


FINANCIAL STATEMENTS                                      
(Unaudited)

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1997



PALADIN LABS INC.
BALANCE SHEET

AT SEPTEMBER 30, 1997
(Unaudited)

Sep.97 Sep.96

ASSETS
CURRENT

Cash 622,197 768,749
Receivables 20,239 2,041
Income Taxes Recoverable 32,100 49,454

674,537 820,245

OTHER ASSETS
Pharmaceutical Product Rights 2,369,422 4,219,598
Trade Mark Licences 122,115 136,769

3,166,074 5,176,613

LIABILITIES
CURRENT

Accounts payable  - Shareholder 301 15,212
 - Other 33,156 31,450

33,457 46,662

SHAREHOLDERS' EQUITY
CAPITAL STOCK 8,866,390 9,003,268
CONTRIBUTED SURPLUS 86,513 86,513
DEFICIT (5,820,285) (3,959,830)

3,132,617 5,129,951
3,166,074 5,176,613



PALADIN LABS INC.
STATEMENT OF OPERATIONS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1997
(Unaudited)

1997 1996

REVENUES
Royalty Income 421,430 25,199
Interest Earned 14,642 25,090

436,073 50,288

EXPENSES

Amortization 159,470 222,021
Office & General Expenses 6,345 1,730
Professional fees 59,288 37,233
R & D 374,689 0
Regulatory fees 1,570 0
Salaries 79,680 31,053
Shareholder Relations 2,636 342
Taxes & Licences 15,779 28,795

699,458 321,174

NET LOSS FOR THE PERIOD (263,385) (270,886)

LOSS PER SHARE ($0.07) ($0.07)



PALADIN LABS INC.
STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1997
(Unaudited)

1997 1996

OPERATING ACTIVITIES
Net loss for the period (263,385) (270,886)
Add items not affecting cash:
         Amortization 159,470 222,021

(103,915) (48,865)
Changes in working capital non-cash
   items relating to operations (282,573) (218,329)

(386,488) (267,194)

INVESTING ACTIVITIES
Common shares issued for cash 250,000 0
Addition to other assets (386,879)
   Aquisition through issuance of common shares 386,879

250,000 0

INCREASE (DECREASE) IN CASH (136,488) (267,194)
Cash, beginning of period 758,685 1,035,943

CASH, END OF PERIOD 622,197 768,749

622,197 768,749
0.00 -0.30
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