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Increase in prepaid expenses and other assets
  (1,053,279)
Decrease in payable for investments purchased
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  (3,369,013)
Decrease in payable to the Investment Manager
  (17,305)
Increase in interest payable
  17,585 
Decrease in accrued expenses and other liabilities
  (182,416)
Net cash provided by operating activities
  33,144,126      
Financing activities

Proceeds from draws on credit facility
  68,000,000 
Principal repayments on credit facility
  (50,000,000)
Redemption of Series Z preferred equity
  (23,500)
Dividends paid on Series A preferred equity facility
  (751,017)
Distributions paid to common shareholders
  (35,200,000)
Dividends paid to Series Z preferred shareholders
  (752)
Net cash used in financing activities
  (17,975,269)     
Net increase in cash and cash equivalents
  15,168,857 
Cash and cash equivalents at beginning of period
  7,749,743 
Cash and cash equivalents at end of period
 $22,918,600      
Supplemental cash flow information

Interest payments
 $177,534 

See accompanying notes.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Unaudited)

June 30, 2011

1.  Organization and Nature of Operations

Special Value Continuation Fund, LLC (the “Company”), a Delaware Limited Liability Company, is registered as a
nondiversified, closed-end management investment company under the Investment Company Act of 1940 (the “1940
Act”).  The Company was established for the purpose of enabling qualified investors to participate indirectly in the
investment objectives of Special Value Continuation Partners, LP, a Delaware Limited Partnership (the “Partnership”),
of which the Company owns 100% of the common limited partner interests.  The Partnership is also registered as a
nondiversified, closed-end management investment company under the 1940 Act.  The Partnership was formed to
acquire a portfolio of investments consisting primarily of bank loans, distressed debt, stressed high yield debt,
mezzanine investments and public equities.  The stated objective of the Company is to achieve high total returns while
minimizing losses.

The Company has elected to be treated as a regulated investment company (“RIC”) for U.S. federal income tax
purposes.  As a RIC, the Company will not be taxed on its income to the extent that it distributes such income each
year and satisfies other applicable income tax requirements.  The Partnership has elected to be treated as a partnership
for U.S. federal income tax purposes.  Investment operations commenced and initial funding was received on July 31,
2006.

These consolidated financial statements include the accounts of the Company and the Partnership.  All significant
intercompany transactions and balances have been eliminated in the consolidation.

The General Partner of the Partnership is SVOF/MM, LLC (“SVOF/MM”).  The managing member of SVOF/MM is
Tennenbaum Capital Partners, LLC (“TCP”), which serves as the Investment Manager of both the Company and the
Partnership.  Babson Capital Management LLC serves as Co-Manager of both the Company and the
Partnership.  Substantially all of the equity interests in the General Partner are owned directly or indirectly by TCP,
Babson Capital Management LLC and employees of TCP.

Company management consists of the Investment Manager and the Board of Directors.  Partnership management
consists of the General Partner and the Board of Directors.  The Investment Manager and the General Partner direct
and execute the day-to-day operations of the Company and the Partnership, respectively, subject to oversight from the
respective Board of Directors, which sets the broad policies of the Company and performs certain functions required
by the 1940 Act in the case of the Partnership.  The Board of Directors of the Partnership has delegated investment
management of the Partnership’s assets to the Investment Manager and the Co-Manager.  Each Board of Directors
consists of three persons, two of whom are independent.  If the Company or the Partnership has preferred equity
interests outstanding, as each currently does, the holders of the preferred interests voting separately as a class will be
entitled to elect two of the Directors.  The remaining directors will be subject to election by holders of the common
shares and preferred interests voting together as a single class.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

1.  Organization and Nature of Operations (continued)

Company Structure

Total capitalization of the consolidated Company is approximately $678.8 million, consisting of approximately $419.0
million of initial contributed common equity, an approximately $9.8 million initial general partner interest (the “GP
Interest”) in the Partnership held by SVOF/MM, $134 million of preferred limited partner interests in the Partnership
(the “Series A Preferred”), and $116 million under a senior secured revolving credit facility issued by the Partnership
(the “Senior Facility”).  The GP Interest in the Partnership is shown as a minority interest in these consolidated financial
statements. The contributed common equity, GP Interest, preferred limited interests and the amount drawn under the
Senior Facility are used to purchase Partnership investments and to pay certain fees and expenses of the Partnership
and the Company.  Most of the cash and investments of the Partnership are included in the collateral for the Senior
Facility.

The Company will liquidate and distribute its assets and will be dissolved on June 30, 2016, subject to up to two
one-year extensions if requested by the Investment Manager and approved by the outstanding common shares.  The
Partnership will liquidate and distribute its assets and will be dissolved on June 30, 2016, subject to up to two
one-year extensions if requested by the General Partner and approved by SVCF as the holder of the common limited
partner interests in the Partnership.  However, the Operating Agreement and Partnership Agreement will prohibit
liquidation of the Company and the Partnership, respectively, prior to June 30, 2016 if the Series A Preferred are not
redeemed in full prior to such liquidation.

Preferred Equity Facility

At June 30, 2011, the Partnership had 6,700 Series A preferred limited partner interests (the “Series A Preferred”) issued
and outstanding with a liquidation preference of $20,000 per Preferred Limited Interest. The Series A Preferred are
redeemable at the option of the Partnership, subject to certain conditions. Additionally, under certain conditions, the
Partnership may be required to either redeem certain of the Series A Preferred or repay indebtedness, at the
Partnership’s option.  Such conditions would include a failure by the Partnership to maintain adequate collateral as
required by its credit facility agreement or by the Statement of Preferences of the Series A Preferred or a failure by the
Partnership to maintain sufficient asset coverage as required by the 1940 Act.  As of June 30, 2011, the Partnership
was in full compliance with such requirements.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

1.  Organization and Nature of Operations (continued)

The Series A Preferred accrue dividends at an annual rate equal to LIBOR plus 0.85% or, in the case of any holders of
Series A Preferred that are CP Conduits (as defined in the leveraging documents), the higher of (i) LIBOR plus 0.85%
or (ii) the CP Conduit’s cost of funds rate plus 0.85%, subject to certain limitations and adjustments.

2.  Summary of Significant Accounting Policies

Basis of Presentation

The consolidated financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”). The following is a summary of the significant accounting policies of
the Company and the Partnership.

Use of Estimates

The preparation of the financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements, as well as the reported amounts of revenues and expenses during the reporting period. Although
management believes these estimates and assumptions to be reasonable, actual results could differ from those
estimates.

Investment Valuation

All of the Company’s investments are generally held by the Partnership. Management values investments held by the
Partnership at fair value based upon the principles and methods of valuation set forth in policies adopted by the
Partnership’s Board of Directors and in conformity with procedures set forth in the Senior Facility and Statement of
Preferences for the Preferred Limited Interest.  Fair value is generally defined as the amount for which an investment
would be sold in an orderly transaction between market participants at the measurement date.

Investments listed on a recognized exchange or market quotation system, whether U.S. or foreign, are valued for
financial reporting purposes as of the last business day of the reporting period using the closing price on the date of
valuation. Liquid investments not listed on a recognized exchange or market quotation system are priced by a
nationally recognized pricing service or by using quotations from broker-dealers.  Investments not priced by a pricing
service or for which market quotations are either not readily available or are determined to be unreliable are valued by
one or more independent valuation services or, for investments aggregating less than 5% of the total capitalization of
the Partnership, by the Investment Manager.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Fair valuations of investments are determined under guidelines adopted by the Partnership’s Board of Directors, and
are subject to their approval. Generally, to increase objectivity in valuing the Partnership’s investments, the Investment
Manager will utilize external measures of value, such as public markets or third-party transactions, whenever possible.
The Investment Manager’s valuation is not based on long-term work-out value, immediate liquidation value, nor
incremental value for potential changes that may take place in the future.  The values assigned to investments that are
valued by the Investment Manager are based on available information and do not necessarily represent amounts that
might ultimately be realized, as these amounts depend on future circumstances and cannot reasonably be determined
until the individual investments are actually liquidated. The foregoing policies apply to all investments, including
those in companies and groups of affiliated companies aggregating more than 5% of the Company’s assets.

Fair valuations of investments in each asset class are determined using one or more methodologies including the
market approach, income approach, or, in the case of recent investments, the cost approach, as appropriate.  The
market approach uses prices and other relevant information generated by market transactions involving identical or
comparable assets.  The income approach uses valuation techniques to convert future amounts (for example, cash
flows or earnings) to a single present amount (discounted).  The measurement is based on the value indicated by
current market expectations about those future amounts. In following these approaches, the types of factors that may
be taken into account include, as relevant:  available current market data, including relevant and applicable market
trading and transaction comparables, applicable market yields and multiples, security covenants, call protection
provisions, information rights, the nature and realizable value of any collateral, the portfolio company’s ability to make
payments, its earnings and discounted cash flows, the markets in which the portfolio company does business,
comparisons of financial ratios of peer companies that are public, M&A comparables, our principal market and
enterprise values, among other factors.

Investments of the Partnership may be categorized based on the types of inputs used in valuing such investments.  The
level in the GAAP valuation hierarchy in which an investment falls is based on the lowest level input that is
significant to the valuation of the investment in its entirety. Transfers between levels are recognized as of the
beginning of the reporting period. At June 30, 2011, the investments of the Partnership were categorized as follows:
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Level Basis for Determining Fair Value Bank Debt
Other

Corporate Debt
Equity

Securities
1 Quoted prices in active markets for identical

assets $ - $ 6,992,831 $ 4,938,384
2 Other observable market inputs* 42,262,904 128,915,811 -
3 Independent third-party pricing sources that

employ significant unobservable inputs 156,666,322 15,646,017 76,376,694
3 Investment Manager valuations with

significant unobservable inputs 63,163 - 4,554,807
Total $ 198,992,389 $ 151,554,659 $ 85,869,885

* For example, quoted prices in inactive markets or quotes for comparable instruments.

Changes in investments categorized as Level 3 during the six months ended June 30, 2011 were as follows:
Independent Third Party Valuation

Bank Debt
Other

Corporate Debt
Equity 

Securities
Beginning balance $113,346,599 $ 49,978,032 $117,368,154
Net realized and unrealized gains (losses) 2,701,002 (8,367,327 ) (13,552,994 )
Acquisitions 71,478,121 2,486,208 7,726,281
Dispositions (29,346,369 ) (16,585,527 ) (34,078,716 )
Transfers out of Level 3† (13,378,400 ) - -
Reclassifications within Level 3‡ 11,865,369 (11,865,369 ) (1,086,031 )
Ending balance $156,666,322 $ 15,646,017 $76,376,694

Net change in unrealized gains (losses) during the period on
investments still held at period end (included in net realized and
unrealized gains/losses, above) $2,529,606 $ (7,707,609 ) $(15,087,218 )

† Comprised of one investment that transferred to Level 2 due to increased trading volumes.
‡ Comprised of one investment with a beginning-of-period fair value of $11,865,369 that was reclassified as bank debt
and one investment with a beginning-of-period fair value of $1,086,031 that transferred to Investment Manager
Valuation.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Investment Manager Valuation

Bank Debt
Other

Corporate Debt
Equity

Securities
Beginning balance $63,163 $ - $4,314,940
Net realized and unrealized losses - - (846,164 )
Reclassifications within Level 3# - - 1,086,031
Ending balance $63,163 $ - $4,554,807

Net change in unrealized losses during the period on investments still
held at period end (included in net realized and unrealized gains, above) $- $ - $(846,164 )

# Comprised of one investment that transferred to Independent Third Party Valuation.

During the six months ended June 30, 2011, one investment with a beginning-of-period fair value of $3,477,314
transferred from Level 2 to Level 1 following commencement of active trading on a national exchange.

Investment Transactions

The Partnership records investment transactions on the trade date, except for private transactions that have conditions
to closing, which are recorded on the closing date. The cost of investments purchased is based upon the purchase price
plus those professional fees which are specifically identifiable to the investment transaction. Realized gains and losses
on investments are recorded based on the specific identification method, which typically allocates the highest cost
inventory to the basis of investments sold.

Cash and Cash Equivalents

Cash consists of amounts held in accounts with brokerage firms and the custodian bank.  Cash equivalents consist of
highly liquid investments with an original maturity of three months or less.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Repurchase Agreements

In connection with transactions in repurchase agreements, it is the Partnership’s policy that its custodian take
possession of the underlying collateral, the fair value of which is required to exceed the principal amount of the
repurchase transaction, including accrued interest, at all times. If the seller defaults, and the fair value of the collateral
declines, realization of the collateral by the Partnership may be delayed or limited.

Restricted Investments

The Partnership may invest without limitation in instruments that are subject to legal or contractual restrictions on
resale. These instruments generally may be resold to institutional investors in transactions exempt from registration or
to the public if the securities are registered. Disposal of these investments may involve time-consuming negotiations
and additional expense, and prompt sale at an acceptable price may be difficult. Information regarding restricted
investments is included at the end of the Consolidated Statement of Investments. Restricted investments, including
any restricted investments in affiliates, are valued in accordance with the investment valuation policies discussed
above.

Foreign Investments

The Partnership may invest in instruments traded in foreign countries and denominated in foreign currencies.  At June
30, 2011, the Partnership held foreign currency denominated investments comprising approximately 5.5% of the
Partnership’s total investments. Such positions were converted at the closing rate in effect at June 30, 2011 and
reported in U.S. dollars. Purchases and sales of investments and income and expense items denominated in foreign
currencies, when they occur, are translated into U.S. dollars on the respective dates of such transactions.  The portion
of gains and losses on foreign investments resulting from fluctuations in foreign currencies is included in net realized
and unrealized gain or loss from investments.

Investments in foreign companies and securities of foreign governments may involve special risks and considerations
not typically associated with investing in U.S. companies and securities of the U.S. government.  These risks include,
among other things, revaluation of currencies, less reliable information about issuers, different transactions clearance
and settlement practices and potential future adverse political and economic developments. Moreover, investments in
foreign companies and securities of foreign governments and their markets may be less liquid and their prices more
volatile than those of comparable U.S. companies and the U.S. government.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Derivatives

In order to mitigate certain currency exchange and interest rate risks, the Partnership has entered into several swap and
option transactions.  All derivatives are recognized as either assets or liabilities in the statement of assets and
liabilities. The transactions entered into are accounted for using the mark-to-market method with the resulting change
in fair value recognized in earnings for the current period.  Risks may arise upon entering into these contracts from the
potential inability of counterparties to meet the terms of their contracts and from unanticipated movements in interest
rates and the value of foreign currency relative to the U.S. dollar.

Gains and losses from derivative transactions during the six months ended June 30, 2011 were included in net realized
and unrealized loss on investments in the Statement of Operations as follows:

Instrument Realized Unrealized
Cross currency basis swaps $ - $ (434,848)
Forward currency contracts - (217,206)
Currency options (430,004) 266,647

Valuations of all forward contracts and swaps held at June 30, 2011 were determined using observable market inputs
other than quoted prices in active markets for identical assets, and accordingly, may be classified as Level 2 in the
GAAP valuation hierarchy.

Debt Issuance Costs

Costs of approximately $3.5 million were incurred in connection with placing the Partnership’s Senior Facility. These
costs were deferred and are being amortized on a straight-line basis over eight years, the estimated life of the Senior
Facility. The impact of utilizing the straight-line amortization method versus the effective-interest method is not
material to the operations of the Company or the Partnership.

Purchase Discounts

The majority of the Partnership’s high yield and distressed debt investments are purchased at a considerable discount to
par as a result of the underlying credit risks and financial results of the issuer, as well as general market factors that
influence the financial markets as a whole. GAAP generally requires that discounts on the acquisition of corporate
(investment grade) bonds, municipal bonds and treasury bonds be amortized using the effective-interest or
constant-yield method. However, GAAP also requires the Partnership to consider the collectability of interest when
making accruals. Accordingly, when accounting for purchase discounts, the Partnership recognizes discount accretion
income when it is probable that such amounts will be collected and when such amounts can be estimated.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

2.  Summary of Significant Accounting Policies (continued)

Income Taxes

The Company intends to comply with the applicable provisions of the Internal Revenue Code of 1986, as amended,
pertaining to regulated investment companies and to make distributions of taxable income sufficient to relieve it from
substantially all federal income and excise taxes. Accordingly, no provision for income taxes is required in
the consolidated financial statements.  The Partnership’s income or loss is reported in the partners’ income tax
returns.  As of June 30, 2011, all tax years of the Company and the Partnership since January 1, 2007 remain subject
to examination by federal tax authorities.  No such examinations are currently pending. Cost of the investments
(including derivatives) and unrealized appreciation/depreciation for U.S. federal income tax purposes at June 30, 2011
were as follows:

Unrealized appreciation $54,802,393
Unrealized depreciation (126,056,915)
Net unrealized depreciation (71,254,522 )

Cost $507,039,379

3.  Allocations and Distributions

Common distributions are generally based on the estimated taxable earnings of the Company, and are recorded on the
ex-dividend date. Distributions to the common shareholders of the Company are generally based on distributions
received from the Partnership, less any Company-level expenses and dividends to Series Z preferred shareholders.

Net income and gains of the Partnership are distributed first to the Company until it has received an 8% annual
weighted-average return on its undistributed contributed equity, and then to the General Partner until it has received
20% of all cumulative income and gain distributions.  80% of all remaining net income and gain distributions are
allocated to the Company, with the remaining 20% allocated to the General Partner.  Net investment income or loss,
realized gain or loss on investments, and appreciation or depreciation on investments for the period are allocated to the
Company and the General Partner in a manner consistent with that used to determine distributions.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

3.  Allocations and Distributions (continued)

The timing of distributions to the Company is determined by the General Partner, which has provided the Investment
Manager with certain criteria for such distributions.  The timing and amount to be paid by the Company as a
distribution to its shareholders are determined by its Board of Directors, which has provided the Investment Manager
with criteria for such distributions. Any net long-term capital gains are distributed at least annually.  As of June 30,
2011, the Company had declared $176,497,000 in distributions to the common shareholders since inception.

The Company’s Series Z preferred share dividend rate is fixed at 8% per annum.

4.  Management and Advisory Fees and Other Expenses

The Investment Manager receives an annual management and advisory fee, payable monthly in arrears, equal to 1.0%
of the sum of the maximum amount of the Series A Preferred, the  maximum amount available under the Senior
Facility, the initial value of the contributed general partnership equity and the initial value of the contributed common
equity, subject to reduction by the amount of the Senior Facility commitment when the Senior Facility is no longer
outstanding, and by the amount of the Series A Preferred when less than $1 million in liquidation preference of
preferred securities remains outstanding. In addition to the management fee, the General Partner is entitled to a
performance allocation as discussed in Note 3, above.  As compensation for its services, the Co-Manager receives a
portion of the management fees paid to the Investment Manager. The Co-Manager also receives a portion of any
performance allocation paid to the General Partner.

The Company and the Partnership pay all respective expenses incurred in connection with the business of the
Company and the Partnership, including fees and expenses of outside contracted services, such as custodian,
administrative, legal, audit and tax preparation fees, costs of valuing investments, insurance costs, brokers’ and finders’
fees relating to investments and any other transaction costs associated with the purchase and sale of investments of the
Partnership.

5.  Senior Secured Revolving Credit Facility

The Partnership has entered into a credit agreement with certain lenders, which provides for a senior secured revolving
credit facility (the “Senior Facility”), pursuant to which amounts may be drawn up to $116 million. The Senior Facility
matures July 31, 2014, subject to extension by the lenders at the request of the Partnership for one 12-month period.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

5.  Senior Secured Revolving Credit Facility (continued)

Advances under the Senior Facility bear interest at LIBOR plus 0.44% per annum, except in the case of loans from CP
Conduits, which bear interest at the higher of LIBOR plus 0.44% or the CP Conduit’s cost of funds plus 0.44%, subject
to certain limitations. The weighted-average interest rate on outstanding borrowings at June 30, 2011 was 0.63%. In
addition to amounts due on outstanding debt, the Senior Facility accrues commitment fees of 0.20% per annum on the
unused portion of the Senior Facility, or 0.25% per annum when less than $46.4 million in borrowings are
outstanding. The Senior Facility may be terminated, and any outstanding amounts thereunder may become due and
payable, should the Partnership fail to satisfy certain financial or other covenants.  As of June 30, 2011, the
Partnership was in full compliance with such covenants.

6.  Commitments, Concentration of Credit Risk and Off-Balance Sheet Risk

The Partnership conducts business with brokers and dealers that are primarily headquartered in New York and Los
Angeles and are members of the major securities exchanges. Banking activities are conducted with a firm
headquartered in the New York area.

In the normal course of business, the Partnership’s investment activities involve executions, settlement and financing
of various transactions resulting in receivables from, and payables to, brokers, dealers and the Partnership’s
custodian.  These activities may expose the Company and the Partnership to risk in the event that such parties are
unable to fulfill contractual obligations.  Management does not anticipate any material losses from counterparties with
whom it conducts business.

Consistent with standard business practice, the Company and the Partnership enter into contracts that contain a variety
of indemnifications.  The maximum exposure of the Company and the Partnership under these arrangements is
unknown.  However, the Company and the Partnership expect the risk of loss to be remote.

7.  Related Parties

The Company, the Partnership, the Investment Manager, the General Partner and their members and affiliates may be
considered related parties.  From time to time, the Partnership advances payments to third parties on behalf of the
Company which are reimbursable through deductions from distributions to the Company.  From time to time, the
Investment Manager advances payments to third parties on behalf of the Company and the Partnership and receives
reimbursement from the Company and the Partnership.  At June 30, 2011, such reimbursable amounts totaled $75,520,
as reflected in the Consolidated Statement of Assets and Liabilities.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Continued) (Unaudited)

June 30, 2011

8.  Series Z Preferred Capital

The Company issued, at inception, 47 shares of Series Z preferred interests. The Series Z preferred shares had a
liquidation preference of $500 per share plus accumulated but unpaid dividends and paid dividends at an annual rate
equal to 8% of the liquidation preference. On May 24, 2011, the Company redeemed all of the outstanding Series Z
preferred shares.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Unaudited) (Continued)

June 30, 2011

9.  Financial Highlights

Six Months Ended July 31, 2006
June 30, 2011 Year Ended December 31, (Inception) to
(Unaudited) 2010 2009 2008 2007 December 31, 2006

Per Common Share
Net asset value,
beginning of period $ 630.59 $ 555.86 $ 467.22 $ 936.95 $ 1036.13 $ 1,000.00

Investment operations:
Net investment income 73.96 92.87 42.80 53.75 166.54 48.14
Net realized and
unrealized gain (loss) (37.91 ) 75.48 86.27 (499.51 ) (28.73 ) 62.27
Distributions to minority
interestholder from:
Net investment income - - - - (29.74 ) (7.98 )
Net realized gains - - - - (17.76 ) (3.39 )
Returns of capital - - - - (1.30 ) -
Net change in
undistributed earnings of
minority
interest holder - - - 7.52 24.89 (9.10 )
Dividends on Series A
preferred equity facility (1.79 ) (3.60 ) (6.07 ) (14.21 ) (19.96 ) (3.38 )
Net change in
accumulated dividends
on Series A
preferred equity facility (0.03 ) (0.02 ) 1.92 1.82 0.35 (4.98 )
Dividends to Series Z
preferred shareholders
from:
Net investment income - (0.01 ) - (0.01 ) - -
Net change in reserve for
dividends to Series Z
preferred
shareholders - - - 0.01 - -

Total from investment
operations 34.23 164.72 124.92 (450.63 ) 94.29 81.58
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Distributions to common
shareholders from:
Net investment income (37.00 ) (89.99 ) (36.28 ) (19.10 ) (117.36 ) (31.90 )
Net realized gains - - - - (71.03 ) (13.55 )
Returns of capital - - - - (5.08 ) -
Total distributions to
common shareholders (37.00 ) (89.99 ) (36.28 ) (19.10 ) (193.47 ) (45.45 )

Net asset value, end of
period $ 627.82 $ 630.59 $ 555.86 $ 467.22 $ 936.95 $ 1,036.13

Return on invested assets
(1), (2) 4.6 % 20.4 % 19.3 % (31.7 )% 11.7 % 8.4 %

Gross return to common
shareholders (1) 5.6 % 31.4 % 27.3 % (49.3 )% 11.4 % 10.3 %
Less: Allocation to
General Partner of
Special Value
Continuation Partners, LP
(1) 0.0 % 0.0 % 0.0 % 0.5 % (2.2 )% (2.1 )%
Return to common
shareholders (1), (3) 5.6 % 31.4 % 27.3 % (48.8 )% 9.2 % 8.2 %
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Notes to Consolidated Financial Statements (Unaudited) (Continued)

June 30, 2011

9. Financial Highlights (continued)

Six Months Ended July 31, 2006
June 30, 2011 Year Ended December 31, (Inception) to
(Unaudited) 2010 2009 2008 2007 December 31, 2006

Ratios to average
common
equity:(4), (6)
Net investment
income(5) 23.3 % 15.5 % 8.7 % 6.9 % 12.8 % 10.4 %
Expenses 3.2 % 3.6 % 4.5 % 4.5 % 4.6 % 5.7 %
Expenses and
General Partner
allocation 3.2 % 3.6 % 4.5 % 3.5 % 6.9 % 7.7 %

Ending common
shareholder
equity $263,030,626 $264,187,584 $232,879,791 $195,745,577 $392,541,013 $434,092,909
Portfolio turnover
rate (1), (7) 24.4 % 47.4 % 44.2 % 33.3 % 64.6 % 17.3 %
Weighted-average
debt outstanding $51,425,414 $31,663,014 $26,882,192 $123,873,973 $162,460,274 $168,292,208
Weighted-average
interest rate on
debt 0.8 % 0.7 % 1.0 % 3.7 % 5.8 % 5.8 %
Weighted-average
number of shares 418,956 418,956 418,956 418,956 418,956 418,956
Average debt per
share $122.75 $75.58 $64.16 $295.67 $387.77 $401.69

Annualized Inception-to-Date Performance Data as of June 30, 2011:

Return on invested assets (2) 4.5 %
Internal rate of return (8) 1.3 %

(1) Not annualized for periods of less than one year.

(2) Return on invested assets is a time-weighted, geometrically linked rate of return and excludes cash and
cash equivalents.
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(3) Returns (net of dividends on the preferred equity facility, allocations to General Partner and fund
expenses, including financing costs and management fees)  are calculated on a monthly geometrically
linked, time-weighted basis.

(4) Annualized for periods of less than one year, except for allocations to the General Partner.

(5) Net of income and expense allocation to the General Partner.

(6) These ratios include interest expense but do not reflect the effect of dividends on the preferred equity
facility.

(7) Excludes securities acquired from Special Value Bond Fund II, LLC and Special Value Absolute Return
Fund, LLC at the inception of the Company and the Partnership.

(8) Net of dividends on the preferred equity facility of the Partnership, allocation to the General Partner,and
fund expenses, including financing costs and management fees. Internal rate of return (“IRR”) is the imputed
annual return over an investment period and, mathematically, is the rate of return at which  the discounted
cash flows equal the initial cash outlays. The IRR presented assumes liquidation of the fund at net asset
value as of the balance sheet date, and is reduced by the organizational costs that were expensed at the
inception of the Company.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Consolidated Schedule of Changes in Investments in Affiliates (1) (Unaudited)

Six Months Ended June 30, 2011

Security

Value,
Beginning of 

Period Acquisitions Dispositions

Value,
End of
Period

Anacomp, Inc., Class A Common Stock $ 1,086,031 $ - $ - $ 401,769
EP Management Corporation, Common Stock 40,727,138 - (8,293,102 ) 21,732,080
ESP Holdings, Inc., 15% PIK, Preferred Stock 3,005,832 - - 3,209,725
ESP Holdings, Inc., Common Stock 7,565,535 - - 6,052,996
ESP Holdings, Inc., Junior Unsecured
Subordinated Promissory
Notes, 18% PIK, due 3/31/15 5,321,627 367,192 - 5,688,820
International Wire Group, Inc., Common Stock 43,468,524 - (12,179,595) 27,969,501
International Wire Group, Inc., Senior Secured
Notes, 9.75%,
due 4/15/15 4,040,000 - (4,200,000 ) -
International Wire Group Holdings, Inc., Senior
Notes, 11.5% Cash or
12.25% PIK, due 4/15/15 - 20,000,000 - 20,200,000
United Air Lines, Inc., Aircraft Secured
Mortgage (N510UA), 20%, due 9/26/16 719,200 - (26,068 ) 696,116
United Air Lines, Inc., Aircraft Secured
Mortgage (N512UA), 20%, due 10/26/16 723,647 - (25,508 ) 701,746
United Air Lines, Inc., Aircraft Secured
Mortgage (N536UA), 16%, due 8/21/14 558,944 - (49,997 ) 504,351
United Air Lines, Inc., Aircraft Secured
Mortgage (N545UA), 16%, due 7/17/15 695,004 - (44,803 ) 652,360
United Air Lines, Inc., Aircraft Secured
Mortgage (N585UA), 20%, due 10/25/16 849,983 - (29,949 ) 823,954
United Air Lines, Inc., Aircraft Secured
Mortgage (N659UA), 12%, due 3/28/16 - 5,329,739 (330,256 ) 5,686,912
United Air Lines, Inc., Aircraft Secured
Mortgage (N661UA), 12%, due 5/4/16 - 5,351,577 (249,264 ) 5,852,352
United Air Lines, Inc., Equipment Trust
Beneficial Interests (N510UA) 311,102 26,068 (33,936 ) 398,102
United Air Lines, Inc., Equipment Trust
Beneficial Interests (N512UA) 307,754 25,507 (33,936 ) 392,129
United Air Lines, Inc., Equipment Trust
Beneficial Interests (N536UA) 375,796 49,997 (32,706 ) 530,359
United Air Lines, Inc., Equipment Trust
Beneficial Interests (N545UA) 357,648 44,803 (37,980 ) 491,066

338,830 29,949 (39,846 ) 428,625
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United Air Lines, Inc., Equipment Trust
Beneficial Interests (N585UA)
United N659UA-767, LLC (N659UA) - 1,830,444 (337,356 ) 1,669,361
United N661UA-767, LLC (N661UA) - 1,777,781 (276,265 ) 1,632,891

Note to Schedule of Changes in Investments in Affiliates:

(1) The issuers of the securities listed on this schedule are considered affiliates under the 1940 Act due to the
ownership by the Partnership of 5% or more of the issuers' voting securities.
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Consolidated Schedule of Restricted Securities of Unaffiliated Issuers (Unaudited)

June 30, 2011

Investment Acquisition Date Cost

AIP/IS Holdings, LLC, Membership Units
Var. 2009 &

2010 $ 723,914
Alabama Aircraft Industries, Inc., Common Stock Various 2002 3,550,121
Bally Total Fitness Holdings Corporation, Common Stock 4/30/10 45,186,963
Bally Total Fitness Holdings Corporation, Warrants 4/30/10 -
Constellation Enterprises, LLC, Senior Secured 1st Lien Notes, 10.625%, due
2/1/16 1/20/11 12,322,875
Encompass Digital Media Group, Inc., Common Stock 1/15/10 883,196
GSI Group, Inc., Common Stock 8/20/08 1,267,362
GSI Group, Inc., Senior Secured Notes, 12.25% Cash or 13% PIK, due 1/15/14 8/20/08 6,210,373
Integra Telecom, Inc., Common Stock 11/19/09 8,433,884
Integra Telecom, Inc., Warrants 11/19/09 19,920
ITC^DeltaCom, Inc., Senior Secured Notes, 10.5%, due 4/1/16 4/9/10 9,619,343
MSX International, Inc., Senior Secured 2nd Lien Notes, 12.5%, due 4/1/12 Various 2010 5,430,660
NEF Kamchia Co-Investment Fund, LP Interest 7/31/07 3,367,227
NEF Telecom Company BV, Mezzanine Term Loan, EURIBOR + 4.5% Cash +
7.5% PIK, due 8/16/17 8/29/07 26,162,416
Precision Holdings, LLC, Class C Membership Interests 4/30/10 660
Shop Holding, LLC, Class A Units 6/2/11 462,576
Shop Holdings, LLC, Warrants to Purchase Class A Units 6/2/11 -
STG-Fairway Holdings, LLC, Class A Units 12/30/10 1,100,348
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Consolidating Statement of Assets and Liabilities (Unaudited)

June 30, 2011

Special Value Special Value Special Value
Continuation Continuation Continuation
Fund, LLC Partners, LP Fund, LLC
Standalone Standalone Eliminations Consolidated

Assets
Investments:
Unaffiliated issuers $- $ 330,701,718 $- $330,701,718
Investment in subsidiary 262,808,215 - (262,808,215) -
Controlled companies - 401,769 - 401,769
Other affiliates - 105,313,446 - 105,313,446
Total investments 262,808,215 436,416,933 (262,808,215) 436,416,933

Cash and cash equivalents - 22,918,600 - 22,918,600
Accrued interest income - 5,664,408 - 5,664,408
Deferred debt issuance costs - 1,359,467 - 1,359,467
Receivable for investment securities sold - 53,772 - 53,772
Prepaid expenses and other assets 278,632 970,091 - 1,248,723
Total assets 263,086,847 467,383,271 (262,808,215) 467,661,903

Liabilities
Credit facility payable - 68,000,000 - 68,000,000
Payable for investment securities purchased - 569,103 - 569,103
Management and advisory fees payable - 565,599 - 565,599
Unrealized depreciation on swaps - 414,870 - 414,870
Unrealized depreciation on foreign currency
forward contract - 217,206 - 217,206
Interest payable - 97,187 - 97,187
Payable to the Investment Manager 13,233 62,287 - 75,520
Accrued expenses and other liabilities 42,988 256,726 - 299,714
Total liabilities 56,221 70,182,978 - 70,239,199

Preferred equity facility
Series A preferred limited partner interests - 134,000,000 - 134,000,000
Accumulated dividends on Series A preferred
equity facility - 392,078 - 392,078
Total preferred limited partner interests - 134,392,078 - 134,392,078
Net assets $263,030,626 $ 262,808,215 $(262,808,215) $263,030,626

Composition of net assets
Common stock $419 $ - $- $419
Additional paid-in capital 364,742,957 358,636,781 (358,636,781) 364,742,957
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Distributable earnings (101,712,750) (95,828,566 ) 95,828,566 (101,712,750)
Net assets $263,030,626 $ 262,808,215 $(262,808,215) $263,030,626
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Special Value Continuation Fund, LLC
(A Delaware Limited Liability Company)

Consolidating Statement of Operations (Unaudited)

Six Months Ended June 30, 2011

Special Value Special Value Special Value
Continuation Continuation Continuation
Fund, LLC Partners, LP Fund, LLC
Standalone Standalone Eliminations Consolidated

Investment income
Interest income:
Unaffiliated issuers $ - $ 19,609,932 $- $ 19,609,932
Other affiliates - 1,419,553 - 1,419,553
Dividend income:
Other affiliates - 12,542,394 - 12,542,394
Other income:
Unaffiliated issuers - 1,418,312 - 1,418,312
Other affiliates - 254,403 - 254,403
Total interest and related investment income - 35,244,594 - 35,244,594

Operating expenses
Management and advisory fees - 3,393,594 - 3,393,594
Amortization of deferred debt issuance costs - 218,335 - 218,335
Interest expense - 195,119 - 195,119
Director fees 34,653 69,307 - 103,960
Commitment fees - 75,821 - 75,821
Insurance expense 16,601 38,780 - 55,381
Custody fees 1,750 44,086 - 45,836
Other operating expenses 28,048 135,210 - 163,258
Total expenses 81,052 4,170,252 - 4,251,304

Net investment income (81,052 ) 31,074,342 - 30,993,290

Net realized and unrealized gain
Net realized gain:
Investments in affiliates - 238,483 - 238,483
Investments in unaffiliated issuers - 16,951,296 - 16,951,296
Net realized gain - 17,189,779 - 17,189,779
Net change in unrealized appreciation/depreciation 14,424,819 (33,074,076 ) (14,424,819) (33,074,076 )
Net realized and unrealized gain 14,424,819 (15,884,297 ) (14,424,819) (15,884,297 )

Dividends paid on Series A preferred equity facility - (751,017 ) - (751,017 )
Net change in accumulated dividends on Series A
preferred
equity facility - (14,209 ) - (14,209 )
Dividends paid to Series Z preferred shareholders (752 ) - - (752 )
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Net change in reserve for dividends to Series Z
preferred
shareholders 27 - - 27

Net increase in net assets resulting from operations $ 14,343,042 $ 14,424,819 $(14,424,819) $ 14,343,042
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Special Value Continuation Fund, LLC
 (A Delaware Limited Liability Company)

Approval of Investment Management Agreements
(Unaudited)

On May 4, 2011, the Boards of Directors of the Company and the Partnership, including the “non-interested” Directors
(the “Independent Directors”), voted to approve the respective Investment Management Agreement and
Co-Management Agreement of the Company and the Partnership (each a “Management Agreement” and collectively,
the “Management Agreements”) for an additional one-year term.

In considering whether to recommend re-approval of the Management Agreements, the Independent Directors
reviewed materials provided by the Investment Manager, the Co-Manager, fund counsel and independent
counsel.  The Directors also met with senior personnel of the Investment Manager and discussed a number of topics
affecting their determination, including the following:

(i) The nature, extent and quality of services provided by the Investment Manager and Co-Manager.  The Independent
Directors reviewed the services that the Investment Manager and Co-Manager provide to the Company and the
Partnership.  The Independent Directors noted the comprehensive range of such services and that the Investment
Manager had developed reporting, valuation and other procedures that were customized to the specialized natures of
the Company and the Partnership, and that the Investment Manager had expertise in administering such
procedures.  In addition, the Independent Directors considered the size, education, background and experience of the
Investment Manager’s and Co-Manager’s staff.  They also took into consideration the Investment Manager’s and
Co-Manager’s quality of service and noted their longevity in the industry.  Lastly, the Independent Directors reviewed
the Investment Manager’s ability to attract and retain quality and experienced personnel.  The Independent Directors
concluded that the scope of services expected to be provided by the Investment Manager and Co-Manager to the
Company and the Partnership and the experience and expertise of the personnel performing such services was
consistent with the nature, extent and quality expected of an Investment Manager of investment vehicles such as the
Company and the Partnership.

(ii) Investment performance of the Company, the Partnership and the Investment Manager. The Independent Directors
reviewed the past investment performance of the Company and the Partnership and other funds for which the
Investment Manager provides investment advisory services, both on an absolute basis and as compared to other funds
that had invested in similar investments, as well as general market indices, and the Independent Directors noted that
the Company and the Partnership had performed satisfactorily.
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Special Value Continuation Fund, LLC
 (A Delaware Limited Liability Company)

Approval of Investment Management Agreements
(Unaudited)

(iii) Cost of the services provided and profits realized by the Investment Manager from the relationship with the
Company and the Partnership. The Independent Directors considered the cost of the services provided by the
Investment Manager.  As part of their analysis, the Independent Directors gave substantial consideration to the
compensation payable to the Investment Manager, the terms of which are summarized in the footnotes to the financial
statements included in this report.  The Independent Directors also noted the types of expenses for which the
Company and the Partnership on the one hand, or the Investment Manager and Co-Manager on the other, are
responsible.  In reviewing the management compensation, the Independent Directors considered the management fees
and operating expense ratios of other registered and non-registered funds managed by the Investment Manager and by
other managers that had somewhat comparable investment programs. The Independent Directors also noted that the
compensation provisions had been subject to extensive discussion with several of the large institutional investors in
the Company and the Partnership.

The Independent Directors also reviewed information regarding the profitability to the Investment Manager of its
relationship with the Company and the Partnership and information on the financial condition of the Investment
Manager.  The Independent Directors noted that the Investment Manager and Co-Manager and their affiliates did not
receive revenues from any other source, such as brokerage commissions or origination fees, in relation to the
Company and the Partnership.  The Independent Directors found that the profits realized by the Investment Manager
from its relationship with the Company and the Partnership were reasonable and consistent with the Investment
Manager’s fiduciary duties.  The Independent Directors noted that the Co-Manager was unable to provide the Directors
with the information requested on the profitability to the Co-Manager of its relationship with the Company and the
Partnership.  The Independent Directors also found that the Investment Manager and Co-Manager each had the
financial resources necessary to continue to carry out their respective functions.

The Independent Directors concluded that the management and performance fees for the Investment Manager and
Co-Manager were reasonable.

(iv) The extent to which economies of scale would be realized as the Company and the Partnership grow and whether
fee levels would reflect such economies of scale.  In light of the Company’s and the Partnership’s predetermined sizes
and policies of distributing all realized income, the Independent Directors determined that the possibility of economies
of scale was not relevant with respect to the current structures of the Company and the Partnership and accordingly
did not consider whether fee levels would reflect any economies of scale.

In considering the Management Agreements, no single factor was determinative to the decision of the
Directors.  Rather, after weighing all of the reasons discussed above, the Independent Directors unanimously
recommended re-approval of each of the Management Agreements.
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ITEM 2. CODE OF ETHICS.

Not applicable for filing of Semiannual Reports to Shareholders.

ITEM 3. AUDIT COMMITTEE FINANCIAL EXPERT.

Not applicable for filing of Semiannual Reports to Shareholders.

ITEM 4. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

Not applicable for filing of Semiannual Reports to Shareholders.

ITEM 5. AUDIT COMMITTEE OF LISTED REGISTRANTS.

Not applicable.

ITEM 6. SCHEDULE OF INVESTMENTS

Included in Semiannual Shareholder Report in Item 1.

I T E M
7. 

DISCLOSURE OF PROXY VOTING POLICIES AND PROCEDURES FOR CLOSED-END
MANAGEMENT INVESTMENT COMPANIES.

Not applicable for filing of Semiannual Reports to Shareholders.

ITEM 8. PORTFOLIO MANAGERS OF CLOSED-END MANAGEMENT COMPANIES.

Not applicable for filing of Semiannual Reports to Shareholders.

I T E M
9. 

PURCHASES OF EQUITY SECURITIES BY CLOSED-END MANAGEMENT INVESTMENT
COMPANY AND AFFILIATED PURCHASERS.

None.

ITEM 10. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

None.

ITEM 11. CONTROLS AND PROCEDURES.

          (a)               The Registrant’s Chief Executive Officer and Chief Financial Officer have evaluated the Registrant’s
disclosure controls and procedures within 90 days of this filing and have concluded that the Registrant’s disclosure
controls and procedures were effective, as of that date, in ensuring that information required to be disclosed by the
Registrant in this Form N-CSR was recorded, processed, summarized, and reported in a timely manner.

          (b)                None.
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ITEM 12. EXHIBITS.

          (a)                (1)      Not applicable for filing of Semiannual Reports to Shareholders.

          (a)                (2)       Certification pursuant to Rule 30a-2(a) under the Investment Company Act of 1940 (17
CFR 270.30a-2(a)) is filed and attached hereto as Exhibit 99.CERT.

          (a)                (3)       Not applicable.

          (b)                Certification pursuant to Rule 30a-2(b) under the Investment Company Act of 1940 (17 CFR
270.30a-2(b)) is furnished and attached hereto as Exhibit 99.906CERT.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Special Value Continuation Fund, LLC

By: /s/ Hugh Steven Wilson
Name:   Hugh Steven Wilson
Title:     Chief Executive Officer
Date:     September 7, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, this
report has been signed below by the following persons on behalf of the Registrant and in the capacities and on the
dates indicated.

By: /s/ Hugh Steven Wilson
Name:   Hugh Steven Wilson
Title:     Chief Executive Officer
Date:     September 7, 2011

By: /s/ Paul L. Davis
Name:   Paul L. Davis
Title:     Chief Financial Officer
Date:     September 7, 2011
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