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“…Over time, markets will do extraordinary, even bizarre, things.  A single, big mistake could wipe out a 

long string of successes.  We therefore need someone genetically programmed to recognize and avoid 

serious risks, including those never before encountered.  Certain perils that lurk in investment strategies 

cannot be spotted by use of the models commonly employed today by financial institutions. 

 

Temperament is also important.  Independent thinking, emotional stability, and a keen understanding 

of both human and institutional behavior is vital to long-term investment success.  I’ve seen a lot of very 

smart people who have lacked these virtues…” 

 

- Warren Buffett 

             Berkshire Hathaway 2006 Annual Letter to Shareholders 
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MPIC Fund I, LP’s Performance vs. the S&P 500 

 
 

               Annual Percent Change      

       in Net Asset         in S&P 500 

     Value Per Share      with Dividends  Relative 

     Of MPIC Fund I           Included   Results 

Year               (1)                            (2)              (1)-(2)_  

2006      …………………………………………………          8.5%                9.6%     (1.1%) 

2007      …………………………………………………        26.8%                5.5%     21.3% 

 

Compounded Annual Gain  –  2006-2007        21.1%                9.1%      12.0% 

Overall Gain – 2006-2007          37.6%              15.6%      22.0% 

 
 

Notes:  Data are for calendar years with these exceptions:  2006, eight months ended 12/31 

 

Both, the S&P 500 and MPIC Fund I, LP, performances are pre-tax.  MPIC Fund I, LP results are audited and 

after all expenses, including incentive allocation. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 



 
 

MPIC Fund I, LP 
 

To the Partners of the MPIC Fund I, LP: 

 

Our net return to partners for 2007 was +26.8%, while the S&P 500 Total Return gained +5.5%.  Since 

inception on May 1, 2006, the MPIC Fund I, LP’s net return to partners was +37.6%, while the S&P 500 

Total Return finished up +15.6%.   

 

Our unconditional duty to you, our partners, is to grow investment capital at an above average rate 

while avoiding any permanent loss.   
 
 

Commentary 
 
Through most of 2006 and the first half of 2007, we held significant cash in the portfolio.  In fact, the 

average cash holding was roughly 40% over the first 14 months of operation.  Below are excerpts from 

last year’s annual report written in February 2007, on why we held so much cash: 

 

“…For investment managers who practice a deep-discount, margin of safety philosophy, discipline and 

temperament are the most crucial characteristics.  Why?  Because it is very easy to be swayed by the 

popular vote.  When your peers are hitting nothing but homeruns, it’s very comfortable to join the herd.  

To outperform the consensus, you will often be running against the grain.  We are not satisfied with 

paying 75 cents on the dollar for investments.  We are only interested in paying 30-50 cents.  In other 

words, we don’t look for cheap…we look for absurd! 

 

Those absurd ideas are few and far between in the type of market we are in.  You have large private equity 

firms and hedge funds competing for businesses, bidding up prices, and then subsequently selling them to 

another firm.  As the bids rise, the yield to investors shrinks.  Thus reducing the margin of safety available 

relative to the risk free rate found in treasury bills. 

 

Normally, when equities start to become expensive, you could find good returns on the fixed income side.  

But surprisingly, the spread between corporate bonds and government bonds has narrowed considerably.  

Usually, you have a 50-100 point spread on short-term bonds, and 100-300 point spread between long-

term bonds depending on the ratings.  This has decreased to virtually no premium for short-term bonds…   

 

…Our investment process is to dig out opportunity regardless of market conditions, but even undervalued 

opportunities can suffer when inflated markets correct.  We are patiently biding our time, waiting for the 

markets to severely correct in a specific sector, like the property/casualty insurance industry provided us 

earlier last year.  We think that the financial sector will provide some opportunity in the next few months, 

as we are currently in the midst of growing loan losses in the mortgage and subprime area. 

 

As we continue to scour the markets for individual ideas, we believe that very short-term government 

bonds provide the best opportunity when looking at return and preservation of capital.  We have no 

predictive ability about macroeconomic events, but have taken the extra precaution (the first time in my 

investing life) of buying some market puts.  We hear the same music as everyone else, the song keeps 

changing, but we only know one dance step and that the party always does end!”   

 

Well, the party did end in 2007.  Not with a cheerful wave good-bye, but as an angry, menacing drunk!  

The credit bubble the U.S. Federal Reserve helped inflate, combined with Wall Street’s chronic ability to 



lower their standards, left one hell of a mess that taxpayers and shareholders around the world will now 

have to clean up. 

 

The catalyst for much of the grief was due to the securitization and sale of subprime loans to institutions 

that were attempting to increase their investment yield.  As interest rates rose, borrowers could not 

afford the rising payments for the underlying loans, and many of these high-yield bonds or collateralized 

debt obligations (CDO’s) became worthless.  Businesses from every corner of the world were affected, as 

balance sheets became suspect and CEO’s scrambled to raise funds to support their operations.  If there is 

any lesson to be learned by investors, it would be that the most unlikely of scenarios often do unfold.  If 

you don’t believe us, just ask the New England Patriots! 
 

Through much of 2006 and the first half of 2007, we really had to work our large cash holdings to 

generate significant investment yield for partners.  There was considerable turnover, as we ran through a 

number of smaller strategies to generate gains.  While we were able to offset much of the gains with 

year-end realized losses, this type of behaviour is not our preference. 

 

Into early 2008, the portfolio now has about 90% of assets in the five core holdings we discuss below.  

This is ideally how we like to operate…good businesses at good prices, operated by excellent managers, 

where we can generate significant long-term unrealized capital gains.  It is very efficient, economical and 

far more effective. 

 

We expect considerable volatility in the fund, as much of the assets are concentrated in a few ideas.  

Volatility is simply quotational variations…sometimes up, and sometimes down.  Imagine various real 

estate agents coming to your home everyday, and each offering different appraisals of your property, and 

how much they could sell it for.  Some days they may offer 5-10% more, and some days they may offer 5-

10% less…on occasion they may even offer you 30-50% less or 30-50% more!  Can you imagine that?  

 

You would be absolutely foolish to sell at a price they offered on any given day, but would realistically 

assess the price of your home based on the market rent you could attain, the quality of the structure, the 

size of the property, and intangibles such as the view, a park across the street, or good schools in the 

neighbourhood.  Yet, each and everyday investors buy or sell foolishly.  They let market volatility influence 

their emotions, causing them to behave in an irrational manner. 

 

Due to our concentrated portfolio, we will experience market volatility on a regular basis.  We embrace it 

fully, since it is what gives us the opportunity to buy, when others are being foolish.  Market quotations 

are irrelevant on a day to day basis, but over the long-run, they usually reflect the intrinsic value of an 

investment.  Therefore our goal is to always avoid impairment of a company’s intrinsic value, or its ability 

to operate and generate cash.     

 

In that respect, the MPIC Fund I, LP and the investments we have allocated capital to have done very well.  

Our five core holdings have all increased their intrinsic value significantly over the last few months, as 

their competitors have lost ground.  We think all five are tremendous operations, with wonderful and 

talented management, that will grow investor capital for years to come.    

 
 

Unrealized Investments 

 
When we began the MPIC Fund I, LP in 2006, the insurance industry had just gone through their greatest 

year of natural losses as a result of the 2005 Gulf Hurricanes.  We had the opportunity to buy two 

excellent insurance-related companies - Berkshire Hathaway & Fairfax Financial.  It was fitting that these 

two companies would make a significant portion of our initial investments, as both businesses had an 

enormous influence upon us.   

 



Berkshire Hathaway Inc. 
 

No one has influenced our thought process more than Warren Buffett, Chairman of Berkshire Hathaway.    

His ability to explain the complexities of the financial industry in simple, but rational, terms has inspired 

thousands of private investors and professional managers.  For your Chairman, Mr. Buffett’s Letters to 

Shareholders illuminated a mind that had become quite inactive many years ago. 

 

Berkshire’s primary business is property & casualty insurance.  With the catastrophic losses in 2005, like 

all insurers, Berkshire’s price fell when the outlook was gloomy.  In our opinion, there is no insurance 

company better positioned to benefit when the rest of the industry is struggling.  In fact, in such an 

environment, Berkshire’s competitive advantages over its peers widens significantly. 

 

Outside of insurance, Berkshire has some seventy operating subsidiaries that generate steady cash flow, 

which is utilized to acquire other businesses.  This diversified book of business, along with a rock-solid 

balance sheet, results in arguably the sturdiest of “Bluechip” companies. 

 

In 2006, Mr. Buffett announced that he would bequeath most of his net worth to a handful of charitable 

trusts.  Other than perhaps Bill Gates and Sam Walton, no individual has created more wealth for 

shareholders than Mr. Buffett, and at the end of the day, no individual has given away as much either!      

 

Fairfax Financial Holdings Ltd. 

 

The MPIC Fund I, LP would never have existed if we had not met Prem Watsa, CEO of Fairfax Financial.  A 

2005 lunch with Mr. Watsa arranged by Francis Chou, and Mr. Watsa’s assistant Jo Ann Butler, was a 

seminal moment that provided us the courage to start this partnership.  While we were pleased with how 

the MPIC Fund I, LP did in 2007, we were far more delighted for Mr. Watsa last year. 

 

Shortly after the acquisition of two insurance businesses, and the subsequent devastation of 9/11, Fairfax 

Financial found themselves in the most vulnerable of positions…almost the antithesis of Berkshire 

Hathaway.  The stock had plummeted from a high of $610 in 1998 to $84 in 2003, and the sentiment 

around the company had changed from euphoria to disgust.  Under tremendous pressure by large hedge 

funds shorting the stock, and a barrage of media reports pronouncing their demise, Fairfax began the long 

and arduous recovery process. 

 

After restructuring the insurance business, restoring underwriting standards, and supporting cash flows 

with sound investment management at Hamblin-Watsa, Fairfax’s balance sheet began to improve.  They 

continued the process by reducing reinsurance recoverables, simplifying the organization, paying down 

debt, and extending remaining maturities.   

 

During this period as shareholders, we witnessed one of the most brutal assaults in memory of a CEO and 

his company.  One journalist in particular, wrote some 40 negative articles about Fairfax in a six-month 

period!  The fact that Mr. Watsa had the courage, fortitude and resilience to endure this onslaught was 

impressive.  The fact that he led his company with dignity and humility in such a trying period was 

extraordinary.  During the entire episode, malicious innuendo and all, not a single executive left the 

company…a testament to his leadership! 

 

Today, the company looks far different than just a few years ago, and recently reported record quarterly 

and annual profits for 2007, as the stock has risen into the $300 per share range.  We hope that one day 

we may live up to the standards set by the likes of Mr. Buffett and Mr. Watsa.   

 

 

 

 



Western Sizzlin Corporation 

 

Two primary characteristics are critical to our core holdings:  The first is we like to buy at a large margin of 

safety, and the second is we like good “jockeys” riding the horses we bet on.     

 

The single largest holding in the MPIC Fund I, LP is Western Sizzlin Corporation.  As we were influenced by 

Mr. Buffett, so was Sardar Biglari, CEO of Western Sizzlin.  Back in 2000, Mr. Biglari started the Lion Fund, 

which is a limited partnership very much like the MPIC Fund I, LP.  In 2006, after acquiring a large stake in 

Western Sizzlin Corporation, he became the company’s Chairman and CEO.     

 

Before Sardar arrived, an ill-conceived expansion by Western Sizzlin led to decreased same-store sales 

and a balance sheet in complete disarray.  Franchisees forced change on the company, and Jim Verney, 

CEO of Western Sizzlin Franchise Corporation, was brought in to turn the ship around.  He closed 

restaurants, sold property, paid down debt, ended poor franchise agreements, and added new franchises 

with better owners.  All in all, he just did what you would consider to be common sense.   

 

As Chairman, Sardar quickly put his talent for allocating capital to work.  His first move was to take a large 

position in a beaten down restaurant chain called Friendly’s, where he encouraged management to take 

action to either improve shareholder value or sell the company.  Friendly’s had been mismanaged by its 

incumbent Chairman, and the board of directors who received considerable director’s fees, were only 

happy to oblige.  Sardar’s pressure quickly forced management into finding a buyer. 

 

Recently, Western Sizzlin has been involved in two significant transactions.  The first is to apply a similar 

strategy they utilized at Friendly’s, against a company called Steak’n Shake (SNS).  They recently won a 

proxy fight, where Sardar displaced the incumbent CEO and CFO of SNS from the board of directors.  Now 

on the board, we believe Sardar will be able to gain increasing influence on company operations, and 

Steak’n Shake will begin their turnaround. 

 

The second initiative is an attempt to acquire a company called Itex based in Bellevue, Washington.  Itex 

runs a barter exchange for business services.  They have a number of franchises around North America, 

and demand for their service is robust.  We believe that Itex within Western Sizzlin would have certain 

competitive advantages going forward, that they would not have on their own…easier access to credit 

markets, better capital allocation of cash flows, decreased corporate overhead, and increased synergies to 

expand the business. 

 

Not only is Sardar the largest shareholder of Western Sizzlin, he receives absolutely no compensation for 

his work as CEO.  Western Sizzlin recently launched Western Acquisitions LP, an investment partnership 

for accredited investors, which will continue to leverage Sardar’s capital allocation skills.  

 

Wells Fargo & Co. 

 

Our largest foray into the financial industry was our investment in Wells Fargo Bank (WFC).  With their 

superior operational management, exceptional risk management, and diversified lines of business, WFC is 

very well-positioned to expand in what would be considered a horrible environment for its competition. 

 

WFC is the fifth largest U.S. bank and has the highest credit rating of the group.  Of the top five banks, 

they have the highest return on assets, the most efficient operations and the least amount of exposure to 

CDO’s, securitized products and subprime loans.  We were able to buy into the business at about 11 times 

current earnings, which pays a substantial dividend of 4.3% which we believe they can maintain. 

 

One of WFC’s greatest competitive advantages is their focus on cross-selling products to their customers.  

Their clients on average use twice as many company products as other bank customers.  This is a win-win 



situation for both the client and bank, as customer service and costs are better for the client, while the 

bank builds a stronger and more profitable relationship with each customer.      

 

Company “X” 

 

There has been considerable change to the investment portfolio in the first two months of 2008, and it 

looks quite different than what you actually see in the audited financials.  We invested a large amount of 

capital into a small investment company, which we now own just under five percent of.  We cannot 

disclose which company it is just yet, as we’ll most likely continue to buy more of it through the year.  We 

can certainly see ourselves as 10% owners over the next six months, as we like both the price and the 

jockey involved! 

 

The company is a small Business Development Company that utilizes a value investment approach.  They 

are ardent disciples of Benjamin Graham, and provide both investment management and consulting 

services.  We have followed the company for some time, but just weren’t happy with the market price 

available to us…that is until the beginning of 2008! 

 

The company isn’t very liquid, so over the last two months we have slowly amassed a large position close 

to book value.  We have also had discussions with its largest shareholder who would like to slowly 

liquidate their position.  We are eager to lend them a hand in their goal, and as such, our first big 

“Accredited Investor Presentation” is going to be held next month in Toronto.  Details are in the 

“Miscellaneous” section of the annual report.   

 
 

Realized Investments       
 

 

Our Losers 

 

Progressive Corp. 

 

Progressive is a wonderful auto insurer that has grown earnings per share at about 12.5% a year, over the 

last decade.  They have excellent management and a sound business operation, with a model that is on 

par with anyone else…except Geico!  Last year, we felt going forward that Progressive and Geico should 

be the large market players, along with mutual insurer State Farm.  We still think that is the correct 

prognosis. 

 

The problem is that in the short-term, as Progressive becomes competitive with their insurance rates to 

increase market share, they will continue to struggle with quarterly profits.  What looked like a 12-18 

month transition, may take over 24-36 months to get there.  In the meantime, Geico is shooting the lights 

out with its direct platform, and is taking market share away from everyone including Progressive.  To put 

it simply, they are unstoppable! 

 

We still think that Progressive will do well going forward, but our opinion of the time required for its 

transition has lengthened, and there were better investments suddenly available in the markets.  We took 

a loss of about 12% on that investment and moved the capital to greener pastures. 

 

Handleman Co. 

 

When good businesses at good prices are scarce, we often have to go in search of less desirable 

businesses that are trading well under book value, due to possible impairment of business operations.  

We buy them at a significant margin of safety, but they remain undesirable businesses.  Handleman is a 



distributor of prerecorded music to retailers in the U.S., Canada and the U.K.  They are in a dying industry, 

but to improve growth they recently acquired video game distributor & publisher Crave Entertainment. 

 

We viewed Handleman as a net-net (purchase below liquidation value), where they had about $270M in 

cash and net receivables, and about 20M shares outstanding.  After you deducted their liabilities, you 

were getting the business for free.  Theoretically, that would be a sound investment, but unfortunately 

the business was struggling and as the current market price shows, there was a very good reason why it 

was free! 

 

We paid on average about $8.70 for our shares, but fortunately realized that we didn’t like the direction 

of the business and sold out the position at an average price of $6.83, for a loss of about 21.5%.  With 

Handleman, the goodwill on the balance sheet literally was management’s generosity with their 

acquisitions! 

 

Quanta Capital Holdings Ltd. 

 

Quanta is a Bermudan reinsurer that went into runoff in early 2006 after the Gulf Hurricanes.  It was also 

a net-net investment for us, where the cash and investments on the books were worth far more than the 

stock was trading at.  The price reflected investor’s uncertainty of how the reserves would hold up as 

claims would be paid out going forward.   

 

We believed that Quanta’s management, and the team they brought on board to manage the runoff of 

the company, were very capable of doing so efficiently.   So far in 2007, they have done just that, and we 

believe our analysis was correct. 

 

We sold Quanta in 2007 for an average loss of 11.5%, simply because better ideas had come up.  The 

current market price is about 50% above our original average entry price, which only should convince you 

that we struck out twice…once when buying and then again when selling!  Perhaps, we should have had 

somebody pinch-hit for us on that one.  
 
 
Our Winners 

 

Overstock.com 

 

Overstock.com (OSTK) is an online retailer of excess inventory, third-party affiliates and auction goods.  

They are in a very cut-throat and competitive market competing with the likes of Amazon.com and Ebay.  

Normally, we would not invest in companies with few competitive advantages.  In this case, we were 

solely betting on OSTK’s pugnacious CEO Patrick Byrne, and his unflinching ability to survive and then 

thrive! 

 

We held some OSTK shares in 2006, which we sold at year-end to realize tax losses.  In the 1
st

 Q 2007, we 

purchased a significant amount of OSTK call options, tripling our exposure to OSTK.  Last year was a 

transition year for the retailer, where they had to reduce expenditures, increase efficiency and account 

for some poor decisions they made due to hyper-growth in previous years.  While they made tremendous 

progress through the year, the stock price had gotten ahead of itself and we sold our options for an 

average gain of 242% in the 3
rd

 quarter…the reason why you don’t see OSTK in the 2007 financials. 

 

During the 4th quarter, the stock price began to tumble.  In fact, it continued to tumble through the 1
st

 Q 

of 2008, while the company reported substantial improvements in margins and cost efficiency.  In the 

early part of 1
st

 Q 2008, we not only bought back our previous position in the stock, but increased it 

enormously. 



We feel that increasing reliance on selling through affiliates, rather than direct channels, will improve the 

bottom line at Overstock.  It is far less capital intensive, requires less inventory, and provides greater gross 

and net profit margins.  With a slowing economy, and increasing supply of retail inventory, OSTK now has 

the opportunity to pick and choose quality products from retailers looking to liquidate their inventory.  

This is what the business model is actually all about.   

 

During good retail environments, they should rely on affiliates, and during poor economic environments, 

they can increase direct sales through cheaper inventory purchases and increased margins on that 

inventory.  We believe that if OSTK can achieve margins similar to Amazon.com over time, then we are 

buying a dollar for about 25-35 cents. 

 

Berkshire Hathaway Inc. 

 

We sold a little bit of our Berkshire Hathaway shares to reduce exposure and invest the capital in 

Company X.  We averaged about 44.7% on the realized investment. 

 

Fairfax Financial Holdings Ltd. 

 

Well, we made an absolute killing on some Fairfax options we had purchased in 2006.  As the company 

turned around, so did the market price and we gained on average about 1,338% on some of the options 

we sold.  The fund was very small when we originally bought those options, so it was a very tiny 

position…nonetheless, the gains did add to our bottom line.  We also made about 88%, on a small amount 

of Fairfax stock we sold to reduce our total exposure and invest the capital in other ideas. 

 

Western Sizzlin Corporation 

 

We sold a very small amount of Western Sizzlin shares in 2007 for an average gain of 45.2%, and invested 

the proceeds into Company X and Wells Fargo.   

 

Constellation Brands Inc. 

 

Constellation Brands is an alcoholic beverage producer and distributor.  They have extensive wine, spirits 

and beer businesses.  With strong, steady cashflow, and a business that is resistant to recessions, we 

made about 282% on our call options in 2007. 

 

S&P500 and Chinese Market Puts 

 

We made about 146% on market puts against the S&P500 and Chinese markets during the year.  Some of 

our remaining Chinese puts were taken as tax losses at year end.  Over all, we use market puts when we 

feel there is significant risk, and we do so not to make a profit, but to hedge against any losses.   

 

Fortunately, even after taking into account the Chinese puts that expired in early 2008, we did make 

about a 30% profit on the puts.  Better yet, we did not incur market losses.  Due to the tax “wash-sale” 

rule, we were not able to repurchase our puts on the Chinese markets before they started to correct.  As 

such, we missed out on some enormous gains early in 2008! 

 
 
 
 
 
 
 
 



Miscellaneous 
 
Audit & U.S. Tax Return 

 

Our audit for 2006 and 2007 was conducted by Jordan, Patke & Associates.  We would like to thank Ron 

Niemaszyk and Shana Sparber for their work, and completing it on time and on budget.  There were no 

material issues, and we will certainly use their services again next year.   

 

We would also like to thank Mark Mandell, of Mandell Advisory Group, for completing the U.S Partnership 

Tax Return and K-1’s for the MPIC Fund I, LP.  They were also completed under budget and on time.    

 

Board of Directors 

 

As mentioned last year, our board of directors is comprised of Alnesh Mohan, Sanjeev Parsad and Andrew 

Cooke.  Andrew was a founding investor in the partnership, who we had no previous affiliation with.  We 

have built a tremendous relationship with Andrew, and he has graciously acted as a reference for the fund 

for some time.  Andrew has performed in the role of VP of Finance, CFO and Treasurer during his career.  

Coincidentally, in the past he was an independent consultant to Fairfax Financial for three years…one of 

our key holdings.    

 

As a member of the board, Andrew is updated on all events pertaining to the fund, including recent 

additions or deletions to the investment portfolio.  There are three primary benefits to Andrew’s 

involvement with the fund.  First, in the event something happens to either of the two officers of the 

general partner, Andrew is completely aware of what is occurring on the investment and administrative 

sides.  Second, as an independent partner in the MPIC Fund I, LP, Andrew has a vested interest in how it is 

operated.  Third and most importantly, he brings a wealth of experience to our table in respect to 

accounting, regulatory oversight, management and acquisitions.   

 

Andrew has been gracious enough to offer his support, knowing full well that our directors receive no 

compensation outside of a cup of Starbuck’s coffee and a Krispy Kreme doughnut…which he actually did 

not receive last year, so we’ll have to make up for that!  Now that he’s getting some sleep after becoming 

a new father last year, our existing and prospective partners are welcome to contact Andrew at (703)527-

2967. 

 

Frequently Asked Questions & Ground Rules 

 

Towards the end of the Annual Report, you will find our “Ground Rules” in Appendix A.  These are the 

fundamental principles that our partnership tries to abide by and guide our conduct.  We think these 

principles align our interests with your interests, and allow for a truly equitable partnership.  In Appendix 

B, you will find our answers to some frequently asked questions.  We will expand this as time goes by. 

 

MPIC Funds Toronto Accredited Investor Presentation 

 

Corner Market Capital Corp. is sponsoring the first MPIC Funds investor presentation in Toronto, 

immediately after the Fairfax Financial Annual Meeting.  The psychological makeup of Fairfax 

shareholders is ideal for the type of prospective partners we are looking for.  They have a firm grasp of the 

“value investing” philosophy, and like our existing partners, would be committed for the long-term. 

 

Naturally, partners in both MPIC Funds are welcome to attend and have first dibs on seats!  If you would 

like to join us, please let us know.  We expect to be holding this event annually and will probably add a 

U.S. presentation in the near future.  Both will eventually become our full-blown annual meetings for 

partners…one in the U.S. and one in Canada. 



MPIC Funds 2008 Accredited Investor Presentation 

 

April 16
th

, 2008 

12:30pm to 3:30pm 

 

Fairmont Royal York 

Salon 1 – 19
th

 Floor 

100 Front Street W 

Toronto, Ontario 

 

Light lunch and refreshments will be served. 

 

Operations & Organizational Costs 

 

As mentioned last year, our organizational costs for the fund came in at less than half of what we 

expected, and less than a quarter of what was allowed in the original LP agreement.  Our attorney Alan 

Bell and his assistant Carolyn Peters at Dorsey & Whitney, deserve our thanks for their efficient work and 

execution.   

 

Originally, the organizational costs were to be repaid to the general partner at the end of the first year, 

but because we found it harder to raise capital than we expected, we amended that agreement so that 

the costs are now amortized back over five years.  We did not want our initial partners, who have put all 

their trust and faith in us, to bear a greater burden than subsequent partners.  

 

On the operations side, we are running the fund as lean as possible.  Besides brokerage, legal, accounting 

and organizational costs, there really are no other expenses, since we have no fancy office, website or 

capital expenditures.  There was a slight increase this year in operation costs, due to the fact we did not 

have an audit last year, and Alnesh had prepared the U.S. tax return.   

 

Excluding audit and tax return expenses, actual operating costs were down significantly relative to assets 

under management.  We expect operational expenses (including audit and tax return expenses) to be 

around 1% by the end of 2008, and we believe we can get below 0.7% by the end of 2009 as the fund 

grows.  Our goal over the next few years is to be in striking distance of most passively managed index 

funds, and make us a very efficient actively-managed fund.  

 

We hope that you can appreciate our minimalist approach to operations, and the cost savings which are 

passed on to all partners, since we will behave in the same fashion when we are managing a hundred 

times the capital we currently look after. 

 

Citi Global Markets Inc. 

 

The MPIC Fund’s prime broker is Citi Global Markets in Chicago.  Ajay Desai and his team of Qui Lam, Tom 

O’Connell and Sandip Amin handle our fund.  Our experience with them is immeasurably better than we 

could have ever imagined.   Their execution, expertise and customer service is uncompromising, and we 

can not sing their praises enough!  If you’re ever looking for a broker in the U.S., please tell us and we’ll 

get you in touch with Ajay.  We simply don’t know what we would do without them! 

 

 

 

 

 

 



Our Promise To You 
 

Finally, we cannot begin to explain how we feel about the fiduciary responsibility we’ve been entrusted 

with.  For most of you, the capital invested within the MPIC Funds is due to a lifetime of effort, and all the 

challenges that you faced to get here.  We will never take that responsibility lightly! 

 

We thank you for your trust, friendship and confidence.  As always, we keep an open door policy, and our 

partners can contact us at anytime about any subject.  We wish you and your families well.       

 

 

Sincerely, 

 

 
Alnesh Mohan               Sanjeev Parsad 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
In the following pages, you will find the Audited Financial Statements for 

the MPIC Fund I, LP ending December 31, 2006 and December 31, 2007.   
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Appendix A 
 
 
The Ground Rules 

 

1.  View the partnership as one whole entity. 

 

While legally each partner is solely responsible only for their allocated investment, we believe that 

partners should view the fund as a whole.  Anything that is good for the partnership is good for all 

partners.  Anything that is not in the best interest of the partnership, is not in the best interest of all 

partners. 

 

2.  We eat our own cooking. 

 

Regardless of what the future holds, we will always reinvest a majority of the performance fee paid out to 

the general partner, Corner Market Capital U.S., back into the MPIC Fund I, LP. 

 

3.  When you look good, we look good! 

 

We receive a performance fee only when our partners have achieved at least a 6% annualized return.  If 

we don’t perform, we don’t get paid.  It’s that simple! 

  

4.  We will not utilize margin or debt to leverage our balance sheet. 

 

We have no intention, nor any desire to utilize margin trading or debt to leverage our returns. 

 

5.  We only buy investments with a significant margin of safety. 

 

Partners should never correlate activity with success.  We allocate capital only when a significant discount 

to the underlying intrinsic value of an investment is offered.  For superior returns, you need a superior 

discount.  We will often be out of step with our “value” peers, let alone the investment industry, because 

we will not pay up. 

 

6.  We manage a very concentrated portfolio.  

 

There will be times when we have perhaps 8-10 ideas in the fund, and other times we may only have 3-4 

ideas.  The better the idea, the more likely it will make up a larger portion of the fund.  Concentration in 

the fund can be directly correlated with greater certainty in our decision-making. 

 

7.  Where we can avoid taxes, we will! 

 

Often, we will let our best ideas grow unfettered, so that the unrealized gains can compound for years 

without any taxable income being triggered.  A concentrated portfolio in great businesses, with very low 

turnover, will allow the fund to behave tax-efficiently. 

 

8.  We will be candid in our assessment. 

 

When we strikeout, we will tell you.  When we hit a homerun, we will tell you.  Whether the fund 

succeeds or fails, we will always give you the truth. 

 

 

 



9.  We will only discuss the portfolio as much as warranted. 

 

While we promise to be truthful with our partners, we will only discuss the investment portfolio where we 

feel information is pertinent and doesn’t compromise our positions. 

 

10.  We keep an open-line of communication with our partners. 

 

We encourage partners to contact us whenever necessary.  Our door is always open to you! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Appendix B 
 

 

Frequently Asked Questions 
 

How is Corner Market Capital associated with the MPIC Fund I, LP? 

 

Corner Market Capital U.S. is the general and managing partner to the MPIC Fund I, LP.  Corner Market 

Capital U.S. is a Delaware registered U.S. corporation.  It is a wholly-owned subsidiary of Corner Market 

Capital Corporation, a Canadian corporation controlled by Alnesh Mohan and Sanjeev Parsad. 

 

How is the managing partner compensated? 

 

The general partner, Corner Market Capital U.S., is solely compensated by a performance fee that is 

calculated monthly and paid quarterly.  The performance fee is 25% of the profits (after all operating 

expenses) generated above a 6% annualized hurdle. 

 

Does the managing partner participate as an investor in the MPIC Fund I, LP? 

 

Currently, all performance fees outside of any tax liability are reinvested back into the MPIC Fund I, LP by 

the managing partner.  The managing partner expects to reinvest the majority of its performance fees for 

the foreseeable future. 

 

What happens to my investments if something happens to both Alnesh & Sanjeev? 

 

All partnership funds are held in an account at Citi Global Markets under MPIC Fund I, LP.  The accounts 

are monitored by Ajay Desai and Qui Lam at Citi.  Andrew Cooke, who is a director and limited partner of 

the MPIC Fund I, LP, is aware of all administrative and investment events at the fund.  If something were 

to happen, Citi along with our attorneys at Dorsey & Whitney, with the input of Andrew Cooke, will 

liquidate the fund and disperse all proceeds and unrealized gains to partners.  As the fund’s size increases, 

we will also have an outside administrator who will monitor the accounts and assist partners in such an 

event. 

 

Are my investments guaranteed from losses? 

 

Investment capital is allocated into a broad range of investments.  The assets in the MPIC Fund I, LP 

account are segregated from Citi Global Markets and Citigroup’s own equity.  While we attempt to 

preserve capital by buying investments with a large margin of safety, these investments will fluctuate with 

market conditions, and there is no guarantee from potential losses. 

 

How is your fund different than most of the other funds out there? 

 

Preservation of capital is our most important concern.  We buy investments with a large margin of safety, 

often below their liquidation value, so that we are protected from permanent loss.  We do not short 

individual stocks, trade on margin, utilize debt or allocate more than 25% of capital into any single idea.  

Our compensation is based solely on performance, and achieving a minimum return for our partners.  We 

are more efficient and flexible than most of our industry peers. 

 

 

 

 

 



 

Can I add funds to my limited partnership account? 

 

Yes, you should contact us as far ahead as possible and let us know of your intentions.  We will send you a 

deposit slip that needs to be signed and sent back to us.  Existing partners can add to their account in 

increments of $20,000.  

 

Can I withdraw funds from my account?   

 

Yes, by contacting us with sixty days notice.  You can withdraw funds from your account in $20,000 

increments, with a minimum remaining balance of $100,000. 

 

Why is 60 days notice required? 

 

Investment capital is often allocated into investments that may not be readily liquid.  It may take a bit of 

time for us to selectively liquidate a portion of the portfolio to meet any requested redemption.  We will 

try to accommodate partners as quickly as we can. 

 

If you have a very good investment idea, does the MPIC Fund I, LP or the MPIC Canadian LP get invested 

first? 

 

We send the orders to Citi Global Markets and RBC Dominion at the same time.  We have no control on 

which order gets filled first, but we try and have relatively close allocations in ideas between the two 

funds.  Depending on when capital comes into each fund, it is allocated to the cheapest ideas available at 

that time.  

 

Can I contact you if I have a question? 

 

Yes, we absolutely insist that our partners contact us directly with any query or concern they may have.  

The buck stops here!   
 

 

 

 

 

       

    

 

 

 

 

 

 
 
 
 
 
 



 

MPIC Fund I, LP 
c/o Corner Market Capital Corp. 

101 Fernway Drive 

Port Moody, BC  V3H5L9 

 
Fax:  866-279-2907 

Website:   www.cornermarketcapital.com 

 

 

Directors 

 
Andrew Cooke, CPA 

Limited Partner 
Telephone: 703-527-2967 

Email:  cooke_work@hotmail.com  

 
Alnesh Mohan, CPA 

Vice-Chairman & CEO  
Telephone: 778-228-2853 

Email:  amohan@telus.net 

 
Sanjeev Parsad 

Chairman & President 
Telephone: 604-612-3965 

Email:  sanjeevparsad@shaw.ca 
 

 

 

 

 

 

 

 

 

 

 

 

 



 

Notes: 
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