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On a relative and an absolute basis, our investment results in 2007 have been dreary.

I normally review past decisions to understand not only what happened, but also to
identify any failure in the thought process that lead to a negative outcome. As usual, there
are no guarantees, but I promise to be candid with you.

An abbreviated appraisal of the portfolio’s evolution during the year, along with what we
think might happen in the future, is hereby presented.

Hall of Fame

Since inception in December 2001 Berkshire Hathaway’s super-safe, yet cheap, attributes
have always made it a large client portfolio holding. Over the next 4 years, Berkshire
Hathaway’s operating businesses made good progress, however investors were not biting.
By 2005 the stock had become an incredibly attractive opportunity, so we jumped in, feet
first; increasing its weighing from roughly 12% of client accounts to nearly 20% (please
see our 3" Quarter Report — September 30, 2005 at www.colbertinvestment.com). Up
nearly 70% since we upped the stake, our largest stock investment has been one of our
star performers in 2006 and 2007. The gold medal winning group in 2007 includes
energy plays Canadian Natural Resources and Harvest Natural Resources, in addition to
Liberty Global, Covidien, First Data, KKR Financial, and, Liberty Capital.

Silver Medals

On my way to watch a tennis match in Key Biscayne a few years ago, | saw some guy
wearing a t-shirt which read: “I didn’t lose. I just fell a little behind and ran out of time”.
A fitting analogy to the list of companies whose intrinsic value generally increased but
whom saw their stock price fade or drop steeply towards the second half of the year.
ABX Air, American International Group (AIG), Borders Group, DISH Network
(formerly EchoStar), Dell Computer, IAC/InterActiveCorp, Liberty Interactive, Penn



West Energy Trust, UnitedHealth, Target, Tyco International, Western Union, Xerox are
strong candidates to graduate to the gold medal rank in the next year or two.

Dog house

A bunch a mixed-bag of disappointments (probably including yours truly), dismal
management or businesses simply going through rough times. Entities like Delia’s,
Foamex International, H&R Block, Meade Instruments, and Sprint Nextel have lost some
real value, but their share price went down even more. Although in retrospect we should
have avoided them, their current discount-to-value renders them attractive investments to
own today. They could either perform better or may be replaced with a quality contender.

Hall of shame

a) Sea Containers is an example of a *“value trap”: an evaluation reveals that if the
company were to liquidate (sell) its assets, pay off all its debts, one would end up with a
price worth a multiple of what is trading for today. Unfortunately, weak management and
high debt levels weaken the company so much over time that it ends up being worth little
(or nothing) for shareholders.

b) In November 2006 I sold Citigroup which we had owned for a very long time -even
though my admiration for its global franchise had not dimmed- because | concluded that
management was destroying value. Since then, banks and other financial stocks including
Citigroup have gone down a lot, making me seem prescient. On the other hand Delta
Financial was better managed than most, had relatively conservative accounting and
lending policies (with loan-to-value criteria of below 80% versus many banks lending
90%, 100% or more of the home value), a valuable mortgage-servicing group, etc. Itis a
participant in the Alt-A market, lending to borrowers whose credit history puts them
between the lowest quality (“subprime”) and the higher ratings (“prime”). It received new
investments which should have enabled it to not only survive the credit crunch currently
going on the USA, but also thrive in the future due to reduced competition and improved
profitability. Financial institutions (banks, etc.) live on the public’s confidence by
“warehousing” other people’s money, lending it to more people, and keeping the spread
(profit) between both sides. If other people stop giving them their money, they fail, no
matter how adequate their lending policies. That is what happened to Delta Financial. My
normal focus on the particularities of a company (management, cash flows, assets,
competition, etc.) failed to completely account for the fatal credit environment.

Diamonds in the rough

To the naked eye, Oesterreichische Post (Austrian Post), RHJ International and Sears
Holdings probably belong in the dog house due to their lackluster results. Once you drill
down to the fundamentals regarding their respective managements, assets, operations and
financial structure, a forceful light emerges from these unpolished rocks. Even if |
wouldn’t dare predict when the hidden beauty might reveal itself, | have reason to believe
that, over many years to come, they could prove to be celebrated winners.

The bottom line
In summary, our collection of 32 companies was 25% fantastic (8 out of 32), 43% close-
but-no-cigar (14/32), 9% too-early-to-say (3/32), 16% bad (5/32), 6% terrible (2/32). We



would clearly improve by eliminating the terrible, even as limiting the bad. However, in
my judgment, not much can be done when a big chunk (43%) of the companies make
good overall progress, nevertheless to be penalized by the markets. On a positive note,
most of these stocks are trading as if we were already in a recession, rendering them safer
now than before their decline.

Looking ahead, while aware of the real estate, inflation (energy), credit (debt) and other
inter-related economic threats, 1 am especially energized about the overall composition of
our equity portfolio. Time and again, history has shown that buying in uncertain times
leads to exceptional profits, because uncertainty in itself is not a risk of loss.
Accordingly, 1 have personally invested more funds recently and encourage you to do the
same.

Please call, write or email me (ka@colbertinvestment.com) with any questions or
comments. In the meantime, thank you for your continued trust, and | wish you and your
family all the best in 2008.

Sincerely,

Karim Armand
President

DISCLAIMERS AND OTHER LEGAL INFORMATION

NO OFFER OR SOLICITATION. This letter ("Letter") has been prepared solely for purposes of illustration
and discussion for clients that have pre-existing and substantive relationships with Colbert Investment
Management Co. (together with all principals, affiliates, employees, and associated persons thereof collectively
being referred to herein as "CIM"). This Letter should not be construed by anyone as CIM's solicitation or offer
to effect or attempt to effect transactions in securities, including the securities of Tortuga Capital, LP (the
"Fund"). Any security offering for the Fund is subject to certain investor eligibility criteria as detailed in the
applicable offering documents. Such an offering is made only to accredited investors and only by the
confidential private offering memorandum (the "Memorandum™) and related agreements of the Fund. This
Letter must be read in connection with the Memorandum and related Fund documents in order to understand
fully all of the implications and risks of the offering of Fund securities. There is no secondary market nor is one
expected to develop for investments in the Fund. There will be restrictions on transferring interests of the Fund.
The securities issued by the Fund have not been registered or qualified for sale under the Securities Act of 1933,
as amended, or any state's securities laws.




This Letter, and any information and research contained herein, do not represent recommendations of
investment advice to buy or sell securities or any financial instrument nor are they intended as an endorsement
of any security or investment. This Letter is for informational purposes only and any information
contained in this Letter represents the writer’s or provider's own investment opinions, and should not be
construed as personalized investment or tax advice. Nothing herein is an offer of any service that is not legal
for offer into any particular jurisdiction with CIM's current licensure (if any).

LEGAL AND OTHER INFORMATION. Any information, data, statements, opinions, or projections made
in this Letter may contain certain forward looking statements, projections and information that are based on the
beliefs of CIM as well as assumptions made by, and information currently available to, CIM. Such statements
in this Letter reflect the view of CIM with respect to future events and are subject to certain risks, uncertainties
and assumptions (including, but not limited to, changes in general economic and business conditions, interest
rate and securities market fluctuations, competition from within and without the investment industry, new
products and services in the investment industry, changes in customer profiles, and changes in laws and
regulations applicable to CIM. Should one or more of these or other risks or uncertainties materialize, or should
underlying assumptions prove incorrect, actual results may vary materially from those described in this Letter.
Furthermore, although carefully verified, data is not guaranteed as to accuracy or completeness. The
statements, opinions, and/or data expressed in this Letter are subject to change without notice based on market
and other conditions. Descriptions of CIM's process and strategies are based on general practice and CIM may
make exceptions in specific cases. This Letter is based on information available as of the time it was written,
provided, or communicated and CIM disclaims any duty to update this Letter and any content, research or
information contained therein. Accordingly, CIM does not make any representation as to the timeliness of any
information in this Letter. As a result of all of the foregoing, inter alia, CIM can not be held responsible for
trades executed by the recipients or viewers of this Letter based on the statements, projections, research, or any
other information of any other kind included therein. Investments in securities are speculative and involve a
high degree of risk; you should be aware that you could lose all or a substantial amount of your investment if
you attempt to apply any of the information in this Letter.

The information contained herein is confidential and may not be reproduced or circulated in whole or in
part.

*DISCLAIMERS AND INFORMATION RELATED TO ALL PERFORMANCE DATA. PAST
PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS AND FUTURE
ACCURACY AND PROFITABLE RESULTS CANNOT BE GUARANTEED. PERFORMANCE FIGURES
ARE PRE-TAX AVERAGES OF INDIVIDUAL YEAR'S RESULTS. ALL PERFORMANCE IS NOT
NECESSARILY BASED ON THE SAME TYPES OF GAINS. THE AMOUNTS MANAGED MAY
DIVERGE FROM THE AMOUNTS UNDER MANAGEMENT THAT FORMED THE BASIS FOR
HISTORICAL PERFORMANCE. ALL PERFORMANCE ASSUMES THE REINVESTMENT OF
EARNINGS. THE U.S. DOLLAR IS THE CURRENCY USED TO EXPRESS PERFORMANCE. ACTUAL
INVESTMENT ADVISORY FEES INCURRED BY CLIENTS MAY VARY. INVESTMENT ADVISORY
FEES ARE DESCRIBED IN CIM'S FORM ADV PART Il. UNLESS OTHERWISE SPECIFIED, ANY
PERFORMANCE IN THIS LETTER IS NOT AUDITED AND IS NOT INTENDED TO COMPLY WITH
AIMR-PPS™ OR GIPS GUIDELINES. NO REPRESENTATION IS BEING MADE THAT FOLLOWING
THIS LETTER AND/OR ANY INFORMATION CONTAINED HEREIN WILL OR IS LIKELY TO
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN OR DESCRIBED IN THIS LETTER.
ANY INVESTMENT RETURN AND PRINCIPAL WILL FLUCTUATE WITH MARKET CONDITIONS,
AND YOU MAY HAVE A GAIN OR LOSS ON YOUR INVESTMENTS. ACCORDINGLY, INDIVIDUAL
RETURNS, FOR ANY GIVEN ACCOUNT OR YEAR, MAY VARY FROM ANY OF THE RELEVANT
RETURNS SHOWN HEREIN.

ANY PERFORMANCE COMPARISON TO THE PERFORMANCE OF INDICES IN THIS LETTER MAY
NOT BE A MEANINGFUL COMPARISON. INDICES CITED IN THIS LETTER ARE GENERALLY NOT
AVAILABLE FOR DIRECT INVESTMENT AND ARE NOT SUBJECT TO FEES. ANY PERFORMANCE
REFERENCED IN THIS LETTER IS NOT NECESSARILY BASED ON THE SAME TYPES OF
SECURITIES CONTAINED IN ANY INDEX SHOWN OR REFERENCED IN THIS LETTER, NOR IS ANY



SUCH INDEX REPRESENTATIVE OF ANY PERFORMANCE PRESENTED IN THIS LETTER. HEDGE
FUNDS MAY USE SHORT POSITIONS, DERIVATIVES, AND LEVERAGE, UNLIKE SOME OF THE
COMPONENTS OF SOME OF THE INDICES. ANY INDICES SHOWN IN THIS LETTER ARE ONLY TO
REFLECT COMPARATIVE PERFORMANCE OF FAMILIAR OR OTHER INVESTMENT STYLES. NO
REPRESENTATION IS BEING MADE THAT ANY STOCKS, PORTFOLIO, INDICES, FINANCIAL
INSTRUMENT, INVESTMENT OR FUND (INCLUDING THE FUND) WILL OR IS LIKELY TO
ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN OR DESCRIBED IN THIS LETTER.
ACTUAL PERFORMANCE WILL VARY BASED ON MANY FACTORS, INCLUDING, BUT NOT
LIMITED TO, INVESTMENT STRATEGIES, TAXES, MARKET CONDITIONS, AND APPLICABLE
ADVISORY AND OTHER FEES AND EXPENSES.

**PERFORMANCE INFORMATION AND DISCLAIMERS RELATED TO THE CIM CORE
EQUITY COMPOSITE. CIM MANAGES FIXED INCOME, BALANCED AND EQUITY
PORTFOLIOS, BUT ONLY RELEASES DATA HERE ON THE EQUITY PORTION OF CLIENTS’
ASSETS. SIGNIFICANT DISPERSION MAY OCCUR BETWEEN THE PERFORMANCE,
HOLDINGS, RATIOS AND PERCENTAGES SET FORTH ABOVE AMONG THE ACTUAL
INDIVIDUAL CLIENT ACCOUNTS MANAGED BY CIM. THIS DISPERSION MAY BE DUE TO
DIFFERENCES IN ACCOUNT SIZE, CASH FLOW, THE TIMING AND TERMS OF EXECUTION OF
TRADES, INDIVIDUAL CLIENT NEEDS, ECONOMIC OR MARKET CONDITIONS AND OTHER
FACTORS. PERFORMANCE FOR CIM CORE EQUITY COMPOSITE IS NET OF FEES AND
EXPENSES. PERFORMANCE IS BASED ON ALL CLIENT EQUITY ACCOUNTS MANAGED BY
CIM IN A SUBSTANTIALLY SIMILAR MANNER.
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