

1993, where she hasheld several positions, most recently as Director of Marketing. Prior tojoining MKS, Mrs. Winters-
Robinson was a senior communications officer with Atomic Energy of Canada Limited.

TRANSFER AGENT AND REGISTRAR

Thetransfer agent and registrar for the Common Sharesis CIBC Mellon Trust Company at itsprincipal transfer officein
Toronto, Ontario.

INTERESTS OF EXPERTS

Names of Experts

The financial statements of the Company for the year ended April 30, 2007 have been audited by KPMG LLP.
I nterests of Experts

KPMG LLP arethe auditors of the Company and have confirmed that they are independent with respect to the Company
within the meaning of the Rules of Professional Conduct of Ontario.

ADDITIONAL INFORMATION
Additional information concerning the Company can be found on SEDAR at www.sedar.com.

Additional information including directors’ and officers’ remuneration and indebtedness, optionsto purchase securities,
interests of insiders in material transactions and principal holders of the Company’s securities, where applicable, is
contained in the Company’s management information circular in respect of the Company’s most recent annual meeting
of shareholders that involved the election of directors. Additional financia information is provided in the audited
comparative consolidated financial statements of the Company for fiscal 2007 and the notes thereto and also in
management’s discussion and analysis for the same period.
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SCHEDULE “A”

AUDIT COMMITTEE CHARTER

A. Name

There will be an Audit Committee (“Audit Committee”) of the board of directors (the “Board”) of MKS Inc. (the
“Company™).

B. Purpose

The purpose of the Audit Committee, as delegated by the Board, isto provide oversight and make recommendationsto
the Board with respect to the Company's compliance with all financial disclosure and legal and regulatory requirements
relating thereto and provide oversight of accounting systems and internal controls, the quality and integrity of the
financial reports and the independence, qualification and performance of the Company's external auditors (“External
Auditors”).

In exercise of its oversight, it is not the duty or responsibility of the Audit Committee or its members to: (1) plan or
conduct audits; or (2) determine that the financial statements are complete and accurate and are in accordance with
generally accepted accounting principles.

Management of the Company (“Management”) isresponsiblefor: (1) the preparation, presentation and integrity of the
Company'sfinancial statements; (2) maintaining appropriate accounting and financial reporting principlesand policies
and systems of risk assessment and internal controlsand procedures designed to providereasonabl e assurance that assets
are safeguarded and transactions are properly authorized, recorded and reported in accordance with accounting standards
and applicable laws and regulations.

C. Composition of Committee, Constitution and Frequency of M eetings

The Audit Committee will consist of not lessthan 3 members, one of whomisthe Chair, all asdetermined by the Board.
At an Audit Committee meeting a quorum will be not less than a mgjority of its members. New Audit Committee
members will participate in such training and orientation as may be deemed by the Board or the Compensation and
Corporate Governance Committee to be necessary or appropriate in the circumstances.

The Audit Committee memberswill satisfy theindependence and financial literacy requirements of applicablelegidation
and stock exchange rules.

At least one member of the Audit Committee must have accounting or related financial expertise, which must involve:
(2) an understanding of the accounting principles used by the Company to prepareitsfinancial statements; (2) the ability
to assessthe general application of such accounting principlesin connection with the accounting for estimates, accruals
and reserves; (3) experience in the preparation, auditing, analyzing or evaluating financial statements that present a
breadth and complexity of issues that are generally comparable to the breadth and complexity of issues that can
reasonably be expected to be raised by the Company’s financia statements, or experience actively supervising one or
more persons engaged in such activities; (4) experience with internal controlsand proceduresfor financia reporting; and
(5) an understanding of Audit Committee functions.

The Audit Committee will meet at least quarterly and more frequently asthe Audit Committee, in itsdiscretion, deems
desirable. The Audit Committee can, in its discretion, invite others to attend its meetings. The Audit Committee will
meet separately with Management and the External Auditors periodically, as it deems necessary, but not less than
annually.

The Audit Committee will have the authority to: (1) engage independent counsel and other advisors, as it determines

necessary to carry out its duties; and (2) set and pay the compensation for any advisors employed by the Audit
Committee.
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The Chair of the Audit Committee will, on behalf of the Audit Committee, report to the Board on matters considered by
the Audit Committee, its activities and compliance with this Charter.

At least annually the Audit Committee will perform aself-eval uation to: (1) determinethe Committee's effectiveness; (2)
evaluate Committee succession plansrelated to Committee membership; and (3) review and assess the adequacy of this
Charter and, if required, recommend changes to the Board.

D. Responsibilities

1 Dutieswith Respect of the Appointment and Work of the External Auditors

The External Auditorswill both report to, and be ultimately accountabl e to, the Audit Committee and
the Board asthe representatives of the shareholders and be responsible for planning and carrying out
the audit of the annual financial statements of the Company.

The Audit Committee will recommend to the Board: (1) the External Auditorsto be nominated for the
purpose of preparing or issuing an auditor’sreport or performing other audit, review or attest services
for the Company; and (2) the compensation of the External Auditor.

The Audit Committee will be directly responsible for the oversight of the work of the External
Auditors which will include the following:

Q) review of the mandate of the External Auditors;

(i) review of the independence of the External Auditorsincluding the rotation of the partners
assigned in accordance with applicable laws and professional standards, the internal
quality control findings of the External Auditors' firm and peer reviews, and both the
nature of and amount of non-audit fees;

(i) review of the performance of the External Auditorsincluding the relationship between
the External Auditors and Management and the eval uation of the lead partner of the
External Auditors, taking into account the opinions of Management;

(iv) removal of the External Auditorsif circumstances warrant, after due inquiry and
discussion with the External Auditor;

(v) review analyses prepared by Management or the External Auditors setting forth
significant financia reporting issues and judgments made in connection with the
preparation of the financial statements;

(vi) resolution of any disagreements with Management; and

(vii) review of any audit problems or difficulties with Management's response.

The Audit Committee will discuss with the External Auditors the critical accounting policies and

practices and be advised of alternative accounting treatments of financial information and the

treatment preferred by the External Auditor.

The Audit Committee will also receive all material written communications between the External
Auditors and Management including the Management | etter and schedul e of unadjusted differences.

The Audit Committee will discusswith the External Auditors and then approve the audit plan, scope,
responsibilities, budget, staffing, the objectives, coordination, reliance upon Management, general
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audit approach, audit and rel ated fees, the responsibilities of Management and the External Auditors
and timing.

The Audit Committee will pre-approve al review or attest engagements and non-audit services, which
the External Auditors may perform for the Company or itssubsidiariesin each caseincluding fees, all
in accordance with the Company’s“MK S Services Provided by KPMG Pre-Approval Policy”. Insuch
instances, the items approved will be reported to the Audit Committee at its next scheduled meeting
following such pre-approval.

The Audit Committee will review the practicesrelated to the hiring of partners, employees or former
partners and employees of the present and former External Auditors to ensure compliance with the
rules of any applicable regulatory authority or stock exchange.

Financial Reporting and Compliance

The Audit Committee will review and discuss with Management and the External Auditors where
appropriate, the following financial documents and reports prior to public disclosure:

() annual audited financial statementsincluding the report of the External Auditorsto
sharehol ders of the Company and quarterly financial statements, including disclosures
made in Management's Discussion and Analysis of Financial Condition and Results of
Operations;

(i) all press releases discussing earning results or prospective earnings results, including pro
forma or adjusted non-GAAP information;

(iii) all certifications that may be made by the Chief Executive and Chief Financial Officer on
the annual or quarterly financial results, disclosure controls and procedures and internal
controls over financial reporting;

(iv) any legal, tax or regulatory matters that may have a material impact on the Company's
operations and financial statements; and

(v) any financial information contained in any prospectus, information circular or other
disclosure documents or regulatory filings containing financial information of the
Company.

The Audit Committee will ensure that adequate procedures are in place for the review of the
Company’s public disclosure of financial information extracted or derived from the Company’s
financial statements and will periodically assess the adequacy of those procedures.

The Audit Committee will oversee any auditing or accounting reviews or similar procedures or
investigations.

The Audit Committee will review, as appropriate, any report required by the appropriate regulatory
authority to beincluded in the annual management information circular related to the matters covered
by this Charter including the disclosure of the External Auditors' servicesand fees, Audit Committee
members and their qualifications and activities of the Audit Committee.

The Audit Committee will, if necessary launch special investigations with full access to books,
records, facilities and personnel of the Company.

The Audit Committee will review and approve any report to shareholders and others required by
applicable laws or regulations or stock exchange requirements stating whether it has:
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(vi) reviewed and discussed the audited financial statements with Management and the
External Auditors, as appropriate;

(vii) received from the public accountants all reports and disclosures required under legal,
listing and regulatory requirements and this Charter and have discussed such reports with
the External Auditors, including reports with respect to the independence of the External
Auditors; and

(viii)  based on the reviews and discussions referred to in clauses (i) and (ii) above, recommend
to the Board that the audited financial statements be included in the annual report.

Financial Reporting Processes, Accounting Policies and Standar ds

The Audit Committee will review with Management maj or issues regarding accounting principlesand
financial statement presentations, including any significant changesin the selection or application of
accounting principles and use of material estimates and judgement in preparing the financial
statements. This will also include a review of analyses prepared by Management setting forth the
impact of alternative GAAP methods and their impact on the financial statements.

The Audit Committee will review all related party transactions entered into by the Company.

The Audit Committee will also review the use of material special purpose entities and the business
purpose and economic effect of material off balance sheet transactions, arrangements, obligations,
guarantees and other relationships of the Company; the treatment for financial reporting purposes of
any significant transactions which are not a normal part of operations, including any material off-
balance sheet financing; legal including unasserted claims, tax or regulatory mattersthat may have a
material impact on the operations and financia statements including the use of any "pro forma" or
"adjusted" information not in accordance with generally accepted accounting principles.

Internal Controls

Management is responsible for designing an effective system of internal control. The Audit
Committee will oversee the activities of Management in implementing policies and procedures that
ensure the material risks are identified and that controls are adequate, in place and functioning

properly.

The Audit Committee will review any major issues regarding the adequacy of theinternal controlsand
the actions being taken in light of any material control deficiencies. This will include a review of
internal control findings made by Management and the External Auditors. The Audit Committee will
also discuss with the External Auditors the major accounting risk exposures and the steps
Management has undertaken to control them.

The Audit Committee will endeavour to ensure that the Company maintains an appropriate level of
testing of its system of internal controls. Management is responsible for reviewing, subject to Audit
Committee oversight, the adequacy and effectiveness of the system of internal controls.

The Audit Committee will review expensesincurred and guidelinesfor reimbursement from the Chief
Executive Officer of the Company.

The Audit Committee will participate in the appointment, promotion or dismissal of the Chief
Financial Officer and help determine his or her qualifications, access and compensation.
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Other

. The Audit Committee will have procedures for the receipt, retention and treatment of complaints
received by the Company regarding accounting, internal accounting controls or auditing mattersand
for the confidential, anonymous submission by employees of the Company of concerns regarding
guestionable accounting or auditing matters.

. Management will report to the Audit Committee on atimely basis all discovered incidents of fraud
within the Company, regardless of monetary value.

. The Audit Committee will at least annually provide oversight of the Company's risk management
policies including environmental risks, disaster recovery and business continuity plans, investment
policies and insurance coverage.

. The Audit Committee will review the quarterly Compliance Certificates to be provided by
management of the Company.
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