


FINANCIAL STATEMENTS                                                                                                     
(Unaudited)

FOR THE THREE MONTHS ENDED MARCH 31, 1998





PALADIN LABS INC.
STATEMENT OF OPERATIONS

FOR THE THREE MONTHS ENDED MARCH 31, 1998
(Unaudited)

1998 1997

REVENUES
Royalty Income 490,430 93,005
Interest Earned 6,599 5,207

497,029 98,211

EXPENSES

Amortization 29,507 53,157
Office & General Expenses 1,748 2,165
Professional fees 10,502 21,513
R & D 188,915 0
Regulatory fees 234 370
Salaries 28,252 47,101
Shareholder Relations 3,422 845
Taxes & Licences 55 0

262,634 125,150

NET PROFIT (LOSS) FOR THE PERIOD 234,395 (26,939)

GAIN (LOSS) PER SHARE $0.05 ($0.01)



PALADIN LABS INC.
STATEMENT OF CHANGES IN FINANCIAL POSITION
FOR THE THREE MONTHS ENDED MARCH 31, 1998

(Unaudited)
1998 1997

OPERATING ACTIVITIES
Net profit (loss) for the period 234,395 (26,939)
Add items not affecting cash:
         Amortization 29,507 53,157

263,901 26,218
Changes in working capital non-cash
   items relating to operations (1,035,948) (351,596)

(772,046) (325,378)

INVESTING ACTIVITIES
Common shares issued for cash 750,000 250,000
Addition to other assets 0 0
   Aquisition through issuance of common shares 0 0

750,000 250,000

INCREASE (DECREASE) IN CASH (22,046) (75,378)
Cash, beginning of period 562,681 758,685

CASH, END OF PERIOD 540,634 683,307

540,634 683,307
0.44 -0.46


