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INSTRUCTIONS

This reporiis lo ba filad by Exchange Issuets within 60 days of
the ond of their first, sacond and third fiscal quarters and within
140 days of the end of their founh fiscal quarter. Three schedules
(typed) are to be attached 10 this report as follows:

SCHEDULE A: FINANCIAL INFORMATION

Financial information prepared in accordance with gensrally acceptad
accounting principles for the fiscal year-to-date, with comparative
informalion for the corrasponding period of the preceding fiscal year,
This finsneial information should consist of the following:

For the lirst, second and third fiscal quarters:

An interim financial report presented in accordanca with Section 1750
of the C.I.C.A. Handbook. This should include & summary income
statement (or a slatement of deferred costs) and a statement of
changes in financial pesition. A summary balance shest is alse to be

3. As al the end of the quarter:

(a) Particulars of authorized capital and summary of sharss
issued and outstanding.

(b) Summary of options, warrants and convertible sacurities
outstanding, including number or amount, axerelse ar
conversion price and expiry date.

(¢) Total number of shares in escrow or subject to a pooling
agreemaent,

(d) List of directors,

SCHEDULE C: MANAGEMENT DISCUSSION

Reviaw of oparations in the quaner under review and up to the date of
this report, including brief details of any signilicant event ot transaction
which occurred during the peried. The following list ¢an be used as a
guide but is not exhaustive:

provided,

For the fourth-fiscal quarter (year end):
Annual audited financial statements,

Acquisition or abandenment of resource properties, acquisition of
fixed assets, financings and use of proceeds, management
changes, material contracts, material expenditures, transactions
with related parties, legal proceedings, contingent liabilities,
default under debt or other contractual obligations, spacial
reselutions passed by shareholdars.

Spacifleally, the management discussion muet include’

(a) disclosure of and reasons for any material differences in the
actual use of procesds fram the previous disclosure by the’
isguer regarding its intended use of proceeds; and

(b) a brief summary of the investor relations activitiss undertaken
by or an behalf of the issuer during the quarter and disclosure

of the material terms of any investor ralation arrangements or
contracts entered into by the issuer during the quarter,

SCHEDULE B: SUPPLEMENTARY INFORMATION

The supplementary information set out below iz to be provided when
not included in Schedule A,
1, For the current liscal year-lo-date: .

Breakdown, by major calagory, of those expenditures and

costs which are included in the deferred cocte, exploration

and develapment axpenses, cost of sales or general and

administrative expenses set out in Schedule A, State ths

- aggregale amount of expenditures made to parties not at
arm's |angth from the issuer, :
2. For the quarter undsr review:

(a) Summary of securities issued during the peried, including
date of issua, type of securily (common shares, convertible
debentures, etc.), type of izsue (private placement, public
offering, axercise of warrants, etc.) number, price, total
proceads, type of consideration (cash, property, etc.) and
commission paid.

(b) Summary of options granted, including date, number, name
of optiones, exercise price and expiry date,
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FINANCIAL STATEMENTS
(Unaudited)

FOR THE SIX MONTHS ENDED JUNE 30, 1998




PALADIN LABS INC.
BALANCE SHEET
AT JUNE 30, 1998

(Unaudited)

Jun-98

Jun-97

636,016
48,965
0
22,290
10,000

717,271

2,418,916
125,779

3,261,966

31,425
145,740

177,165

ASSETS

CURRENT
Cash 532,398
Trade Receivables 32,746
Parent Company Receivables 1,139,339
Income Taxes Recoverable 112,162
Other Current Assets 10,000
1,826,644

OTHER ASSETS
Pharmaceutical Product Rights 1,476,039
Trade Mark Licences 0
3,302,684
LIABILITIES

CURRENT
Accounts payable  -Parent Company 0
-Trade 28,450
28,450

SHAREHOI DERS' EQUITY

CAPITAL STOCK 9,620,035
CONTRIBUTED SURPLUS 86,513
DEFICIT (6,432,314)
3,274,233

8,866,390
86,513
(5,868,102)

3,302,684

3,084,800

3,261,966




PALADIN LABS INC.
STATEMENT OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 1998
(Unaudited)

1998 1997

REVENUES
Royalty Income 861,392 195,952
Interest Earned 12,181 9,359
873,573 205,311

EXPENSES
Administration Exp. Recovered (69,335) 0
Amortization 59,013 106,314
Office & General Expenses 9,227 5,647
Professional fees 35,933 34,112
R& D 595,839 286,581
Regulatory fees 3,084 370
Salaries 104,311 65,885
Shareholder Relations 4,847 1,826
Taxes & Licences 55 15,779
742,974 516,513
NET PROFIT (LOSS) FOR THE PERIOD 130,599 (311,202)

GAIN (LOSS) PER SHARE $0.03 ($0.08)




PALADIN LABS INC.
STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE SIX MONTHS ENDED JUNE 30, 1998
(Unaudited)
1998

OPERATING ACTIVITIES

1997

Net profit (loss) for the period 130,599 (311,202)
Add items not affecting cash:
Amortization 59,013 106,314
189,613 (204,888)
Changes in working capital non-cash
items relating to operations (973,540) (167,780)
(783,927) (372,669)
INVESTING ACTIVITIES
Common shares issued for cash 753,645 250,000
INCREASE (DECREASE) IN CASH (30,282) (122,669)
Cash, beginning of period 562,681 758,685
CASH, END OF PERIOD 532,398 636,016




