2007 Barron’s Challenge

Using our statistical measures and our financial screens we put together a ‘team’
of companies from our LSGI portfolio to play in the 2007 Barron’s Challenge.
This contest requires the manager to run a relatively diversified portfolio over a
six month period, using $100,000 in hypothetical money. At the end of the
contest the goal as manager is to add the most value.
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The fear of loss was present for each of our positions since we also held these
positions in the LSGI Fund portfolio — and we still managed to place in the top
1% of all the actively managed portfolios both years.

The odds of us placing where we did two years in a row by random chance -
against thousands of competitors - is similar to the odds of an individual being
struck by lightning.

We maintain that certain sectors of the stock market are not efficient, and we
have been able to capitalize on that fact, in both the contest and for investors
over the longer term.



