


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

ASSETS
CURRENT

Cash 532,398 636,016
Trade Receivables 32,746 48,965
Parent Company Receivables 1,139,339 0
Income Taxes Recoverable 112,162 22,290
Other Current Assets 10,000 10,000

1,826,644 717,271

OTHER ASSETS
Pharmaceutical Product Rights 1,476,039 2,418,916
Trade Mark Licences 0 125,779

3,302,684 3,261,966

LIABILITIES
CURRENT

Accounts payable -Parent Company 0 31,425
-Trade 28,450 145,740

28,450 177,165

SHAREHOLDERS' EQUITY
CAPITAL STOCK 9,620,035 8,866,390
CONTRIBUTED SURPLUS 86,513 86,513
DEFICIT (6,432,314) (5,868,102)

3,274,233 3,084,800
3,302,684 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 1997

OPERATING ACTIVITIES
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

532,398 636,016
0.10 0.01


