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Revenue:
Net sal es

Costs and expenses:
Cost of sales
Sel I'i ng, general and

adm nistrative

Ear ni ngs from
oper ati ons

O her income (expense):
I nterest expense
I nvest nent i ncone

Ear ni ngs before
i ncone taxes

Provi sion for
i ncone taxes

Net ear ni ngs
Ear ni ngs per conmon

share - (basic and
di | ut ed)

Basi ¢ wei ght ed aver age
shares

Di | ut ed wei ghted
average shares

UNI TED- GUARDI AN,
CONSOLI DATED STATEMENTS OF EARNI NGS

( UNAUDI TED)

SI X MONTHS ENDED

JUNE 30
2001 2000
$ 5,423,800 $ 5,853,810
2,621,552 2,874,747
1,211,838 1,126, 143
3,833,390 4,000, 890
1,590,410 1,852,920
(37) (134)
131, 745 91, 088
1,722,118 1,943, 874
642, 740 725, 500
$ 1,079,378 $ 1,218, 374
$ 0.22 0.25
4,866,162 4,892,934
4,889,214 4,920, 646

See notes to financial

2

THREE MONTHS ENDED

JUNE 30,

2001 2000
$ 2,593,955 $ 2,940, 461
1,323, 838 1, 403, 662
629, 839 638, 278
1,953,677 2,041, 940
640, 278 898, 521
(12) (61)
65, 736 51, 637
706, 002 950, 097
262,740 354, 800
443, 262 595, 297
0.09 0.12
4, 869, 151 4, 895, 609
4, 889, 910 4,923, 387

statenents



UNI TED- GUARDI AN,

I NC.

CONSOL| DATED BALANCE SHEETS

ASSETS

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 $46, 700 and $47, 300 at
June 30, 2001 and Decenber
2000, respectively
| nventori es
Prepai d expenses and ot her
current assets
Def erred i ncone taxes

31,

Total current assets

Property,
Land
Factory equi pnent and fixtures
Bui | di ng and i nprovenents
Wast e di sposal pl ant

pl ant and equi pnent:

Less: Accunul ated depreciation

O her assets:

Processes and patents, net of
accunul ated anorti zati on of
$920, 725 and $894, 802 at
June 30, 2001 and Decenber
2000, respectively

Not e receivable - officer

O her

31,

See notes to financi al

3

JUNE 30, DECEMBER 31,
2001 2000
(UNAUDI TED) (DERI VED FROM AUDI TED
FI NANCI AL STATEMENTYS)
919, 976 $ 2,226,812
3, 883, 154 2,736, 886
907, 291 270,924
1, 298, 104 801, 070
1,198, 803 1, 464, 564
321,018 169, 605
230, 641 224,688
8, 758, 987 7,894, 549
69, 000 69, 000
2, 656, 623 2,613, 203
2,019, 340 1, 985, 342
133, 532 133, 532
4,878, 495 4,801, 077
3,641, 582 3,533,542
1, 236, 913 1, 267, 535
61,072 86, 995
- 147, 316
1, 000 1, 000
62,072 235, 311
10, 057, 972 $ 9, 397, 395

statenents



UNI TED- GUARDI AN,

I NC.

CONSOL| DATED BALANCE SHEETS

LI ABI LI TIES AND
STOCKHOLDERS' EQUI TY

Current liabilities:
Di vi dends payabl e
Account s payabl e
Accrued expenses
Taxes payabl e

Current portion of long-term
debt
Total current liabilities

Def erred i ncone taxes

St ockhol ders' equity:
Common stock $.10 par val ue,
aut horized, 10,000, 000 shares;
i ssued, 4,930,139 and 4,901, 139
shares, respectively; outstanding
4,867,939 and 4, 861, 139 shares,
respectively

Capital in excess of par val ue
Accunul at ed ot her conprehensive
| oss

Ret ai ned ear ni ngs

Treasury stock, at cost;
62, 200 and 40, 000 shares,
respectively

Total stockhol ders

equity

See notes to financi al

4

JUNE 30,
2001

493, 014
3,459, 549

(13, 298)
5,799, 761

(359, 630)

statenments

DECEMBER 31,
2000

( DERI VED FROM AUDI TED
FI NANCI AL STATEMENTS)

$ 486,114
178, 035
262, 120

79, 450

490, 114
3,373,417

(3,274)
4,720, 383

(205, 000)



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

( UNAUDI TED)
SI X MONTHS ENDED
JUNE 30,
2001 2000
Cash flows provided by operating activities:
Net ear ni ngs $ 1,079, 378 $ 1,218,374
Adj ustments to reconcil e net earnings
to net cash flows from operations:
Depreci ation and anortization 133,963 151, 251
Provi sion for doubtful accounts (600) -
(I'ncrease) decrease in assets
Accounts receivable (496, 434) (65, 750)
I nventories 265, 761 240, 600
Prepai d expense and other current assets (158, 727) (23, 944)
Increase (decrease) in liabilities:
Accounts payabl e 18, 639 (57, 690)
Accrued expenses and taxes payable 129, 466 165, 924
Net cash provided by operating activities 971, 446 1, 628, 765
Cash flows frominvesting activities:
Acqui sition of property, plant and equi pnent (77, 418) (97, 555)
Net change in tenporary investnents (1, 146, 268) (1953, 490)
Purchase of narketable securities (652, 344) (2,443)
Net cash used in investing activities (1,876, 030) (1, 053, 488)
Cash flows fromfinancing activities:
Princi pal paynents on | ong-term debt (5,170) (5,072)
Proceeds from exercise of stock options 89, 032 24,881
Di vi dends pai d (486, 114) (391, 131)
Net cash used in financing activities (402, 252) (371, 322)
Net (decrease) increase in cash and cash
equi val ents (1, 306, 836) 203, 955
Cash and cash equi val ents at begi nni ng
of period 2,226,812 2,014, 556
Cash and cash equival ents at end of period $ 919, 976 $ 2,218,511

See notes to financial

5

statenments.



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

1. In the opinion of the Conpany, the acconpanying unaudited
financial statenents contain all adjustnments (consisting of only norma
recurring accruals) necessary to present fairly the financial position as
of June 30, 2001 and Decenber 31, 2000 and the results of operations and
cash flows for the three and six nonths ended June 30, 2001 and 2000. The
accounting policies followed by the Conpany are set forth in the
Conpany's financial statenents included in its Decenber 31, 2000 Annua
Report to Sharehol ders.

2. The results of operations for the three and six nonths ended
June 30, 2001 and 2000 are not necessarily indicative of the results to
be expected for the full year

3. Inventories

I nventories consist of the follow ng: June 30 Decenber 31
2001 2000

Raw materials and work in process $ 254,692 $ 261 891

Fi ni shed products and fine chemcals 944, 111 1, 202,673

$1, 198, 803 $1, 464, 564

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

Cash paynments for interest were $37 and $134 for the six nmonths
ended June 30, 2001 and 2000 respectively.

Cash paynments for taxes were $879,216 and $730, 687 for the six
nont hs ended June 30, 2001 and 2000 respectively.

5. Conprehensive | ncone

The conponents of conprehensive inconme are as foll ows:

Si x nont hs ended Three nont hs ended
June 30, June 30,
2001 2000 2001 2000

Net income $1, 079, 378 $1, 218, 374 $443, 262 $595, 297
O her conprehensive incone

Unrealized gain (loss)on

mar ket abl e securities (15, 977) 2,609 13,781 (7,224)
Net unrealized gain (loss) (15, 977) 2,609 13,781 (7,224)
Income tax expense (benefit)on

conpr ehensi ve i ncone (5, 953) 934 5,147 (2,800)
Ot her conprehensive income (1oss) (10, 024) 1, 675 8,634 (4, 424)
Conpr ehensi ve incone $1, 069, 354 $1, 220, 049 $451, 896 $590, 873



Accunul at ed ot her conpr ehensi ve income is conprised of
unreal i zed gains and | osses on marketable securities, net of the related
tax effect.

6. Earnings Per Share

The following table sets for the conputation of basic and
di l uted earnings per share at June 30, 2001 and 2000.

Si x nonths ended Three nonths ended
June 30, June 30,
2001 2000 2001 2000

Nurmer at or :

Net income $1, 079, 378 $1, 218, 374 $ 443,262 $ 595, 297
Denomi nat or:

Denom nator for basic earnings

per share (wei ghted average

shar es) 4,866, 162 4,892,934 4,869, 151 4,895, 609
Effect of dilutive securities :

Enpl oyee stock options 23,052 27,712 20, 759 27,778
Denomi nator for diluted earnings

per share (adjusted wei ghted-average

shares) and assumed conversions 4,889, 214 4,920, 646 4,889, 910 4,923, 387
Basi ¢ and diluted earnings per share $ 0.22 $ 0.25 $ 0.09 $ 0.12

Options to purchase 21,000 shares of the Conpany's comopn stock
have been excluded fromthe conputation of diluted earnings per share in
2000 as their inclusion would be antidilutive.

7. In August 2000 Alfred R dobus ("d obus"), the Registrant's
Chai rman and Chi ef Executive Oficer, executed a Prom ssory note in the
amount of $348,161 plus interest at the rate of 6.6% per annum to repay
advances made by the Registrant in fiscal years 1995 through 1998 in
connection with a split dollar life i nsurance policy that was
di scontinued in July, 2000. Between Septenber, 2000 and May, 2001 d obus
transferred to the Registrant a total of 62,200 shares of his
United- Guardian, Inc. stock, wth a market value of $359,630, to repay
the Prom ssory Note. OF this amount, $348,161 was applied to principal
$10,218 to interest, and the remaining $1,251 was returned to G obus as
an overpaynent. This nethod of repaynent was approved by the Board of
Directors of the Registrant. The cost of the surrendered stock has been
classified as "Treasury stock" on the acconpanyi ng bal ance sheet.

8. The Conpany has the following two reportable business

segnents: Guardian Laboratories and Eastern Chemcal. The Guardian
segnent conduct s research, devel opnent and manuf act uri ng of
pharmaceuti cals, nmedical devices, cosnetics, products and proprietary
specialty chem cal products. The Eastern segnment distributes fine

chemi cal s, solutions, dyes and reagents.

The accounting policies wused to develop segnment infornmation
correspond to those described in the summary of significant accounting
policies as set forth in the Decenber 31, 2000 Annual Report. Segnent



earnings or loss is based on earnings or loss from operations before
income taxes. The reportable segnents are distinct business units
operating in different industries. They are separately managed, wth
separate marketing and distribution systenms. The following information
about the two segnents is for the six months ended June 30, 2001 and
2000.
Si x nonths ended June 30,
2001 2000
GUARDI AN EASTERN TOTAL GUARDI AN EASTERN TOTAL
Revenues from external customers $ 4,690, 069 $ 733,731 $ 5,423,800 $ 5,020, 389 $ 833,421 $ 5,853,810
Depreciation and anortization 77,205 - 77, 205 83,513 - 83,513
Segnent earni ngs before incone
taxes 1,662, 230 11, 749 1,673,979 1,867, 382 80, 506 1,947, 888
Segment assets 2,591, 687 411, 745 3,003, 432 2,452, 040 459, 530 2,911, 570
Expendi tures for segment assets 15, 036 - 15, 036 85, 619 - 85, 619
Reconci liation to Consolidated Anounts
Earni ngs before incone taxes
Total earnings for reportable segnents 1,673,979 1,947, 888
QO her earnings 131, 708 90, 954
Cor porate headquarters expense ( 83,569) (94, 968)
Consol i dat ed earni ngs before incone
t axes 1,722,118 1,943,874
Asset s
Total assets for reportable segnments 3, 003, 432 2,911, 570
Cor por at e headquarters 7,054, 540 5, 940, 315
Total consolidated assets
Three nonths ended June 30,
2001 2000
GUARDI AN EASTERN TOTAL GUARDI AN EASTERN TOTAL
Revenues from external custoners $ 2,251,632 $ 342,323 $ 2,593,955 $ 2,556,948 $ 383,513 $ 2,940, 461
Segnent earni ngs before income
t axes 687, 213 (1,379) 685, 834 927,764 21, 899 949, 663
Earni ngs before income taxes
Total earnings for reportable segnments 685, 834 949, 663
O her earnings 65, 724 51,576
Cor por at e headquarters expense ( 45, 556) (51, 142)
Consol i dat ed earni ngs before inconme
t axes
O her significant itens
Si x nmont hs ended June 30,
2001 2000
Segnent Consol i dat ed Segnent Consol i dat ed
Total s Cor por at e Total s Total s Cor por at e Total s
I nterest Expense $ - $ 37 $ 37 $ - $ 134 $ 134
Expendi tures for assets 15, 036 62, 382 77,418 85, 619 11, 936 97, 555
Depreciation and anortization 77,205 56, 758 133,963 83,513 67,738 151, 251
Geogr aphi c I nformation
2001 2000
Revenues Long- Li ved Revenues Long- Li ved
Asset s Assets
United States $ 2,682,713 $ 1,297,985 $ 2,982,324 $ 1, 449,592
France 845, 508 954, 792
Cther countries 1, 895, 579 1,916, 694
$ 5,423,800 $ 1, 297, 985 $ 5,853,810 $ 1, 449, 592




Maj or Custoners

Customer A (Quardi an) $ 1,893,243 $ 1, 060, 834
Custoner B (Quardi an) 711, 978 911, 790
Al other custoners 2,818,579 3, 881, 186

$ 5, 423, 800 $ 5,853,810

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 month period ended June 30, 2001 net sal es decreased
$430,010 (7.3% versus the conparable period in 2000. The Guardian
Laboratories division ("Quardian") had a sales decrease of $330, 320
(6.699 while the Eastern Chenical subsidiary ("Eastern") had a sales
decrease of $99,690 (129 .

For the three nonth period ended June 30, 2001, revenue
decreased $346,506 (11.8% over the conparable period in 2000. Guardian
sal es decreased $305,316 (11.99, while Eastern sales decreased $41, 190
(10.79% .

The decrease in Guardian's sales was believed to be due in part
to a slight decline in demand for Guardian's products resulting fromthe
econonmi ¢ sl owdown taking place in the United States, as well as to norna
fluctuations in the purchasing patterns of its custoners. The decline in
Eastern's sales was mainly due to normal fluctuations in the purchasing
patterns of its custoners.

Cost of sales

Cost of sales as a percentage of sales decreased to 48.3% for
the six nonths ended June 30, 2001 from 49. 1% for the conparable period
ended June 30, 2000. The decrease was mainly due to an increase in
production for the first six nonths ending June 30, 2001 as conpared to
the six nonths ended June 30, 2000. For the three nonth period ended June
30, 2001 conpared to the three nonth period June 30, 2000 the cost of
sales as a percentage of sales increased to 51.0% from 47.7% The
increase was mainly due to a decrease in production during the three
nonth period ended June 30, 2001 as conpared to the three nonth period
ended June 30, 2000.

Operati ng Expenses

Operating expenses increased $85,695 (7.6% in the six nmonths
ended June 30, 2001 conpared to the conparable period in 2000. For the
three nonths ended June 30, 2001 operating expenses decreased $8,439



(1.3% over the conparable period in 2000. These increases and decreases
were primarily due to changes in payroll related costs for the six and
three nonth period ended June 30, 2001 as conpared to the six and three
nmont h period ended June 30, 2000.

| nvest nent i ncone

I nvest nent incone increased $40,657 (44.6% for the six nonths
ended June 30, 2001 as conpared to the conparable period in 2000, and
$14,099 (27.3% for the three nonths ended June 30, 2001 as conpared to
the conparable period in 2000. These increases are primarily due to an
increase in tenporary investnents.

Provi sion for incone taxes

The provision for income taxes decreased $82,760 (11.4% for the
si x nonths ended June 30, 2001 when conpared to the conparable period in
2000, and $92,060 (25.9% for the three nonths ended June 30, 2001 when
conpared to the conparable period in 2000. These decreases are due to
decreased earnings before taxes of $221,756 for the six nonths ended June
30, 2001 and $244,095 for the three nonths ended June 30, 2001

LIQUI DI TY AND CAPI TAL RESOURCES

Working capital increased from $6, 882,794 at Decenber 31, 2000
to $8, 090,411 at June 30, 2001. The current ratio increased from7.8 to 1
at Decenber 31, 2000 to 13.1 to 1 at June 30, 2001. The Conpany has no
cormmitnents for any further significant capital expenditures during the
remai nder of 2001, and believes that its working capital is and wll
continue to be sufficient to support its operating requirenents.

Cash flows provided by operating activities decreased $657, 319
(40.49% for the six nonths ended June 30, 2001 as conpared the comparable
period in 2000. This decrease is mainly due to an increase in outstanding
accounts receivable due to timng of sales for the quarter ended June 30,
2001.

Cash flows wused in investing activities increased $822,542
(78.1% in the six months ended June 30, 2001 when conpared to the
conparable period in 2000. This increase is muinly due additiona
investments in tenporary investnents and marketabl e securities.

Cash flows used in financing activities increased $30,930 (8.3%
in the six nonths ended June 30, 2001 when conpared to the conparable
period in 2000. This increase is mainly due to the increase in cash
di vi dends paid in 2001 when conpared to 2000.
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PART || - 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 behalf
by the undersigned, thereunto duly authorized.

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

By:

Alfred R d obus
Chi ef Executive O ficer

By:
Kenneth H. d obus
Chi ef Financial O ficer

Date: August 9, 2001
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