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Item 1.02. Termination of a Material Definitive Agreement
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United-Guardian, Inc. ( Company ) currently has in place a noncontributory defined benefit pension plan
( DBPP ) which covers substantially all of its employees. Benefits are based on years of service and
employees' compensation prior to retirement. Amounts are funded in accordance with the requirements of
ERISA (Employee Retirement Income Security Act of 1974) and the plan is administered by a trustee who
is responsible for payments to retirees. The plan assets primarily consist of cash equivalents, bonds,
commercial paper, equity funds, and mortgage-backed securities, and are recorded at fair value within the
plan.

At its meeting on December 6, 2007, the Board of Directors of the Company authorized the management of
the Company to freeze the current DBPP pending an investigation into the advisability and timing of a
termination of the DBPP and replacement with a modified defined contribution pension plan ( DCPP ). The
freeze went into on December 31, 2007. From that date on there will be no additional accrual of benefits to
any employee. Management was directed to continue to investigate the advisability of terminating the plan
and, if termination was to proceed, when the best time would be for that to take place. Management was
given the authority to begin the termination process at such time as management deemed it appropriate to
do so.

On February 19, 2008, as a result of discussions with the Company s auditors regarding the tax and
accounting implications of the termination, it was determined that it would be in the Company s best interest
to immediately start termination proceedings, with a goal of having the DBPP terminated within 12-18
months. The administrator of the plan was given notice by management of the Company s intent to
terminate the DBPP, and was directed by management to initiate the documentation that would be needed
to start the termination process.

In connection with the discontinuation of the DBPP the Company chose to expand contributions to
employees accounts in the DCPP.

The modifications to the DCPP consist of the following:

(a) anincreased employer s matching contribution to the Company s existing 401(k) plan;

(b)  the adoption of a profit sharing component utilizing a Pay-to-Pay safe harbor allocation
formula, which will allocate contributions based on the ratio of the individual pay of each employee to the
total payroll of all plan participants. There will be no obligation on the part of the Company to make
contributions to this plan, but if it does it will allocate those contributions according to this Pay-toPay
formula.

The Company estimates that the overall cost of the expanded contributions to the Company s existing

401(k) plan and the addition of a profit sharing component to the DCPP will be approximately the same as
the expected annual cost of the DBPP had that continued.

SIGNATURES
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