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March 31, 2012
Dear Partner,
Our fund rose 10.3% in March vs. gains of 3.3% for the S&P 500, 2.1% for the Dow and 4.3%
for the Nasdaq. Year to date, during the best first quarter for the S&P 500 and Dow since 1998,
and the best for the Nasdaq since 1991, our fund also had its best first quarter, jumping 24.5% vs.
12.6% for the S&P 500, 8.8% for the Dow and 18.9% for the Nasdaq.
On the long side, winners included Iridium warrants (45.1%), dELiA*s (32.1%), JP Morgan
Chase (17.2%), Howard Hughes (15.0%), Citigroup (9.7%), Wells Fargo (9.1%), AB InBev
(8.1%), and Goldman Sachs (8.0%). Our only losers of note on the long side were J.C. Penney
(-10.5%) and Grupo Prisa (B shares) (-8.6%).
Despite the market’s rise, we eked out a gain on the short side thanks to our two largest short
positions, Green Mountain Coffee Roasters (which in last month’s letter we said is likely to be
the next Krispy Kreme) and InterOil, falling 27.9% and 14.5%, respectively. Also contributing
on the short side were First Solar (-22.4%) and OpenTable (-16.6%), offset by St. Joe (18.0%),
Tesla (11.5%), and Lululemon (11.5%).
Let the Market Be Your Servant, Not Your Guide
Three months ago, in our 2011 annual letter (user name: tilson; pw: funds), we wrote:
We struggle with how bad of a grade to give ourselves for 2011 because in some ways it’s too
early to tell. Yes, many of our stocks took beatings during the year, but only time will tell
whether we were wrong or just early. We think in most cases the latter, given that we still own
meaningful positions in 8 of our 10 (and 15 of our 20) biggest losers on the long side in 2011. If
even a handful of these stocks perform like we think they will in the next 1-3 years, we won’t
look as dumb as we do today – and thus we might give ourselves a C for 2011. If these stocks
don’t recover, then we deserve a D.

Little did we know that we should have written “in the next 1-3 months” rather than “1-3 years.”
While we have been pleasantly surprised – indeed, shocked – at how quickly so many of our
positions have rebounded, we are not at all surprised that they did. For nearly every stock we
owned last year, the market was telling us that were we wrong, but as we wrote in our annual
letter:
[T]o quote Ben Graham, you must let the market be your servant, not your guide. Just because
other investors are selling in a panic doesn’t mean you should. In some cases, the herd is right,
but the real money is made betting against the herd when it’s wrong. It may be the right thing to
sell and move on – you don’t have to make it back the same way you lost it – but the decision
whether to do so mustn’t be guided by other investors’ behavior.
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Our approach is to tune out the short-term noise and carefully evaluate the company and its
management, focusing on the long-term track record rather than the short-term poor performance.
The key question to ask is: has anything changed that leads us to believe that the recent
performance is likely to be permanent, or is this just one of those inevitable periods of bad luck
and/or fixable mistakes, such that the company is likely to revert to its long-term
outperformance?
In the case of most of our poorly performing stocks of 2011, we believe the latter is the case, so
we held or bought more. We think the same will prove to be true for our fund, as neither our
investment approach, which is rooted in the timeless principles of value investing, nor our ability
to execute on it has changed.

This chart shows the 2012 performance of our 15 largest long positions at the end of 2011
(which we disclosed in our annual letter):
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As you can see, our conviction in holding (and in some cases adding to) most of them has paid
off handsomely, as we have recouped roughly two-thirds of last year’s losses in only three
months.
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15 Largest Long Positions
Here are our 15 largest long positions today (in descending order of size):
1. Berkshire Hathaway
2. Iridium (stock & warrants)
3. Howard Hughes Corp.
4. Citigroup
5. Goldman Sachs
6. JC Penney
7. Netflix
8. SanDisk
9. AIG
10. Pep Boys
11. Alexander & Baldwin
12. Dell
13. Resource America
14. MRV Communications
15. Grupo Prisa (B)
As you can see, this list hasn’t changed much since the end of 2011, so what we wrote in our
January letter continues to be true:
Some might say that we have a hot hand so far this year, but this would be incorrect. Our hands
have been largely idle, as our portfolio today is nearly identical to the one that did so poorly last
year.

The only changes to our top-15 holdings are two new positions, Alexander & Baldwin and AIG,
and long-time holding Resource America moving into the top-15 list thanks to its 35.4% jump
this year. Moving off the list are AB InBev, Microsoft and Wells Fargo, which we still hold, but
are among our 16th-20th largest positions.
(Note that we own all of our position in JP Morgan Chase and part of our positions in Wells
Fargo and AIG in the form of TARP warrants, unique instruments that are effectively very longdated call options. We also own meaningful long-dated call option positions for Berkshire
Hathaway, Goldman Sachs, and Wells Fargo, and smaller ones for Dell and Microsoft. All of
these positions are, economically, larger than they appear.)
Panicked Headline Investing
As value investors, we often invest in companies and industries that are deeply out of favor
because that’s where bargains – babies thrown out with the bathwater – often lie. At the extreme
end of this spectrum is what we call “panic headline investing.” The opportunity arises when
something goes terribly wrong at a well-known company, resulting in very negative headlines
that lead to the widespread view that the company is so toxic that its stock is uninvestable at any
price – and thus panic selling. We love buying from sellers who don’t care about price.
Sometimes panicked headlines affect an entire sector such as financial stocks during the credit
crisis and, to a much lesser extent, last August and September at the peak of the European
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sovereign debt crisis (we took advantage in 2008/09 with Berkshire Hathaway, Wells Fargo and
American Express, and last fall with Citigroup and Goldman Sachs, among others). But during
normal times, it’s usually something company-specific. A classic example is BP during the oil
spill in mid-2010 (another one we profited immensely from). Over the past year, other examples
we’d cite are News Corp last August (phone hacking), Hewlett Packard last August and
September (management shakeup), Netflix last October (Qwikster debacle), Jeffries Group last
October (MF Global bankruptcy), Sears Holdings last December (bankruptcy fears), and
Diamond Foods in February (accounting scandal).
We look closely at all of these situations and occasionally invest in one. For example, of the six
recent ones noted above, we invested in two: Netflix, which has been very profitable and which
we continue to own, and Jeffries Group, which we have nearly entirely exited after almost
doubling our money. Why did we invest in these two and take a pass on the other four? It’s hard
to say – to some extent, after all of our analysis, it comes down to gut-level comfort. Given the
success we’ve had doing this type of investing, perhaps we should try harder to get comfortable
with these situations more often…
Iridium
Iridium reported strong earnings in early March, leading the stock to rise 14.7% during the
month and the warrants, which comprise the bulk of our position, to jump 45.1%. The company
beat estimates for Q4 and affirmed guidance for 2012, but what really moved the stock is the
news that a major hosted payload deal is imminent. Here’s the summary from an analyst report:
Hosted payload announcement pending. Iridium expects to announce a NextGen air
traffic control agreement in early 2Q, working in conjunction with a consortium of
commercial partners. As previously stated, we believe this opportunity could contribute
EBITDA of $100+ million annually (on top of the core business) once NEXT is launched.

dELiA*s
We’ve owned nearly 10% of teen apparel retailer dELiA*s for a number of years and it’s been a
dreadful value trap, but the stock jumped 32.1% in March thanks to a positive earnings report.
The current CEO, Walter Killough, took over nearly two years ago and there’s finally evidence
that his turnaround plan is taking off. In the recent earnings release, he said:
Since the start of January we are beginning to see customer acceptance and positive sales in all channels
with our new merchandising strategy, which reflects shorter lead times and more frequent deliveries of new
product, with the ability to chase business effectively. We are optimistic that this shift in strategy, among
other key initiatives in real estate and the web, will position us to drive improved financial performance for
the long term.

MRV Communications
Glenn recently joined the board of directors of MRV Communications, which recently
announced that it closed the sale of one of its operating businesses, CES Creative Electronic
Systems, for $28.4 million, which is meaningful for a company with a market cap of only $166
million.
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Presentation
We gave the presentation attached in Appendix A to Stern (NYU) business school students last
week. It is entitled “U.S. Economic Overview, What Worries Us, Our View of the Market, The
Opportunity in Large-Cap Blue-Chip Stocks Today, and Some Stock Ideas.”
K-1s
We are still waiting on K-1s for two small investments we’ve made, which is delaying our K-1s,
but we expect to email them to you in approximately one week. If you would like us to send a
copy of your K-1 to anyone other than yourself (such as your accountant), please email Kelli at
KAlires@T2PartnersLLC.com.
Form ADV, Part 2
Attached in Appendix B is the latest version our Form ADV, Part 2, which we are required to
update and send you once a year. According to the SEC’s web site, it:
requires investment advisers to prepare narrative brochures written in plain English that contain
information such as the types of advisory services offered, the adviser’s fee schedule, disciplinary
information, conflicts of interest, and the educational and business background of management
and key advisory personnel of the adviser. The brochure is the primary disclosure document that
investment advisers provide to their clients.

Conclusion
Thank you for your continued confidence in us and the fund. As always, we welcome your
comments or questions, so please don’t hesitate to call us at (212) 386-7160.
Sincerely yours,
Whitney Tilson and Glenn Tongue
The unaudited return for the T2 Qualified Fund versus major benchmarks (including reinvested
dividends) is:
March
Year to Date Since Inception
T2 Qualified Fund – net
10.3%
24.5%
31.2%
S&P 500
3.3%
12.6%
44.6%
Dow
2.1%
8.8%
54.6%
NASDAQ
4.3%
18.9%
57.4%
Past performance is not indicative of future results. Please refer to the disclosure section at the end of this letter. The T2
Qualified Fund was launched on 7/1/04.
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T2 Qualified Fund Performance (Net) Since Inception
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T2 Qualified Fund Monthly Performance (Net) Since Inception
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-0.4 7.1 4.6 4.9 23.7 15.8 -5.9 5.5 -25.4 -37.0 37.0 26.5 12.1 15.1 -24.1 2.1
TOTAL
Note: Returns in 2009 and 2012 reflect the benefit of the high-water mark, assuming an investor at inception.
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Disclaimer

U.S. Economic Overview

THIS PRESENTATION IS FOR INFORMATIONAL AND EDUCATIONAL
PURPOSES ONLY AND SHALL NOT BE CONSTRUED TO CONSTITUTE
INVESTMENT ADVICE. NOTHING CONTAINED HEREIN SHALL CONSTITUTE
A SOLICITATION, RECOMMENDATION OR ENDORSEMENT TO BUY OR
SELL ANY SECURITY OR OTHER FINANCIAL INSTRUMENT.
INVESTMENT FUNDS MANAGED BY WHITNEY TILSON AND GLENN
TONGUE OWN STOCK IN MANY OF THE COMPANIES DISCUSSED HEREIN.
THEY HAVE NO OBLIGATION TO UPDATE THE INFORMATION CONTAINED
HEREIN AND MAY MAKE INVESTMENT DECISIONS THAT ARE
INCONSISTENT WITH THE VIEWS EXPRESSED IN THIS PRESENTATION.
WE MAKE NO REPRESENTATION OR WARRANTIES AS TO THE
ACCURACY, COMPLETENESS OR TIMELINESS OF THE INFORMATION,
TEXT, GRAPHICS OR OTHER ITEMS CONTAINED IN THIS PRESENTATION.
WE EXPRESSLY DISCLAIM ALL LIABILITY FOR ERRORS OR OMISSIONS IN,
OR THE MISUSE OR MISINTERPRETATION OF, ANY INFORMATION
CONTAINED IN THIS PRESENTATION.
PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS AND
FUTURE RETURNS ARE NOT GUARANTEED.
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The Streettalk/Mauldin Economic Output Index
Indicated a Recession Last August, After QE2 Ended,
But Operation Twist Appears to Have Worked

The U.S. Has Had 10 Consecutive Quarters of Economic Growth,
and the Recovery Appears to Be Picking Up Steam, But the Great
Recession Was More Severe Than Previously Thought

6
Latest estimate

The recovery appears to be picking up steam

Previous estimate
4
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The Great Recession
was more severe
than previously thought
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For Q4 ’08, the initial estimate
was -3.8%;
it was then revised to -6.8%;
and again recently to -8.9%
Note: The Streettalk/Mauldin Economic Output Index is composed of a weighted average of the following nine indexes: Chicago Fed National Activity Index, Chicago PMI, The Streettalk ISM Composite Index,
Richmond Fed Manufacturing Survey, Philly Fed Survey, Dallas Fed Survey, Kansas City Fed Survey, The National Federation of Independent Business Survey, Leading economic indicators
Source: John Mauldin, The Recession of 2011?, 8/20/11.

Source: Bureau of Economic Analysis, through 3/29/12 report.
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The Unemployment Rate Is Falling, Though It Remains High at 8.3%

Job Creation Has Been Positive for 24 Consecutive
Months and Has Been Picking Up in Recent Months

And the situation remains grim for the long-term unemployed (those jobless
for more than half a year), who account for 42.6% of the unemployed
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Source: Bureau of Labor Statistics, nonfarm payrolls, seasonally adjusted.

Source: Bureau of Labor Statistics, nonfarm payrolls, seasonally adjusted.
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Job Losses Have Been More Severe Than Any
Downturn Since the Great Depression –
And the Recovery Has Been Weak

Relative to the Last Two Recoveries, Private Non-Residential
Investment Has Been Strong, But This Has Been Offset By a Weak
Housing Market and Shrinking Government Spending and Jobs

3.9% of All Jobs Are Still Missing
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Source: New York Times, 2/10/12.
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Overview

What Worries Us

We are cautiously optimistic that a modest economic recovery is
underway in the U.S., but with the S&P 500 up more than 10%,
the markets have already had a good year so we don’t see much
upside unless the economy really takes off, which we think is
unlikely. And there are a number of factors that could derail the
recovery (in descending order of concern):
1. The U.S. housing market turns down
2. The European banking system enters another crisis, most
likely due to a severe recession and/or a sovereign debt crisis
in Spain or Italy
3. A sharp slowdown or recession in China, most likely due to
the bursting of its real estate bubble
4. A sovereign debt crisis in Japan
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The Housing Market is Showing Some Signs of Life,
Though It’s Hard to Tell How Much is Due to
Temporary/Seasonal Factors

More Mortgage Meltdown
Was Published in May, 2009

Sequential Home Prices February 2000-January 2012
2.0%

The trend
is weak

1.0%
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-1.0%

Red circles represent April June each year

-2.0%

-3.0%

Source: S&P Case-Shiller 20-city index, non-seasonally adjusted, through 1/12.
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Summary of the U.S. Economic Outlook:
There is a Wide Range of Potential Outcomes

Summary of the Housing Market
Housing starts, traffic, sales, etc. were all up this winter, leading many investors, analysts, and policymakers to believe that housing has
achieved "escape velocity" and a durable recovery is occurring. Some of the rise in year-over-year activity is no doubt due to strengthening
GDP and employment. HOWEVER, there are many factors that are or might prove to be stimulus-driven, seasonal, and transitory. This
"dash-to-trash" is reminiscent of the first half of 2010 when the homebuyer tax-credit was expiring (and, suspiciously, kicked into gear around
the time):
–
The Fed has pushed interest rates way down – and promised to keep them there for many years – leading to 30-year mortgage
rates falling to near all-time lows (though they’re risen to 4.10% in recent weeks, a five-month high)
–
The combination of low interest rates and depressed housing prices mean that affordability is very high
–
One of the mildest winters ever, with very low precipitation and snowfall in major metropolitan regions around the nation, bridged
the fall and spring seasons
–
The government has announced/implemented a variety of new foreclosure prevention programs (HARP, HAMP, HAFA, servicer
settlement, REO-to-rental) that has: a) reduced the flood of foreclosures and short sales, thereby reducing the distressed
inventory overhang, at least temporarily; and b) stimulated demand, especially from investors
–
FHA insurance fees are scheduled to go up on April 1st
–
The FHA is seeking to reduce the amount of seller contributions allowed (currently capped at 6%)
The items above in sum dwarf the stimulus benefit and pulled-forward effect of the $8,000 homebuyer tax credit in 2010.
The housing market is increasingly bifurcating in several ways:
–
Low-end markets around the nation are strong while mid-to-high end markets remain depressed
–
The distressed foreclosure and short sale supply is artificially low and will rise in 2012
–
Investors make up the lion's share of the increase in year-over-year housing activity. Obviously, these buyers have little appetite
for newly built houses
–
Assuming foreclosures and short sales remain constricted, there will be limited supply to feed the appetite of investors and firsttime buyers, thereby depressing housing market activity, likely beginning in mid-year 2012
–
Repeat buyers are vital to homebuilders and the macro housing market. However, at least half of the 54 million homeowners with
mortgages do not have enough equity to sell their home and rebuy another, which involves paying a realtor 6% and putting 10%
to 20% down.
Bottom line: The market for existing homes, overall, is likely in the early phases of a gradual recovery, but there is little need for new homes,
so the rally in the stocks of the homebuilders – the iShares Dow Jones US Home Construction ETF (ticker: ITB) is up 85% from its October
2011 lows, leading many of them to trade near 2x book value – is likely to prove ephemeral.

Doug Kass of Seabreeze Partners lays out four possible scenarios and their respective likelihoods, which
generally mirrors our view:
1. Scenario No. 1 -- Muddle Through (probability: 60%): The U.S. muddles through with 1.5%-2.0% real GDP
growth, and the European economies suffer a modest (but contained) business downturn. S&P 500 profits for
2012 trend toward a range of $103-$105 a share as some margin slippage occurs. Stocks, valued at 13.25x
under this outcome, have 2% upside over the next 12 months. S&P 500 target is 1,375.
2. Scenario No. 2 -- Below Consensus Economic Growth (probability: 30%): The U.S. experiences a
disappointing sub-1% real GDP growth rate, and Europe experiences a medium-scale recession. S&P 500
profit forecasts for 2012 are cut back to $98 to $100 a share (only slightly above 2011's levels). Stocks,
valued at 12x under this outcome, have 12% downside risk over the next 12 months. S&P target is 1185.
3. Scenario No. 3 -- Economic Reacceleration Above Consensus (probability: 10%): The pace of U.S. economic
recovery reaccelerates to above-consensus forecasts (3%-plus real GDP) based on pro-growth fiscal policies
geared toward generating job growth; corporate profit margins being preserved (with low inflation and
contained wage growth); interest rates remaining low; and housing recovering sharply, owing to the adoption
of aggressive plans by the government to enact a massive home refinancing effort and deplete the excess
inventory of unsold homes. Europe stabilizes (and experiences only a shallow recession), and China has a
soft landing. S&P 500 profit estimates for 2012 are raised modestly to $106 to $110 per share. Stocks, valued
at 14.5x under this outcome, have 16% upside over the next 12 months. S&P target is 1,565.
4. Scenario No. 4 -- Recession (probability: 0%): The U.S. enters a recession precipitated by a loss of business
and consumer confidence, producing a fall in manufacturing output and personal consumption expenditures.
A series of bank failures and sovereign debt defaults in the eurozone contribute to a deep European
recession and a hard landing in China and India. S&P 500 earnings estimates for 2012 are materially slashed
to $75 to $80 per share. Stocks, valued at 10.0x under this outcome, have 42% downside risk over the next
12 months. S&P target is 775.

The U.S. Stock Market Had an Enormous Rally

Our View of the Stock Market
S&P 500 Index

Source: BigCharts.com
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Based on Inflation-Adjusted 10-Year Trailing
Earnings, the S&P 500 at 21.9x Is Trading at a
13% Premium to Its 50-Year Average of 19.4x

Interest Rates on Long-Term Govt. Bonds
12/31/64: 4.20%
12/31/81: 13.65%
12/31/98: 5.09%
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Range-bound markets

See: Active Value Investing: Making Money in Range-Bound Markets by Vitaliy Katsenelson
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Source: Stock Market Data Used in "Irrational Exuberance" Princeton University Press, 2000, 2005, updated, Robert J. Shiller.

Investors With a Long (10+) Year Time Horizon Are Nuts to
Prefer U.S. Treasuries Over Dividend-Paying Blue-Chip
Stocks Purchased at Moderate Multiples

Which Would You Rather Own
Over the Next 10 Years?

It is virtually certain that a well-diversified portfolio of dividend-paying blue-chip
stocks purchased at moderate multiples will far outperform 10-Year Treasuries
over the next decade

1) A 10-Year U.S. Treasury, currently yielding 2.21% (as of 3/28/12; the 2012 low
•
•
•
•
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Source: Ned Davis Research; WSJ Market Data Group; appeared in WSJ 6/16/09; GNP and
interest rate data: “Warren Buffett on the Stock Market”, Fortune, 12/10/01
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We Think We’re Likely in A Range-Bound Market – And
With Interest Rates Low and P/E Multiples High, It’s Hard to
See How a Sustained Bull Market Could Occur

was 1.83% on 1/31/12)
The U.S. was downgraded by S&P last year
Total political dysfunction in Washington
Huge looming liabilities
The monetary printing presses are running at high speed to fund our deficits and
stimulate our way out of the current economic downturn, leading to the likelihood of at
least moderate inflation over time

•

Especially when inflation is taken into consideration

•
•

Especially when the market has been close to flat for more than a decade
Total returns over the next decade for stocks should be in the 5-7% range – and likely
higher for solid companies with rich dividends trading at moderate multiples, as this
chart shows:

–

Inflation impairs the value of bonds, but not companies with pricing power due to strong
competitive moats

Or:
2) The following four stocks, all of which are rated AAA (higher than the U.S.
government) (the only ones left with this rating):
•
•
•
•
•

Exxon Mobil: dividend yield 2.2%, P/E multiple (based on 2012 estimates): 10.4x
ADP: 2.8% yield; P/E: 19.0x
Microsoft: 2.5% yield; P/E: 11.2x
Johnson & Johnson: 3.5% yield; P/E: 12.8x
Average yield: 2.8%; average P/E: 13.4x (equal to earnings yield of 7.5%)

Certain Portfolio Positions:
T2 Accredited Fund
15 Largest Long Positions
1. Berkshire Hathaway
2. Iridium (stock & warrants)
3. Howard Hughes Corp.
4. Citigroup
5. Goldman Sachs
6. JC Penney
7. Netflix
8. SanDisk
9. Pep Boys
10. Alexander & Baldwin
11. Dell
12. Resource America
13. AIG
14. Grupo Prisa (B)
15. MRV Communications
Note: As of 3/28/12. Stocks are ranked in descending order of position size.
-23-
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Appendix B

T2 PARTNERS MANAGEMENT, LP
767 5th Avenue, 18th Floor
New York, New York 10153
(212) 386-7160
www.T2PartnersLLC.com
03/30/2012

This Brochure provides information about the qualifications and business practices of T2
Partners Management, LP. If you have any questions about the contents of this Brochure,
please contact us at (212) 386-7160. The information in this Brochure has not been
approved or verified by the United States Securities and Exchange Commission or by any
state securities authority.
T2 Partners Management, LP is a registered investment adviser. Registration of an
Investment Adviser does not imply any level of skill or training. The oral and written
communications of an Adviser provide you with information about which you determine to
hire or retain an Adviser.
Additional information about T2 Partners Management, LP is also available on the SEC’s
website at www.adviserinfo.sec.gov.
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Item 2 – Material Changes
This Brochure, dated 03/30/2012 contains no material changes following updates from the
07/19/2011 version, which was our last update of our brochure.
Pursuant to new SEC Rules, we will ensure that you receive a summary of any material
changes to this and subsequent Brochures within 120 days of the close of our business’
fiscal year. We may provide other ongoing disclosure information about material changes,
as necessary.
We will further provide you with a new Brochure, as needed, based on changes or new
information, at any time, without charge.
Currently, our Brochure may be requested by contacting Kelli Alires at 212-386-7160 or
kalires@t2partnersllc.com. Our Brochure is also available on our web site
www.t2partnersllc.com, at no charge.
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Item 4 – Advisory Business
Advisory Services
4.A. Advisory Firm Description
T2 Partners Management, LP (“T2”) was formed in 2004 by Whitney Tilson and Glenn
Tongue. T2 serves as a discretionary investment adviser to private investment funds and
investment companies.
Principal Owners: Whitney Tilson and Glenn Tongue
4.B. Types of Advisory Services
T2 serves as a discretionary investment adviser to private investment funds and also to
investment companies registered under the Investment Company Act of 1940 (the “1940
Act”).
T2 or an affiliate will generally serve as general partner or managing member to each
domestic Private Fund. Services provided to Private Funds by T2 and/or an affiliate of T2
also may include organizing and managing their business affairs; acting as general partner;
executing and reconciling trades; coordinating the preparation of financial statements,
audit, and tax-related schedules; and drafting, printing and distributing correspondence to
Investors.
T2 manages two mutual funds: The Tilson Focus Fund (“Focus Fund”) and The Tilson
Dividend Fund (“Dividend Fund”). T2 utilizes Centaur Capital Partners (“Centaur”) as subadvisor to the Dividend Fund. Centaur, with oversight from the Advisor, makes day-to-day
investment decisions and selects broker-dealers for executing portfolio transactions,
subject to the brokerage policies established by the Trustees.
4.C. Client Investment Objectives/Restrictions
Investments for the private funds are managed in accordance with each private fund’s
offering documents and are not tailored to the individualized needs of any particular
investor in any of the private funds. Investments for mutual funds are managed in
accordance with each mutual fund’s investment objective, strategies and restrictions and
are not tailored to the individualized needs of any particular investor in the mutual funds.
T2 is authorized to enter into any type of investment transaction that it deems appropriate
for the Private Funds and Mutual Funds, pursuant to the Private Funds’ offering documents
4
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and to the Mutual Funds’ prospectus. No restrictions are imposed by clients other than
what is stated in the Mutual Funds’ prospectus or the Private Funds’ offering documents.
4.D. Wrap-Fee Programs
T2 does not participate in, nor is it a sponsor of, any wrap fee programs.
4.E. Assets Under Management as of 2/29/2012:
Discretionary basis: $333,396,061; 6 accounts
Non-Discretionary basis: $0
Item 5 – Fees and Compensation
5.A. Adviser Compensation
T2’s fees are described generally below and detailed in each client’s advisory agreement,
prospectus or offering documents. Management Fees may be waived or reduced with
respect to certain investors in the Private Funds.
Fee Schedule
The Private Funds: Private Funds refers to one or more of the four value-driven private
investment funds (T2 Accredited, T2 Qualified, Tilson Offshore and T2 SPAC). In
consideration for the provision of investment management services, T2 generally receives
a management or advisory fee equal to 1.5% annually. T2, in its discretion, may waive or
reduce the management Fee with respect to certain investors.
An affiliate of T2 shall receive an annual incentive allocation (the “Incentive Allocation”) at
the close of each year equal to twenty percent (20%) of the portion of the Private Fund’s
annual net income (including realized and unrealized gains and net of the management
Fee) attributable to each investor as of the close of such fiscal year in excess of the total
Management Fees charged to such investor for such year. The Incentive Allocation shall be
subject to a high water mark or loss carry forward provision. Investors in the Private
Funds who reside in the United States and whose assets in the Private Funds are subject to
performance fees are required to meet the definition of a “qualified client.”
The Mutual Funds: T2 is entitled to receive fees from each Mutual Fund pursuant to its
management agreement with the Trust. With respect to the Focus Fund, T2 receives a
monthly variable performance incentive fee comprised of an annual rate fee of 1.50% of
5
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average daily net assets (fulcrum fee), which is subject to a monthly performance incentive
adjustment (this can result in positive or negative performance adjustments of 45 bps).
With respect to the Dividend Fund, T2 will receive a monthly management fee equal to an
annual rate of 1.50% of the Dividend Fund’s net assets. In addition, T2 and the Mutual
Funds have entered into an Expense Limitation Agreement under which T2 has agreed to
reduce the amount of the investment advisory fees to be paid to T2 by the Mutual Funds for
certain months and to assume other expenses of the Mutual Funds, if necessary, in an
amount that limits annual operating expenses (exclusive of interest, taxes, brokerage fees
and commissions, investment advisory and/or variable performance incentive fees paid to
T2, extraordinary expenses and payments, if any, under the Rule 12b-1 Plan) to not more
than 0.45% of the average daily net assets of each of the Mutual Funds for the fiscal year
ending, October 31.
T2 pays the sub-advisor, Centaur, compensation for its sub-advisory services to the
Dividend Fund. Centaur receives from T2 quarterly compensation based on the Dividend
Fund’s average daily net assets at the rate of 0.75% less certain of T2’s marketing and
operating expenses. Centaur has also agreed to allow T2 to withhold from that
compensation up to one-half of T2’s expenses under the Expense Limitation Agreement as
it relates to the Dividend Fund. The Dividend Fund does not pay a direct fee to Centaur.
The management fee for the Dividend Fund is 1.50% per annum. The Fund charges no
loads or other marketing expenses. The Fund does have an early redemption penalty of 2%
of the account value for redemptions within the first year, which is paid to the Fund and not
to T2 or Centaur. The Adviser caps all other Dividend Fund expenses at 0.45% per annum,
with any excess fees above the stated threshold paid by T2 Partners and CCP on a pro-rata
basis as provided for in the sub-advisory agreement.
Other Advisory Fee Arrangements
T2 reserves the right, in its sole discretion, to negotiate and to charge different advisory
fees for certain accounts based on the client’s particular needs as well as overall financial
condition, goals, risk tolerance, and other factors unique to the client’s particular
circumstances.
5.B. Direct Billing of Advisory Fees
Management fees are debited from each client custodial account on a quarterly basis for
private funds and on a monthly basis for mutual funds.

6
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5.C. Other Non-Advisory Fees
T2’s fees are exclusive of brokerage commissions, transaction fees, and other related costs
and expenses which shall be incurred by the client. Clients may incur certain charges
imposed by custodians, brokers, third party investment and other third parties such as fees
charged by managers, custodial fees, deferred sales charges, odd-lot differentials, transfer
taxes, wire transfer and electronic fund fees, and other fees and taxes on brokerage
accounts and securities transactions.
Mutual funds and exchange traded funds also charge internal management fees, which are
disclosed in a fund’s prospectus. Such charges, fees and commissions are exclusive of and
in addition to T2’s fee, and T2 shall not receive any portion of these commissions, fees, and
costs.
Item 12 further describes the factors that T2 considers in selecting or recommending
broker-dealers for client transactions and determining the reasonableness of their
compensation (e.g., commissions).
5.D. Advance Payment of Fees
As a general matter, estimated advisory fees for the Private Funds are payable quarterly in
advance and equal to 0.375% (approximately 1.5% annually) of the net asset value of the
fund. At the end of the quarter, the actual advisory fee due for the quarter is calculated
based on each of the month end net asset values for that quarter, adjusted for investor
contributions and withdrawals. The estimated fee for the subsequent quarter is adjusted
for the over or underpayment from the prior quarter.
5.E. No Compensation of Sale of Securities or Other Investment Products
T2’s supervised persons do not accept compensation for the sale of securities or other
investment products, including asset-based sales charges or service fees from the sale of
mutual funds.
Item 6 – Performance-Based Fees and Side-By-Side Management
T2 is entitled to receive fees from each Mutual Fund pursuant to its management
agreement with the Tilson Investment Trust (“Trust”). With respect to the Tilson Focus
Fund, T2 receives a monthly variable performance incentive fee comprised of an annual
rate fee of 1.50% of average daily net assets (fulcrum fee), which is subject to a monthly
performance incentive adjustment (performance adjustment).
7
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Performance-based fee arrangements may create an incentive for T2 to recommend
investments which may be riskier or more speculative than those which would be
recommended under a different fee arrangement. Such fee arrangements also create an
incentive to favor higher fee paying accounts over other accounts in the allocation of
investment opportunities. T2 has procedures, such as blocking trades and allocating at
average price, which are designed and implemented to ensure that all clients are treated
fairly and equally, and to prevent this conflict from influencing the allocation of investment
opportunities among clients.
T2 manages both types of accounts within their respective strategies, given account
restrictions and/or constraints. We perform periodic reviews of the performance fee
accounts to assure consistency with the separate account fees.
Item 7 – Types of Clients
T2 serves as a discretionary investment adviser to private investment funds and registered
investment companies, also known as mutual funds.
Registered Investment Companies
The minimum initial investment is $1,500 ($1,000 under an automatic investment plan)
and the minimum subsequent investment is $100 ($50 under an automatic investment
plan). Each of the Funds may, in the Advisor’s or Sub-Advisor’s (in the case of the Dividend
Fund) sole discretion, accept certain accounts with less than the minimum investment.
Private Funds
Each Private Fund managed by T2 will be organized as a limited partnership or limited
liability company under the laws of the State of Delaware or another appropriate
jurisdiction or as an offshore entity. T2 expects each Private Fund to qualify for exemption
from the definition of “investment company” under the Investment Company Act of 1940
(“1940 Act”) under either Section 3(c)(1) or Section 3(c)(7) and to offer interests to
Investors pursuant to Regulation D under the Securities Act of 1933, as amended (“1933
Act”) and/or Regulation S under the 1933 Act. As a result, this disclosure brochure
(“Brochure”) may discuss information relevant to such Investors, as necessary or
appropriate. The minimum investment amounts for the private funds range from $100,000
to $1,000,000. Nonetheless, this Brochure is designed solely to provide information
about T2 and should not be considered to be an offer of interests in any Private Fund
advised by T2.

8
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Private Fund Investors are expected to include high net worth individuals and institutional
investors (meeting the qualifications of those exceptions and exemptions under which the
Private Fund operates) or non-U.S. Persons within the meaning of Regulation S, wishing to
invest in accordance with the Private Fund’s investment objective. Investors may be
required to meet the requirements for “accredited investors” under the 1933 Act and
“qualified clients” under the Advisers Act and in some cases will also be required to be
“qualified purchasers” under the 1940 Act and/or “qualified eligible persons” under
regulations of the Commodity Futures Trading Commission. Specific procedures and
restrictions apply to withdrawals from, and terminations of, an Investor’s position in a
Private Fund, as described in each Private Fund’s PPM. Minimum redemption amounts and
minimum capital account size may apply in the event of a partial withdrawal. An Investor
also may be required to redeem all or part of its interest in a Private Fund upon provision
of reasonable notice, or without such notice if necessary to ensure that the Private Fund
remains in compliance with applicable law. Private Funds may impose additional eligibility
restrictions on potential Investors.
Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss
8.A. Methods of Analysis and Investment Strategies
The Private Funds’ and Mutual Funds’ investment objectives are to achieve long-term aftertax capital appreciation commensurate with moderate risk, primarily by investing with a
long-term perspective in a concentrated portfolio of U.S. stocks.
In carrying out the Private Funds’ and Mutual Funds’ investment objectives, T2 Partners
seeks to buy stocks at what they believe is a steep discount to intrinsic value such that risk
of capital loss mitigated and there could be upside potential. Although the strategy and
asset allocation utilized by the Private Funds’ and Mutual Funds’ are primarily centered on
domestic publicly traded equities, the Adviser intends to follow a flexible approach in order
to place the Private Funds and the Mutual Funds in the best position to capitalize on
opportunities in the financial markets. T2 may take advantage of opportunities in other
asset classes if it meets the Adviser’s standard of investment merit.
The following is a brief description of each Private Fund and Mutual Fund:
T2 ACCREDITED FUND, LP: The objective is to buy and hold a concentrated
portfolio of securities for an extended period of time in order to achieve long-term
capital appreciation while minimizing risk. Currently, the fund accepts investments
from “accredited investors,” as defined in Rule 501 of Regulation D under the
9
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Securities Act of 1933, and “qualified clients,” as defined in Rule 205-3 under the
Investment Advisers Act of 1940.
T2 QUALIFIED FUND, LP: The primary objective is to achieve long-term after-tax
capital appreciation commensurate with moderate risk, primarily by investing with
a long-term perspective in a concentrated portfolio of U.S. stocks. Currently, the
fund only accepts investments from those meeting certain minimum suitability
requirements, including qualifying as a “qualified purchaser,” as defined in Section
2(a)(51)(A) of the 1940 Act, an accredited investor, and a qualified client.
TILSON OFFSHORE FUND, LTD: The fund is an exempted company incorporated
under the laws of the Cayman Islands. The fund’s investment objective is to achieve
long-term capital appreciation commensurate with moderate risk primarily by
investing with a long-term perspective in a concentrated portfolio of U.S. stocks. It
also offers shares to persons and entities outside of the United States that are not
U.S. Persons and to a limited number of Permitted U.S. Persons who are also
accredited investors and qualified clients.
T2 SPAC FUND, LP: The primary objective is to generate long-term capital
appreciation, primarily by investing in common stock and warrants of SPACs.
Currently, the fund accepts investments from “accredited investors,” as defined
in Rule 501 of Regulation D under the Securities Act of 1933, and “qualified
clients,” as defined in Rule 205-3 under the Investment Advisers Act of 1940.
TILSON FOCUS FUND: The fund is an open-ended mutual fund that follows a longterm, value-based investment strategy, seeking to identify stocks that are trading at
a substantial discount to their intrinsic value while attempting to maximize capital
appreciation.
TILSON DIVIDEND FUND: The fund is an open-ended mutual fund that follows a
long-term, value-based investment strategy, seeking to identify stocks that are
trading at a substantial discount to their intrinsic value. While both the Focus Fund
and Dividend Fund seek to maximize capital appreciation, the Dividend Fund also
seeks to generate current income from dividends and selling covered calls.
8.B. Material Risks of Investment Strategies
There can be no guarantee of success of the strategies offered by T2. Investment portfolios
may be adversely affected by general economic and market conditions such as interest
rates, currency fluctuations, availability of credit, inflation rates, changes in laws, and
national and international political circumstances. These factors may affect the level and
volatility of security pricing and the liquidity of an investment.
These Private Fund
strategies may involve short selling and do not employ limitations on any particular
sectors, industries, countries, regions or securities. Trading in the portfolios may affect
10
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investment performance, particularly through increased brokerage and other transaction
costs and taxes.
Generally, investment portfolios may be adversely affected by general economic and
market conditions such as interest rates, currency fluctuations, availability of credit,
inflation rates, changes in laws, and national and international political circumstances.
Also, regardless of any one company’s particular prospects, a declining stock market may
produce a decline in prices for all equity securities, which could also result in losses. The
typical risks of the investment strategies offered by T2 include, but are not limited to:
Management Style Risk. The performance of portfolio may be better or worse than
the performance of stock funds that focus on other types of stocks or have a broader
investment style.
Sector Focus Risk. The portfolios may be heavily invested in certain sectors, which
may cause the value of its shares to be especially sensitive to factors and economic
risks that specifically affect those sectors and may cause the value of the portfolio to
fluctuate more widely than a comparative benchmark.
Non-diversified Fund Risk. Because the portfolio may invest a greater portion of its
assets in securities of a single issuer or a limited number of issuers than a portfolio
with diversification limitations, it may be more susceptible to a single adverse
economic or political occurrence affecting one or more of these issuers.
Portfolio Turnover. There also could be risk related to portfolio turnover. High
rates of portfolio turnover could lower performance of the portfolio through
increased brokerage and other transaction costs and taxes.
Short Sales. The Funds may sell securities short. Short selling involves the sale of
the security that the Fund does not own and must borrow in order to make delivery
in the hope of purchasing the same security at a later date at a lower price.
Securities sold short are subject to unlimited risk of loss because there is no limit on
the price that a security may appreciate before the short position is closed.
Options and Other Derivative Instruments. The prices of many derivative
instruments are highly volatile. The value of options and swap agreements depend
primarily upon the price of the securities, indexes, commodities, currencies or other
instruments underlying them. Also at risk of the failure of any of the exchanges on
which its positions trade or of their clearinghouses or of counterparties.
These factors may affect the level and volatility of security pricing and the liquidity of an
investment.
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8.C. Material Risks of Securities Used in Investment Strategies
The strategies may include investments in exchange-listed domestic and foreign securities,
securities traded over-the-counter, warrants, corporate debt, commercial paper, mutual
fund shares and option contracts on securities. The Private Fund strategies may engage in
short-selling as part of its investment strategy.
Equity Investments. Regardless of any one company’s particular prospects, a
declining stock market may produce a decline in prices for all equity securities,
which could also result in losses. Other investment strategy risk factors include:
Market Risk. The prices of and the income generated securities may decline in
response to, among other things, investor sentiment, general economic and market
conditions, regional or global instability, and currency and interest rate fluctuations.
Credit Risk. Credit risk is the risk that the issuer or guarantor of a debt security or
counterparty to the portfolio’s transactions will be unable or unwilling to make
timely principal and/or interest payments, or otherwise will be unable or unwilling
to honor its financial obligations. If the issuer, guarantor, or counterparty fails to
pay interest, the portfolio’s income may be reduced. If the issuer, guarantor, or
counterparty fails to repay principal, the value of that security and value of portfolio
may be reduced.
Valuation Risks for Non-Exchange Traded Options. The purchase of non-exchange
traded put and call options may result in reduced liquidity and possibly value for the
portfolio’s investments.
Risks related to Other Equity Securities. In addition to common stocks, the equity
securities in a portfolio may include preferred stocks, convertible preferred stocks,
convertible bonds, and warrants. Like common stocks, the value of these equity
securities may fluctuate in response to many factors, including the activities of the
issuer, general market and economic conditions, interest rates, and specific industry
changes. Convertible securities entitle the holder to receive interest payments or a
dividend preference until the security matures, is redeemed, or the conversion
feature is exercised. As a result of the conversion feature, the interest rate or
dividend preference is generally less than if the securities were non-convertible.
Warrants entitle the holder to purchase equity securities at specific prices for a
certain period of time. The prices do not necessarily move parallel to the prices of
the underlying securities and the warrants have no voting rights, receive no
dividends, and have no rights with respect to the assets of the issuer.
Before purchasing an interest in the Private Funds managed by T2, investors should
carefully consider various risk factors and conflicts of interest, as well as suitability
requirements, restrictions on transfer and withdrawal of Interests and various legal, tax
12
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and other considerations, all of which are discussed each Private Fund’s Confidential
Private Placement Memorandum.
Investment in these types of securities involves risk and the loss of capital. These
strategies may not be suitable for all investors. Investing in securities involves risk of loss
that clients should be prepared to bear. Past performance is not indicative of future
results.
Item 9 – Disciplinary Information
Registered investment advisers are required to disclose all material facts regarding any
legal or disciplinary events that would be material to your evaluation of T2 or the integrity
of T2’s management. T2 has no information applicable to this Item.
Item 10 – Other Financial Industry Activities and Affiliations
10.A. No Registered Representatives
T2’s management persons are not registered, nor do any management persons have an
application pending to register, as a broker-dealer or a registered representative of a
broker-dealer.
10.B. No Other Registrations
T2’s management persons are not registered, nor do any management persons have an
application pending to register, as a futures commission merchant, commodity pool
operator, a commodity trading advisor, or an associated person of the foregoing entities.
10.C. Material Relationships or Arrangements
An affiliate, T2 Partners Management, LLC, a Delaware limited liability company, is the
General Partner, and is responsible for the management of the Private Funds. T2 serves as
the investment manager to four private investment funds and has discretionary authority
to invest the Private Funds’ assets. The same principals also control the General Partner
and T2.
T2 may have a conflict of interest related to performance fees charged to investors in the
Private Fund. Please refer to Item 6 of this document which provides details on the conflict
and how T2 addresses the conflict.
T2 serves as the investment manager to the Tilson Investment Trust, an open-end
investment company registered with SEC, which is controlled by the same principals.
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Accordingly, T2 may have a conflict of interest to the extent that it recommends for
investments or invests in one of the Mutual Funds (rather than in unaffiliated mutual
funds or other securities) because T2 receives investment advisory fees from the Mutual
Funds but not from unaffiliated mutual funds or other investments. Generally, T2 makes
the Mutual Funds available to investors who wish to participate in T2’s strategies, but are
not able to meet the suitability requirements to invest in the Private Funds.
10.D. Recommendations of Other Investment Advisers
T2 currently utilizes Centaur as sub-advisor to the Dividend Fund. Centaur makes day-today investment decisions for the Dividend Fund and selects broker-dealers for executing
portfolio transactions, subject to the brokerage policies established by the Trustees.
Item 11 – Code of Ethics
11.A. T2 has adopted a Code of Ethics pursuant to SEC rule 204A-1. A basic tenet of T2’s
Code of Ethics is that the interests of clients are always placed first. The Code of Ethics
includes standards of business conduct requiring covered persons to comply with the
federal securities laws and the fiduciary duties an investment adviser owes to its clients. T2
will provide a copy of its Code of Ethics to any client or prospective client upon request by
calling (212) 386-7160 or emailing kalires@t2partnersllc.com.
11.B. Recommendations of Securities and Material Financial Interests
As a matter of policy, T2 does not engage in principal transactions, cross trading or
agency cross transactions. Any exceptions to this policy must be approved in advance by
the Chief Compliance Officer or his designee. An affiliate of T2 serves as General Partner
to Private Funds managed by Adviser.
In addition to acting as the investment manager to the Private Funds, T2 also may serve in
the capacity of general partner. T2 may also have a conflict of interest related to
performance fees charged to investors in the Private Funds. Please refer to Item 6 of this
document which provides details on the conflict and how T2 addresses the conflict.
In the event, T2 determines that a cross transaction would be in the best interest of its
clients, T2 will do so in compliance with applicable regulations.
Investments by clients of T2, in securities of issuers for which a principal of T2 serves as a
director, may be subject to certain restrictions on purchase or sale, including restricted list
or “black-out” periods imposed by federal or state securities laws or by the policies of such
issuers or T2. In general, such securities will not be purchased or sold for client accounts
unless and until principal (other than the principal serving as a director) determines that
no material, nonpublic information is in the possession of the principal serving as a
director. As a result, such securities may, from time to time, be considered illiquid.
14

-24-

T2 may, from time to time, cause the Private Funds and/or the Mutual Funds to invest in a
security in which T2 or a related person has an ownership position. T2 or its related
person may also purchase a security of the same class of securities held in the Private
Funds. Additionally, because the T2’s clients are the Mutual Funds and the Private Funds of
which the T2 or an affiliate is the general partner, investment manager and/or significant
owner, the T2 may be considered to participate indirectly in the transactions effected for
the Mutual Funds and/or the Private Funds.
Employees of T2 may have access to information regarding publicly-traded companies as a
result of their involvement with Value Investor Media and the Value Investing Congress
(VIC). In order to avoid the perception of potential conflicts of interest, T2 will maintain
restricted lists which will identify companies that neither T2 nor its employees will be
allowed to trade, and the time period for which the restrictions will stay in place.
11.C. Personal Trading
T2 has adopted a Code of Ethics intended, among other things, to ensure that personal
investing activities by T2’s employees are consistent with T2’s fiduciary duty to its clients.

The Code of Ethics includes standards of business conduct requiring covered persons to
comply with the federal securities laws and the fiduciary duties an investment adviser
owes to its clients. For purposes of its Code of Ethics, T2 has determined that all employees
are Access Persons.

All access persons are required to notify T2’s Chief Compliance Officer (“CCO”) or his
designee in order to pre-clear personal securities transactions in equity securities,
private placements and IPOs All pre-clearance requests must be submitted to the CCO.
Access persons must provide quarterly reports of their personal transactions within 30
days of the end of each calendar quarter, which may consist of monthly brokerage
statements for all accounts in which they have a beneficial interest, to the CCO. Alternately,
access persons may direct their brokers to send copies of all brokerage confirmations
relating to all personal securities transactions in which they have a beneficial ownership
interest. Access persons must also submit, to T2’s CCO, statements of their personal
holdings in reportable securities as well as information about any brokerage accounts in
which securities may be held within 10 days after becoming subject to the Code of Ethics
and on an annual basis thereafter.
The Code also requires that all covered persons comply with ethical restraints relating to
clients and their accounts, including restrictions on gifts and provisions intended to
prevent violations of laws prohibiting insider trading.
In all cases, if the possibility of a conflict of interest occurs, the Mutual Funds’ and the
Private Funds’ interest will prevail. It is the policy of the T2 that equal or higher priority
will always be given to the Mutual Funds’ and the Private Funds’ orders over the orders of
an employee of the T2.
15
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T2 and its respective officers and employees may act and continue to act as investment
advisors and managers for others, and may choose to act as investors on their own behalf,
notwithstanding that T2 has direct or indirect material interests or relationships which
may involve conflicts or potential conflicts with T2’s duty to clients. T2 is required to treat
its clients fairly in relation to such conflicts of interest or material interests. T2 has
adequate policies and procedures to protect its client interests and disclosing to clients the
possibility of such conflicts. Such policies and procedures include, but are not limited to,
T2’s Code of Ethics, personal trading policies, trade aggregation and allocation policies,
policies governing outside business activities and gifts and entertainment.
If requested, T2 will provide, at no cost, a copy of the Code of Ethics.
11.D. Timing of Personal Trading
Since T2 access persons may invest in the same securities (or related securities, e.g.,
warrants, options or futures) that T2 or a related person recommends to clients, no access
person shall buy or sell a Reportable Security within (1) day before or after any trades in
the security are made for Client accounts. The price paid or received by a Client account for
any security should not be affected by a buying or selling interest on the part of an Access
Person, or otherwise result in an inappropriate advantage to the Access Person.
Item 12 – Brokerage Practices
12.A. Selection of Broker/Dealers
T2’s objective in selecting brokers and dealers and in effecting portfolio transactions is to
seek to obtain the best combination of price and execution with respect to its accounts’
portfolio transactions. Securities transactions for all clients are executed through brokers
selected by T2 in its sole discretion and without the consent of the clients. In placing
portfolio transactions, T2 will seek to obtain the best execution for the clients, taking into
account certain factors when applicable. In applying these factors, T2 recognizes that
different broker-dealers may have different execution capabilities with respect to different
types of securities. The factors include, but are not limited to:








overall quality of service; speed of execution;
ability of the broker/dealer to provide quality service during volatile or unusual
market conditions;
willingness/ability to commit capital by taking positions in order to complete
trades;
ability to handle large trades in securities with limited liquidity;
reliability in executing trades and keeping records;
ability to handle high-volume transactions without undue market impact;
familiarity and knowledge of primary markets;
16
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ability to engage in after-hours and cross-border trading when required;
clearance and settlement history;
ability to accurately prepare confirmations;
reliability in accounting for and correcting trade errors;
access to primary markets and quotation sources;
ability to minimize costs;
ratio of completed trades to incomplete trades;
ability to maintain confidentiality/anonymity of client;
quality of communication between T2 and the broker/dealer;
ability to handle unique strategies/difficult trades; research capabilities;
financial standing of broker-dealer; and
reputation of broker-dealer.

In addition, T2 will consider the competitiveness of commission rates in comparison with
other brokers satisfying T2’s other selection criteria.
Portfolio securities normally are purchased through brokers on securities’ exchanges or
directly from the issuer or from an underwriter or market maker for the securities.
Purchases of portfolio instruments through brokers involve a commission to the broker.
Purchases of portfolio securities from dealers serving as market makers include the spread
between the bid and the price. T2 will not commit to provide any level of brokerage
business to any broker. T2 may utilize the services of one or more introducing brokers
who will execute the Private Funds’ brokerage transactions through the prime broker and
custodian who will clear the Private Funds’ transactions.
Research and Other Soft Dollar Benefits
T2 does not trade using “soft dollar” commissions or rebates by brokerage firms of
commissions generated by the Private Funds or Mutual Fund securities transactions
executed through those firms to pay expenses of the General Partner or T2.
Brokerage for Client Referrals
T2 may utilize the capital introduction services of its prime broker(s). T2 benefits from
such programs in that it is introduced to prospective investors. T2 does not directly
compensate its prime brokers for participation in the capital introduction program or for
the investor referrals. However, the prime broker generally receives compensation from
T2 resulting from: custodian of assets managed by T2; securities transactions executed on
behalf of T2; and lending funds and/or securities to T2, as part of a margin/short sale
program.

17

-27-

Directed Brokerage
T2 does not accept directed brokerage from its clients. T2 selects brokers on behalf of the
Private Funds and Mutual Funds they manage.
12.B. Aggregation of Orders
T2 may, at times, determine that certain securities will be suitable for acquisition by the
Private Funds and by other clients managed by T2 possibly including T2’s own accounts or
accounts of an affiliate. If that occurs, and T2 is not able to acquire the desired aggregate
amount of such securities on terms and conditions which T2 deems advisable, T2 will
endeavor in good faith to allocate the limited amount of such securities acquired among the
various clients for which T2 considers them to be suitable. T2 may make such allocations
among the accounts in any manner which it considers to be fair under the circumstances,
including but not limited to allocations based on relative client size, the degree of risk
involved in the securities acquired, and the extent to which a position in such securities is
consistent with the investment policies and strategies of the various clients involved.
Client accounts that are managed in similar styles often have similar or identical portfolio
compositions and weightings. For this reason, T2 may seek to acquire or dispose of the
same securities for multiple accounts contemporaneously and may aggregate into a single
trade order several individual contemporaneous client trade orders for a single security
using an order management systems provided by an unaffiliated service provider which
could potentially reduce brokerage commissions as a result volume discounts based on the
size of the aggregated order.
T2 may aggregate purchase and sale orders of securities held by the Private Funds with
similar orders being made simultaneously for the Mutual Funds, in T2’s reasonable
judgment, such aggregation is reasonably likely to result in an overall economic benefit to
the Private Funds and the Mutual Funds based on an evaluation that the Private Funds and
the Mutual Funds will be benefited by relatively better purchase or sale prices, lower
commission expenses or beneficial timing of transactions, or a combination of these and
other factors. In many instances, the purchase or sale of securities for the Private Funds
will be affected simultaneously with the purchase or sale of like securities for other
accounts or entities. Such transactions may be made at slightly different prices, due to the
volume of securities purchased or sold. In such event, the average price of all securities
purchased or sold in such transactions may be determined, at T2’s sole discretion, and the
Private Funds and the Mutual Funds may be charged or credited, as the case may be, with
the average transaction price.
Trade Errors
It is the policy of T2 that the utmost care is taken in making and implementing investment
decisions of behalf of client accounts. However, on those occasions when such an error
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does occur, T2 will reasonably determine how to correct the error. In general, if the trade
error results in losses, such losses will not be reimbursed for the Private Funds.
Item 13 – Review of Accounts
13.A. Frequency and Nature of Review
The Private Funds: The Private Funds managed by T2 are reviewed on a daily basis by
Mr. Tongue, co-manager of T2.
The Mutual Funds: T2 reviews, on a daily basis, the portfolios of the Mutual Funds. In the
case of the Dividend Fund, the sub-adviser, Centaur, is primarily responsible for daily
portfolio review. Additionally, the Mutual Funds will be subject to an overall review by the
Board of Trustees on a quarterly basis. These reviews are designed to monitor and analyze
transactions, holdings, and investment levels. Actual performance is evaluated relative to
expectations and targeted levels. The reviews are to assure conformity with client
objectives and guidelines. In addition, all clients are reviewed in light of emerging trends
and developments as well as market volatility.
13.B. Factors That May Trigger an Account Review Outside of Regular Review
Generally, client accounts are reviewed as needed depending on factors such as cash flows
in or out the account, changes in client objectives or restrictions or changing market
conditions. T2 reviews the Private Funds and Mutual Funds on a daily basis in light of
emerging trends and developments as well as market volatility.
13.C. Content and Frequency of Reports
The Private Funds
The T2 generally will furnish each investor with the following written reports:
- Monthly market commentary letters
- Monthly statements that include the unaudited net asset value or capital account
balance of the investor’s interest in the Private Fund, any investor activity and the
monthly year-to-date performance, as applicable, and;
- Annual audited financial statements of the respective Private Funds.
- Additional reports to certain investors upon request.
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The Mutual Funds
The T2 provides each mutual fund shareholder with the following:
- Semi-annual report that includes the unaudited schedule of investments, statement of
asset and liabilities, statement of operations, and the statement of changes in net assets.
- Annual Report that includes audited financial information such as, schedule of
investments, statement of assets and liabilities, statement of operations, and the
statement of changes in net assets.
Item 14 – Client Referrals and Other Compensation
T2 may sell interests in its private funds through solicitors or other persons and pay a
marketing fee or commission in connection with such activities, including ongoing
payments, at T2’s own expense (except in circumstances involving directed brokerage).
Item 15 – Custody
T2 has custody according to Advisers Act Rule 206(4)-2 (“Custody Rule”) because an
affiliate serves as General Partner to the Private Funds. However, T2 maintains client
assets and securities at independent, qualified custodians. Additionally, it provides audited
financial statements to the Private Funds’ investors within 120 following the fund’s fiscal
year end.
T2 will not take or maintain physical custody of any client assets and will conduct all
business operations in such a way that all client cash and investments will be preserved in
the safekeeping of independent qualified custodians. Clients’ custodians will generally be
banks, trust companies or broker-dealers unaffiliated with T2. T2 has entered into an
agreement with an independent public accountant to provide audited financial statements
to the fund’s investors within 120 following the fund’s fiscal year end.
T2 takes steps to assure itself that the Private Funds’ and Mutual Funds’ qualified custodian
provides periodic account statements, no less frequently than quarterly, showing all
transactions in the account, including fees paid to T2.
Item 16 – Investment Discretion
Through its investment advisory agreements with each fund, T2 is granted discretionary
authority and is responsible for the placement of the portfolio transactions of all clients and
the negotiation of any commissions paid on such transactions and is authorized to make
the following determinations in accordance with the client’s specified investment
objectives without client consultation or consent before a transaction is effected:
 Which securities to buy or sell.
 The total amount of securities to buy or sell.
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The broker or dealer through whom securities are bought or sold.
The commission rates at which securities transactions for client accounts are
affected.
The prices at which securities are to be bought or sold, which may include dealer
spreads or mark-ups and transaction costs.

Investments for Private Funds and Mutual Funds are managed in accordance with the each
fund’s investment objectives, strategies and restrictions and are not tailored to the
individualized needs of any particular investor in any of the funds (each an “Investor”).
Therefore, Investors should consider whether the fund meets their investment objectives
and risk tolerance prior to investing. Information about each private fund can be found in
its offering documents, which will be available to current and qualified prospective
investors only through T2 or another authorized party. Information about the mutual
funds is found in each of the mutual fund’s prospectus and statement of additional
information.
T2 assumes discretion over the account upon execution of the advisory agreement.
Item 17 – Voting Client Securities
17.A. Voting Policies and Procedures
T2 is responsible for voting client proxies and has developed a written policy and
procedures governing its activities in this area. In general, the policy requires T2 to vote
client proxies in the interest of maximizing investor/shareholder value. In addition, T2
maintains a record of proxy votes cast on behalf of clients.
Circumstances may arise wherein T2 may have a conflict of interest in voting proxies on
behalf of its clients. These circumstances may include but are not limited to instances in
which T2 or one or more affiliates (including the directors, officers or employees) has or is
seeking to have the issuer of the securities being voted become a client of T2. T2 informs
its Employees that they are under an obligation to be aware of potential conflicts of interest
(both as a result the Employee’s personal relationships and T2’s business), and that such
conflicts of interest should be brought to the attention of the Compliance Officer. Votes
shall be cast in the best interests of T2’s clients, regardless of the effect of any such vote on
T2. With respect to the Mutual Funds, in the event of a conflict, T2 shall call upon the Proxy
Voting Committee to determine how the Mutual Funds should cast their vote.
T2 shall make its proxy voting policy and records available to its investors and
shareholders upon request by contacting Kelli Alires at kalires@t2partnersllc.com or
calling (212) 386-7160.
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Item 18 – Financial Information
18.A. Advance Payment of Fees.
T2 does not require or solicit prepayment of more than $1,200 in fees per client, six months
or more in advance.
18.B. Financial Condition
Registered investment advisers are required in this Item to provide you with certain
financial information or disclosures about their financial condition. T2 has no financial
commitments that impair its ability to meet contractual commitments and fiduciary
commitments to clients.
18.C. No Bankruptcy Proceedings
T2 has not been the subject of a bankruptcy proceeding.
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Form ADV 2B Supplement
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Item 1- Cover Page

WHITNEY R. TILSON
T2 Partners Management, LP
767 5th Avenue, 18th Floor
New York, New York 10153
(212) 386-7160
3/30/2012
This Brochure Supplement provides information about WHITNEY R. TILSON that
supplements the T2 Partners Management, LP Brochure. You should have received a
copy of that Brochure. Please contact Kelli Alires at kalires@t2partnersllc.com or call
(212) 386-7160 if you did not receive T2 Partners Management, LP’s Brochure or if you
have any questions about the contents of this supplement.

Item 2- Educational Background and Business Experience
Whitney R. Tilson, Founder, Managing Director, General Partner and Co-Manager
Year of Birth: 1966
Education:
BBA and MBA from Harvard College in 1989 and 1994 respectively.
Business Background:
T2 Partners Management, LP
Founder, Managing Director, General Partner and Co-Manager

New York, NY
1998 to Present

Key Prior Experience:
Prior to starting Tilson Capital Partners, Mr. Tilson spent five years working with Harvard
Business School Professor Michael E. Porter studying the competitiveness of inner cities
and inner-city-based companies nationwide. Mr. Tilson and Professor Porter founded the
Initiative for a Competitive Inner City (www.icic.org), of which Mr. Tilson was Executive
Director. Mr. Tilson also led the effort to create ICV Partners, a national for-profit private
equity fund aimed at minority-owned and inner-city businesses that raised $130,500,000.
Before business school, Mr. Tilson was a founding member of Teach for America
(www.teachforamerica.org), the national teacher corps, and later spent two years as a
consultant at The Boston Consulting Group, with a focus on pharmaceuticals and health
care. Mr. Tilson was one of the authors of Poor Charlie’s Almanack, the definitive book on
24

-34-

Berkshire Hathaway Vice Chairman Charlie Munger, and teaches financial statement
analysis and business valuation for the Dickie Group. He has also written for the Motley
Fool and TheStreet.com. He was one of five investors included in SmartMoney’s Power 30,
was named by Institutional Investor as one of 20 Rising Stars, has appeared many times on
CNBC, Bloomberg TV, Fox Business Network, Lou Dobbs Moneyline and Wall $treet Week,
was on the cover of the July 2007 Kiplinger’s, has been profiled by the Wall Street Journal
and the Washington Post, and has spoken widely on value investing and behavioral finance.
He served on the Board of Directors of Cutter & Buck, a public company that designs and
markets upscale sportswear for two years until the company was sold in early 2007.
Mr. Tilson received an MBA with High Distinction in 1994 from the Harvard Business
School, where he was elected a Baker Scholar (top 5% of class), and graduated from
Harvard College, with a bachelor's degree in Government magna cum laude.
Item 3- Disciplinary Information
Registered investment advisers are required to disclose all material facts regarding any
legal or disciplinary events that would be material to your evaluation of each supervised
person providing investment advice. No information is applicable to Mr. Tilson.
Item 4- Other Business Activities
Mr. Tilson is co-owner of Value Investor Media which produces the value investing
newsletters, Value Investor Insight and Super Investor Insight.
Mr. Tilson is co-founder of the sponsoring organization of the Value Investing Congress
(VIC), A semi-annual conference that includes presentations of ideas from a variety of
investment professionals.
Mr. Tilson is Vice Chairman of the Board of Directors of the KIPP Academy
(www.kippny.org), a charter school in the Bronx, and serves on the Board of the U.S. arm of
the Addis Ababa (Ethiopia) Fistula Hospital (www.fistulahospital.org).
Item 5- Additional Compensation
Value Investing Congress (STI, Inc.) – John Schwartz and Whitney Tilson split 50/50.
Value Investor Media, Inc. – John Heins receives first $300,000 as salary draw. Additional
amount is split 50/50 between Mr. Heins and Mr. Tilson.
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Item 6 - Supervision
Mr. Tilson is a principal of T2 Partners Management, LP. He can be reached at (212)3867160.
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Item 1- Cover Page

GLENN H. TONGUE
T2 Partners Management, LP
767 5th Avenue, 18th Floor
New York, New York 10153
(212) 386-7160
3/30/2012
This Brochure Supplement provides information about WHITNEY R. TILSON that
supplements the T2 Partners Management, LP Brochure. You should have received a
copy of that Brochure. Please contact Kelli Alires at kalires@t2partnersllc.com or call
(212) 386-7160 if you did not receive T2 Partners Management, LP’s Brochure or if you
have any questions about the contents of this supplement.

Item 2- Educational Background and Business Experience
Glenn H. Tongue, Managing Director, General Partner, Co-Manager, Co-Owner and
Chief Compliance Officer

Year of Birth: 1959
Education:
BBS, Princeton University, 1981
MBA, Wharton Business School, University of Pennsylvania 1984
Business Background:
T2 Partners Management, LP
Managing Director, General Partner, Co-Manager
Co-Owner
Chief Compliance Officer

New York, NY
2004 to Present
2004 to Present
2005 to Present

Key Prior Experience: Prior to joining the T2, Mr. Tongue spent 17 years on Wall Street,
most recently as an investment banker at UBS, where he was a Managing Director and
Head of Acquisition Finance. Before UBS, Mr. Tongue was at Donaldson, Lufkin and Jenrette
for 13 years, the last three of which he served as the President of DLJdirect, the consistently
top-rated on-line brokerage firm. During his tenure, he oversaw both DLJdirect’s IPO and
ultimate sale. Prior to DLJdirect, Mr. Tongue was a Managing Director in the Investment
Bank at DLJ, where he worked on over 100 transactions aggregating more than $40 billion.
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Prior to working on Wall Street, Mr. Tongue managed sales, marketing and certain
operations at Blonder-Tongue, Inc., a manufacturer of pay television and cable television
distribution equipment.
Mr. Tongue received an MBA with Distinction from the Wharton School of Business and
received a Bachelor of Science in Electrical Engineering and Computer Science from
Princeton University.
Item 3- Disciplinary Information
Registered investment advisers are required to disclose all material facts regarding any
legal or disciplinary events that would be material to your evaluation of each supervised
person providing investment advice. No information is applicable to Mr. Tongue.
Item 4- Other Business Activities
Since August 7, 2007, Mr. Tongue has served on the Board of Directors of JMP Group, Inc., a
full-service investment banking and asset management company. Since October 20, 2011,
Mr. Tongue has served on the Board of Directors of Spencer Capital Holdings, LTD., an
insurance company based in Bermuda. Also, since January 2012, Mr. Tongue has served on
the Board of Directors for MRV Communications, Inc., a communications company.
Additionally, he serves as a presenter at the Value Investing Congress, which hosts two
investment conferences each year.
Item 5- Additional Compensation
JMP Group, Inc. – receives restricted stock.
Item 6 - Supervision
Mr. Tongue is a principal of T2 Partners Management, LP. He can be reached at (212)3867160.
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T2 Qualified Fund, LP (the “Fund”) commenced operations on July 1, 2004. The Fund’s
investment objective is to achieve long-term after-tax capital appreciation commensurate with
moderate risk, primarily by investing with a long-term perspective in a concentrated portfolio of
U.S. stocks. In carrying out the Partnership’s investment objective, the Investment Manager, T2
Partners Management, LLC, seeks to buy stocks at a steep discount to intrinsic value such that
there is low risk of capital loss and significant upside potential. The primary focus of the
Investment Manager is on the long-term fortunes of the companies in the Partnership’s portfolio
or which are otherwise followed by the Investment Manager, relative to the prices of their stocks.
There is no assurance that any securities discussed herein will remain in Fund’s portfolio at the
time you receive this report or that securities sold have not been repurchased. The securities
discussed may not represent the Fund’s entire portfolio and in the aggregate may represent only a
small percentage of an account’s portfolio holdings. It should not be assumed that any of the
securities transactions, holdings or sectors discussed were or will prove to be profitable, or that
the investment recommendations or decisions we make in the future will be profitable or will
equal the investment performance of the securities discussed herein. All recommendations within
the preceding 12 months or applicable period are available upon request.
Performance results shown are for the T2 Qualified Fund, LP and are presented gross and net of
incentive fees. Gross returns reflect the deduction of management fees, brokerage commissions,
administrative expenses, and other operating expenses of the Fund. Gross returns will be
reduced by accrued performance allocation or incentive fees, if any. Gross and net performance
includes the reinvestment of all dividends, interest, and capital gains. Performance for the most
recent month is an estimate.
The fee schedule for the Investment Manager includes a 1.5% annual management fee and a 20%
incentive fee allocation. Because some investors may have different fee arrangements and
depending on the timing of a specific investment, net performance for an individual investor may
vary from the net performance as stated herein.
The return of the S&P 500 and other indices are included in the presentation. The volatility of
these indices may be materially different from the volatility in the Fund. In addition, the Fund’s
holdings differ significantly from the securities that comprise the indices. The indices have not
been selected to represent appropriate benchmarks to compare an investor’s performance, but
rather are disclosed to allow for comparison of the investor’s performance to that of certain wellknown and widely recognized indices. You cannot invest directly in these indices.
Past results are no guarantee of future results and no representation is made that an investor will
or is likely to achieve results similar to those shown. All investments involve risk including the
loss of principal. This document is confidential and may not be distributed without the consent
of the Investment Manager and does not constitute an offer to sell or the solicitation of an offer
to purchase any security or investment product. Any such offer or solicitation may only be made
by means of delivery of an approved confidential offering memorandum.
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