Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Management's Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) comments on the consolidated
operations, performance and financial condition of MKS Inc. (“MKS” or the “Company”) for the three and six month periods ended
October 31, 2008 and October 31, 2007.

This MD&A should be read in conjunction with the unaudited consolidated financial statements of the Company and the related notes for
the three and six month periods ended October 31, 2008 and 2007. All currency amounts in this MD&A are stated in US dollars, unless
otherwise indicated.

The financial information set forth in this MD&A has been derived from the unaudited consolidated financial statements of MKS prepared in
accordance with United States generally accepted accounting principles (“US GAAP”).

Additional information relating to the Company, including the Company’s Annual Information Form, is on SEDAR at www.sedar.com.
The date of this MD&A is November 24, 2008.

Forward Looking Statements

Except for the historical information contained herein, the discussion in this MD&A contains certain forward-looking statements that involve
risks and uncertainties, such as statements regarding the Company’s plans, objectives, strategies, expectations and intentions. The words
“may”, “would”, “could”, “will”, “intend”, “plan”, “anticipate”, “believe”, “estimate”, “expect” and similar expressions, as they relate to the
Company or its management, are intended to identify such forward-looking statements. Such statements reflect the Company’s views as at

the date of this MD&A 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 achievements to be materially different from any future results,
performance or achievements that 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 on and retention of management and key employees, importance of
maintenance contracts, economic uncertainty, international sales, 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, litigation, concentration of ownership and market maturity in the interoperability market.
See the “Risk Factors” section of this MD&A for more detailed information regarding these risks and uncertainties. Although the Company
believes the expectations represented 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, except as required by law.

About the Company

MKS evaluates operational performance based on two operating segments: application lifecycle management (“ALM”) and systems
administration (“Interoperability” or “10”). The segments are managed separately because each requires unique selling and marketing
strategies and is exposed to different economic environments.

The Company'’s primary focus is the application lifecycle management (ALM) segment. ALM encompasses the management of all the
activities and the artifacts that relate to or impact custom or packaged software applications including Requirements Management, System
Design, Software Configuration Management, Change Management, Test Management and Release Management and the integration and
control over a diverse array of software design, modeling and testing tools.

MKS Integrity™ is an enterprise ALM platform that provides consistent capabilities across all disciplines of the application lifecycle by
defining hierarchies, relationships and change management processes for numerous user defined application artifacts. Unlike other ALM
offerings that have been assembled by acquisition, MKS Integrity is a unified platform providing enterprise class scalability and multi-
platform capability to support large scale software reuse initiatives, workflow-based collaboration and rich mining of application activity
data to deliver higher team productivity, visibility and compliance for software engineering and IT organizations.

MKS focuses its marketing and sales efforts on enterprises with large software development organizations. The Company targets companies
that deliver software within their products such as software vendors and electronics, automotive and defense companies, systems
integration companies and the software development departments of major corporations which use internally developed applications to
run their businesses, such as banks and pharmaceutical and telecommunications companies.

The MKS Interoperability segment encompasses products, namely MKS Toolkit®, which addresses the issues surrounding UNIX-Windows
operating system co-existence, cross-platform development, application migration, systems administration and network management.

Performance Highlights

Overall, in the three months ended October 31, 2008 (“Q209”) revenue increased 19% from the three months ended October 31, 2007
(“Q208"). In Q209, the Company realized higher revenue across each of its revenue components, with license, maintenance and services
revenue increasing 25%, 10% and 33%, respectively, compared to Q208. For the six months ended October 31, 2008, revenue increased 16%
compared to the six months ended October 31, 2007.

The volume of transactions over $100,000 increased as the Company completed 23 transactions over $100,000 in Q209 compared with 22 in
Q208. In addition, there were 4 transactions in Q209 in excess of $500,000 compared with none in Q208. The Company continued to close
deals with both new customer installations as well as expanding deployment of its products in its existing installed base.

Operating income increased to $2.0 million for the quarter ended October 31, 2008 compared with $0.5 million in the quarter ended
October 31, 2007. Operating costs increased by $1.2 million, or 9%, in Q209 compared to Q208. The increase in operating costs was primarily
attributable to a foreign exchange charge, which accounted for an increase from period to period of $0.8 million, and an increase in cost of
service, which related to higher volume of services delivered in the quarter of $0.5 million. These increases in expenses were offset by a
general reduction Canadian denominated operating costs due to the lower value of the Canadian dollar relative to the US dollar in Q209


http://www.sedar.com/

compared with the first quarter of fiscal 2009. The Company’s headcount increased to 308 as at October 31, 2008 from 302 as at October 31,
2007, and no change from 308 employees at April 30, 2008.

In Q209, the Company continued to be subject to fluctuations in the exchange rates among the main currencies in which the Company
operates, namely the US dollar, Canadian dollar, Pound Sterling and Euro. These fluctuations, most predominantly the strengthening of the
US dollar against those other currencies had the effect of reducing operating costs in the quarter and generating a foreign exchange charge
on balances denominated in non-US currencies. Decreased costs in Q209 relating to the stronger US dollar against those other currencies,
particularly the Canadian dollar, amounted to a savings of $0.2 million in the quarter had those costs been recorded at the same exchange
rates as existed in Q208. In addition, the Company took a foreign exchange charge in the amount of $0.5 million in Q209 related to the
change in valuation of balance sheet items, namely the period end conversion of non-US denominated cash balances as well as inter-
corporate debt, compared with a foreign exchange gain of $0.3 million in Q208.
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