


FINANCIAL STATEMENTS                                                                                                     
(Unaudited)

FOR THE SIX MONTHS ENDED JUNE 30, 1997

WITH COMPARATIVE FOR THE SIX MONTHS ENDED JUNE 30, 1996



PALADIN LABS INC.
BALANCE SHEET

AT JUNE 30, 1997

(Unaudited)

Jun-97 Jun-96

ASSETS
CURRENT

Cash 636,016 794,687

GST receivable 48,965 333

INCOME TAXES  RECOVERABLE 22,290

707,271 795,019

OTHER ASSETS

Pharmaceutical Product Rights 2,418,916 4,293,626

Trade Mark Licences 125,779 140,433

3,251,966 5,229,078

LIABILITIES
CURRENT

Accounts payable  - Shareholder 135,740 0

 - Other 31,425 582

167,165 582

SHAREHOLDERS' EQUITY
CAPITAL STOCK 8,866,390 9,003,268

CONTRIBUTED SURPLUS 86,513 86,513

DEFICIT (5,868,102) (3,850,930)

3,084,800 5,238,850

3,251,966 5,239,432



PALADIN LABS INC.
STATEMENT OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 1997

WITH COMPARATIVE FOR THE SIX MONTHS ENDED JUNE 30, 1996

(Unaudited)

1997 1996

$ $

REVENUES

Royalty Income 195,952 0

Interest Earned 9,359 19,195

205,311 19,195

EXPENSES

Amortization 106,314 144,329

Office & General Expenses 5,647 994

Professional fees 34,112 26,001

R & D 286,581 0

Regulatory fees 370 0

Salaries 65,885 12,277

Shareholder Relations 1,826 311

Taxes & Licences 15,779 28,719

516,513 212,631

NET LOSS FOR THE PERIOD (311,202) (193,436)

LOSS PER SHARE ($0.08) ($0.05)



PALADIN LABS INC.
STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE SIX MONTHS ENDED JUNE 30, 1997

WITH COMPARATIVE FOR THE SIX MONTHS ENDED JUNE 30, 1996

(Unaudited)

1997 1996

$ $

OPERATING ACTIVITIES

Net loss for the period (311,202) (193,436)

Add items not affecting cash:

         Amortization 106,314 144,329

(204,888) (49,107)

Changes in working capital non-cash

   items relating to operations (167,780) (192,149)

(372,669) (241,256)

FINANCING ACTIVITIES

Common shares issued for cash 250,000 0

250,000 0

INCREASE (DECREASE) IN CASH (122,669) (241,256)

Cash, beginning of period 758,685 1,035,943

CASH, END OF PERIOD 636,016 794,687

636,016 794,687

0.00 0.00
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