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| NTERI M UNAUDI TED FI NANCI AL STATEMENTS
For the period 19 Decenber 2005 to 30 June 2006

| nvest mrent Manager and Advi ser Report

Reconstruction Capital Il Limted ("RC2" or the "Fund") was incorporated on 17th
Cct ober 2005 and started operations on 19th Decenber 2005 when a total of EUR
23.4 mllion was raised frominvestors. On 23rd Decenber 2005, RC2's shares were

admtted to trading on the London Stock Exchange's AIM market (AIM and on 15th
May 2006 a further net anmount of EUR 40.2 mllion was raised frominvestors. The
period under review was the first for which interimaccounts are being prepared.
The Fund's NAV was relatively stable during the period.

The Fund operates two investnent programes, a Private Equity Programme and a
Trading Programme. It is intended that the volunme of investnents be bal anced
equal |y between the two programmes during the Fund's first year of operations.

Under the Trading Programme, the Investnent Manager has invested approxi mately
EUR 12.2m representing over half the funds raised in Decenber 2005 and j ust
under 20% of all funds raised to date. The majority of investnents under the
Tradi ng Programe were nmade in the second half of June 2006, when the | nvestnent
Manager took advantage of price falls on the | ocal markets, having taken a very
cauti ous approach earlier on. In retrospect, this has proved a wi se approach.

Under the Private Equity Programre, the |Investnent Adviser has anal ysed a | arge
nunmber of investnent opportunities, and made several indicative offers to
prospective vendors during the period. O these, one has been accepted, subject
to contract, two are still being discussed with the prospective vendors, and the
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ot hers have | apsed. The Investnent Adviser is currently analysing a nunber of
ot her potential investnents.

Al though in its early stages, the npbst encouragi ng aspect of the Private Equity
Programre is the nunber of conpanies the Investnment Adviser has identified with
capital requirenents of under EUR 15m which are not actively searching for
financing. This has given the Investnent Adviser the opportunity to focus on

t hese deals, and to assign a lower level of priority to nore conpetitive
auction-type situations. The Investnent Adviser is targeting to close at |east
three private equity deals before the end of the year.

The Romani an and Bul gari an econom es have continued to grow healthily over the
period under review, with strong inprovenents in overall GDP, industrial output
and inflation. In Romania, inflation was 2. 7% over the first six-nonths of 2006,
conpared to 4.1%during the sane period |ast year. In June 2006 the country
experi enced year-on-year GDP growth of 7% and year-on-year growth in industrial
output of 6.7% In Bulgaria, at the end of the first quarter, GDP was 5.6%

hi gher than a year before, while industrial output had undergone 6. 7%
year-on-year growth by May 2006. Inflation was 2.9% over the first senester of
2006 conpared to 1.2%during the sanme period in 2005.

The | nvest nent Manager and | nvestnent Adviser are confident that with the two
mai n econom es in which the Fund invests continuing to show such strong growth
rates and proving to be relatively immune to the shocks affecting other energing
mar kets, and with the date for EU accession rapidly approaching, the investnent
climate remains very favourable for both RC2's Trading and its Private Equity

Pr ogr anmes.

New Europe Capital Ltd New Europe Capital SRL

| ndependent review report to Reconstruction Capital Il Limted
| nt roducti on

We have been instructed by the conpany to review the financial information for
t he period ended 30 June 2006 on pages 5 to 12. W have read the other
information contained in the interimreport and considered whether it contains
any apparent msstatenents or material inconsistencies with the financi al

i nformati on.

Qur report has been prepared in accordance with the terns of our engagenent to
assi st the conpany in neeting the requirenents of the rules of the London Stock
Exchange for conpanies trading securities on the Alternative |Investnent Mrket
and for no other purpose. No person is entitled to rely on this report unless
such a person is a person entitled to rely upon this report by virtue of and for
t he purpose of our terns of engagenent or has been expressly authorised to do so
by our prior witten consent. Save as above, we do not accept responsibility for
this report to any other person or for any other purpose and we hereby expressly
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di sclaimany and all such liability.
Directors' responsibilities

The interimreport, including the financial information contained therein, is
the responsibility of, and has been approved by the directors. The directors are
responsi ble for preparing the interimreport in accordance with the rules of the
London Stock Exchange for conpanies trading securities on the Alternative

| nvest nent Mar ket which require that the half-yearly report be presented and
prepared in a formconsistent wwth that which wll be adopted in the conpany's
annual accounts having regard to the accounting standards applicable to such
annual accounts.

Revi ew wor k perforned

We conducted our review in accordance with guidance contained in Bulletin 1999/4
i ssued by the Auditing Practices Board for use in the United Kingdom by auditors
of fully listed conpanies. A review consists principally of making enquiries of
managenent and applying anal ytical procedures to the financial information and
underlying financial data and based thereon, assessing whether the accounting
policies and presentation have been consistently applied unless otherw se

di scl osed. A review excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially |ess
in scope than an audit perforned in accordance with International Standards on
Auditing (UK and Ireland) and therefore provides a | ower |evel of assurance than
an audit. Accordingly we do not express an audit opinion on the financial

i nformati on.

Revi ew concl usi on

On the basis of our review we are not aware of any material nodifications that
shoul d be made to the financial information as presented for the six nonths
ended 30 June 2006.

BDO STOY HAYWARD LLP
Chartered Accountants
London

August 2006

| NCOVE STATEMENT
For the period to 30 June 2006

2006

Not es EUR

| nvest nent | oss 4 (296, 017)
Oper ati ng expenses 5 (713, 925)
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Loss for the period before and after taxation (1, 009, 942)

Attributable to equity sharehol ders
of the conpany (1, 009, 942)

Loss per share (cents) - basic and dil uted 6 (0.0321)

As this is the first period of accounts for the conpany there are no conparative
figures.

BALANCE SHEET
30 June 2006

2006
Not es EUR
Current assets
- Trade and ot her receivabl es 7 113, 802
- Investnments in transferable securities 8 11,472, 545
- Cash and cash equival ents 52, 425, 848
Total assets 64,012, 195
Liabilities
Current liabilities
- Trade and ot her payabl es 9 (1, 411, 783)
10 62, 600, 412
Capital & reserves attributable to equity hol ders of the
conmpany
- Share capital 650, 393
- Share prem um reserve 62, 959, 961
- Retained deficit (1, 009, 942)
Total equity 62, 600, 412

As this is the first period of accounts for the conpany there are no conparative
figures.

CASHFLOW STATEMENT
For the period to 30 June 2006
2006
EUR
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Operating activities

Net loss fromordinary activities (1, 009, 942)
Adj ust nents for:
Net unrealised |oss on investnents 643, 519

Operating | oss before changes in

wor ki ng capit al (366, 423)
| ncrease in trade and ot her receivabl es (113, 802)
I ncrease in trade and ot her payabl es 1,411, 783
Cash generated from operations 931, 558
| nvesting activities

Pur chase of securities (12, 323, 712)
Proceeds from sal es of securities 207, 648

(12,116, 064)
Fi nanci ng activities
Net proceeds fromissue of ordinary shares 63, 610, 354

| ncrease in cash and cash equival ents 52, 425, 848

STATEMENT OF CHANGES IN EQUI TY
For the period to 30 June 2006

Shar e Shar e Ret ai ned Tot al
Capi t al Prem um Ear ni ngs
EUR EUR EUR EUR

Bal ance at start of period - - - -

Transferred to | oss for

t he period - - (1, 009, 942) (1, 009, 942)
| ssue of share capital 650, 393 62, 959, 961 - 63, 610, 354
Bal ance at 30 June 2006 650, 393 62, 959, 961 (1, 009, 942) 62, 600, 412

The share premumis stated net of share issue costs of EUR 1,119, 605.

Notes to the Interi mUnaudited Fi nanci al Statenents
1. Est abl i shnent

Reconstruction Capital Il Limted was incorporated on 17 Cctober 2005 as a
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cl osed ended Cayman | sl ands conpany created to invest in private and |isted
equity and fixed inconme securities, including convertible and other nezzani ne
instrunments, primarily in Romania and Bul gari a.

The Conpany intends to generate returns for its Sharehol ders through two primry
routes: to achieve nmediumand | ong term capital appreciation through the

i nvestnent in and subsequent disposal of significant or controlling stakes in
conmpani es, both listed and private, established and/or operating primarily in
Romani a and Bulgaria (the Private Equity Programe), and to nake portfolio
investnents in listed equities and fixed incone securities, including
convertible and other nezzanine instrunents, issued primarily by Romani an and
Bul garian entities (the Tradi ng Programme).

The main focus of the Conpany will be investnents in Romania and Bul gari a.
However, the Conpany reserves the right to nake investnents into nei ghbouring
countries, notably Ukraine, Serbia-Mntenegro, Ml dova, Croatia, Al bania and the
For mer Yugosl av Republic of Macedonia. It is currently anticipated that in the
mediumtermthe Conpany will invest approximately 70 per cent of its assets in
Romani a and approximately 30 per cent of its assets in Bulgaria and nei ghbouring
countries.

2. Basis of preparation

The interimresults were approved by the directors on 31 August 2006. The
interimresults have been prepared in accordance with International Financial
Reporting standards (I FRS) and are not audited but have been subjected to a
l[imted review, in accordance with guidance contained in Bulletin 1999/4 issued
by the Auditing Practices Board, by the auditors of Reconstruction Capital I
Limted

3. Significant accounting policies

The significant accounting policies adopted by the Conpany are as foll ows;

(a) Revenue recognition

Unrealised gains and | osses arising fromchanges in the fair value of securities
and realised gains and | osses arising on the sale of securities are recognised

in the incone statenment as they ari se.

Real i sed gai ns and | osses are recognised in the incone statenent using average
wei ght ed cost.

| nterest receivable is recognized in the incone statenent on an accrual s basis
(b) Investnments in transferable securities

I nvestments in transferable securities are initially recognised at cost and
subsequently re-neasured at fair value. Securities |listed on a stock exchange or
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traded on any other regulated market will be valued at the | ast available price
on such exchange or market or, if no such price is available, at the nean of the
bid and asked price on such day. If there is no such price or such market price
is not representative of the fair market val ue of any such security, then the
security will be valued in a nanner determned by the Directors to reflect its
fair value in accordance with the guidelines of the European Venture Capit al
Association fromtinme to tine in force.

|f a security is listed on several stock exchanges or markets, the | ast
avai |l abl e price on the stock exchange or market which constitutes the main
mar ket for such security wll be used.

Where the securities are not |listed on any stock exchange they shall be val ued
in such manner as the Directors in good faith deem appropriate to reflect their
fair market value, in accordance with the guidelines of the European Venture
Capital Association fromtinme to time in force.

(c) Foreign currency

Assets and liabilities arising in foreign currencies have been translated into
Euro at rates of exchange prevailing at the bal ance sheet date. Transactions in
foreign currencies are translated into Euro at the exchange rates prevailing at
the dates of the transactions. Exchange differences arising on transactions
during the year have been recognised in the incone statenent.

4. | nvestnent | oss

2006
EUR
Net realised gain on investnents 14,719
Net realised |loss on foreign exchange (2,410)
Net unrealised |oss on investnents (643, 519)
Net unrealised | oss on foreign exchange (11, 363)
| nterest receivable 346, 556
| nvest nent | oss (296, 017)
5. Operating expenses
2006
EUR
Adm ni strative expenses
- I nvestnment Managenent fees (424, 811)
- Adm ni stration fees (32,922)
- Custody fees (41, 537)
- Directors' fees (51, 781)
(551, 051)
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O her expenses

- Audit fees (20, 712)

- Legal fees (44, 696)

- Listing fees (6, 798)

- O her fees (90, 668)

(162, 874)

Tot al operating expenses (713, 925)

6. Loss per share

The | oss per share is calculated on the loss for the period of EUR 1,009, 942 and
usi ng the wei ghted average nunber of ordinary shares in issue during the period
of 31, 455,354. There are no potentially dilutive shares in issue.

7. Trade and ot her receivabl es

| nterest | ncone Receivabl e 113, 802

8. Investnents in transferable securities
2006
EUR
Cost 12,116, 064
Unrealised | oss on I nvestnents (643, 519)

Mar ket Val ue of | nvestnents 11, 472, 545

9. Trade and ot her payabl es
2006
EUR
- I nvest ment Managenent Fees (157, 515)
- Administration Fees (19, 614)
- Custody Fees (41, 537)
- Directors' Fees (51, 781)
- Audit Fees (20, 712)
- O her Fees (8, 158)
- Payabl e on trades (1,112, 466)

10. Net asset val ue
2006
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EUR
NET ASSET VALUE
As at 30 June 2006 62, 600, 412
NUVBER OF ORDI NARY SHARES | N | SSUE
As at 30 June 2006 65, 039, 425
NET ASSET VALUE PER SHARE
As at 30 June 2006 0. 9625
11. Dividends
There were no dividends declared or paid during the period.

This information i s provided by RNS
The conpany news service fromthe London Stock Exchange
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