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INSTRUCTIONS

This rapert is 1o be filed by Exchange Issuars within 60 days of
the ahd of their first, secand and third fiscal quarters and within
140 days of tha end of their fourth fiscal quarter, Thrae schedules
{typed) are 1o be attached to this repant as follows!

SCHEDULE A: FINANCIAL INFORMATION

financial information prepared In accordance wlth ganerelly acceptad
accounting principles (or the fiscal yoarto-dale. with comparative
information far the corfespanding period of the preceding fiscal yaat.
This financial information should congist of the lallawing:

Far tha first, second and third liscal quaners:

An interim financial report presenled in accordance with Section 1750
of the C.1,C.A. Handbook. This should includs 8 summary incoms
statement (cr & statemant of deferrad coste) end a statement of
changes in financlal position. A summary balance sheel is also to be
provided.

For tha faurth fiscal quansr (year endj;
Aanual avdited linancisl statements.

SCHEDULE B: SUPPLEMENTARY INFORMATION
The supplementary information sat out balow is to be provided when

not included in Schedule A,
1. For the current fiscal year-to-date;

Breakdown, by major category, of these axpenditures and

costs which 378 Included in the deferred costs, expioration

and devalopment expensas. cost of salas of gsnoral and

administrative expenses sét outin Senedula A. State the

aggregate amount of expendituras mads to parties not al
am’s length from the issuer.
2, For the quartar undet review:

(8) Sumemary of securities issued during the perod, including
date of Issue. type of secufity (common shares, convenible
debenturas, atc.), type of issua (private placement, publie
offering, exafcise of warranis, elc.) number, price, total
proceads, type of considerotion (cash, proparty, atc.) and
commission paid.

(%) Summary ol options granted, including date, number. nama
of oplicnoe. exarcine price and axpiry dals.

3. As al the end of tha quarler:

{a) Porticulars of autherized capilal and summary of gshares
issued and outstanding.
Summary af aplisns, warrants and conveartible securities
outstanding. including numbsr of amownt, oxarcise or
conversion price and exptry date.
Total number af sharas in escraw of subject e a pooling
agreament.
List of directors.

(b)

{e)
{d)

SCHEQULE C: MANAGEMENT DISCUSSION

Review of oparations in the quartar under review and up to the dala of
this repart, including brist details of any significant event of lransaction
which sccurred during the pariod. The follawing list can bo used as a
guide but is nol axhaustive:

Acquisition ar abandonment of casource properties, acquisition of
{ixad assels, financings and use of proceeds. mansgement
changes, matenal contracls, material expenditures, transactlions
with related pariss, legal procesdings, contingent liabilities,
default under debt or othar cantractual obligations, spacial
rosolutions passad by sharsholdars.

Specifically, the managemant aiscussion must include:

(a) disclosure of and reasons for any material differences in the
actual use of proceads from tha previous disclosure by the
issuer ragarding its intended usa of proceeds: and

o bris! summary of tha investor felations aclivities undenaken
by of on behall of the issuer during the quaner and disclosurs
of the malanal tafms of any investof lelation arrangements cf
contractz entered into by tha issuer during the quansr.

(b)

Froadom of Information and Prolection of Privacy Act

The persenal infarmation requested an this form 7s collected undar the
authority of and used o the purpeze of administering the Secunlies
Act. Questiens about the collection of use of this information can be
directad o he Supervisar, Statutory Filings (604-650-4890),

|
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1100 — 855 Mamby Street, Vancouver, British Columbia V6Z 2H4. i
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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
ASSETS

CURRENT
Cash 636,016
GST receivable 48,965
INCOME TAXES RECOVERABLE 22,290
707,271

OTHER ASSETS
Pharmaceutical Product Rights 2,418,916
Trade Mark Licences 125,779
3,251,966
LIABILITIES

CURRENT
Accounts payable - Shareholder 135,740
- Other 31,425
167,165
SHAREHOLDERS' EQUITY
CAPITAL STOCK 8,866,390
CONTRIBUTED SURPLUS 86,513
DEFICIT (5,868,102)

3,084,800

3,251,966

Jun-96

794,687
333

795,019

4,293,626
140,433

5,229,078

582
582

9,003,268
86,513

(3,850,930)

5,238,850

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)
(372,6609) (241,256)
FINANCING ACTIVITIES
Common shares issued for cash 250,000
250,000
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
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