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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2011

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                          to

Commission file number: 814-00717

UNITED HEALTH PRODUCTS, INC.
(Exact name of Company as specified in its charter)  

Nevada 84-1517723
(State or other jurisdiction of incorporation or

organization)
(I.R.S. Employer Identification No.)

120 Wall Street, Suite 2401      
New York, NY 10005

      (Address of Company’s principal executive
offices)

(Zip Code)

(646) 961-4459
 (Company’s telephone number, including area code)

 (Former name, former address and former fiscal year, if changed since last report)  

Indicate by check mark whether the Company: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Company was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes þ    No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of ‘‘large accelerated filer,’’ ‘‘accelerated filer’’ and ‘‘smaller reporting
company’’ in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o    Accelerated filer o
Non-accelerated filer o               (Do not check if a smaller
reporting company)   

Smaller reporting company  x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes
o   No þ
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APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY

 PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12,
13, or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed
by the court.  Yes o   No o

APPLICABLE ONLY TO CORPORATE ISSUERS

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

Shares, $.001 par value per share - 80,840,394.as of May 13, 2011

1

Edgar Filing: United Health Products, Inc. - Form 10-Q

2



UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY
TABLE OF CONTENTS

PART I

Item 1. Financial Statements 3

Condensed Consolidated Balance Sheets as of March 31, 2011 (unaudited) and
December 31, 2010

3

Condensed Consolidated Statements of Operations for the three months
ended March 31, 2011 and 2010 (unaudited)

4

Condensed Consolidated Statement of Stockholders’ Equity for the three months
ended March 31, 2011 (unaudited)

5

Condensed Consolidated Statements of Cash Flows for the three months ended
March 31, 2011 and 2010 (unaudited)

6

Notes to Condensed Consolidated Financial Statements (unaudited) 7

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

12

Item 3. Quantitative and Qualitative Disclosures About Market Risk 14

Item 4. Controls and Procedures 14

PART II 15

Item 1. Legal Proceedings 15

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 15

Item 3. Defaults Upon Senior Securities 15

Item 4. (Removed and Reserved) 15

Item 5. Other Information 15

Item 6. Exhibits 15

 Signatures 16

Edgar Filing: United Health Products, Inc. - Form 10-Q

3



2

Edgar Filing: United Health Products, Inc. - Form 10-Q

4



UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY
CONDENSED CONSOLIDATED BALANCE SHEETS

March
 31, 
2011

December
31,

2010
(unaudited)

 ASSETS

CURRENT ASSETS

Cash $ 6,901 $ 2,381
Prepaid and other current assets 70,748       38,017
  Total current assets 77,649 40,398

Intangibles – net 329,850 350,000

TOTAL ASSETS $ 407,499 $ 390,398

LIABILITIES AND STOCKHOLDERS' EQUITY/ (DEFICIENCY)

CURRENT LIABILITIES
Accounts payable and accrued expenses $ 377,122 $ 342,597
Due to related party 175,781 175,781
Notes payable – related party 211,939 146,335
Other current liabilities 114,234 110,999
  Total current liabilities 879,076 775,712

Liability for unissued shares – related party 226,800 118,800

STOCKHOLDERS’ (DEFICIENCY)
Common stock, par value $.001 per share; 150,000,000
    shares 79,290,394 and 80,428,215
    issued and outstanding 79,290 80,428
Additional paid-in capital 4,313,766 3,943,270
Accumulated deficit (5,091,433) (4,527,812)
  Total stockholders' (deficiency) (698,377) (504,114)

TOTAL LIABILITIES AND STOCKHOLDER’S (DEFICIENCY) $ 407,499 $ 390,398

See notes to condensed consolidated financial statements
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UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended
March 31,

2011 2010
(unaudited)

Revenues – net $- $35,461

Expenses
Cost of sales - 16,119
Amortization of intangibles 25,000 25,000
General and administration 526,606 99,762
         Total expenses 551,606 140,881
Loss from operations (551,606 ) (105,420 )
Other expenses/(income)
Interest- net - principally related party 12,015 2,588
Finance costs 10,605
Net loss $(563,621 ) $(118,613 )

Loss per share - basic and diluted $(0.01 ) $(0.00 )

Weighted average shares outstanding 80,262,438 66,224,418

See notes to condensed consolidated financial statements
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UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF STOCKHOLDERS' (DEFICIENCY)

Common Stock
Additional
 Paid - in

Total
Stockholders’

Shares Amount Capital Deficit (Deficiency)

Balance - December 31, 2010 80,428,215 $ 80,428 $ 3,943,270 $ (4,527,812) $ (504,114)

Shares cancelled in connection with
settlement (2,000,000) (2,000) 2,000   -
Issuance of common shares in
     connection with:
    Conversion of outstanding
       indebtedness to related party 862,179 862 42,246 43,108
Issuance of stock options 326,250 326,250
Net loss for period - - - (563,621) (563,621)
Balance – March 31, 2011 79,290,394 $ 79,290 $ 4,313,766 $ (5,091,433) $ (698,377)

See notes to condensed consolidated financial statements
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UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended
March 31,

2011 2010
Cash Flows Used in Operating Activities
  Net Loss $ (563,621) $ (118,613)
  Adjustments to reconcile net loss to net cash
   used in operating activities:
   Amortization 25,000 25,000
   Finance costs
   Accrued interest – principally related party 11,449 2,588
  Non-cash compensation 405,500 -
  Finance cost - 10,605
  Changes in operating assets and liabilities:
  Accounts receivable - (19,342) 
 Prepaid and other current assets (3,981) -
  Accounts payables and accrued expenses 34,523 70,976
Net Cash Used in Operating Activities (91,130) (28,786)
Cash Flow Used in Investing Activities
   Increase in intangibles (4,850) -
Net Cash Used in Investing Activities (4,850) -
Cash Flows Provided By Financing Activities
Loans from related party 100,500 20,874
Net Cash Provided by Financing Activities 100,500 20,874
Net Increase/(decrease)  in Cash 4,520 (7,912)
Cash at beginning of period 2,381 8,018
Cash at end of period $ 6,901 $ 106

Supplemental Disclosures
Non-cash investing and financing activities
Common stock issued to redeem indebtedness to related party $ 43,108

See notes to condensed consolidated financial statements
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UNITED HEALTH PRODUCTS, INC. AND SUBSIDIARY COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1.  Organization and Basis of Preparation

United Health Products, Inc. (formerly United EcoEnergy Corp.) (“United” or the “Company”) is a product development
and solutions company focusing its growth initiatives on the expanding wound-care industry and disposable medical
supplies markets. Epic Wound Care, Inc. (“Epic”), the Company’s principal operating subsidiary, produces an innovative
gauze product that absorbs exudate (fluids which have been discharged from blood vessels) by forming a gel-like
substance upon contact.

United was a closed-end management investment company that 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 certain intellectual property rights and creating Epic, which will become the Company’s
operating platform company in this industry. The Company also completed two minority equity investments in
companies that we now believe will not be strategic to our healthcare strategy.

In February 2010, our Board of Directors and the holders of a majority of our outstanding shares of common stock
authorized management to withdraw the 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. 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 became effective on August 17, 2010 when the
Company filed the applicable Notice concerning the withdrawal with the Securities and Exchange Commission.
Further, in recognition of the change in its operations, the Company changed its name to United Health Products, Inc.,
effective as of September 30, 2010.

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 decision to withdraw the Company’s election as a BDC under the 1940 Act necessitated 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 was required to adopt 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. This change
in the Company’s method of accounting could impact the market value of its investments in privately held companies
by eliminating the Company’s ability to report an increase in the value of its holdings as the increase occurs. As an
operating company, the Company, effective December 31, 2009, consolidated its financial statements with its
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 that 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.
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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.

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, 2010 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, 2010 filed with the Securities and Exchange Commission on
Form 10-K on April 15, 2011.

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
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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 a 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
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.

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, which is 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
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