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RMS SYSTEMS INC.
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2011

The following Management’s Discussion and Analysis (MD&A”") of the financial results for RMS Systems Inc.
(the “Company”) should be read in conjunction with the condensed consolidated interim financial statements for
the nine months ended September 30, 2011. This MD&A was prepared as of November 28, 2011. It contains
certain forward-looking statements that involve known and unknown risks and uncertainties, such as changes in
commodity prices and government regulations, which are beyond the Company’s control. Actual results could
differ materially from those expressed here.

Forward-looking Statements

Certain information regarding the Company set forth in this report, including management's assessment of the
Company’s future plans and operations, contains forward-looking statements that involve substantial known and
unknown risks and uncertainties. These risks and uncertainties, many of which are beyond the Company’s
control, include the impact of general economic conditions and specific industry conditions, volatility of
commodity prices, currency fluctuations, environmental risks, competition from other competitors, the lack of
available qualified personnel or management, stock market volatility and ability to access sufficient capital from
internal and external sources. The Company’s actual results, performance or achievements could differ
materially from those expressed in, or implied by, these forward-looking statements, and accordingly, no
assurance can be given that any events anticipated by the forward-looking statements will transpire or occur, or
if any of them do, what benefits the Company can derive therefrom. Readers should be aware that historical
results are not necessarily indicative of future performance.

SIGNIFICANT EVENTS

On May 12, 2011, the Company completed a $7.36 million bought deal common share private placement
through an institutional brokerage firm (the “Underwriter”). The proceeds of this private placement will be used
to assist the Company with its growth initiatives. 10,825,000 common shares were issued at a price of $0.68
per common share. The fees to the Underwriter were 7% of the gross proceeds raised and 7% common share
broker warrants entitling the Underwriter to acquire one common share of the Company for a period of 24
months following the close of the transaction at an exercise price of $0.68 per share.

On May 20, 2011, the Company completed the installation of a RigManager System on the first drilling rig
located in the United States.

During Q2, 2011, two holders of the Convertible Debentures previously issued by the Company in October,
2010, have elected to convert the Convertible Debentures held by them at the stated conversion price of $0.30
per common share. As a result a total of 1,178,795 common shares have been issued in satisfaction of the
principal amount of the Convertible Debentures (in the amount of $350,000) and accrued interest (in the amount
of $3,639). The principal amount owed by the Company on the Convertible Debentures is currently $1,650,000.

During September, 2011 the company completed the field testing of its auto-driller and began rolling out auto-
driller units to rigs that had rental equipment previously installed and to rigs that did not have an auto-driller in
the past.

On October 19, 2011, the Company converted in the amount of $1,686,968 (principal and interest) of the
Convertible Debentures previously issued on October 15, 2010 and having a conversion price of $0.30 per
common share. As a result of these conversions a total of 5,623,227 common shares were issued. Following
these conversions, all of the Company’s Convertible Debentures have been extinguished.



OVERVIEW OF PERFORMANCE

Segment Financial Performance

3 Months Ended September 30, 2011

Rental revenue
Operating costs
Segment EBITDA
Amortization

Segment operating loss
Stock based compensation
Foreign exchange
Financing costs
Corporate services
Earnings

Total assets

Capital expenditures

3 Months Ended September 30, 2010

Rental revenue
Operating costs
Segment EBITDA
Amortization

Segment operating loss
Stock based compensation
Financing costs
Corporate services
Earnings

Total assets

Capital expenditures

9 Months Ended September 30, 2011

Rental revenue
Operating costs
Segmanet EBITDA
Amortization

Segment operating loss
Stock based compensation
Foreign exchange
Financing costs
Corporate services
Earnings

Total assets

Capital expenditures

9 Months Ended September 30, 2010

Rental revenue
Operating costs
Segment EBITDA
Amortization

Segment operating loss
Stock based compensation
Financing costs
Corporate services
Earnings

Total assets

Capital expenditures

Canada USA TOTAL
$ $ $
1,355,275 55,787 1,411,062
(1,500,973) (220,867) (1,721,840)
(145,698) (165,080) (310,778)
(440,691) (18,193) (458,884)
(586,389) (183,273) (769,662)
(66,265)
(15,352)
(42,139)
(69,597)
(963,015)
10,719,335 716,112 11,435,447
1,557,372 82,735 1,640,107
Canada USA TOTAL
$ $ $
796,534 - 796,534
(720,120) (29,671) (749,791)
76,414 (29,671) 46,743
(233,663) - (233,663)
(157,249) (29,671) (186,920)
(24,373)
(499)
(27,283)
(239,075)
4,531,922 19,837 4,551,759
489,074 - 489,074
Canada USA TOTAL
$ $ $
3,141,396 71,756 3,213,152
(3,787,911) (533,308) (4,321,219)
(646,515) (461,552) (1,108,067)
(1,017,719) (43,462) (1,061,181)
(1,664,234) (505,014) (2,169,248)
(108,631)
(17,652)
(145,645)
(139,319)
(2,580,495)
10,719,335 716,112 11,435,447
2,629,647 509,027 3,138,674
Canada USA TOTAL
$ $ $
1,658,999 - 1,658,999
(2,218,114) (29,671) (2,247,785)
(559,115) (29,671) (588,786)
(545,996) - (545,996)
(1,105,111) (29,671) (1,134,782)
(56,044)
(1,422)
(58,391)
(1,250,639)
4,531,922 19,837 4,551,759
746,950 - 746,950




Canadian operations

For the three months ended September 30, 2011, the Company earned $1,355,275 in revenues compared to a
$796,534 for the three months ended September 30, 2010. For the nine months ended September 30, 2011,
the Company earned $3,141,396 in revenues compared to $1,658,999 for the nine months ended September
30, 2010. The increase in revenue is a result of the Company’s push for market share and increasing the
number of RigManager Units deployed on drilling rigs compared to 2010 and the deployment of the Company’s
communications system.

For the three months ended September 30, 2011, the Company lost $145,698 in EBITDA compared to a gain of
$76,414 for the three months ended September 30, 2010. For the nine months ended September 30, 2011, the
Company lost $646,515 in EBITDA compared to a loss of $559,115 for the nine months ended September 30,
2010. The increase in negative EBITDA is due to the early hiring of additional service and administrative staff
for training, in anticipation of expected growth.

For the three months ended September 30, 2011, the Company incurred $1,557,372 in property and equipment
expenditures compared to $489,074 for the three months ended September 30, 2010. For the nine months
ended September 30, 2011, the Company incurred $2,629,645 in property and equipment expenditures
compared to $746,950 for the nine months ended September 30, 2010. The large increase in property and
equipment expenditures was for the manufacturing and assembly of the required RigManager Units to satisfy
the rig installation requests from customers, this increase in installations also resulted in an increase in
revenues.

United States operations

For the three months ended September 30, 2011, the Company incurred negative EBITDA of $165,080 and
negative EBITDA of $461,552 for the nine months ended September 30, 2011. The Company commenced set
up of their United States office and preliminary marketing of the RigManager Units in the United States in the
latter part of the 3" Quarter, 2010 and as such, no revenue has been earned in the United States during 2010
and the first quarter of 2011. The Company has installed its first RigManager Unit in the United States during
the second quarter of 2011.

For the three months ended September 30, 2011, the Company incurred $82,735 in property and equipment
expenditures and $509,027 for the nine months ended September 30, 2011. As at September 30, 2011, the
RigManager Units was installed on two drilling rigs in the United States, and has been increasing the purchase
of equipment to ensure sufficient equipment on hand to satisfy any installation requests from customers.

Overall Financial Performance

For the three For the three For the nine For the nine

months ended  months ended months ended  months ended

September 30, September 30, September 30, September 30,

2011 2010 2011 2010

(%) $) (%) $)

Rental revenue 1,411,062 796,534 3,213,152 1,658,999

Rental services expense 824,214 267,938 1,871,033 850,101

General & administrative expenses 974,123 509,136 2,625,958 1,471,310

Net income (loss) (963,015) (239,075) (2,580,495) (1,250,639)

Per share - basic and diluted (0.02) (0.01) (0.07) (0.05)

EBITDA (395,727) 19,460 (1,265,038) (647,177)

Property and equipment expenditures 1,640,109 489,074 3,138,674 746,950
Weighted average shares outstanding

Basic 49,368,168 29,636,991 37,032,685 26,562,715

Diluted 49,368,168 29,636,991 37,032,685 26,562,715

Total assets 11,435,447 4,551,759 11,435,447 4,551,759



Rental revenue

Revenue for the three months ended September 30, 2011 was $1,411,062 compared to $796,534 for the three
months ended September 30, 2010. Revenue for the nine months ended September 30, 2011 was $3,213,152
compared to $1,658,999 for the nine months ended September 30, 2010. The increase in revenue is a result of
increasing the number of RigManager Units deployed on drilling rigs compared to 2010 and the deployment of
the Company’s communications system. Revenue is anticipated to increase as the Company deploys
additional RigManager Units with the Company’s current customers and as the Company enters into additional
contracts for the supply of the RigManager System. The Company continues to push its market exposure with
oil and gas producers to expand its customer base.

Rental services expense

Rental services expenses for the three months ended September 30, 2011 was $824,214 compared to
$267,938 for the three months ended September 30 2010. Rental services expenses for the nine months ended
September 30, 2011 was $1,871,033 compared to $850,101 for the nine months ended September 30 2010.
The increase in rental service is due to the increase in third party charges (auto-digger, gas detectors and
chokes) and increase in service staff. The Company has early hired additional service staff for training, in
anticipation of expected growth.

The Company is also deploying resources to develop solutions to replace other services that are outsourced.
This is anticipated to decrease the rental service expenses per RigManager Unit.

General and administrative

The Company’s general and administrative expense (“G&A") for the three months ended September 30, 2011
was $974,123, compared to $509,136 for the three months ended September 30, 2010. The Company’s G&A
for the nine months ended September 30, 2011 was $2,625,958, compared to $1,471,310 for the nine months
ended September 30, 2010. With the increase in RigManager Units deployed, the Company has also increased
staffing, which contributed to the increase in G&A. The Company also incorporated a US subsidiary, which
increased G&A by approximately $400,000 in the nine months ended September 30, 2011. As at September
30, 2011, consulting and salaries contributed to 59% of the G&A costs, advertising and promotions contributed
to 7% of G&A, and travel contributed to 7% of total G&A costs. The Company’s administrative payroll has
increased as a result of the Company hiring additional staff to prepare for anticipated growth, and as a result of
expansion into the United States. G&A costs are anticipated to increase as the Company increases the number
of RigManager Systems deployed, however G&A is expected to decrease on a per RigManager Unit basis.

Property and equipment expenditures

During the nine month period ended September 30, 2011, the Company spent $3,138,674 on property and
equipment. These amounts relate to the purchase of raw materials for the RigManager Units for the
deployment. As at September 30, 2011, $1,945,276 of the amounts in property and equipment remains as parts
and raw materials for the manufacture of RigManager Units. In the future, as additional RigManager Units are
deployed, the property and equipment expenditures are anticipated to increase as a result of the necessity to
deliver the Units themselves and ancillary expenses required to service new Units. However, it is anticipated
that the cost per Unit will decrease as a result of economies of scale and due to the development of in-house
technology that will replace externally purchased components required on the Units.

LIQUIDITY

The consolidated working capital at September 30, 2011 was $2,299,343 compared to a working capital of
$475,084 at December 31, 2010. The increase is due mainly to the following factors:

e Increase due to net proceeds from the brokered private placement of $6,743,000,

e Decrease due to the cash outflow from operations, excluding working capital items, in the approximate
amount of $1,401,000

e Decrease due to property and equipment expenditures of approximately $3,139,000,

e Decrease due to development expenditures of approximately $327,000, and

e Decrease due to capital lease principle payments of approximately $136,000.



Other than the agreements pursuant to which the Company supplies the RigManager Units, (“Supply
Contracts”), the Company currently does not have any material contractual obligations at September 30, 2011.
The number of RigManager Units deployed is anticipated to increase; this will result in an increase in the
required capital expenditures of the Company.

SUMMARY OF QUARTERLY RESULTS

Jul. to Sep. Apr. to Jun. Jan. to Mar. Sep. to Dec.

2011 2011 2011 2010

$ $ $ $

Rental revenue 1,411,062 559,317 1,242,773 1,182,420

Net loss for period (963,015) (1,347,659) (269,821) (402,584)

Basic loss per share (0.02) (0.04) (0.01) (0.02)

Diluted income (loss) per share N/A N/A N/A N/A
Weighted average number of shares

outstanding 49,368,168 37,170,692 30,796,049 30,734,454

Jul. to Sep. Apr. to Jun. Jan. to Mar. Oct. to Dec.

2010 2010 2010 2009

$ $ $ $

Rental revenue 796,534 121,620 740,845 538,221

Net loss for period (231,132) (686,503) (305,438) (554,371)

Basic loss per share (0.01) (0.03) (0.01) (0.02)

Diluted income (loss) per share N/A N/A N/A N/A
Weighted average number of shares

outstanding 29,636,991 26,629,382 26,604,907 26,562,715

OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any special purpose entities nor is it party to any arrangement that would be
excluded from the balance sheet.

RELATED PARTY TRANSACTIONS

During the nine months ended September 30, 2011, the Company paid to a related company $27,500 (June 30,
2010 — 45,000) for the reimbursement of general and administrative expenses. A director of the Company is
also an officer of the related company.

FINANCIAL INSTRUMENTS AND CAPITAL MANAGEMENT

FINANCIAL INSTRUMENTS

The Company is exposed to financial risk in a range of financial instruments including cash, accounts
receivable, accounts payable and accrued liabilities, finance leases and convertible debentures. The Company
manages its exposure to financial risks by operating in a manner that minimizes its exposure to the extent
practical. The main financial risks affecting the Company are liquidity, credit and market risks.

Liquidity Risk

Liquidity risk includes the risk that, as a result of the Company’s operational liquidity requirements:

« The Company will not have sufficient funds to settle a transaction on the due date;

« The Company will be forced to sell financial assets at a value which is less than what they are worth; or
« The Company may be unable to settle or recover a financial asset at all.



The Company’s operating cash requirements are continuously monitored and adjusted as input variables
change. As variables change, liquidity risks may necessitate the Company to conduct equity issues or obtain
project debt financing. Management has assessed this risk as minimal.

A maturity analysis for the company’s undiscounted financial liabilities, including interest, and contractual
maturities is summarized in the following table.

Convertible

debenture

Accounts payable obligations

and accrued Finance lease including interest
liabilities obligations payments Office premises
$ $ $ $
2011 1,071,550 52,134 33,000 20,720
2012 - 208,537 1,754,153 83,494
2013 - 323,159 - 52,849
2014 - 21,673 - -
1,071,550 605,503 1,787,153 157,063
Credit Risk

Credit risk arises when a failure by counter parties to discharge their obligations could reduce the amount of
future cash inflows from financial assets on hand at the statement of financial position date. This credit risk is
mitigated by the use of approved credit policies to limit the amount of transactions according to the counter
party’s credit quality. The Company assesses quarterly if there has been any impairment of the financial assets
of the Company. During the nine months ended September 30, 2011, there was no impairment provision
required on any of the financial assets of the Company. The Company has a concentration of credit risk as
approximately 54% of the Company’s trade receivables are from one customer which contributed to
approximately 66% of revenues in the nine months ended September 30, 2011. As such, the Company is
economically dependent on this one customer.

The majority of the Company’s cash is held at one financial institution and as such, has a concentration of credit
risk on its cash.

The Company's accounts receivables are aged as follows:

Gross $ Impairment $
Current (less than 30 days) 784,060 -
30 to 60 days 280,332 -
61 to 90 days 114,612 -
Over 90 days 220,368 -
Total 1,399,372 -

The maximum exposure to credit risk is represented by the carrying amount on the statement of financial
position.

Market risk

The major area of uncertainty for the Company is that the demand for its services is directly related to the
strength of its customers’ capital expenditure programs. The level of capital programs is strongly affected by the
level and stability of commaodity prices, which can be extremely difficult to predict and is beyond the control of
the Company and its customers.



In Canada, the level of activity in the oilfield services industry is influenced by seasonal weather patterns. The
spring thaw makes the ground unstable and less capable of supporting heavy weights. Consequently,
municipalities and transportation departments enforce road bans that restrict the movement of heavy
equipment, thereby reducing drilling and well servicing activity levels. In addition, during excessively rainy
periods, equipment moves may be delayed, thereby adversely affecting revenues.

There is greater demand for oilfield services provided by the Company in the winter season when the
occurrence of freezing permits the movement and operation of heavy equipment. Activities tend to increase in
the fall and peak in the winter months of November through March. However, if an unseasonably warm winter
prevents sufficient freezing, the Company may not be able to access well sites and its operating results and
financial condition may therefore be adversely affected. Volatility in the weather and temperature can therefore
create unpredictability in activity and utilization rates, which could have a material adverse effect on the
Company’s business, financial condition, results of operations and cash flows.

CAPITAL MANAGEMENT

The Company’s objective when managing capital is to safeguard its ability to continue as a going concern, so
that it can continue to provide returns to shareholders. The Company manages its capital structure and makes
adjustments to it in light of changes in economic conditions and the risk characteristics of the underlying assets.
The Company’s objective is met by retaining adequate equity to guard against the possibility that cash flows
from assets will not be sufficient to meet future cash flow requirements.

The Board of Directors does not establish quantitative return on capital criteria for the Company; but rather
promotes year over year sustainable growth in net income and funds flow. The Company defines capital as total
equity plus net debt. Total net debt includes any potential long term debt, bank indebtedness or capital leases of
the Company.

September 30, December 31,

2011 2010
$ $
Total debt 2,141,252 2,116,134
Less cash (1,982,398) (618,584)
Net debt 158,854 1,497,550
Total equity 8,222,645 3,416,436
Total capital 8,381,499 4,913,986

The Company is not subject to any externally imposed financial requirements as at September 30, 2011 except
for the financial requirements under the convertible debenture agreement.

CONVERGENCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS

Canada’s Accounting Standards Board ratified a plan that resulted in Canadian GAAP being converged with
IFRS on January 1, 2011. The Company was required to report its financial results under IFRS effective
January 1, 2011, with quarterly comparatives for 2010. Management completed a detailed assessment, with
involvement and input from the Company’s Board of Directors (including the Audit Committee) and its external
auditors. The Company focused primarily on the areas with the highest potential impact to the Company:
including the choices under IFRS 1 (First Time Adoption), capital assets, impairment of assets and stock-based
compensation. The areas with the greatest impact were the retroactive application of IFRS and stock-based
compensation expense.

A more detailed explanation of the impact of the adoption of IFRS can be found in note 18 to the Condensed
Consolidated Interim Financial Statements as of September 30, 2011.



SEDAR

Additional information relating to the Company can be accessed on the Company’s website at
www.rigmanager.com and on the Canadian Securities Administrators’ System for Electronic Document Analysis
and Retrieval (“SEDAR”) at www.sedar.com.

RISKS AND UNCERTAINTIES

An insurance program is maintained to mitigate risks and to protect against significant losses, while maintaining
levels of risk within the Company, which management believes to be acceptable. While the Company believes
that its liability, property and business interruption insurance is adequate and consistent with industry
participants of the Company’s size, the Company is unable to obtain insurance to cover all risks within the
business or in amounts to cover all possible claims.

The Company’s operations may be adversely affected by changes in governmental policies, regulations or
taxation concerning the Canadian oil and natural gas industry. Changes in any of these areas may significantly
increase the Company’s costs or adversely affect its ability to conduct business.

The activities of the Company are directly affected by oil and gas drilling activities in North America. In turn, olil
and gas drilling activities tend to be directly related to oil and gas commodity prices. Lower commaodity prices
are likely to result in decreased drilling activity which in turn is likely to result in a decrease in the utilization of
RigManager Units. Such reductions negatively impact the Company’s cash flow and negatively impact the
Company’s ability to enter into other contracts for the supply of RigManager Units.

Agreements for the supply of RigManager Units are not for a prolonged duration and may be cancelled by a
RigManager customer, essentially, at any time.

Drilling activity in Canada is seasonal due to weather that limits surface access in the spring and summer, these
results in higher levels of drilling activity during the last half of the year and in turn results in increased demand
for the RigManager system during these periods. Weather conditions such as rain may also worsen ground
conditions through-out the year further limiting surface access and shortening the drilling season. Through
expansion into the United States the Company anticipates that it will be able to offset some of this risk, although
not eliminate it.

The Company is exposed to credit risk to the extent that its customers may experience financial difficulty and
would be unable to meet their obligations. This exposure is increased given that over two-thirds of the
RigManager Units currently deployed are deployed to one customer. If this customer were to incur financial
difficulty or to otherwise cease to lease the Company’s products it would have a negative material effect on the
Company.

The Company’s operations are highly dependent on its executive officers and key personnel. The loss of the
services of any of these people could have an adverse effect on the Company.

Due to the specialized and technical nature of the Company’s business, it is necessary for RMS to attract and
retain qualified or key personnel. There is competition for qualified personnel in the areas where the Company
operates, and there can be no assurance that qualified personnel can be attracted or retained to meet the
growth needs of the Company. A key to the operations of the Company is its ability to install and service its
equipment on a timely basis, should the company be unable to provide these services it would negatively affect
the revenues of the Company.



There continues to be considerable world wide discussions concerning global warming and the reduction in the
burning of fossil fuels. Some political parties in Canada have pronounced policies that would likely result in a
reduction in drilling for fossil fuels. If these policies are put in place in Canada, or elsewhere, the reduction in
drilling activity will negatively affect RMS. In addition, global pushes for the use of alternative fuels continue to
gain momentum. The availability of alternative fuel sources, reductions in global consumption or government
regulations aimed at reducing the use of fossil fuels could negatively impact energy companies, which could in
turn reduce drilling programs, the reduction in drilling activity will negatively affect RMS.

The Company has recently opened an office in the United States and some of the materials used in the
RigManager System are sourced from the United States. To the extent of such operations and material
supplies in the U.S. the Company is exposed to exchange risk relative to the US dollar. Canadian operations
are exposed to currency risk on US denominated financial assets and liabilities with fluctuations in the rate
recognized as foreign exchange gains or losses in the Consolidated Statements of Operations. The Company’s
US subsidiary exposes the Company to exchange rate risk on the translation of their financial assets and
liabilities to Canadian dollars for consolidation purposes. Adjustments arising when translating the US
subsidiary into Canadian dollars are reflected in the Consolidated Statements of Comprehensive Income (Loss)
as unrealized foreign currency translation adjustments. The Canadian dollar has recently been strong as
compared to the U.S. dollar. A decrease in the value of the Canadian dollar vis-a-vis the U.S. Dollar may result
in an increase in the material costs incurred by RMS. The Company has not hedged any of its currency risks.

The Company’s main competitor is Pason Systems Inc. (TSX: PSI). Pason has a very significant share of the
North American market for products such as the RigManager. Pason is a mature company with significantly
more financial resources than the Company. In the event that Pason was to materially decrease the costs of its
goods and services or were to otherwise attempt to utilize its size to its advantage the Company may not be
able to compete with Pason. The ability of the Company to grow in the future will depend significantly on the
ability of the Company to compete with Pason.

The financial statements for the period ended September 30, 2011 are incorporated by reference herein and
form an integral part of this MD&A.

“signed: Dave Hall” “signed: Denny Chow”
Dave Hall Denny Chow
Chief Executive Officer Chief Financial Officer
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