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APPLICABLE ONLY TO CORPORATE ISSUERS
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Revenue:
Net sal es

Costs and expenses:
Cost of sales
Sel ling, genera
adm ni strative

Ear ni ngs from
oper ations

O her incone (expense)
I nterest expense

| nvest nent

Gin on sale of assets

O her

Ear ni ngs before
i ncone taxes

Provi sion for
t axes

Net earni ngs

Ear ni ngs per conmon
share (basic and

di | ut ed)

Basi ¢ wei ght ed average

shares

Di | ut ed wei ghted
aver age shares

UNI TED- GUARDI AN,

( UNAUDI TED)

SI X MONTHS ENDED

See notes to financia

JUNE 30,

2002 2001
$ 4,710,616 $ 5,423, 800
2,551, 786 2,621, 552
1, 135, 749 1, 211, 838
3, 687,535 3, 833,390
1, 023,081 1,590, 410
- (37)
99, 088 131, 745

79 -

(49) -
1,122,199 1,722,118
393, 000 642, 740
$ 729,199 $ 1,079,378
$ 0.15 % 0.22
4,875, 617 4,866, 162
4,890, 378 4,889, 214

2

I NC.
CONSCOLI DATED STATEMENTS OF EARNI NGS

THREE MONTHS ENDED

JUNE 30,

2002 2001
$ 2,328,168 $ 2,593,955
1,279, 051 1, 323, 838
654, 245 629, 839
1,933, 296 1,953, 677
394, 872 640, 278
- (12)
49, 464 65, 736

(49) -
444,287 706, 002
153, 000 262,740
$ 291,287 $ 443,262
$ 0. 06 $ 0.09
4, 880, 386 4,869, 151
4,893, 622 4,889, 910

statenments.



UNI TED- GUARDI AN,

I NC.

CONSOLI DATED BALANCE SHEETS

ASSETS
AUDI TED

STATEMENTS)
Current assets:
Cash and cash equival ents $
Tenporary investnents
Mar ket abl e securities
Accounts receivabl e, net of
al | owance for doubtful accounts
of $63, 100 at June 30, 2002
and Decenber 31, 2001, respectively
| nventori es
Prepai d expenses and ot her
current assets
Def erred i ncone taxes

Total current assets

Property, plant
Land
Factory equi pnment and fixtures
Bui | di ng and i nprovenents
Wast e di sposal plant

and equi prment:

Less: Accumul ated depreciation

O her assets:

Processes and patents, net of
accunul ated anorti zati on of
$972,570 and $946, 647 at
June 30, 2002 and Decenber
2001, respectively

O her

31,

See notes to financia

3

JUNE 30, DECEMBER 31
2002 2001
(UNAUDI TED)  ( DERI VED FROM
FI NANCI AL
1, 852, 104 $ 1,599, 857
4,596, 768 4,365, 114
907, 396 944, 348
833, 460 844, 388
1,134, 335 1, 185, 535
250, 381 327,924
294, 381 279, 824
9, 868, 825 9, 546, 990
69, 000 69, 000
2,698, 248 2,698, 088
2,026, 302 2,019, 136
133, 532 133, 532
4,927,082 4,919, 756
3,775, 194 3,721, 343
1,151, 888 1,198, 413
9,227 35, 150
700 1, 000
9,927 36, 150
11, 030, 640 $ 10,781,553

statenments.



UNI TED- GUARDI AN, | NC.
CONSCOLI DATED BALANCE SHEETS

JUNE 30,
2002
LI ABI LI TI ES AND ( UNAUDI TED)
AUDI TED
STOCKHOLDERS' EQUITY
STATEMENTS)
Current liabilities:
Di vi dends payabl e $ -
Account s payabl e 173, 688
Accrued expenses 373,596
Total current liabilities 547, 284
Def erred i ncone taxes 10, 000
St ockhol ders' equity:
Conmon stock $.10 par val ue,
aut hori zed, 10, 000, 000 shares;
i ssued, 4,943,339 and 4,932,639
shares, respectively; outstanding
4,881, 139 and 4, 870, 439 shares,
respectively 494, 334
Capital in excess of par val ue 3,527,423
Accunul at ed ot her conprehensive
| oss (42, 319)
Ret ai ned ear ni ngs 6, 853, 548
Treasury stock, at cost; 62,200
shar es (359, 630)
Total stockhol ders' equity 10, 473, 356

See notes to financial statenents.

4

DECEMBER 31,
2001

(DERI VED FROM

FI NANCI AL

$ 487,044
213,728
344, 304

493, 264
3,492,518

(24, 024)
6, 124, 349

(359, 630)



UNI TED- GUARDI AN, | NC.
CONSCL| DATED STATEMENTS OF CASH FLOWS

( UNAUDI TED)
SI X MONTHS ENDED
June 30,
2002 2001
Cash flows provided by operating activities:
Net ear ni ngs $ 729, 199 $ 1,079, 378
Adj ustments to reconcil e net earnings
to net cash flows from operations:
Depreciation and anortization 130, 529 133, 963
Provi sion for doubtful accounts - (600)
Anortization of bond prem um 6, 102 -
Net gain on sal e of equipnent (79) -
(I'ncrease) decrease in assets:
Accounts receivabl e 10, 928 (496, 434)
Inventories 51, 200 265, 761
Prepai d expense and other current assets 77,843 (158, 727)
I ncrease (decrease) in liabilities:
Accounts payabl e (40, 040) 18, 639
Accrued expenses and taxes payabl e 29, 292 129, 466
Net cash provided by operating activities 994, 974 971, 446
Cash flows frominvesting activities:
Acqui sition of property, plant and equi pnent (72,502) (77, 418)
Proceeds from sale of equipnent 14, 500 -
Net change in tenporary investnents (231, 654) (1, 146, 268)
Purchase of narketable securities (2,002) (642, 344)
Net cash used in investing activities (291, 658) (1,876, 030)
Cash flows from financing activities:
Princi pal payments on | ong-term debt - (5,170)
Proceeds from exercise of stock options 35, 975 89, 032
Di vi dends pai d (487, 044) (486, 114)
Net cash used in financing activities (451, 069) (402, 252)
Net increase (decrease) in cash and cash
equi val ent's 252, 247 (1, 306, 836)
Cash and cash equival ents at begi nni ng
of period 1, 599, 857 2,226,812
Cash and cash equivalents at end of period $ 1,852,104 $ 919,976

See notes to financia

5

statenments.



UNI TED- GUARDI AN, | NC.
CONSCLI DATED NOTES TO FI NANCI AL STATEMENTS

1. In the opinion of the Conpany, the acconpanying unaudited financia
statenents contain all adjustnents (consisting of only normal recurring
accrual s) necessary to present fairly the financial position as of June 30, 2002
and Decenber 31, 2001 and the results of operations and cash flows for the three
and six nonths ended June 30, 2002 and 2001. The accounting policies followd by
the Conmpany are set forth in the Conpany's financial statenents included in its
Decenber 31, 2001 Annual Report to Sharehol ders.

2. The results of operations for the three and six nonths ended June
30, 2002 and 2001 are not necessarily indicative of the results to be expected
for the full year.

3. Inventories

Inventories consist of the foll ow ng: June 30, Decenber 31
2002 2001

Raw materials and work in process $ 271,196 $ 245 849

Fi ni shed products and fine chemcals 863, 139 939, 686

$1, 134, 335 $1, 185, 535

4. For purposes of the Statement of Cash Flows, the Conpany considers
all highly liquid investments purchased with a maturity of three nonths or |ess
to be cash equival ents

Cash paynents for taxes were $290,928 and $879, 216 for the six nonths
ended June 30, 2002 and 2001, respectively.

5. Conprehensive | ncome (Loss)

The components of conprehensive income (loss) are as follows:

Si x nont hs ended June 30, Three nont hs ended June 30,
2002 2001 2002 2001

Net income $729, 199 $1, 079, 378 $291, 287 $443, 262
O her conprehensive inconme (loss)

Unrealized gain (loss) on

mar ket abl e securities (32,852) (15,977) (31,732) 13,781
Net unrealized gain (loss) (32,852) (15,977) (31,732) 13,781
I ncone tax provision (benefit) on

conprehensi ve income (Iloss) (14, 557) (5,953) (13, 195) 5, 147
O her conprehensive income (loss) (18, 295) (10, 024) (18, 537) 8,634
Conpr ehensi ve incone $710, 904 $1, 069, 354 $272, 750 $451, 896

Accunul at ed ot her conpr ehensi ve income (loss) is conprised of

unrealized gains and | osses on narketable securities, net of the related tax
effect.

6. Earnings Per Share

The following table sets forth the conputation of basic and diluted
earni ngs per share at June 30, 2002 and 2001



Si x nont hs ended Three nont hs ended

June 30, June 30,
2002 2001 2002 2001

Nurmer at or :

Net incone $ 729,199 $1, 079, 378 $ 291, 287 $ 443,262
Denomi nat or:

Denom nator for basic earnings

per share (weighted average

shares) 4,875,617 4,866, 162 4,880, 386 4,869, 151
Effect of dilutive securities :

Enpl oyee stock options 14, 761 23, 052 13, 236 20, 759
Denomi nator for diluted earnings

per share (adjusted weighted-average

shares) and assunmed conversions 4,890, 378 4,889, 214 4,893, 622 4,889,910
Basi c and diluted earnings per share $ 0.15 $ 0.22 $ 0. 06 $ 0. 09

7. The Conpany has the following two reportable business segnents:
Guardi an Laboratories and Eastern Chenmical. The Guardian segnent conducts
research, devel opment and nmanufacturing of pharmaceuticals, nedical devices,
cosnetics, products and proprietary specialty chem cal products. The Eastern

segment distributes fine chemcals, solutions, dyes and reagents.

The accounti ng policies used to devel op segnent information correspond
to those described in the summary of significant accounting policies as set
forth in the Decenber 31, 2001 Annual Report. Segnent earnings or loss is based
on earnings or loss fromoperations before incone taxes. The reportable segnments
are distinct business wunits operating in different industries. They are

separately nmanaged, wth separate nmarketing and distribution systens.

following information about the two segnents is for the six and three
peri ods ended June 30, 2002 and 2001.

Si x nmonths ended June 30,

2002 2001
GUARDI AN EASTERN TOTAL GUARDI AN EASTERN
Revenues from external customers $ 4,086, 007 $ 624,609 $ 4,710,616 $ 4,690, 069 $ 733,731
Depreciation and anortization 71,171 - 71,171 77, 205 -
Segnent earnings (loss) before
income taxes 1,130, 770 (27, 163) 1, 103, 607 1,662, 230 11, 749
Segment assets 2,309, 156 459, 881 2,769, 037 2,591, 687 411, 745
Expendi tures for segment assets 14, 524 - 14, 524 15, 036
Reconciliation to Consolidated Amounts
Earni ngs before income taxes
Total earnings for reportable segnents $ 1,103, 607
Q her earnings 99, 118
Cor porate headquarters expense (80, 526)
Consol i dat ed earni ngs before incone
taxes $ 1,122,199
Asset s
Total assets for reportable segnents $ 2,769 037
Cor porate headquarters 8,261, 603
Total consolidated assets $11, 030, 640
Three nonths ended June 30
2002 2001
GUARDI AN EASTERN TOTAL GUARDI AN EASTERN
Revenues from external customers $ 1,988,156 $ 340,012 $ 2,328,168 $ 2,251,632 $ 342,323
Segnent earnings (loss) before
i ncome taxes 456,862 (21, 648) 435,214 687, 213 (1,379)

The
nmont h

15, 036

$ 2,593,955

685, 834



Earni ngs before incone taxes

Total earnings for reportable segnents $ 435, 214 $ 685, 834
QO her earnings 49, 415 65, 724
Cor porate headquarters expense (40, 342) (45, 556)

Consol i dat ed earni ngs before incone
taxes $ 444,287 $ 706,002

O her significant itens

2002 2001
Segnent Consol i dat ed Segnent Consol i dat ed
Total s Cor porat e Total s Total s Cor por ate Total s
Interest Expense $ - $ - $ - $ - $ 37 $ 37
Expendi tures for assets 14,524 57,978 72,502 15, 036 62, 382 77,418
Depreciation and anortization 71,171 59, 358 130, 529 77, 205 56, 758 133, 963
Geogr aphi ¢ I nformation
2002 2001
Revenues Long-Li ved Revenues Long- Li ved
Asset s Asset s
United States $ 2,229,946 $ 1,161, 115 $ 2,682,713 $ 1, 297, 985
France 732,871 845, 508
O her countries 1,747,799 1, 895,579
$ 4,710,616 $ 1,161, 115 $ 5,423,800 $ 1,297,985
Maj or Custoners
Customer A (Guardi an) $ 1,439,142 $ 1,893,243
Custoner B (Cuardi an) 573, 127 711,978
All other custoners 2,698, 347 2,818,579

$ 5,423,800

8. Conti ngenci es

Wiile the Conpany has clains arise fromtime totime in the ordinary
course of its business, the Conpany is not currently involved in any materia
clains. The settlenent of such clains has not had a material adverse effect on
the Conmpany's financial position and results of operations.

MANAGEMENT" S DI SCUSSI ON AND ANALYSI S
OF FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS

RESULTS OF OPERATI ONS

Gross revenue from operations

For the six nmonth period ended June 30, 2002 net sales decreased
$713,184 (13.1% versus the conparable period in 2001. The Cuardi an Laboratories
division ("CQuardian") had a sal es decrease of $604, 062 (12.9% while the Eastern
Chemical subsidiary ("Eastern") had a sal es decrease of $109, 122 (14.9%.

For the three nonth period ended June 30, 2002 revenue decreased
$265, 787 (10.2% over the conparable period in 2001. Cuardian sal es decreased
$263,476 (11.7%, while Eastern sal es decreased $2,311 (0.7%

The decrease in Cuardian's sales for the three and six nonth periods is
due to a decline in demand for Cuardian's products that Registrant believes is
primarily due to the econonmic conditions in the United States and overseas. The
decline in Eastern's sales is believed to be due mainly to normal fluctuations
in the purchasing patterns of its custoners, but nmay also be partially
attributable to some |oss of business due to an inability to provide some
products as a result of the ongoing program to reduce Eastern's on-hand
inventory.



Cost of sales as a percentage of sales increased to 54.2% for the six
nmont hs ended June 30, 2002 from48.3%for the conparable period ended June 30
2001. For the three nonth period ended June 30, 2002 conpared to the three nonth
period ended June 30, 2001 the cost of sales as a percentage of sales increased
to 54.9%from 51.0% This increase is mainly due to the absorption of fixed
costs by a lower sales volune in the three and six nonth periods in 2002 as
conpared to the sane periods in the prior year.

Qperati ng Expenses

Operating expenses decreased $76,089 (6.3% for the six nonths ended
June 30, 2002 conpared to the conparable period in 2001. For the three nonth
peri od ended June 30, 2002 operating expenses increased $24,406 (3.9% over the
conparable period in 2001. The decrease was primarily due to decreases in
consulting fees, payroll and payroll related costs for the six month period
ended June 30, 2002 as conpared to the prior year. The increase for the three
month period ended June 30, 2002 is primarily due to an increase in |lega
expenses as conpared to the prior year.

| nvest ment i ncone

Investment income decreased $32,657 (24.8% for the six nonths ended
June 30, 2002 as conpared to the conparable period in 2001, and $16, 272 (24.8%
for the three nonths ended June 30, 2002 when conpared to the conparable period
in 2001. These decreases were attributable to a decline in interest rates.

Provi sion for incone taxes

The provision for inconme taxes decreased $249,740 (38.9% for the six
nont hs ended June 30, 2002 when conpared to the conparable period in 2001, and
$109, 740 (41.8% for the three nonths ended June 30, 2001 when conpared to the
conparable period in 2001. The decrease is due to decreased earnings before
taxes of $599,919 for the six nonths ended June 30, 2002 and $261,715 for the
three nmonths ended June 30, 2002

LI QUI DI TY AND CAPI TAL RESOURCES

Wrking capital increased from $8,501,914 at Decenber 31, 2001 to
$9, 321,541 at June 30, 2002. The current ratio increased from9.1 to 1 at
Decenber 31, 2001 to 18.0 to 1 at June 30, 2002. The Conpany has no commitnments
for any further significant capital expenditures during the remainder of 2002,
and believes that its working capital is and will continue to be sufficient to
support its operating requirenents.

Cash flows provided by operating activities increased $23,528 (2.4%
for the six months ended June 30, 2002 as conpared the conparable period in
2001. This increase is nmainly due to an increase in outstanding accounts
recei vable due to timng of sales for the quarter ended June 30, 2001

Cash flows used in investing activities decreased $1, 584,372 (84.5% in
the six nonths ended June 30, 2002 when conpared to the conparable period in
2001. This decrease is mainly due a decline in additional tenporary investnents.

Cash flows used in financing activities increased $48,817 (12.1% in
the six nonths ended June 30, 2002 when conpared to the conparable period in
2001. This increase is mainly due to a decrease in stock options exercised
during the six nonth period ended June 30, 2002 when conpared to 2001.



PART 11 - OTHER | NFORMATI ON
Item 6 (b) Exhi bits and Reports on Form 8-K

a. Exhibits - None
b. Reports on Form 8-K - None

SI GNATURES
In accordance with the requirenents of the Securities Exchange Act of

1934, the registrant has duly caused this report to be signed on its behal f by
t he undersi gned, thereunto duly authorized.

UNI TED- GUARDI AN, | NC.
(Regi strant)

Gccs b

Al fred R d obus
Chi ef Executive Oficer

kB b s.

Kenneth H. d obus
Chi ef Financial Oficer

Date: August 6, 2002
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STATEMENT UNDER OATH OF PRINCIPAL EXECUTIVE OFFICER AND
PRINCIPAL FINANCIAL OFFICER REGARDING FACTS AND
CIRCUMSTANCES RELATING TO EXCHANGE ACT FILINGS

I, Alfred R. Globus, state and attest that:

(1) To the best of my knowledge, based upon a review of the covered reports of United-Guardian,
Inc., and, except as corrected or supplemented in a subsequent covered report:

* 1o covered report contained an untrue statement of a material fact as of the end of the
period covered by such report (or in the case of a report on Form 8-K or definitive proxy
materials, as of the date on which it was filed); and

* no covered report omitted to state a material fact necessary to make the statements in the
covered report, in light of the circumstances under which they were made, not
misleading as of the end of the period covered by such report (or in the case of a report
on Form §-K or definitive proxy materials, as ofthe date on which it was filed).

(2) I have reviewed the contents of this statement with the Conpany's audit committee.

(3) In this statement under oath, each of the following, if filed on or before the date of this
statement, is a "covered report":

e 200! Annual Report on Form 10-KSB of United-Guardian, Inc.;
e Definitive Proxy Statement dated April 15, 2002;
e Form 10-QSB for period ended March 31, 2002;

¢ TForm 10-QSB for period ended June 30, 2002

(U £ St

Alfrcfk. Globus,/”

Chaithan and Chief Executive QOfficer

August 6, 2002
Subscribed and sworn to before me
this 6th day of August, 2002.

bew i SLL

Notary Public

My Commission Expires: _| '/ 20 / 03

KENNETH H. GLOBUS
RO e
Qualified in Suffolk Coung
Commission Expires January 20, 2?3



STATEMENT UNDER OATH OF PRINCIPAL EXECUTIVE OFFICER AND
PRINCIPAL FINANCIAL OFFICER REGARDING FACTS AND
CIRCUMSTANCES RELATING TO EXCHANGE ACT FILINGS

1, Kenneth H. Globus, state and attest that:

(1) To the best of my knowledge, based upon a review of the covered reports of United-Guardian,
Inc., and, except as corrected or supplemented in a subsequent covered report:

* no covered report contained an untrue statement of a material fact as of the end of the
period covered by such report (or in the case of a report on Form 8-K or definitive proxy
materials, as of the date on which it was filed); and

¢ no covered report omitted to state a material fact necessary to make the statements in the
covered report, in light of the circumstances under which they were made, not
misleading as of the end of the period covered by such report (or in the case of a report
on Form 8-K or definitive proxy materials, as ofthe date on which it was filed).

(2) I have reviewed the contents of this statement with the Company's audit committee.

(3) In this statement under oath, each of the following, if filed on or before the date of this
statement, is a "covered report”;

e 2001 Annual Report on Form 1)-KSB of United-Guardian, Inc.;
e Definitive Proxy Statement dated April 15, 2002;
e Form 10-QSB for period ended March 31, 2002;

¢ lorm 10-QSB for period ended June 30, 2002

Aot WL,

Kenneth H. Globus
President and Chief Financial Officer

August 0, 2002
Subscribed and sworn to before me
this 6th dgx of August, 2002.

Notary Public
KENNETH A. MESSINA

My Commission Expires: Notary Public, State of New York
Y pires: _Totary Fubli, State of New
Quaslified in Cou

Commission Expires|{ ) 37-A 2‘; -



