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Net loss per share is based on each reporting period’s weighted average number of shares
outstanding, which may differ on a quarter-to-quarter basis. As such, the sum of the
guarterly net loss per share amounts may not equal year-to-date net loss per share.

Quarters ended

June 30, March 31, December 31, September 30,
2008 2008 2007 2007
$ $ $ $
Revenues 10,457 9,748 10,240 11,044
Loss from operations (19,525) (14,158) (11,664) (9,461)
Net loss from
continuing operations (20,579) (10,866) (13,854) (8,112)
Net loss (20,579) (10,866) (13,636) (8,704)
Net loss per share from
continuing operations
Basic and diluted (0.39) (0.20) (0.26) (0.16)
Net loss per share
Basic and diluted (0.39) (0.20) (0.26) (0.16)

Outlook for 2009

We expect to disclose efficacy and safety results of our North American Phase 3 program
in BPH with our lead endocrinology compound, cetrorelix, in the third quarter of 2009.
Results for the second efficacy trial in Europe of this same program are expected in the
fourth quarter of 2009. Results for the QTc trial are expected by the end of 2009.

In the fourth quarter of 2009, we expect to disclose Phase 2 results with AEZS-108 in
advanced ovarian and endometrial cancers.

We will continue to seek business development opportunities from our extensive product
pipeline.

Financial and Other Instruments

Foreign Currency Risk

Since we operate on an international scale, we are exposed to currency risks as a result of
potential exchange rate fluctuations. For the three months ended June 30, 2009, we were

not party to any forward-exchange contracts, and no forward-exchange contracts were
outstanding as at August 10, 2009.
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Since January 1, 2009, all foreign currency exposure risk on intra-group transactions has
been eliminated, since the Company and all of its subsidiaries now use the euro as their
functional currency.

Credit Risk

Financial instruments, which potentially subject the Company to concentrations of credit
risk, consist primarily of cash and cash equivalents, short-term investments and accounts
receivable. Cash and cash equivalents are maintained with high-credit quality financial
institutions. Short-term investments consist of notes issued by high-credit quality
corporations and institutions. Consequently, management considers the risk of non-
performance related to cash and cash equivalents and investments to be minimal.

Generally, we do not require collateral or other security from customers for trade accounts
receivable; however, credit is extended following an evaluation of creditworthiness. In
addition, we perform ongoing credit reviews of all our customers and establish an
allowance for doubtful accounts when accounts are determined to be uncollectible.
Interest Rate Risk

We are exposed to market risk relating to changes in interest rates with regard to our
short-term investments.

Related Party Transactions and Off-Balance Sheet Arrangements

We did not enter into transactions with any related parties during the three months ended
June 30, 2009.

As at June 30, 2009, we did not have any interests in variable interest entities or any other
off-balance sheet arrangements.

Risk Factors and Uncertainties

Risks Associated with Operations

e Many of our products are currently at an early development stage. It is impossible to
ensure that the R&D activities related to these products will result in the creation of
profitable operations;

e We are currently developing our products based on R&D activities conducted to date,

and we may not be successful in developing or introducing to the market these or any
other new products or technology. If we fail to develop and deploy new products on a
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successful and timely basis, we may become non-competitive and unable to recover
the R&D or other expenses we incur to develop and test new products;

o Even if successfully developed, our products may not gain market acceptance among
physicians, patients, healthcare payers and the medical community, which may not
accept or utilize our products. If our products do not achieve significant market
acceptance, our business and financial condition will be materially adversely affected.
In addition, we may fail to further penetrate our core markets and existing geographic
markets or successfully expand our business into new markets; the growth in sales of
our products, along with our operating results, could be negatively impacted. Our ability
to further penetrate our core markets and existing geographic markets in which we
compete or to successfully expand our business into additional countries in Europe,
Asia or elsewhere, to the extent we believe that we have identified attractive
geographic expansion opportunities in the future, is subject to numerous factors, many
of which are beyond our control. We cannot assure that our efforts to increase market
penetration in our core markets and existing geographic markets will be successful.
Our failure to do so could have a material adverse effect on our operating results;

e We rely heavily on our proprietary information in developing and manufacturing our
product candidates. Despite efforts to protect our proprietary rights from unauthorized
use or disclosure, third parties may attempt to disclose, obtain, or use our proprietary
information or technologies;

e We have to forge and maintain strategic alliances to develop and market products in
our current pipeline. If we are unable to reach agreements with such collaborative
partners, or if any such agreements are terminated or substantially modified, we may
be unable to obtain sufficient licensing revenue for our products, which might have a
material adverse effect on their development and on us;

e In carrying out our operations, we are dependent on a stable and consistent supply of
ingredients and raw materials. There can be no assurance that we will be able, in the
future, to continue to purchase products from our current suppliers or any other supplier
on terms similar to current terms or at all. An interruption in the availability of certain
raw materials or ingredients, or significant increases in the prices paid by us for them,
could have a material adverse effect on our business, financial condition, liquidity and
operating results.

Cash Flows and Financial Resources

Based on our current plans, we will need to raise additional funds for future operating
costs, research and development activities, preclinical studies, and clinical trials necessary
to bring our potential products to market, particularly, for cetrorelix in BPH, or to potentially
establish marketing, sales and distribution capabilities. We may endeavour to secure
additional financing, as required, through strategic alliance arrangements, the issuance of
new share capital, as well as through other financing opportunities.
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However, there can be no assurance that these financing efforts will be successful or that
we will continue to be able to meet our ongoing cash requirements. It is possible that
financing may not be available or, if available, will not be on acceptable terms. The
availability of financing will be affected by the results of our preclinical and clinical
development, including the cetrorelix Phase 3 program, the AEZS-108 Phase 2 study, as
well as other studies ongoing from our pipeline. It can also be affected by our ability to
obtain regulatory approvals, the market acceptance of our products, the state of the capital
markets generally, the status of our listing on the Nasdaq and TSX markets, strategic
alliance agreements, and other relevant commercial considerations.

We believe that we would be able to obtain long-term capital, if necessary, to support our
corporate objectives, including the clinical development program of our products. Our
planned cash requirements may vary materially in response to a number of factors,
including: R&D on our products; clinical trial results; increases in our manufacturing
capabilities; changes in any aspect of the regulatory process; and delays in obtaining
regulatory approvals. Depending on the overall structure of current and future strategic
alliances, we may have additional capital requirements related to the further development
of existing or future products.

We have not entered into any forward currency contracts or other financial derivatives to
hedge foreign exchange risk and, therefore, we are subject to foreign currency transaction
and translation gains and losses. Foreign exchange risk is managed primarily by satisfying
foreign denominated expenditures with cash flows or assets denominated in the same
currency. However, with companies operating in foreign countries, we are more exposed
to foreign currency risk.

Key Personnel

Our success is also dependent upon our ability to attract and retain a highly qualified work
force, and to establish and maintain close relations with research centers. The competition
in that regard is very severe. Our success is dependent to a great degree on our senior
officers, scientific personnel and consultants. The failure to recruit qualified staff and the
loss of key employees could compromise the pace and success of product development.

Acquisition Program

We intend to continue to acquire new technologies and/or businesses. However, there is
no assurance that we will be able to make certain acquisitions or that we will succeed in
integrating the newly-acquired technologies or businesses into our operations. The failure
to successfully integrate the personnel and operations of businesses which we may
acquire in the future with ours could have a material adverse effect on our operations and
results.
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Volatility of Share Prices

Share prices are subject to changes because of numerous different factors related to our
activity including reports of new information, changes in the Company’s financial situation,
the sale of shares in the market, the Company’s failure to obtain results in line with the
expectations of analysts, an announcement by the Company or any of our competitors
concerning technological innovation, etc. During the past few years, shares of Aterna
Zentaris, other biopharmaceutical companies, and the equity markets in general have
been subject to extreme fluctuations that were not necessarily related to the operational
results of the companies affected. There is no guarantee that the market price of the
Company’s shares will be protected from any such fluctuations in the future.

Delisting Risk

There can be no assurance that our common shares will remain listed on the Nasdaq
Market. If we fail to meet any of Nasdaq’s continued listing requirements and Nasdaq
attempts to enforce compliance with its rules, our common shares may be delisted from
Nasdag. Any delisting of our common shares may adversely affect a shareholder’s ability
to dispose, or obtain quotations as to the market value, of such shares.

A more comprehensive list of the risks and uncertainties affecting us can be found
in our Annual Report or Form 20-F for the financial year ended December 31, 2008
filed with the Canadian Securities Regulatory Authorities at www.sedar.com and
with the United States Securities and Exchange Commission at
www.sec.gov/edgar.shtml and investors are urged to consult such risk factors.

Changes in Internal Controls over Financial Reporting
There have been no changes in our internal control over financial reporting during the

three-month period ended June 30, 2009 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

On behalf of management,

Dennis Turpin, CA
Senior Vice President and Chief Financial Officer
August 10, 2009
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