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Dear Partners,
The Centaur Value Fund produced a return of +5.1% net to partners in June as
compared to a +4.1% return for the S&P 500 index and a +3.8% return for the NASDAQ
Composite. The Fund’s full return information is shown in the table below:
Centaur Value Fund – Gross Return
Centaur Value Fund – Net Return**
S&P500
NASDAQ Composite

JUNE
+ 5.1%
+ 5.1%
+4.1%
+3.8%

YTD 2012
+5.9%
+5.9%
+9.5%
+12.7%

SINCE INCEPTION
+335.1%
+255.7%
+82.4%
+121.0%

The table above shows the performance of the Centaur Value Fund for various periods since the inception of the Fund
on August 1, 2002. All CVF figures and S&P500 returns include the impact of dividends. NASDAQ historical
performance does not include the impact of dividends. The Gross Return includes the impact of the standard
management fees and expenses, but does not include incentive-based fees. Monthly and year-to-date figures are
estimates and un-audited. Inception to date figures incorporate audited results from prior years and un-audited results
from the current year. See the section entitled “Important Notes” at the end of this letter for more information.
**The Centaur Value Fund Net Returns reflects the experience of an investor who came into the Fund on August 1,
2002, and did not add to or withdraw from the Fund through the end of the most recently reported period. The reported
net return figure includes the impact of all performance-based fees as well as high water marks in the cumulative
return. However, each investor’s individual return will vary depending upon the timing of their investment, the effects
of additions and withdrawals from their capital account, and each individual’s high water mark, if any.

June Update
The Fund bounced back in June from a tough month in May. The Fund’s monthly
performance was fueled in part by the recovery in the stock price of Ancestry.com,
which soared nearly 30% on news that the company had hired an investment banker to
consider a possible sale. The rest of our long book also performed strongly, riding the
wave of the market’s overall strength. The predictable drag we experienced from the
short portfolio was quite manageable given the market’s rise in the month, leaving the
Fund with a solid +5.1% return for June.
For the first half of 2012, the S&P500 returned +9.5% while the NASDAQ returned
+12.7% and the Russell 2000 small-cap index was up +7.8%. CVF returned +5.9% net to
partners for the first six months of 2012.
A Mistake Not Made
We have long been devoted to the practice of maintaining written research on each of
our Fund’s investment ideas as a way to document our thoughts and expectations for
each idea. Generally, our research should explain why a given investment should work,
the risks that might keep it from working, and define a range of plausible scenarios that
we use to formulate our valuation assumptions.
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As ideas play out, we document the interim events and any decisions we make along the
way. If an investment doesn’t work out, we try to determine whether there is a lesson to
be learned that will benefit us in our future decisions.
While this research process is time consuming, over the years we have come to believe
in the approach even though there can be periods where the process doesn’t seem like it
is helping our performance. Even worse, we occasionally succumb to mistakes that we
should have recognized from prior experience, usually after sufficient time has passed to
take the sting out of the prior event. Recently, however, we encountered a situation
where we did benefit from having documented our experience with a similar investment
many years ago.
Betting on the Jockey Rather than the Horse
As part of our search for promising investments, we look for management teams with
great long term track records and that are strongly aligned with common shareholders.
Over time, however, we have learned that so-called “jockey” investments can be a form
of a value trap in certain conditions. Often, the reputation and track record of a manager
or team can overshadow the quality and value of the underlying business. An
investment based on faith that a given management will create value without careful
analysis of the assets in place can be dangerous, and such stocks are prone to a “halo
effect” that lasts until something goes wrong. It is easy as investors to become
infatuated with a great management team to the extent that one might be willing to buy
a stock without being entirely sure of getting great value for the underlying business. It
is therefore quite common for businesses with well-known and well regarded
management to trade for a significant premium to comparable peers.
What we’ve learned is that while we very much prefer to have great “jockeys” directing
our investment horses, it is usually a mistake to pay a premium for the privilege. It is
usually far better to patiently wait until the stock gets cheap enough to eliminate any
management premium. By not paying extra for management, we protect ourselves from
the same types of errors in judgment that can occur when assessing business quality or
business valuation. When the management team either turns out not to be as good as
hoped or alternatively where good management simply makes what turns out to be a
mistake that impairs investment value, capital is protected to some degree by ensuring
that we do not overpay for the underlying assets or business.
Back in 2006, we decided to make an exception to the above rule of buying the assets at a
discount and getting the management for free. The stock was Sears Holdings, and the
“jockey” was Edward Lampert. At the time, we wrote an internal research document
arguing that Lampert’s track record was so good that we should purchase Sears
Holdings even though we couldn’t make a strong and convincing case that the stock was
undervalued. Rather, we made the case that the risk of missing out on the potential
benefits of such an obviously great manager in his prime would be the greater sin. In
essence, we were willing to pay up for value that hadn’t yet been created because we
were so sure it would be. We realized our mistake a year or so later and sold the stock.
We never had any real idea what Sears Holdings was worth, and we still don’t.
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Recently we were struggling with the temptation to invest in a new idea featuring many
of the same ingredients: a management team with impressive credentials that is highly
incentivized to create value for shareholders taking over a business that has been
performing poorly relative to peers, making it ripe for a management turnaround. The
stock was JC Penney, which was trading for about $35 at the time of our initial analysis.
After working through several iterations of the potential valuation case, we still couldn’t
come up with a clear picture of what the business is worth with any high level of
conviction. Still, the idea seemed to pull at us, until we asked ourselves a simple
question: if this idea doesn’t work out, is there an obvious mistake that we will be able to
point to and kick ourselves for having made? The answer was yes – that we would be
making the Sears Holdings “jockey” mistake. We decided against the investment.
In any event, JCP now trades at a much lower price than when we first looked at it, and
the market no longer views the management through the same rose-colored lenses it did
even three months ago. While we still have a very high regard for the management
team at JCP, we haven’t been able to get any more comfortable with our ability to value
the business. So even at the much lower price, JC Penney is not an easy call for us.
While we won’t be surprised to see JC Penney work out as an investment – particularly
from the recent $20 price – we simply have been unable to get to the point where we
have great conviction in the idea. Until we do, we will leave it to others who may
understand it better -- and we won’t kick ourselves if it turns out to be a money maker
for someone else. We are grateful, however, for the benefit of having documented a
mistake we made back in 2006 so that we did not repeat it in 2012.
Despite June’s strong performance, we believe that the Fund’s portfolio should be
performing better than it has recently. We continue to diligently search the market for
clear and compelling value and remain optimistic about the Fund’s future prospects. As
always, we greatly appreciate your continued investment in the Centaur Value Fund.
Respectfully yours,

Zeke Ashton
Centaur Capital Partners
1460 Main Street, Suite 234
Southlake, TX 76092
Telephone (main) 817-488-9632
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IMPORTANT NOTES
This report is being furnished by Centaur Capital Partners (“Centaur”) on a confidential basis
and does not constitute an offer, solicitation or recommendation to sell or an offer to buy any
securities, investment products or investment advisory services. This report is being provided to
existing limited partners for informational purposes only, and may not be disseminated,
communicated or otherwise disclosed by the recipient to any third party without the prior
written consent of Centaur.
An investment in the Fund (“CVF”) involves a significant degree of risk, and there can be no
assurance that its investment objectives will be achieved or that its investments will be profitable.
Certain of the performance information presented in this report are unaudited estimates based
upon the information available to Centaur as of the date hereof, and are subject to subsequent
revision as a result of the CVF’s audit. The performance results of CVF include the reinvestment
of dividends and other earnings. Past performance is not necessarily a reliable indicator of future
performance of CVF. An investment in CVF is subject to a wide variety of risks and
considerations as detailed in the confidential memorandum of CVF.
References to the S&P 500, NASDAQ Composite and other indices herein are for informational
and general comparative purposes only. There are significant differences between such indices
and the investment program of CVF. CVF does not invest in all or necessarily any significant
portion of the securities, industries or strategies represented by such indices. References to
indices do not suggest that CVF will or is likely to achieve returns, volatility or other results
similar to such indices.
This presentation and the accompanying discussion include forward-looking statements. All
statements that are not historical facts are forward-looking statements, including any statements
that relate to future market conditions, results, operations, strategies or other future conditions or
developments and any statements regarding objectives, opportunities, positioning or prospects.
Forward-looking statements are necessarily based upon speculation, expectations, estimates and
assumptions that are inherently unreliable and subject to significant business, economic and
competitive uncertainties and contingencies. Forward-looking statements are not a promise or
guaranty about future events.
The information in this presentation is not intended to provide, and should not be relied upon
for, accounting, legal, or tax advice or investment recommendations. Each recipient should
consult its own tax, legal, accounting, financial, or other advisors about the issues discussed
herein.
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