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Statistics

NAV per share (€)

Share price (€)

Total NAV (€ m)

Mk Cap (€ m)

# of shares (m)

NAV return since inception
12-month NAV CAGR
NAV annualized Return*
NAV annualized Volatility*
Best month (NAV)

Worst month (NAV)

# of months up (NAV)

RC2 NAV returns

1.0487
0.6950
104.9
69.5
100.0
9.64%
9.65%
1.77%
14.07%
15.60%
-10.52%
36

Jan

2007
4.70%
6.17%
5.90%
5.05%
3.08%
5.19%
6.93%
0.22%
-2.50%
-0.69%
-4.09%

2008
-8.27%
-1.48%
-3.03%
-0.26%
0.93%
-4.75%
2.85%
-5.55%
-8.34%
-10.52%
3.03%

2009
-5.65%
-1.51%
2.39%
-8.40%

2010

1.36%
0.03%
2.07%
15.60%

-0.26% 5.42%

3.08%
1.08%

-1.57%
0.53%

0.23% 0.07%

1.20%
-1.79%
0.46%

-0.62%
0.96%
-1.15%
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2011
90.54
0.24%
2.48%

March 2011

Share price / NAV per share (€)
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— NAV
pershare

Price
per share

# of months down (NAV) 27 2.46%  -0.60% 1.08%  -0.06%

* since inception 36.74% -31.43% -838% 11.07% 2.17%

Portfolio Structure by Asset Class

Equity Portfolio Structure by Sector
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Portfolio Structure by Geography

Building
Loans to -
su%sﬂi/aries Coppermg,lg%ils
B A Bakery Processing, .
Listed Dair . .
Casoh Equities 2.7% 2.7% 8.70% Englneoerlng
0.7% 3.7% 1.8%
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Services .
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0/
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\ Industrials Romania
0.6% 62.0%
Medical
Plastics services
1.1%
Private 0.3% ° Bulgaria
Equity Other 0.2%
95.2% 32.8%

Note: Cash equivalents included under cash

Message from the Investment Manager and Advisers

Dear Shareholders

RC2’'s NAV per share increased by 2.2% over thé fjumrter of 2011,

ending the period at €1.0487. The share price &sa@ by 13.5% over
the quarter, resulting in the discount to NAV skiniyg from 40.3% to

33.7%.

EPH’s 2010 financial results reflect the sale efRiver Shipping and

Agribusiness divisions, which contributed €32.9he bottom line in a

year of weak operating profitability, due to €15.@fhlosses at the

divisions which were sold, and deteriorating pedditity at all the other

divisions, excluding Milling, which had a very stig year. However,

EPH achieved EBITDA of€4.6m over the first quarter of 2011,
suggesting that the Group is on track for a turmadan 2011.

Policolor’s first quarter results are not particlyasignificant, as the
construction industry in Romania and Bulgaria rsudlly stopped over
the harsh winter months. Over the first quarter26fl1, Policolor
achieved a 5.2% increase in operating revenues fédh5m to
€12.2m. However, the Group’s profitability fell due higher raw
materials expenses, reflecting strong inflationEaropean chemical
intermediates as a result of plant closures folhguthe credit crunch.

In spite of a general market decline in 2010, Adicalachieved 16%
growth in its euro-denominated sales by value tiveryear. However,
higher raw milk prices and marketing expenses pesgure on the
operating result, with EBITDA falling from €5.5m RD09 to €4.3m in
2010. This trend has continued in the first quadér2011, with

Note: EPH investment included under Other

Note: EPHinvestmentincluded under Serbia

Albalact achieving 29% growth in its year-on-yearagerly sales in
euros, but lower EBITDA.

Despite a slightly better performance in terms efenues, Top

Factoring’s first quarter EBITDA was affected barstup expenses as
it geared up its campaign to cash receivables fitoree large debt
portfolios which were acquired at the end of 20I0p Factoring

remains on track to meet its ambitious budget tarfpe 2011.

Mamaia Resort Hotels hardly generated any revernuoethe first
quarter, as it was closed in order to reduce ahstisg the peak of the
low season. The hotel re-opened in April.

At the end of March 2011, the Fund had cash antt eamivalent
balances of approximately €1.2m, compared to €0e9rthe end of
December.

Yours truly,

New Europe Capital

$ neweuropecapital
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EAST PCINT

Holdings Ltd

East Point Holdings Ltd

Background

East Point Holdings Ltd (“EPH” or the “Group”) is @yprus-based holding company with significant besminterests across South East
Europe in which RC2 acquired a 21.3% shareholdin20®8. In April 2010, RC2 increased its shareholdm@2% in exchange for waiving
certain claims against EPH’s other shareholdergzdoo consideration. At the same time, Darby, ttieage equity arm of Franklin Templeton
Investments, exchanged a mezzanine loan for 24P H’s equity. EPH operates along the followingmzusiness lines: Copper Processing,
Cable Production, Bakeries, Milling and Real EstateMbrch 2010, RC2 acquired an 11.1% shareholdinglas ROO ("Klas”), the holding
company for EPH’s Bakeries business, for €2.7m.umeJ2010, RC2 acquired 3.9% of the share capitalgoef Roint Ltd (“Agri Point”) for
€1.6m and a further 5.5% in December 2010 for 2.BmiNovember 2010, RC2 acquired a 49.9% sharehollingast Point Metals Ltd
(“EPM") for a total consideration of €2.2m. Both thAgri Point and EPM purchases, which were govefimggut and call arrangements with
EPH, were used to provide bridge financing to tmeu@. In January, RC2 sold all its shares in AgrinPback to EPH for €3.8m, in order to

enable the sale of 100% of that business to CH@da buyer.
Recent Developments

Following the completion of the sales of the AgndaRiver

Shipping businesses in January, the newly appoi€te® of the

holding company has focussed on reducing headquarezheads
(holding company staff has already been reduceh ff6 to 25),

and a financial restructuring of the company aina¢dreducing

holding company loans from €29.8m to €8.8m, by yemasome

bank loans (€11m) and moving others (€10m) to therating

companies. The holding company’s new management alss
worked with RC2 and Darby to bring new managemerd the

operating companies and work on their turnarounew NCFO’s

were recruited into the Copper Processing and Milbasinesses,
and an international search is underway to fillpbsitions of CEO
at the Copper Processing business, and the CFOtrblevaabel,

EPH’s cable business.

Financial Results

(EURM) 2009A  2010*  2011B
I ncome Statement (according to | FRS)
Net Sales 411.2 4472 364.9 93.9 99.7
Cost of Sales (339.4) (385.1) (325.6) (80.2)  (85.5)
Gross Profit 71.8 62.1 39.3 13.6 14.1
EBITDA 10.9 37 10.7 0.7 46
EBITDA margin (%) 2.7% 0.8% 2.9% 0.7% 4.7%
Depreciation (15.6) (11.6) n/a 4.2) (1.5)
Release of negative goodwill 6.8 - n/a - -
Other income/expense, net (1.3) 32.2 n/a 0.1) 0.2
Creditors/Debt write-off 18.4 - n/a - -
Impairment charge of assets (48.8) (1.6) n/a
FV adjustment on investment property 0.8 (0.5) n/a -
Exceptional items 2.8 (4.5) n/a (2.8) -
EBIT (26.0) 17.6 5.9 (6.5) 33
EBIT margin (%) -6.3% 3.9% 1.6% -6.9% 3.3%
Net interest (expenses) (12.9) (12.2) (7.5) (3.3) (1.9)
FX gain (loss) (5.3) (6.8) n/a (4.5) 1.1
Share of profit (loss) of associates (0.7) (0.3) n/a 0.2) -
Income/(loss) befor e taxes (44.9) (1.8) .7) (14.6) 25
Income tax (expense)/benefit 1.9 (1.0) 0.2) 0.3) (0.1)
Net income/(l0ss) (42.9) (2.8) (1.8 (14.8) 24
Minority interest 0.1 1.3 n/a (1.1) (0.1)
Net income after minority interest (42.9) (4.0) (1.8) (13.7) 25

Note: 2009 audited accounts; * unaudited manageraeobunts

EPH has released its 2009 audited accounts, whathde a €47m
impairment charge related to EPH’'s (subsequentlg)saver
shipping business. This, and other adjustmentgjltesk in the
EBIT falling from €6.0m in the previously disclosethnagement
accounts to €-26.0m.

EPH’s operating results deteriorated in 2010, ryaiohliven by
€15.0m of net losses at the two divisions whichensold at the
end of the year (Agribusiness and River Shipping)diso due to

deteriorating profitability at the other divisionsxcluding Milling

which had a good year. In particular, the Agribesi suffered
from a number of defaults from suppliers, most dfich were
booked at the end of the year, as wheat pricesetedkin the
summer of 2010. However, the profitability of theoGp was saved
by the Agri and River Shipping divisions’ disposalshich

generated a net profit of €32.9m, helping the EBiie Ireach
€17.6m. For 2011, the Group’s management is butnge&venues
of €365m and an EBITDA of €10.7m. Over the first deg EPH

generated EBITDA of €4.6m on sales of €99.7m (wedlaal of the
budget), suggesting that the Group is on track ¢biewe a
turnaround in 2011.

Copper Processing

Over 2010, EPH’s copper division generated sale€2¥9m, a
46.1% year-on-year increase over the €163m gemkiat@009.
Most of this was due to a rise in copper prices ¢he second half
of 2010, the division having achieved a modest 1y&#r-on-year
increase in volumes. However, the accounting lassemted by a
sharp fall in copper prices in the first half of10was not fully
compensated by the rise in copper prices duringsdwand half,
bringing the EBITDA down to €6.3m, compared to €7.i8n2009.
Accordingly, the EBITDA margin fell from 4.9% to 24
Although EPH'’s copper division generated a 14.1%rym-year
increase in revenues over the first quarter of 2@ii$ was again
mainly due to higher copper prices. In fact, theo@r has
continued to struggle with financing a continuoup@y of raw
materials, with the high price of copper stretchimgrking capital
lines, resulting in a 12% year-on-year fall in protion volumes
over the quarter, which in turn generated a fajriofitability, with
EBITDA falling from €2.9m in 1Q2010 to €2.0m. Thevidion’s
management aims to achieve a 21% increase in resdnlE289m
over 2011, and EBITDA of €8.5m. A new CFO with loragsting
experience in the metals industry was appointedlanch and has
already started several cost cutting initiatives. RGRvestment
adviser and Darby have also identified several rirational
candidates for the role of CEO, and aim to compltte
appointment by the summer.

Cable Production

EPH'’s cable producer Novkabel generated sales4P€2in 2010,
compared to €19.5m in 2009, mostly due to increasées on the
Russian market, as well as the copper price increase the
second half of 2010. Operational difficulties anthek of working

$ neweuropecapital
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capital caused negative EBITDA of €2.4Hpowever, thi includes
a €1m oneeff redundancy programme expe, and a €1m
inventory write-off to clean up the company’s books after

privatization. Excluding thesexpenses, 2010 EBITDA would ha
reached €-0.4ma considerable improvement over t€-0.9m

generated in 200®ver the first quarter of 201 sales by volume
increased by 67.7%, reaching 1,600 tarsd sales by valueided

by higher copper prices, doubled from €3.6mT®écompared to
1Q2010. Benefiting from the freteade agreement between Sel
and Russia, sales on the Russian mamket growing at a

impressive ratewith 1Q2011 sales already exceeding the e

sales achieved in 2010rhe company’'s overalffirst quarter
EBITDA came in at €-0.2m, compared toO£/m generated i

1Q10. Managementlans to bring the Company to breakever

2011, primarily by increasing sales, which artglgeted a€33.1m

for this year.New medium-voltage etgrical cables productic

lines, and equipment for oil rig power cabledich areincluded in

the company’s 2011 investment plan, shoalbw Novkabel tc

penetrate new markets in Russiharacterized by low competitic

and high margins. The new production lines@emnedto be fully

operational by August 2011. The Fundisséstmentadviser and
Darby are currently recruiting a new CFO for Novka to

strengthen the management team.

Bakeries

EPH’s bakery division achieved revenues €43.7m in 2010
11.6% lower than th€26.9m generated in 2009. Tfall is mainly
due to a decrease in wholesale volumé$.2%) caused by tw
consecutive bread price increases in 2H2@ff&ctedto counter-
act the surge in wheat prices experienogdr the summer. The

Policolor Group
Background

www.reconstructioncapital2.com
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two price increases did not fully compen: for the 90% flour
price increase over the second half of 0, causing the gross
margin to shrinkirom 46.5% to 39.9%, and EBITDto fall from
€2.8m in 2009 to €-440,000 2010.However, excluding €1.5m of
extraordinary expensgsnainly redundancy fee, 2010 EBITDA
would have been positivat €1.1m. In early February 2011,
management effectethird price increasof 12%, and the Bakery
division started to show signs of recovery in Marachieving a
7.1% EBITDA margincompared t-5.0% in January and -2.5% in
February 2011. lnagement expes flour prices to decrease below
their 2010 levels after a peak in the second quaf 2011. This
should ease pressure on the gross m¢ which, coupled with
planned operational improvementis expected to bring the
EBITDA level to around €1 over 2011. Management is also
preparing an additionalheadcount reduction of around
employees.

Milling

Mainly due to a sharp ris@ flour prices over the second half
2010, EPH’'s Mlling division achieved a 27.4% increase in
revenues, fron€11.3m in 2009 to €14.4m in 2010. Over the
quarter of 2010, the Ming business achievedremarkable 21.7%
EBITDA margin, compared to 12.1% and 14.5% achiededng
1H2010 and 3Q2010, respectively. Consequently, EBI
reached €2.4m in 201@ompared tc€1l.6m in 2009. For 2011,
management is forecastimgvenues 0€21m, and an EBITDA of
€2.2m. Qer the first quarter, the Milling dision’s revenues
almost tripled, reaching €59 compared tc€2.1m in 1Q2010,
whilst EBITDA reached€1.6m, a substantial increase over
€0.3m generated in 1Q2010.

UPolicolor  aseacum

RC2 has a 40% shareholding in Policolor, the parentpany of the Policolor Group (“Policolor” or th&foup”), the largesproducer of
coatings (architectural, automotive and industri@lRomaniaand Bulgaria, as well as a producer of insulatiotenws, resins and specia
chemicals. The Group comprises Policolor SA, aiisted Romanian company, and Orgachim AD, its 7:-owned Bulgarian subsidiary which

is quoted on the Bulgarian Stock Exchange.
Financial results

EUR '000 2009A*  2010A* 20118 |
Income statement (according to | FRS)
Salesrevenues 71,792 67,027 79,170 11,495 12,217
Other operating revenues 2,030 3,570 1,499 211 92
Total operating revenues 73,822 70,597 80,669 11,706 12,309
Total Operating Expenses (70,609) (68,652) (74,914 (12,026)  (13,063)
Operating profit 3,213 1,945 5,755 (320) (754)
Operating margin 4.4% 2.8% 7.1 -2.7% -6.1%
EBITDA 9,078 5,411 9,091 439 21
EBITDA margin 12.3% 7.7% 11.3 3.7% 0.2%
Financial Profit/(Loss) (1,023) (816) (1,358 (102) (99)
Other extraordinary items (2,420) (100 (95)
Profit before tax 2,190 (1,290) 4,300 (517) (853)
Income tax 282 (1,045) (570 4) @)
Profit after tax 2472 (2,335) 3,730 (521) (854)
Minority interest (163) 348 (528 82 115
Profit for the year 2,309 (1,987) 3,202 (439) (739)
Avg exchange rate (RON/EUR) 4.237 4.210 4.200 4.116 4.225

Note: * IFRS (audited), ** IFRS (unaudited)

The Group has low sales in the first three monfhiti® year, witt
much of the construction industbfocked during théharsh winter
months in Romania and Bulgaria. Consequently, ttet fjuarte
results are not particularly indicative bbw the ear will evolve.
Nevertheless, Policolor’'s quarterly operating rexesgrew from
€11.5m to €12.2m, a 5.2% increase compared tcame period of
2010. However, due to strong Europie inflation in chemica

intermediate products, the cost of raw materiatseiased by 219
compared to the same period last year, resulti€BIITDA falling
from €439,000 to €21,000 despite staff ccbeing 6% lower and
an overall 11% fall in all other fixed cos

Operations

Over the first quarter, the Group made importardnges in it
accounting and IT systems, by unifying productpesj accountin
policies and procedures across the Group, aroducing “Oracle”
ERP in all Group subsidiaries.

During the first three months, the Architecturalsimess unit'
(“SBU”) sales were €318, in line with the net sales €3.9m
achieved ovethe same period last year. However, EBITDA
from €176,000 to €-216,000mainly as a result of strong re
material price inflation. The SBU has been prepariig
promotional and marketing campaigns for the highset which
starts in April, and is looking lower cost products to achieve
higher sales volumes.aWw recipes have been devised to ensur
shift to cheaper products does not compromise msrgh new
marketing manager has been recruited as well aswahead o

$ neweuropecapital
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retail. The plan for the retail division is to op&mur new “colour
centre” outlets over the year.

The Automotive SBU achieved sales of €1.1m, -9% e to
last year's first quarter sales of €1.2m. The qrgrtEBITDA was
only €40,000, compared to €338,000 the year before.

During the first quarter, the Industrial paints SBt¢reased its
sales by 36% from €0.9m to €1.3m, whilst the EBITDAreased
from €52,000 to €72,000.

The Thermo-Insulation SBU, whose general managerre@aced
in January 2011, achieved a 12% increase in sedes €0.7m to
€0.8m, whilst the quarterly EBITDA loss shrank fré#315,000 in
2010 to €-279,000. In order to reach its annuajetaof 10%
growth in sales and an EBITDA margin of 6% compa@dast
year, the SBU has implemented a restructuring plaluding the
laying off of 20 people, and aims to gain markedrshin thermo-

Albalact

Background

www.reconstructioncapital2.com
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insulation and in flooring, and to preserve itsipos of market
leader in wet plasters in both Romania and Bulgaria.

The Resins SBU achieved quarterly sales of €1.9mr twee
times more than last year’s sales of €0.6m. Howeher EBITDA
remained unchanged at €140,000.

In March, the Specialty Chemicals SBU’s facility (whiproduces
anhydrides) was stopped for three weeks due tolgrebin the
supply of raw materials. Accordingly, the SBU acleié\quarterly
sales of €3.1m (17% lower than last year) and tegddoreakeven
EBITDA, compared to EBITDA of €392,000 in the firatayter of
2010.

Policolor owns a 14 hectare site in the easterrippery of
Bucharest, valued by Colliers at €21.9m in Februadgl12 As
practically all the unused buildings on the siteraveemolished
over 2010, and less than 5 ha are used for thep&ayperations,
the surplus land is now being marketed to potebtigkrs.

ALBALACT

Albalact SA (“Albalact” or the “Company”) is a Romanmi dairy producer quoted on the RASDAQ section efBacharest Stock Exchange in
which RC2 owns a 25.4% stake under its Private Eqibgramme. A local entrepreneur and his family @8m%, with the remaining 26.2%
representing the free float. With Albalact’'s markepitalization decreasing by 4.7% over the quaR&2's shareholding in Albalact had a
market value of €9.2m as at 31 March, compare®16r€ at the end of the previous quarter.

Financial results

(EUR '000) 2009A* 2010A* 20115
Standalone | ncome Statement
Sales Revenues 53,330 62,058 80,600 15,658 20,180
Other operating revenues 1,557 733 1,509 322 5,051
Total Operating Revenues 54,887 62,790 82,109 15,980 25,232
Total Operating Expenses (52,422) (61,731) (78,715) 083 (25,026)
Oper ating Profit 2,465 1,060 3,395 927 205
Operating margin 4.5% 1.7% 4.1% 5.8% 0.8%
EBITDA 5,489 4,257 6,481 1,722 979
EBITDA margin 10.0% 6.8% 7.9% 10.8% 3.9%
Financial Profit/(Loss) (1,803) (780) (540) 398 526
Profit before Tax 662 280 2,855 1,325 732
Income Tax (48) (142) (588) (204) (99)
Profit after Tax 614 138 2,267 1,121 633
Net margin 1.1% 0.2% 2.8% 7.0% 2.5%
Avg exchange rate (RON/EUR) 4.237 4.210 4.220 4.116 54.22

Note: * RAS (audited), ** RAS (unaudited)

Albalact has released its standalone results fery#bar ended 31
December 2011 and the first quarter of 2011.

In 2010, Albalact achieved 16% growth in euro-demated sales
by value, in spite of a general market decline aogvnward

pressure on retail prices due to depressed FMCGuogstion.

Albalact achieved volume sales growth for all preidecategories:
fresh milk sales were up by 13%, butter by 6%, shdzy 29% and
yoghurt, cream and powder milk by 36%.

Although excellent in terms of sales, Albalact'srfpemance
deteriorated in terms of profitability, with EBITDAalling 22%
from €5.5m in 2009 to €4.3m, mainly due to highex milk prices
and marketing expenses. The average price paiditpenf raw
milk rose by 21% in 2010, an increase which the Camgpwvas not
able to pass on to its customers due to depresmesLimption.
Most of the marketing budget was allocated to #launch of the
premium “Zuzu” brand and promotion of the “Raraufabd. The
operating profitability was also impacted by thergased sales
force and sales fleet which the company startdslitiol up in mid-

2010 in order to attack the small retail shops sagnof the
market.

The unrealized foreign exchange loss generatedhdyeavaluation
of the Company’s euro-denominated loans amounte&869,000.
Overall, the net profit came in at €0.1m, down fré@n6m in 2009.

The Company has continued to grow in the first qraof 2011,
with sales up 29% year-on-year in euro terms. Othmgrating
revenues generated during the quarter mainly camphe sale of
Albalact’s dairy farm to a Dutch company for €4.7rHigher raw
material prices (+30% year-on-year) and an incréasee level of
personnel and marketing expenses led to a falhin EBITDA,

from €1.7m over the first quarter of 2010 to €1lnewvJanuary-
March 2011.

Operations

The cost of raw milk started to increase in May @04&nd rose
sharply in the last quarter of 2010. In 2010, Adtcalprocessed
71.1m litres of milk, 12.5% more than in 2009; 4%fothe raw

milk intake was imported and the remaining 57% wagplied by

Romanian farms. In 1Q 2011, the Company launchedpmneducts

and packaging for yoghurts in an effort to beconmavisible on

the yoghurt category where Danone is the undispletedier with a
market share in excess of 60%.

In March 2011, the Company completed the sale odiaisy farm
for €4.7m to a Dutch company which intends to deuhk farm’s
milk production over the next six months, and hatered into an
exclusive supply agreement with Albalact. In additi the
Company has signed a pre-agreement for the sate bfeha non-
core real estate in Alba lulia for a total price€df6m.

$ neweuropecapital
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Market

In 2010, the marketplace was dominated by the figditveen the
main players to capture as much as possible consudiminished
spending budgets, with the latter becoming increggi price-
sensitive, putting pressure on margins.

According to a press statement by Muller Romania2040 the
Romanian dairy market declined by 8.1% in value $ertro
€0.8bn), and by 5.3% in volume terms. Taking intcaant
Albalact’s total sales in 2009 and 2010, as wellh&stotal size of
the market, Albalact's total market share is estanato have
increased from 6% in 2009 to 7.5% in 2010.

Top Factoring
Background

www.reconstructioncapital2.com

March 2011

Prospects

The main players expect the diary market to eigtagnate or to
increase slightly in 2011, while consumers are etqzbto continue
to focus on price as their main acquisition créeri

The Company’s 2011 budget targets a 30% increasal@s from
€63.m to €80.6m, and a 52% increase in EBITDA, tewyin the
bottom line growing from €0.15m to €2.3m. The méirkg spend
is focused on the yoghurt category, where new prsdboave just
been launched under the Company'’s flagship “Zuzahd.

]
iopfactoring

Top Factoring (“Top Factoring” or the “Group”) isRomanian receivables collection company in which R@Rs a 93% shareholding. The
remaining 7% is owned by the Company’s CEO. The gebthase part of the business is now being undmtaly an SPV owned by RC2
(Glasro Holdings Ltd) which sub-contracts the deditection process to Top Factoring. Top Factoamgl Glasro Holdings Ltd are together

referred to as the “Group”.

Group Financial results

(EUR '000) 2009A 2010A 2011H 1Q10 1Q
Combined Group Income Statement
Total Operating Revenues 1,587 2,702 4,724 929 954
Debt portfolios 1,064 1,681 3,863 648 723
Agency contracts 523 1,021 861 281 232
B2C 370 928 861 214 232
B2B 153 93 0 67
Total Operating Expenses (1,490) (2,320) (3,047) (552) (833)
Amortization of debt portfolios (388) (510) (1,022) (124) (276)
Other operating expenses (1,102) (1,810) (2,025) (428) (557)
Oper ating Profit 97 381 1,677 377 122
EBITDA 132 435 1,748 388 135
EBITDA margin 8.3% 16.1% 37.0% 41.7% 14.1%
Financial Profit/(Loss) (5) 13 (25) 0 0
Profit before Tax 92 394 1,652 377 122
Income Tax 0) 2) (€3] - -
Profit after Tax 91 392 1,652 377 122
Net margin 5.8% 14.5% 35.0% 40.6% 12.8%
Avg exchange rate (RON/EUR) 4.237 4.210 4.220 4.116 4.225

Note: IFRS (unaudited, combined accounts)

The Group’s performance in the first quarter of ROtvas
negatively affected by the additional set-up cestd amortization
related to the three portfolios acquired in Decan@10, which
were incurred prior to the bulk of revenues froresi portfolios
being generated. In reality, the first quarter vaheve budget in
terms of both sales and profitability, and managenexpects the
Group to perform well over the next three quarters.

Operations

The debt purchase division accounted for 76% ofGhaup’s total
first quarter revenues, of which the three porfliacquired in
December 2010 accounted for 62% of total revengesegrating
€0.6m. B2C Agency contracts generated €0.2m of re@gmuthe
first quarter of 2011, almost unchanged on theiptesvyear.

At the end of March, the Group acquired anothert gettkage
from Vodafone, comprising 46,000 cases with a tetaminal
value of €12.4m. As at end-March, the Group ownigihtedebt
packages (seven telecoms and one banking) comsistid20,000
cases with a total nominal value of €106m.

The Group is upgrading and developing its collecaad reporting
instruments to cope with the increased number ségaand has

recently started an intensive one-year programpgfading its IT
systems.

Currently, Top Factoring employs 137 people, of Wh20 are

collectors in the call centre. The top managemeamt was
strengthened in February 2011 by the addition Baeking COO

with strong experience in debt collection, havirgdhmanagement
positions in the debt collection and banking indast She will

focus on developing the banking debt purchasedmevell as on
gaining banking clients for the agency business.

The Group has recently signed a financing faciliith a Romanian
bank for the acquisition of debt portfolios.

Market

Local market participants estimate the size of fRemanian
receivables collection market at €25m. According toarket study
performed by the Romanian Receivables Managementiatsm

(“AMCC"), and Top Factoring management estimates, Gneup

was Romania’s third collection company in termsushover at the
end of 2010, with EOS KSI (the Romanian subsidiafytte

German EOS Group) being the market leader, followedKruk

(the Romanian subsidiary of recently-listed Krukdal).

Prospects

With the recent debt portfolio purchases made icdb@er 2010
and March 2011, management believes that the Grasphe right
ammunition to meet its ambitious budget for theryEarthermore,
the debt purchase market should remain attractiierims of the
number and variety of opportunities, as well asemms of the
pricing of portfolios. Top Factoring aims to remain active player
on this market and is currently studying furthebtd@urchase
opportunities, using the bank financing it has nélgereceived.

With competition intensifying on the receivablesdlection market,
the Group intends to continue to focus on loweritsgoperating
costs and improving its IT systems.
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GOLDEN TULIP

Mamaia Resort Hotels SRL (the “Company”) is the owerad operator of the Golden Tulip Mamaia Hotel (tHetel”), which is located at
Romania’s premium Mamaia seaside resort next to @otestln March 2008, RC2 acquired 63% of the Compuaiith, the remaining 37%

being owned by a Romanian entrepreneur.

Financial results

(EUR '000) 2009A* 2010A* 20115
Income Statement
Sales Revenues 1,489 1,591 2,033 41 30
Other operating revenues 78 232 5 0 0
Total Operating Revenues 1,567 1,823 2,038 41 30
Total Operating Expenses (2,103) (2,111) (1,896) (268) (203)
Operating Profit (536) (288) 142 (226) @a73)
Operating margin neg. neg. 7.0% neg. neg.
EBITDA (306) (61) 358 (178) (81)
EBITDA margin neg. neg. 17.6% neg. neg.
Financial Profit/(Loss) (62) (135) (83) (20) ()]
Profit before Tax (598) (423) 59 (246) (181)
Income Tax 2) (5) 0 - 0
Profit after Tax (600) (428) 59 (246) (181)
Net margin neg. neg. 0 neg. neg.
Avg exchange rate (RON/EUR) 4.237 4.210 4.220 4116 4.225

Note: * IFRS (audited), ** RAS (unaudited)

The Company'’s board took the decision to close tbelHbver the
first quarter, in order to reduce losses during fkek of the low
season. This resulted in the first quarter EBITDAsldalling by

55% compared to last year. The biggest year-on-s@angs were
in personnel expenses (-53%) and utilities (-43%)the number of
employees was gradually reduced from almost 150r dke

Summer season to 15 in 1Q 2011, while utilitiesscomption has
also been reduced to a minimum.

Operations

The Hotel was reopened on"™April in preparation for the*iMay
weekend, when the summer season officially opens then
Romanian seaside. The occupancy rate reached 90% tluaie

Capital Market Developments

BET-EUR, SOFIX and BELEX-15: 1 year performance
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weekend, and the occupancy rate over the extenal@8r season
(May — September) is expected to be 55%, the sawe bs in
2010.

The management team has been changed with botBEReand
the Sales Manager having been replaced betweearjaawud April

2011. The new CEO has extensive operational and eafeerience
with both leisure and business hotels, in Buchamestl at

Romanian tourist resorts.

Prospects

Although the leisure market is not expected to wmprin 2011 in
the context of deteriorating consumer demand, nemagt

expects a slightly better 2011 summer season imsteof the

average net tariff. The improvement is the restih cevised sales
mix, with a higher number of rooms being sold tdkaia clients

who pay higher rates as compared to travel agencies

The conference centre, which is budgeted to gemeg@t7m of
revenues (including related accommodation and F&Rmees) in
2011, has already received bookings totalling €12% over May-
September.

Commentary

Over the first quarter of 2011, the Romanian BET and
Bulgarian SOFIX indices increased by 17.1% and 22.9%

respectively, whilst the Serbian BELEX-15 index @ain
18.1%, all in euro terms.

Over the last twelve months, the Romanian market (BET

EUR) was down 1.3%. On the other hand, the SOFIX and

BELEX-15 indices rose by 5.7% and 5.6%, respectivBly
comparison, over the same period, the MSCI Emernfiacket
index was up 10.5%, the MSCI Emerging Market Easter
Europe index was up 16.9%, whilst the FTSE100 a&® S
indices increased by 4.9% and 8.1%, respectively.

Mar-10 Jun-10 Sep-10 Dec-10

Macroeconomic Overview

Overview
RO as of: BG as of: SRB as of:
GDP Growth (y-0-y) -1.2% FY10 0.3% FY10 1.8% FY10
Inflation (y-0-y) 8.0% 3M11 5.6% 3M11 14.1% 2M11
Ind. prod. growth (y-o-y) 12.6% Feb-11 15.2% Feb-11 5.8%Feb-11
Trade balance (EUR bn) -0.6 2M11 01 2M11 -0.8 2M11
y-0-y -48.2% n.a. -6.8%
FDI (EUR bn) 0.3 2M11 0.1 2M11 0.1 2M11
y-0-y change 110.0% -75.0% -42.7%
Total external debt/GDP 71.7% Feb-11 94.4% Feb-11 75.9%eb-1H
Reserves to short-term debt 169.4% Feb-11 110.4% Eeb-1  847.5% Feb-11
Loans-to-deposits 119.0%  Mar-11 105.7% Feb-11 129.3% -1Aeb
Public sector debt-to-GDP 35.0% Jan-11 11.5% Feb-11 %2.8 Feb-11

Commentary
Romania

After encouraging 0.1% quarter-on-quarter growth tire last
quarter of 2010, Romania’s GDP is expected to epteitive
territory in 2011 with the IMF forecasting growthla5%. Over the
first two months of 2011, exports increased by 4a%r-on-year,
with imports increasing by only 25%. Consequertthe January-
February 2011 trade deficit recorded a good (-48.@8ar-on-year
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fall. The positive evolution of the trade balaneeai sign of the
country’s changing economic pattern: from a congionpdriven
economy to a more productivity-driven and exporeotated
economy. Helped by an improving trade balance a6@% year-
on-year increase in current transfers (from €0.30n€0.5bn),
Romania’s January-February 2011 current accountcitiefras
down 94.1% year-on-year at €44m, or 0.03% of GDWRthErmore,
FDI flows were €0.3bn (up 110% year-on-year), amyeced
almost 7 times the current account deficit. Indaktproduction
registered a 12.6% year-on-year increase in Fejruar

Romania’s CPI was up 8.0% year-on-year in March 20atifrom

the end of 2010. The high inflation rate is stifiked to the 5
percentage point VAT increase of last July (fronal® 24%) but
the ongoing pressure also comes from a global emvient of
surging energy and food prices.

The 2011 budget was approved by Parliament in Deteember
2010 and provides for a budget deficit of 4.4% d&RG whilst
assuming economic growth of 1.5%. Over the firsartgr, the
budget deficit came in at 1% of GDP. Romania’sltexéernal debt
position was €91.8bn at the end of February, or t2%stimated
GDP. Public debt stood at €44.4bn at the end afalgnor 35% of
GDP, a slight 2% year-on-year decrease. Of the pathlic debt,
42% is RON-denominated and 41% is euro-denominaiid,the
balance of 17% being in other foreign currencielse National
Bank of Romania’s foreign reserves (excluding goldjerv€32.1bn
at the end of February, or 1.7 times the short-terternal debt
(€18.9bn).

The Romanian leu gained 4% against the euro initstegluarter, a
sign of improved confidence in the Romanian economhpse
macroeconomic indicators have improved this yeatalTdomestic
non-governmental credit (which excludes loans toarfcial
institutions) amounted to €49.6bn at the end of dlaup 1.4%
YTD. The Romanian banking system’s total loans-tpedis ratio
was 119% at the end of the first quarter.

Bulgaria

The IMF has revised its forecast for Bulgaria’'s GBRwth in
2011 from 2% to 3% on the grounds of the positiv@mantum of
the economic recovery. Also, Bulgaria's industriedguction was
up 15.2% year-on-year in February, significantlyo\ad the 7%
average increase in the EU. The positive evolutias been mainly
triggered by exports.

Over January-February 2011, Bulgaria achieved @&ipourrent

account balance of €0.3bn, or 0.8% of GDP, a marked

improvement from a deficit of 0.8% over the samaqaeof 2010.
The improvement in the current account was maindgered by a
positive development of the trade balance, whictvedofrom a
deficit of €0.3bn over January-February 2010, sugplus of €70m
over the first two months of this year.

Bulgaria's CPI reached 5.6% in March 2011, up fro6?4 at the
end of 2010, due to increasing fuel and food prices

Bulgaria’'s 1Q11 budget deficit came in at just 1%GDP, -56%
year-on-year due to higher tax revenues and a aseren

maintenance, subsidies for non-financial entitied wages costs.

For 2011, the Bulgarian authorities are projectirdgfcit of 2.5%
of GDP.
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Bulgaria’'s external debt stood at €36.1bn at theddrieebruary, or
94.4% of GDP, of which only 11.5% was attributatiehe public
sector. Both public and private debt have fallercsithe end of
2010, by 2.6% and 1.4%, respectively. The countrgserves-to-
short-term-debt ratio was 110.4% at the end of raatyr

The Bulgarian banking system had a total loans-fipslié ratio of
106% at the end of February 2011. While loans to-fireancial

institutions were flat at €26bn when compared te ¢md of last
year, the deposit base increased by 2.2% from €R#824.5bn, a
sign of decreased domestic consumption. Overdueslaacounted
for 19% of total loans at the end of February 2Qidfrom 12% at
the end of 2010.

Serbia

According to the National Bank of Serbia (NBS), r&dDP grew

by 1.8% over 2010, with net exports and investmdmging the

main sources of growth. The NBS expects 3% GDP drawt
2011, followed by a stronger performance thereaftewever, in

order to reduce current expenditures, Serbia \aNlehto carry out a
considerable fiscal retrenchment, which will haveegative effect
on domestic demand recovery. Given the growing sumres for

public wage increases, maintaining disciplineddisand income
policies will be the most important challengestfus year.

Over the first two months of 2011, exports rose386yl% year-on-
year, while imports rose by 22.3%. Consequently,tthée deficit
decreased by 6.8% to €839m.

Consumer price inflation reached 14.1% year-on-yeaajnly

driven by food and beverages price hikes (+22.986yy; followed

by alcoholic beverages and tobacco (+22.2% y-Ofgar-to-date
inflation reached 5.5%, well in the upper rangeN&S’ target for

the year-end (of 4.5% * 1.5%). Consequently, the NES

performed two consecutive interest rate hikes therfirst quarter
of 2011, increasing the key interest rate from 1@2%42.5%. A

tighter monetary policy and a stronger dinar akelyi to dampen
inflation, but it is unlikely to reach the targetnge at year-end.
However, the lifting of the freeze on public-sectoages and
pensions in January 2011, and pre-election spendmgd make
this target difficult to reach, especially due ta announced
electricity price hike and adjustments in oil pace

Over the first quarter of 2010, the dinar appreclaby 1.8%
against the euro, after losing 9.1% in 2010.
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Important Information

This document, and the material contained thetisimtended to be for information purposes and ihét intended as a promotional material in
any respect. In particular, this document is ndeided as an offer or solicitation for the purchasesale of any financial instrument including
shares in Reconstruction Capital Il Limited (“RC2f the “Fund”). Any investment in RC2 must be baselélg on the Admission Document of
the Fund or other offering documents issued franetio time by the Fund, in accordance with appliedaivs.

The material in this document is not intended tovjate, and should not be relied on for accountilegal or tax advice or investment
recommendations. Potential investors are adviseihdependently review and obtain independent prafea advice and draw their own
conclusions regarding the economic benefit andsrigkinvestment in the Fund and legal, regulatangdit, tax and accounting aspects in
relation to their particular circumstances. Whilgesy effort has been taken to ensure that the r@tier this document is accurate, current,
complete and fit for its intended purpose no watydsa given as to its completeness or accuracy.

This document is only issued to and directed asqes of a kind to whom it may lawfully be communétéde

The Fund’s shares have not been and will not bestexged under any securities laws of the UnitedeStatf America or any of its territories or

possessions or areas subject to its jurisdictiod,absent an exemption, may not be offered for @abold to nationals or residents thereof.
The offering of shares in certain jurisdictions niagy restricted and accordingly persons are requibgdthe Fund to inform themselves of and
observe any such restrictions.

No warranty is given, in whole or in part, regarditite performance of the Fund. There is no guaratiaeits investment objectives will be
achieved. Potential investors should be aware faat performance may not necessarily be repeatederiuture. The price of shares and the
income from them may fluctuate upwards or downwandscannot be guaranteed.

This document is intended for the use of the adérand recipient only and should not be reliednupy any other persons and may not be

reproduced, redistributed, passed on or publisiedwhole or in part, for any purposes, without théoprwritten consent of New Europe
Capital Limited, New Europe Capital SRL and New Europet&lapOO0.
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