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UNITED ECOENERGY CORP. AND SUBSIDIARY
CONDENSED CONSOLIDATED BALANCE SHEETS

December
June 30, 31,
2010 2009
(unaudited)

ASSETS
CURRENT ASSETS
Cash $ 121,361 $ 8,018
Accounts receivable 42,590 3,550

Total current assets 163,951 11,568
Investments in affiliates 180,000 180,000
Intangibles - net 400,000 450,000
TOTAL ASSETS $ 743951 $ 641,568
LIABILITIES AND STOCKHOLDERS' EQUITY/ (DEFICIENCY)
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 380,378 $ 241,049
Due to related party 175,781 175,781
Notes payable — related party 84,113 71,378
Other current liabilities 18,865 18,865

Total current liabilities 659,137 507,073
Liability for unissued shares — related party 719,311 60,000
Convertible debenture 25,000
STOCKHOLDERS’ DEFICIENCY
Common stock, par value $.001 per share; 150,000,000

shares authorized 67,112,462 and 66,224,418
issued and outstanding 67,112 66,224

Additional paid-in capital 2,290,974 1,615,481
Accumulated deficit (2,992,583) (1,632,210)

Total stockholders' equity/(deficiency) (634,497) 49,495
TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY/(DEFICIENCY) $ 743951 $ 641,568

See notes to condensed consolidated financial statements
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UNITED ECOENERGY CORP. AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
(unaudited) (unaudited)

Revenues - net - $35,461
Expenses
Cost of sales - 16,119
General and administration $ 1,173,362 $180,416 $1,273,124  $261,179
Amortization of intangibles 25,000 - 50,000 -

Total expenses 1,198,362 180,416 1,339,243 261,179
Loss from operations (1,198,362 ) (180,416 ) (1,303,782) (261,179
Other expenses/(income)
Finance costs 38,782 49,387
Loss on impairment of investment 265,690 258,190
Interest- net - principally related party 4,617 (2,185 7,205 (1,141
Net loss $ (1,241,761 ) $(443,921 ) $(1,360,374) $(518,228
Loss per share - basic and diluted $ (0.02 ) $(0.01 ) $(0.02 ) $(0.01
Weighted average shares outstanding 66,539,327 40,974,273 66,469,734 37,859,708

See notes to condensed consolidated financial statements
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UNITED ECOENERGY CORP. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY/(DEFICIENCY)

Additional Total
Common Stock Paid - in Stockholders'
Shares Amount Capital Deficit ~ Equity/(Deficiency)
Balance - December 31, 2009 66,224,418 $ 66,224 $ 1,615,481 $(1,632,210) $ 49,495
Issuance of common shares in
connection with:
Settlement of related party debt- 738,044 738 109,638 110,706
Indebtedness — prior year 150,000 150 59,850 60,000
Issuance of stock options 505,675 505,675
Net loss for period - - - (1,360,374) (1,360,374)
Balance — June 30, 2010 67,112,462 $ 67,112 $ 2,290,974 $(2,992,584) $ (634,498)

See notes to condensed consolidated financial statements
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UNITED ECOENERGY CORP. AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows Used in Operating Activities
Net Loss
Adjustments to reconcile net loss to net cash
used in operating activities:
Amortization
Finance costs
Accrued interest — principally related party
Non-cash compensation
Impairment reserves
Changes in operating assets and liabilities:
Accounts receivable
Accounts payables and accrued expenses
Net Cash Used in Operating Activities
Cash Flow Used in Investing Activities
Investment and advances to affiliates
Net Cash Used in Investing Activities
Cash Flows Provided By Financing Activities
Loans from related party
Private placement — common stock
Private placement — convertible debt
Net Cash Provided by Financing Activities
Net Increase in Cash
Cash at beginning of period
Cash at end of period

Supplemental Disclosures
Non-cash investing and financing activities

Common stock issued to redeem indebtedness to related party (including related loss)

See notes to condensed consolidated financial statements

Six Months Ended
June 30,

2010

2009

$(1,360,374) $ (518,228)

53,735
44,198
8,659
921,975

(39,040)
148,190
(222,657)

68,500
267,500

336,000
113,343
8,018

$ 121,361

$ 110,706

$

(1,141)

258,190

116,185
(144,994)

(210,500)
(210,500)

25,000
307,400
25,000
357,400
1,906
383
2,289
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UNITED ECOENERGY CORP AND SUBSIDIARY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization and Basis of Preparation

United EcoEnergy Corp. (“United” or the “Company”’) was a closed-end management investment company which in
February 2006 elected to be treated as a business development company (BDC) under the Investment Company Act of
1940, (the “1940 Act”). The Company was originally formed in February 1997 as MNS Eagle Equity Group III, Inc.;
however, it conducted no operations until electing to be a BDC through which it provided capital and other assistance
to start-up and micro-cap companies. During this time, United acquired and established its initial interest in the
medical, pharmaceutical and healthcare industry by acquiring intellectual property rights and created Epic Wound
Care, Inc., the Company’s wholly-own subsidiary which will become the Company’s operating platform company in
this industry. The Company also completed two minority equity investments in companies that we believed will not
be strategic to our healthcare strategy.

Effective as of December 31, 2009, the Board of Directors and the holders of a majority of the Company’s outstanding
shares of common stocks authorized the Company’s management to withdraw the above mentioned election to be
regulated as a BDC. This decision was in part prompted by the actuality that the majority of the Company’s resources
were allocated to managing the operating activities of its holdings and, in addition, management found that the
Company may not have been in compliance with certain BDC provisions of the 1940 Act. Among other things, the
Company had issued rights to purchase securities and issued shares for services or property other than for cash; issued
warrants in connection with debt offerings with conversion rights below the then market value and without
shareholder approval; and failed to establish a majority of independent directors. The Company also failed to obtain a
fidelity bond in an amount required under the 1940 Act. Further, the Company has received communications from the
Securities and Exchange Commission in which the Commission alleged that the Company was in noncompliance with
some of the Rules and Regulations governing BDC's. On July 7, 2010, the Company filed an Information Statement
with the SEC providing notice of shareholder action in lieu of a Meeting of Shareholders, taken pursuant to the written
consent of certain shareholders, referred to as the consenting shareholders. Specifically, the consenting shareholders
approved the withdrawal of the Company’s election to be a BDC. This action becomes effective on or about August
16, 2010 and, at that time, the Company will file the applicable Notice concerning the withdrawal with the Securities
and Exchange Commission.

As a result of the decision to withdraw the Company’s election to be treated as a BDC and become an operating
company, the fundamental nature of the Company’s business changed from that of investing in a portfolio of securities,
with the goal of achieving gains on appreciation and dividend income, to that of being actively engaged in the
ownership and management of a holding company, with the goal of generating income from the operations of those
businesses. The withdrawal of the Company’s election as a BDC under the 1940 Act resulted in a significant change in
the Company’s method of accounting. The Company formerly utilized the BDC financial statement presentation and
that accounting utilized the value method of accounting used by investment companies, which allows BDCs to
recognize income and value their investments at market value as opposed to historical cost. As an operating company,
the Company adopted the financial statement presentation and accounting for securities held which provides for either
fair value or historical cost methods of accounting, depending on the classification of the investment and the
Company’s intent with respect to the period of time it intends to hold the investment. Change in the Company’s method
of accounting could reduce the market value of its investments in privately held companies by eliminating the
Company’s ability to report an increase in value of its holdings as the increase occurs. Also, as an operating company,
the Company also now consolidates its financial statements with controlled subsidiaries, thus eliminating the portfolio
company reporting benefits available to BDCs.
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The accompanying financial statements have been prepared in conformity with generally accepted accounting
principles, which contemplate the continuation of the Company as a going concern. This basis of accounting
contemplates the recovery of the Company’s assets and the satisfaction of liabilities in the normal course of

business. The Company since its formation has not generated any significant revenues. The Company has not as yet
attained a level of operations which allows it to meet its current overhead and may not attain profitable operations
within its first few business operating cycles, nor is there any assurance that such an operating level can ever be
achieved. The Company is dependent upon obtaining additional financing adequate to fund its operations. While the
Company has funded its initial operations with private placements and secured loans from a related party, there can be
no assurance that adequate financing will continue to be available to the Company and, if available, on terms that are
favorable to the Company. The Company’s ability to continue as a going concern is also dependent on many events
outside of its direct control, including, among other things improvement in the economic climate. The financial
statements do not include any adjustments to reflect the possible future effects on the recoverability and classification
of assets or the amounts and classification of liabilities that may result from the outcome of this uncertainty.

10



Edgar Filing: United EcoEnergy Corp. - Form 10-Q

Interim financial statements are prepared in accordance with GAAP for interim financial information and pursuant to
the requirements for reporting on Form 10-Q and Article 10 of Regulation S-X, as appropriate. In the opinion of
management, all adjustments, which are of a normal recurring nature, considered necessary for the fair presentation of
financial statements for the interim period, have been included.

Operating results for the interim periods presented are not necessarily indicative of the results to be expected for a full
year.

The condensed consolidated balance sheet at December 31, 2009 has been derived from the audited consolidated
financial statements at that date but does not include all the information and footnotes required by generally accepted
accounting principles for complete financial statements.

These interim condensed financial statements should be read in conjunction with the Company’s audited financial
statements and notes for the period ended December 31, 2009 filed with the Securities and Exchange Commission on
Form 10-K on April 16, 2010.

Note 2. Significant Accounting Policies
Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary, Epic Wound Care, Inc. as of the dates and for the fiscal years indicated. All intercompany accounts and
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires the
Company’s management to make estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements and the reported amounts of income and expenses during the reported period.
Changes in the economic environment, financial markets, as well as in the healthcare industry and any other
parameters used in determining these estimates could cause actual results to differ.

Concentration of Credit Risk

The Company may place its cash with various financial institutions and, at times, cash held in depository accounts at
such institutions may exceed the Federal Deposit Insurance Corporation insured limit.

Equity and Cost Method Investments in Affiliated Companies

The Company uses the equity method of accounting for its investments in entities in which it has significant influence;
generally, this represents an ownership interest of between 20% and 50%. The Company uses the cost method of
accounting for investments in equity securities in which it has a less than 20% equity interest and virtually no
influence over the investee's operations.

Application of the cost method requires the Company to periodically review this investment in order to determine
whether to maintain the current carrying value or to write off some or all of the investment. While the Company uses
some objective measurements in its review, the review process involves a number of judgments on the part of the
Company's management. These judgments include assessments of the likelihood of the investments to obtain
additional financing, to achieve future milestones, make sales and to compete effectively in its markets. In making

11
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these judgments the Company must also attempt to anticipate trends in the industries as well as in the general
economy. There can be no guarantee that the Company will be accurate in its assessments and judgments. To the
extent that the Company is not correct in its conclusion it may decide to write down all or part of the investment.

12
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Income Taxes

The Company accounts for income taxes using a method that requires recognition of deferred tax assets and liabilities
for expected future tax consequences of temporary differences that currently exist between tax bases and financial
reporting bases of the Company’s assets and liabilities (commonly known as the asset and liability method). In
assessing the ability to realize deferred tax assets, the Company considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized.

The Company evaluates its tax positions taken or expected to be taken in the course of preparing the Company’s tax
returns to determine whether the tax positions are ‘‘more-likely-than-not’’ of being sustained by the applicable tax
authority. Tax positions not deemed to meet the “more-likely-than-not” threshold are recorded as an expense in the
applicable year. The Company does not have a liability for any unrecognized tax benefits. Management’s evaluation
of uncertain tax positions may be subject to review and adjustment at a later date based upon factors including, but not
limited to, an on-going analysis of tax laws, regulations and interpretations thereof.

As of December 31, 2009, the Company has approximately $1.3 million of net operating loss carry-forwards available
to affect future taxable income and has established a valuation allowance equal to the tax benefit of the net operating
loss carry forwards and temporary differences as realization of the asset is not assured.

Revenue Recognition

The Company recognizes revenues when persuasive evidence of an arrangement exists, product has been delivered or
services have been rendered, the price is fixed or determinable and collectability is reasonably assured. Revenue is
recognized net of estimated sales returns and allowances.

Revenues are attributable to the sale of medical products through distributor agreements. The principal terms of the
agreements provide that the distributor orders be accompanied by partial payment in advance which at least equals

50% of total manufactured cost, as defined, for orders for distributor inventory and, in addition, an agreed portion of

the distributor’s gross profit on special orders. The balance of the manufactured cost is due from the distributor at the
time of shipment. The Company is also entitled to an agreed percentage of the distributor’s profit on receipt by the
distributor. The Company defers all amounts received in advance of shipment and recognizes as revenue the

aggregate of amounts invoiced in advance and an estimate of the Company’s portion of distributor’s profit at the time of
shipment.

Per Share Information

Basic earnings per share are calculated using the weighted average number of common shares outstanding for the
period presented. Diluted loss per share is the same as basic loss per share, as the effect of potentially dilutive
securities (options and warrants to acquire 4,475,000 and 1,413,878 shares of common stock, respectively) are
anti-dilutive.

Recent Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the FASB or other standards setting bodies that are
adopted by the Company as of the specified effective date. Unless otherwise discussed, the Company believes that the

impact of recently issued standards that are not yet effective will not have a material impact on its financial statements
upon adoption.

13
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In October 2009, the FASB issued ASU 2009-13, Multiple-Deliverable Revenue Arrangements, (amendments to
FASB ASC Topic 605, Revenue Recognition ) (“ASU 2009-137). ASU 2009-13 requires entities to allocate revenue in
an arrangement using estimated selling prices of the delivered goods and services based on a selling price hierarchy.
The amendments eliminate the residual method of revenue allocation and require revenue to be allocated using the
relative selling price method. ASU 2009-13 should be applied on a prospective basis for revenue arrangements entered
into or materially modified in fiscal years beginning on or after June 15, 2010, with early adoption permitted. The
Company does not expect adoption of ASU 2009-13 to have a material impact on the Company’s results of operations
or financial condition.

14



Edgar Filing: United EcoEnergy Corp. - Form 10-Q

In April 2010, the FASB issue ASU 2010-17, Revenue Recognition — Milestone Method (“ASU 2010-17). ASU
2010-17 provides guidance on the criteria that should be met for determining whether the milestone method of
revenue recognition is appropriate. A vendor can recognize consideration that is contingent upon achievement of a
milestone in its entirety as revenue in the period in which the milestone is achieved only if the milestone meets all
criteria to be considered substantive. The following criteria must be met for a milestone to be considered substantive.
The consideration earned by achieving the milestone should:

1. Be commensurate with either the level of effort required to achieve the milestone or the
enhancement of the value of the item delivered as a result of a specific outcome resulting from the
vendor’s performance to achieve the milestone.

2. Related solely to past performance.

3. Be reasonable relative to all deliverables and payment terms in the arrangement. No bifurcation
of an individual milestone is allowed and there can be more than one milestone in an
arrangement.

Accordingly, an arrangement may contain both substantive and nonsubstantive milestones. ASU 2010-17 is effective
on a prospective basis for milestones achieved in fiscal years, and interim periods within those years, beginning on or
after June 15, 2010.

Note 3. Related Party Transactions

During the six months ended June 30, 2010, the Company borrowed $68,500 from LeadDog Capital LP (“LDC”)
through issuances of notes payable for 12 to 14 month periods from the date of the borrowings with interest payable at
16% per year. LDC and its affiliates are shareholders and warrant holders however the group is restricted from
becoming a beneficial owner (as such term is defined under Section 13(d) and Rule 13d-3 of the Securities Exchange
Act of 1934, as amended, (the 1934 Act)), of the Company’s common stock which would exceed 9.9% of the number
of shares of common stock outstanding.

In May 2010, the Company and LDC agreed to the conversion of indebtedness to LDC consisting of principal of
$59,500 and interest of $14,300 into 738,044 shares of common stock. As a result of the settlement of this
indebtedness, the Company recorded a loss of $36,900 during the three and six months ended June 30, 2010.

In August 2010, LDC and the Company agreed to extend the terms for loans with principal outstanding of $36,487
until July1, 2011, including one loan for $13,000 which was past due as of June 30, 2010.

Note 4. Liability for Unissued Shares
As of June 30, 2010, the liability for unissued shares consists of shares issuable in connection with:

Private

placement $267,500
Consulting

services as

Company

Officer 187,500
Investor

relations 118,800
Consulting

arrangements 110,000

15
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Conversion of
indebtedness 35,500
$719,300

During May 2010, the Company began a private placement of its common stock at $.15 per share pursuant to Rule
506 of Regulation D promulgated under the Securities Act of 1933, as amended, open to “accredited investors” as that
term is defined in Rule 501 of Regulation D. The maximum to be raised is $1.5 million. As of June 30, 2010 the
Company had received fully paid subscriptions for 1,783,334 shares. The offering is scheduled to end October 31,
2010, unless terminated sooner by the Company.

In April 2010, the Board of Directors awarded compensation in the form of options and shares of common stock to
Board members for past services as well as for current Board service. The Company is to issue to FSR, Inc. 1,250,000
shares of common stock for services rendered and to be rendered by the Company’s Chief Executive Officer and
recorded a non-cash charge of $187,500 for the three and six months ended June 30, 2010 as the shares were fully
vested. All other Board members were awarded options — see Note 5.

10
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As of June 15, 2010, the Company entered into a letter of engagement with an investor relations firm to develop and
implement a financial communications program designed to increase investor awareness of the Company in the
investment community. Pursuant to the agreement the Company will issue up to 1,320,000 shares of our common
stock in two

installments of 660,000 shares, the first on signing of the agreement and the second on the six month anniversary of
the agreement provided that the agreement has not been terminated. The Company recorded a charge of $118,800
based upon the fair value of the shares issuable as of June 30, 2010.

In April 2010, the Company’s principal operating subsidiary entered into agreements with 2 consultants. One
consultant was engaged to provide technical expertise in connection with preparing and executing FDA approvals as
well as providing assistance in distribution and sales of product extensions. The other consultant was engaged to
provide consulting and advisory services and assistance to the Company including compliance with regulatory and
reporting requirements for the Company and its products, assistance in marketing, selling and distributing the
Company's products in certain countries in the Far East. Compensation for two consultants includes the issuance of
800,000 shares of the Company’s common stock for which the Company recorded a non-cash charge of $110,000 for
the three and six month ended June 30, 2010 as the shares were fully vested.

The Company borrowed $25,000 in June 2009 under terms which provided that the borrower could convert the
indebtedness including unpaid interest at $.25 per share through the due date in October 2009. The debt holder had a
pro-rata interest in the security interest the Company has in connection with the Company’s loan to one of its investees.
In January 2010, the Company and the lender agreed to the conversion of the note into 131,641 shares of the
Company’s common stock. The shares have not been issued and are included in the liability for unissued shares at its
fair value which resulted in noncash charge for the six months ended June 30, 2010 of $8,750.

Note 5. Stock Options

In April 2010, the Company granted options to purchase an aggregate of 4,475,000 shares of common stock at a $0.15
per share to directors and consultants, including options for 2,850,000 common shares for past services and the
balance as compensation for current service as Board members. As of the time of issuance, the Company recorded
non-cash compensation charges of $506,000, as all grants were immediately vested. The options have a term of 5
years.

The fair value of option grants were estimated on the date of grant in April 2010 using the Black-Scholes
option-pricing model with the following assumptions :

Expected
volatility 100 %
Expected
dividends 0%
Expected
term Syears
Risk-free  2.62
rate %

Note 6: Fair Value Measurements

Accounting principles generally accepted in the United States define fair value as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the
asset or liability in an orderly transaction between market participants at the measurement date. Additionally, the

17
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inputs used to measure fair value are prioritized based on a three-level hierarchy. This hierarchy requires entities to
maximize the use of observable inputs and minimize the use of unobservable inputs. The three levels of inputs used to
measure fair value are as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Observable inputs other than quoted prices included in Level 1. We value assets and liabilities included in
this level using dealer and broker quotations, bid prices, quoted prices for similar assets and liabilities in active

markets, or other inputs that are observable or can be corroborated by observable market data.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value

of the assets or liabilities. This includes certain pricing models, discounted cash flow methodologies and similar
techniques that use significant unobservable inputs.

11
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Recurring Fair Value Measurements

In accordance with accounting principles generally accepted in the United States, certain assets and liabilities are
required to be recorded at fair value on a recurring basis. For our Company, the only assets and liabilities that are
adjusted to fair value on a recurring basis are derivative instruments which the Company values using Level 2 inputs.
(see Note 5).

Note 7. Subsequent Events

In August 2010, the Company and LeadDog Capital agreed to the extension of the due date for certain of the
indebtedness including amounts past due (See Note 3).

Subsequent to June 30, 2010 through August 13, 2010, in connection with a private placement, the Company received
fully paid subscriptions for 400,000 shares of common stock.

Epic Wound Care, Inc., the Company’s subsidiary, entered into a corporate sponsorship agreement with American
Diabetes Association (the “ADA”) on July 29, 2010 that will become effective on November 1, 2010. This agreement
enables Epic to act as a sponsor of the ADA’s programs and utilizes the ADA’s trademarks and logos in association
with Epic’s products, as approved by the ADA. The agreement has a three-year term expiring October 31, 2013,
subject to a mutual option to renew. The annual cost of the agreement is $400,000.

In connection with the acquisition of the technology and other assets related to our Epic Wound Care products, the
Company escrowed 20 million shares pending the achievement of certain specified performance criteria. The first
deadline for achieving either the specified criteria for gross revenues or the market price for the Company’s common
stock was July 15, 2010. Since the performance criteria was not timely met, 10 million of the escrowed shares are to
be returned to the Company’s treasury and cancelled; however, the Company and the sellers agreed to an extension of
30 days and are in further discussions. The remaining escrowed shares are distributable after December 31, 2010, if
the specific criteria for their release are met by that date.

12
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together
with our condensed consolidated financial statements and related notes appearing elsewhere in this quarterly report on
Form 10-Q. This discussion and analysis contains forward-looking statements that involve risks, uncertainties and
assumptions. The actual results may differ materially from those anticipated in these forward-looking statements as a
result of certain factors, including, but not limited to, those set forth under ‘Risk Factors’ in our annual report on Form
10-K, filed with SEC April 16, 2010.

OVERVIEW

United EcoEnergy Corp. (“United” or the “Company”’) was a closed-end management investment company which in
February 2006 elected to be treated as a business development company (BDC) under the Investment Company Act of
1940, (the “1940 Act”). The Company was originally formed in February 1997 as MNS Eagle Equity Group III, Inc.;
however, it conducted no operations until electing to be a BDC through which it provided capital and other assistance
to start-up and micro-cap companies. During this time, United acquired and established its initial interest in the
medical, pharmaceutical and healthcare industry by acquiring intellectual property rights and created Epic Wound
Care, Inc., the Company’s wholly-own subsidiary which will eventually become the Company’s operating platform
company in this industry. The Company also completed two minority equity investments in companies that we
believed will not be strategic to our healthcare strategy.

Effective as of December 31, 2009, the Board of Directors and the holders of a majority of the Company’s outstanding
shares of common stocks authorized the Company’s management to withdraw the above mentioned election to be
regulated as a BDC. This decision was in part prompted by the actuality that the majority of the Company’s resources
were allocated to managing the operating activities of its holdings and, in addition, management found that the
Company may not have been in compliance with certain BDC provisions of the 1940 Act. Among other things, the
Company had issued rights to purchase securities and issued shares for services or property other than for cash; issued
warrants in connection with debt offerings with conversion rights below the then market value and without
shareholder approval; and failed to establish a majority of independent directors. The Company also failed to obtain a
fidelity bond in an amount required under the 1940 Act. Further, the Company has received communications from the
Securities and Exchange Commission in which the Commission alleged that the Company was in noncompliance with
some of the Rules and Regulations governing BDC's. On July 7, 2010, the Company filed an Information Statement
with the SEC providing notice of shareholder action in lieu of a Meeting of Shareholders, taken pursuant to the written
consent of certain shareholders, referred to as the consenting shareholders. Specifically, the consenting shareholders
approved the withdrawal of the Company’s election to be a BDC. This action becomes effective on or about August
16, 2010 and, at that time, the Company will file the applicable Notice concerning the withdrawal with the Securities
and Exchange Commission.

As a result of the decision to withdraw our election to be treated as a BDC to becoming an operating company, the
fundamental nature of our business changes from that of investing in a portfolio of securities, with the goal of
achieving gains on appreciation and dividend income, to that of being actively engaged in the ownership and
management of holding company, with the goal of generating income from the operations of those businesses. The
withdrawal of our election as a BDC under the 1940 Act results in a significant change in the Company’s method of
accounting. The Company formerly utilized the BDC financial statement presentation and that accounting utilized the
value method of accounting used by investment companies, which allows BDCs to recognize income and value their
investments at market value as opposed to historical cost. As an operating company, the Company adopted the
financial statement presentation and accounting for securities held which provides for either fair value or historical
cost methods of accounting, depending on the classification of the investment and the Company’s intent with respect to
the period of time it intends to hold the investment. Change in the Company’s method of accounting could reduce the
market value of its investments in privately held companies by eliminating the Company’s ability to report an increase
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in value of its holdings as the increase occurs. Also, as an operating company, the Company also now consolidates its
financial statements with controlled subsidiaries, thus eliminating the portfolio company reporting benefits available
to BDCs.

Our financial statements have been prepared in conformity with generally accepted accounting principles, which
contemplate the continuation of the Company as a going concern. This basis of accounting contemplates the recovery
of the Company’s assets and the satisfaction of liabilities in the normal course of business. We have not yet attained a
level of operations which allows it to meet its current overhead and may not attain profitable operations within next
few business operating cycles, nor is there any assurance that such an operating level can ever be achieved. We are
dependent upon obtaining additional financing adequate to fund our operations.. The report of our auditors on our
financial statements includes a reference to going concern risks. While the Company has funded its initial operations
with private placements, became a publicly owned entity and secured loans from a related party, there can be no
assurance that adequate financing will continue to be available to the Company and, if available, on terms that are
favorable to the Company. Our ability to continue as a going concern is also dependent on many events outside of
our direct control, including, among other things, improvement in the economic climate. The financial statements do
not include any adjustments to reflect the possible future effects on the recoverability and classification of assets or
the amounts and classification of liabilities that may result from the outcome of this uncertainty.

13
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The preparation of our financial statements requires us to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. We
base our estimates on historical experience and on various other assumptions that are believed to be reasonable under
the circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results could differ materially from these estimates
under different assumptions or conditions.

Business Plan

United EcoEnergy Corp (UEEC) develops, manufactures and markets products and technologies in the healthcare
sector. UEEC's principal operating subsidiary is Epic Wound Care, Inc. which produces homeostatic gauze, a
collagen-like natural substance created from chemically treated cellulose that is designed to address severe bleeding in
wound care applications. The Company is focused on identifying additional emerging healthcare products and
technologies, principally homeostatic, for strategic partnership or acquisition.

We have very limited funds and we may not be able to execute our current business plan and fund business operations
long enough to achieve profitability. Our ultimate success may depend upon our ability to raise additional capital.
There can be no assurance that additional funds will be available when needed from any source or, if available, will be
available on terms that are acceptable to us.

Current Economic Environment

The U.S. economy is currently in a recession, which could be long-term. Consumer confidence continued to
deteriorate and unemployment figures continued to increase during the first half of 2010. However, in recent months,
certain economic indicators have shown modest improvements. The generally deteriorating economic situation,
together with the limited availability of debt and equity capital, including through bank financing, will likely have a
disproportionate impact on the micro-cap companies. As a result, we may not be able to execute our business plan as
a result of inability to raise sufficient capital and/or be able to develop a customer base for our planned products.

Going Concern

The accompanying financial statements have been prepared in conformity with generally accepted accounting
principles, which contemplate the continuation of the Company as a going concern. This basis of accounting
contemplates the recovery of the Company’s assets and the satisfaction of liabilities in the normal course of

business. The Company since its formation has not generated any significant revenues. The Company has not as yet
attained a level of operations which allows it to meet its current overhead and may not attain profitable operations
within its first few business operating cycles, nor is there any assurance that such an operating level can ever be
achieved. The Company is dependent upon obtaining additional financing adequate to fund its operations. While the
Company has funded its initial operations with private placements and secured loans from a related party, there can be
no assurance that adequate financing will continue to be available to the Company and, if available, on terms that are
favorable to the Company. The Company’s ability to continue as a going concern is also dependent on many events
outside of its direct control, including, among other things improvement in the economic climate. The financial
statements do not include any adjustments to reflect the possible future effects on the recoverability and classification
of assets or the amounts and classification of liabilities that may result from the outcome of this uncertainty.

Results of Operations

Three months ended June 30, 2010 versus three months ended June 30, 2009
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Prior to December 31, 2009, the Company made considerable efforts to carry out its business plan as a Business
Development Company. These efforts included both business development and financing activities. Subsequent to
2009, our efforts were directed towards developing the infrastructure to pursue sales for our Epic products and
obtaining appropriate government approvals related to these products. During the three months ended June 30, 2010
the Company incurred general and administrative expenses of $1.2 million versus $180,000 in the prior year

period. The principal expenses incurred were related to expanding the distribution base for Epic as well as
restructuring the Company to end its BDC status. The 2010 period included non-cash charges of $947,000 related to
stock compensation and amortization of the intellectual property rights related to the Epic technology. The non-cash
compensation charges relate fair value accounting for compensation through the use of stock and options. The prior
year period general and administrative costs were related to identifying and negotiating transactions with potential
portfolio acquisitions.

14
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Other expenses in the 2010 period include a charge of $37,000 related to issuance of common stock to settle
obligations due to a related party. In the 2009 period the Company recorded impairment losses on its investments of
$266,000 which was included in other expenses.

Six months ended June 30, 2010 versus six months ended June 30, 2009

Prior to December 31, 2009, the Company made considerable efforts to carry out its business plan as a Business
Development Company. These efforts included both business development and financing activities. Subsequent to
2009 our efforts were directed towards developing the infrastructure to pursue sales for our Epic products and
obtaining appropriate government approvals related to these products. During the six months ended June 30, 2010 the
Company incurred general and administrative expenses of $1.3 million versus $261,000 in the prior year period. The
principal expenses incurred were related to expanding the distribution base for Epic as well as restructuring the
Company to end its BDC status. The 2010 period included non-cash charges of $976,000 related to stock
compensation and amortization of the intellectual property rights related to the Epic technology. The non-cash
compensation charges relate fair value accounting for compensation through the use of stock and options. The prior
year period general and administrative costs were related to identifying and negotiating transactions with potential
portfolio acquisitions.

Epic’s principal distributor during the 2010 quarter continued to develop its customer base for the Epic gauze product
designed for the wound care market and the margins achieved should be reflective of the margins we intend to
achieve, although there can be no assurance

Other expenses in the 2010 period include a charge of $37,000 related to issuance of common stock to settle
obligations due to a related party. In the 2009 period the Company recorded impairment losses on its investments of
$258,000 which was included in other expenses.

Financial Condition, Liquidity and Capital Resources

As of June 30, 2010, the Company had a negative working capital of $487,000 and stockholders’ deficiency of
$626,000. Since inception, we generated net cash proceeds of $1.3 million from equity placements and borrowed
$297,000 principally from related parties. The Company has not as yet attained a level of operations which allows it to
meet its current overhead and may not attain profitable operations within the next few business operating cycles, nor is
there any assurance that such an operating level can ever be achieved. The report of our auditors on our 2009
financial statements includes a reference to going concern risks. While the Company has funded its initial operations
with private placements, and secured loans from related parties, there can be no assurance that adequate financing will
continue to be available to the Company and, if available, on terms that are favorable to the Company. Our ability to
continue as a going concern is also dependent on many events outside of our direct control, including, among other
things, our ability to achieve our business goals and objectives, as well as improvement in the economic climate.

Cash Flows
The Company’s cash on hand at June 30, 2010 and December 31, 2009 was $121,000 and $8,000, respectively.

Operating cash flows: We continue the initial sales process for our gauze product which was begun late in 2009 with
limited sales to our sales distributor. We had no operating sources of cash in the 2009 period.

Net cash used in operating activities for the six months ended June 30, 2010 was $223,000 as compared to $145,000
in the prior year. The increase in the cash used in operating activities was principally the result of the activity to create
new business plan to operate a medical products company rather than be a passive investor.
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Investing cash flows: In the 2009 period as a BDC the Company made its initial investments in affiliates. There were
none in the2010 period.

Financing cash flows: Net cash generated from financing of $336,000 and $357,000 in 2010 and 2009, respectively.
During both periods the Company was able to secure capital from investors through sales of equity of $268,000
(2010) and $307,000 (2009and through debt issuances (principallyto a related party) of $69,000 (2010) and $50,000
(2009).

Off-Balance Sheet Arrangements

As of March 31, 2010, we have no off-balance sheet arrangements.

Related Parties

Information concerning related party transactions is included in the financial statements and related notes, appearing

elsewhere in this quarterly report on Form 10-Q.
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Critical Accounting Policies

The preparation of financial statements and related disclosures in conformity with generally accepted accounting
principles in the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements,
and revenues and expenses during the periods reported. Actual results could materially differ from those estimates.
We have identified the following items as critical accounting policies.

Revenue Recognition

The Company recognizes revenues when persuasive evidence of an arrangement exists, product has been delivered or
services have been rendered, the price is fixed or determinable and collectability is reasonably assured. Revenue is
recognized net of estimated sales returns and allowances.

Revenues are attributable to the sale of medical products through distributor agreements. The principal terms of the
agreements provide that the distributor orders be accompanied by partial payment in advance which at least equals

50% of total manufactured cost, as defined, for orders for distributor inventory and, in addition, an agreed portion of

the distributor’s gross profit on special orders. The balance of the manufactured cost is due from the distributor at the
time of shipment. The Company is also entitled to an agreed percentage of the distributor’s profit on receipt by the
distributor. The Company defers all amounts received in advance of shipment and recognizes as revenue the

aggregate of amounts invoiced in advance and an estimate of the Company’s portion of distributor’s profit at the time of
shipment.

Federal Income Taxes

Because federal income tax regulations differ from accounting principles generally accepted in the United States,
distributions in accordance with tax regulations may differ from net investment income and realized gains recognized
for financial reporting purposes. Differences may be permanent or temporary. Permanent differences are reclassified
among capital accounts in the financial statements to reflect their tax character. Temporary differences arise when
certain items of income, expense, gain or loss are recognized at some time in the future. Differences in classification
may also result from the treatment of short-term gains as ordinary income for tax purposes.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.
Not applicable

Item 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company is in the process of implementing disclosure controls and procedures (as defined in Rules 13a-15(e) and
15d-15(e) of the Securities Exchange Act of 1934 (the ‘‘Exchange Act’’), that are designed to ensure that information
required to be disclosed in the Company’s Exchange Act reports are recorded, processed, summarized, and reported
within the time periods specified in rules and forms of the Securities and Exchange Commission, and that such
information is accumulated and communicated to our Chief Executive Officer to allow timely decisions regarding
required disclosure.

As of June 30, 2010, the Chief Executive Officer and Chief Financial Officer carried out an assessment, of the
effectiveness of the design and operation of our disclosure controls and procedure and concluded that the Company’s
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disclosure controls and procedures were not effective as of June 30, 2010, because of the material weakness described
below.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such

that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial
statements will not be prevented or detected on a timely basis.
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The material weakness identified during management's assessment was the lack of sufficient resources with SEC,
generally accepted accounting principles (GAAP) and tax accounting expertise. This control deficiency did not result
in adjustments to the Company’s interim financial statements. However, this control deficiency could result in a
material misstatement of significant accounts or disclosures that would result in a material misstatement to the
Company’s interim or annual financial statements that would not be prevented or detected. Accordingly, management
has determined that this control deficiency constitutes a material weakness.

The Chief Executive Officer and Chief Financial Officer performed additional accounting and financial analyses and
other post-closing procedures including detailed validation work with regard to balance sheet account balances,
additional analysis on income statement amounts and managerial review of all significant account balances and
disclosures in the Quarterly Report on Form 10-Q, to ensure that the Company’s Quarterly Report and the financial
statements forming part thereof are in accordance with accounting principles generally accepted in the United States
of America. Accordingly, management believes that the financial statements included in this Quarterly Report fairly
present, in all material respects, the Company’s financial condition, results of operations, and cash flows for the
periods presented.

Changes in Internal Control over Financial Reporting
During the three months ended June 30, 2010 there were no changes in our system of internal controls over financial
reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings
We are not currently subject to any material pending legal proceedings.
Item 1A.Risk Factors

In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part I
“Item 1A. Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, which could
materially affect our business, financial condition and/or operating results. The risks described in our Annual Report

on Form 10-K are not the only risks facing our Company. Additional risks and uncertainties not currently known to us
or that we currently deem to be immaterial also may materially and adversely affect our business, financial condition
and/or operating results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

During May 2010, the Company began a private placement of its common stock at $.15 per share. This offering is
exempt from registration pursuant to Rule 506 of Regulation D promulgated under the Securities Act of 1933, as
amended, open to “accredited investors” as that term is defined in Rule 501 of Regulation D. The maximum to be raised
is $1.5 million. As of June 30, 2010 the Company had received fully paid subscriptions for 1,783,334 shares. The

offering is scheduled to end October 31, 2010, unless terminated sooner by the Company.

Item 3. Defaults Upon Senior Securities
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None.

Item 4. (Removed and Reserved)

Item 5. Other Information

None.
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Item 6.  Exhibits
(a) Exhibits

31.1

31.2

32.1
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Certification of Chief Executive Officer

Certification of Chief Financial Officer

Section 1350 Certification of Chief Executive Officer and Chief Financial

Officer
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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 on August 16, 2010.

United EcoEnergy Corporation
By: /s/ Kelly T. Hickel

Kelly T. Hickel
Chief Executive Officer

By:/s/ Jan E. Chason
Jan E. Chason
Chief Financial Officer
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