(801-579 74)
Marketocracy Capital Management LLC
MA-100-004 Rev 1.1

MARKETOCRACY CAPITAL MANAGEMENT LLC
1200 Park Place, Suite 100
San Mateo, CA 94403
Website: advisor.marketocracy.com
Telephone: (650) 948-1216
Facsimile: (815) 550-2852
eMail: sma@marketocracy.com

MANAGED ACCOUNT PROGRAMS

Marketocracy Capital Management LLC (ManagerQ from time to time offers one or more
investment advisory programs (each a Program( for certain of Manager® separately managed
account (BBMAQ clients (each a (Program ClientQ who open accounts under such Programs
(each a CProgram AccountQ.
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This brochure provides clients with information about Manager and the Programs that
should be considered before becoming a client of any Program. This information has
not been approved or verified by any governmental authority.




MARKETOCRACY RESEARCH

Marketocracy Data Services LLC (MDSQ, a financial publishing affiliate of Manager, operates the
Marketocracy.com Internet website (the OMDS SiteQ whose members (MembersQ manage
hypothetical, virtual mutual fund portfolios (O/irtual PortfoliosQ, seeking to:

¥ Identify MasterOMembers who can achieve superior and verifiable (simulated) investment
performances,

¥ Identify the most promising stocks in these Master membersOQop rankedOvirtual portfolios
(@irtual PortfoliosQ), and

¥ Research those Qop rankedOstocks in depth by collecting and evaluating various data and
statistics about these Virtual Portfolios as well as additional research and analyses provided
by Master and other Members who have demonstrated success in trading the stocks in
their Virtual Portfolios.

MDSOproprietary ranking methodology assesses long and short-term model portfolio performances,
as well as the specific contributions that market, sector, style and trading factors make to those
performances. MDS also uses this ranking methodology to identify Members whose investing style
is successful in the prevailing securities market environments. Because no single investment style
works at all times and in all circumstances, however, MDS repeats its ranking process periodically
to quickly replace lagging Qop-rankedO performers with leading performers. MDS provides
information for all of these Qop-rankedOmodel portfolios to Manager.

PORTFOLIO MANAGEMENT

Manager and Manager® portfolio manager use this research information in the management of the
portfolios of Manager® clients, including both pooled investment vehicles, such as mutual and
hedge funds, and SMAs for individuals, pension and profit sharing plans, trusts, estates, charitable
organizations, corporations and other business organizations. In managing its clientsOportfolios,
Manager may use smaller subsets of these Qop-rankedOmodel portfolios that MDS has ranked the
highest for performance and may not choose all of the investments in all of the Qop-rankedOmodel
portfolios. In managing certain clientsOaccounts, Manager may use information from only one Qop
rankedOmodel portfolio. For every client, however, Manager retains sole discretion to use or not
use any information regarding any Qop-rankedOportfolio.

PORTFOLIO MANAGER

Kendrick W. Kam is Manager® sole portfolio manager for all client accounts, including all Program
Accounts. Since March 2005, Mr. Kam has served as President and sole manger of Manager, an
investment adviser registered with the Securities and Exchange Commission (the GBECQ under the
Investment Advisers Act of 1940, as amended (the QActQ. Prior to this time, Mr. Kam served as
Vice President-lnvestments since July 2001. From July 2000 to March 2002, Mr. Kam was
President and sole manager of Manager. From August 1999 to the present, Mr. Kam has also been
President and a director of Manager® parent company, Marketocracy, Inc., which also is the parent
company of MDS.

From July 1999 to the present, Mr. Kam also has been President and Trustee of the Marketocracy
Funds, an investment company registered with the SEC under the Investment Company Act of
1940, as amended (the OrustQ. From July 1999 to the present, Mr. Kam has been portfolio
manager for certain series of the Trust advised and administered by Manager (each a mutual fund
and a FundQ and also President and sole manager and member of Ingenuity Capital Management
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LLC, a registered investment adviser that served as the investment adviser and administrator to a
former series of the Trust for which Mr. Kam served as portfolio manager.

From June 2003, Mr. Kam has been portfolio manager of Marketocracy Plus Fund, a private
investment company managed by Manager (the (Hedge FundQ for investors who are Qqualified
clientsO within the meaning of within the meaning of Rule 205-3(d)(1) under the Investment
Advisers Act of 1940, as amended, which include investors who each have at least $750,000
invested in the Hedge Fund and otherwise under management with MCM or have a net worth of
$1,500,000 upon becoming an investor in the Hedge Fund. From 1993 to 1999, Mr. Kam served as
President of Interactive Research Advisers, Inc., the investment adviser for Firsthand Funds, a
registered investment company, for whom Mr. Kam also served as a portfolio manager.

From 1988 to 1992, Mr. Kam served as Vice President, Finance and Marketing, for Novoste Corp., a
medical device company. Mr. Kam was born on June 8, 1960, received his B.S.C. Finance from the
University of Santa Clara in 1982 and received his M.B.A., Marketing from the Stanford Graduate
School of Business in 1986.

IMPORTANT CONSIDERATIONS

Other Advisory Clients

Each potential Program Client should understand that Manager engages in an investment advisory
business apart from managing the potential Program Client® portfolio, including without limitation
managing Funds, the Hedge Fund and other Program Accounts, and that this other business will
create conflicts of interest with the potential client@ Program Account over Manager's time devoted
to managing the Program Account and the allocation of investment opportunities among its
portfolios (including the Program Account) managed by Manager. Manager will attempt to resolve
all such conflicts in a manner that is generally fair to all of its clients.

Potential Program Clients should understand further that Manager is entitled to give advice and
take action with respect to any of its other clients that may differ from advice given or the timing
or nature of action taken with respect to a Program Client so long as it is Manager's policy, to the
extent practicable, to allocate investment opportunities to each of its clients over a period of time
on a fair and equitable basis relative to other clients.

Services Advisers

Manager has entered into referral and services arrangements with certain investment advisers
(each a CBervices AdviserQ with regard to certain SMA clients of such Services Advisers. Each such
Services Adviser is an independent contractor of Manager and performs no financial planning or
investment advisory services for Manager.

If, however, as a result of Service Adviser® referral, a Services Adviser@ SMA client becomes a
Program Client of Manager and opens a Program Account, the new Program Client has the option of
designating the Services Adviser to provide certain client services for Manager in respect of the
new Program Client@ Program Account (CBA ServicesQ, including acting as the Program Client@
primary contact with Manager. Please see the description of each Program for a description of the
services that a Services Adviser provides under that Program.

So long as the Services Adviser@ referred SMA client (i) remains a Program Client with a Program
Account, (ii) remains an SMA client of Services Adviser, (iii) designates the Services Adviser to
provide SA Services in respect of the Program Client@ Program Account, and (iv) the Services
Adviser provides such SA Services, Manager will compensate the Services Adviser for such SA
Services by paying the Services Adviser compensation based upon the average annual assets of
the potential client@ Program Account at the rates as specified for that Program in this brochure.
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mFOLIO SEPARATELY MANAGED ACCOUNTS PROGRAM

(subject to change at Manager@® sole discretion at any time)

A. FOLIOfn , Folios and FOLIO Advisor®™ Platform

Certain of Manager® Program Clients have established brokerage accounts at FOLIOfn
Investments, Inc., a registered broker-dealer (FOLIOfnQ. FOLIOfn brokerage customers can use
their FOLIOfn brokerage accounts just like a traditional brokerage account to place market, limit,
stop, or stop-limit orders for thousands of different securities, including stocks, exchange traded
funds and nobload mutual funds from many different fund groups. FOLIOfn also offers various
membership plans that, depending upon the particular plan, permit participating customers to (i)
place up to a specified maximum number of orders (other than market or stop/limit orders) for
certain more liquid securities (Olier 1Q at no charge and for reduced charges above the specified
maximum and (ii) place orders at a reduced charge for certain less liquid securities (Tier 2Q that
FOLIOfn executes, along with other FOLIOfn customersOsimilar orders, as block trades twice [?]
per day (such Tier 1 and Tier 2 securities QVindow SecuritiesOand such orders and trades QVindow
TradesQ.

However, FOLIOfn also offers a special FOLIOfn Investing feature that its brokerage customers
may use to buy, modify, and sell whole portfolios ® what FOLIOfn calls GFoliosO B in a single
transaction. FOLIOfn customers may choose from a large variety of so-called (Ready-to-Go
Folios ,Owhich are pre-packaged model baskets of stocks based on indices, sectors, geography,
and the like, or may create their own model Folios from their own research, a list, newsletter, or
even another web site. Through the FOLIOfn Investing feature, FOLIOfn brokerage customers can
buy and sell securities, which they separately own and hold in their FOLIOfn accounts, so as to
match or track their chosen model Folios in a single transaction. Depending on the membership
plan the FOLIOfn customer chooses, the FOLIOfn customer may hold and trade in single
transactions securities in their FOLIOfn brokerage account corresponding up to three (3) Folios.

FOLIOfn also offers an integrated brokerage, trading and portfolio management platform, FOLIO
Advisor®™, to registered investment advisers whose SMA clients establish brokerage accounts and
custody their securities with FOLIOfn. For those SMA clients, the participating investment adviser
may use the FOLIOfn Investing feature in managing their SMA clientsOportfolios. Thus, these
investment advisers may select their SMA clientsOportfolios security-by-security or GubscribeO
their clients to, i.e., invest all or portion of their SMA clientsOaccount assets so as to match or
track, Ready-to-Go Portfolios or to custom model portfolios created by the investment adviser.
Using the FOLIO Advisor®™ platform, participating investment advisers also may customize and
rebalance any or all such SMA portfolios, including any Folios, from time to time.

B. mFOLIO Program, mFOLIOs and mFOLIO Subscriptions

Marketocracy has entered into a FOLIO Advisor’ Institutional Agreement with FOLIOfn (the CFAI
Agreement(). Manager uses the FOLIO Advisor®" platform to manage the portfolios of its Program
Clients who have established brokerage accounts at FOLIOfn (each a GFOLIOfn AccountQ solely for
the mFOLIO Separately Managed Accounts Program (the GnFOLIO ProgramO and each such
Program Client, an GnFOLIO ClientQ.

For the use of these mFOLIO Clients, Manager has created certain model Folios (each an
OnFOLIOQ. mFOLIOs are similar in concept to FOLIOfn@ Ready-to-Go Folios, but each mFOLIO is
based primarily upon MDSOresearch information regarding the Virtual Portfolio, trading and
participation in MDS and MDS Site-related investment research activities, including without
limitation surveys and online discussions (collectively, (Research Activities) of a single selected
Member (each an OnFOLIO MasterQ. mFOLIOs, like the mFOLIO MastersOVirtual Portfolios, may
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vary over time as the mFOLIO Masters, and the Manager, respectively, make virtual trades in their
respective model portfolios.

mFOLIO Clients wishing to benefit from Manager® use of an mFOLIO MastersOResearch Activities
may instruct Manager to subscribe a portion of their FOLIOfn Account assets to the mFOLIO based
on that mFOLIO Master@ Research Activities (such subscribed assets, CBubscribed Assets(.
Subscribed Assets for each mFOLIO must be at least $10,000. mFOLIO Clients also may instruct
Manager to invest a portion of the mFOLIO Client@ FOLIOfn Account assets in shares of a Fund,
Marketocracy Masters 100sy Fund (IMOFQX(Q. Manager reviews the investments of each mFOLIO
Client@ FOLIOfn account at least quarterly for consistency with the mFOLIO Client@ investment
allocation instructions.

Unless the mFOLIO Client expressly instructs Manager otherwise, Manager effects all securities
transactions under the mFOLIO Program as Window Trades, i.e., no market or stop/limit orders.
Under the FIA, Manager also may execute mFOLIO Program transactions involving Orier 30
securities, which are less liquid than either Tier 1 or Tier 2 securities, as Window Trades.

Potential mFOLIO Clients should keep in mind, however, that the mFOLIO MastersOVirtual Portfolio,
mFOLIO, an mFOLIO and the mFOLIO Client@ FOLIOfn Account portfolio are completely separate
from and NOT the same as one another:

¥ The mFOLIO MastersOVirtual Portfolio is a model portfolio. Potential mFOLIO Clients may
review mFOLIO MastersOVirtual Portfolios only on certain MDS pages at the MDS Site,
m100.marketocracy.com.

¥ An mFOLIO is a model portfolio that Manager manages based primarily on the mFOLIO
Master@ Research. Although Manager uses the mFOLIO Manager@ Research Activities to
manage the related mFOLIO, Manager, not the mFOLIO Master, manages the mFOLIO.
Manager, in its sole discretion, may use or not use the Research Activities information of
the mFOLIO Master, in whole or in part, in managing the mFOLIO. Potential mFOLIO
Clients may review an mFOLIO only on Manager@ separate Internet website,
advisor.marketocracy.com.

¥ An mFOLIO Client@ FOLIOfn Account is an actual portfolio of securities custodied at
FOLIOfn in the mFOLIO Client@ FOLIOfn Account containing Subscribed Assets, cash or
shares of MOFQX. Only the mFOLIO Client and Manager may review the mFOLIO Client®
FOLIOfn Account and only on FOLIOfn® website, www.FOLIOfn.com.

Thus, while the holdings of an mFOLIO Client@ FOLIOfn Account actual securities portfolio, an
mFOLIO and the related mFOLIO Master@ Virtual Portfolio generally will be similar to one another,
they may differ significantly from time-to-time or even at all times.

C. Suitability
Potential mFOLIO Clients should understand that the mFOLIO Program:

¥ Limits and narrowly constrains the investment alternatives under the mFOLIO Program to
specified mFOLIO subscriptions, shares of MOFQX and cash / cash equivalents and does not
permit any other securities to be held in the FOLIOfn Account.

¥ Is intentionally narrow in its scope, is not intended to be a complete or comprehensive
investment program for the mFOLIO Client, and should constitute only a limited portion of
mFOLIO Client® overall, comprehensive investment program for which the mFOLIO Client is
solely responsible, including the responsibility to seek out and retain competent
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comprehensive financial and planning advice from financial, tax and other advisor(s) other
than Manager.

¥ Assumes and requires that the MFOLIO Program assets constitute only a portion of the
mFOLIO Client® investments that the mFOLIO Client has set aside to invest aggressively,
perhaps even speculatively, and that the mFOLIO Client can afford to lose.

D. Fees and Charges
mFOLIO clients pay the fees and charges described below:

Manager@ mFOLIO Program Fee. For its management of an mFOLIO Client@ Program
Account, each mFOLIO Client pays Manager a non-negotiable fee (nFOLIO Program FeeQ based
on the average daily assets in the mFOLIO Client@ FOLIOfn Account, including all cash and cash
equivalent assets but excluding any shares of MOFQX (the aily AssetsQ, at the annual rate(s) of:

1.50% of the Daily Assets up to $500,000

1.30% of the Daily Assets above at $500,000 up to $1,000,000
1.10% of the Daily Assets above $1,000,000 up to $3,000,000
1.00% of the Daily Assets above $3,000,000

The mFOLIO Program Fee is separate from, and in addition to, all fees and charges that the
mFOLIO Client must pay FOLIOfn for the FOLIOfn Account. FOLIOfn, on behalf of Manager and
pursuant to the mFOLIO Client@ FOLIOfn customer agreement and the FAl Agreement, collects the
mFOLIO Program Fee for each month in arrears directly from the FOLIOfn Account.

FOLIOfn Fees and Special Charges. Except for the special fees and charges described
below that are not related to the mFOLIO Program, each mFOLIO client pays FOLIOfn a fee for its
FOLIOfn Account at an annual rate of 0.40% of the Daily Assets, which provides for having as
many mFOLIOs as Manager offers and unlimited Window Trades (regardless of Tier), subject to a
$200 annual minimum fee. FOLIOfn, pursuant to the mFOLIO Client@ FOLIOfn customer
agreement and the FAI Agreement, collects its fees and charges, for each month in arrears directly
from the FOLIOfn Account.

For other than FOLIOfn@ mFOLIO Program services, FOLIOfn currently charges mFOLIO Clients
$3.95 for each market order in excess of 10 per month and $3.95 for each stop/limit order trade
made in the FOLIOfn Account. FOLIOfn also charges mFOLIO Clients the same special fees for
services such as wire transfers, paper copies of account statements / confirmations, retirement
account annual fees, etc., as it does all other FOLIOfn customers according to FOLIOfn® special
services fee schedule, which may be viewed at:

http://www.foliofn.com/content/retailcontent/investorlanding/service_fees.shtml.

Just as for all FOLIOfn customers, such non-mFOLIO Program order and special services charges
are subject to change in FOLIOfn@ sole discretion.

FOLIOfn@ mFOLIO Program-related fees differ from what are available to FOLIOfn customer
generally. To obtain the same fee rates for market and stop/limit orders, a FOLIOfn customer
would have to pay an annual membership fee of $399. However, such membership would allow
the FOLIOfn customer up to three Folios and up to 600 Window Trades per month and a reduced
charge of $1.00 per each Tier 1 Window Trade in excess of 600 and $2.95 per each Tier 2 Window
Trade. FOLIOfn does not offer reduced rates for Tier 3 securities Window Trades to customers
other than mFOLIO Clients.
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Fee and Charges Not Paid By Client. mFOLIO Clients do not pay certain fees and
changes relating to the mFOLIO Program. Rather:

MDS. Out of the mFOLIO Program Fee, Manager pays MDS for MDSOinvestment
research services for an mFOLIO an annual fee (pro rated monthly) based on a percentage of the
average net Subscribed Assets subscribed to that mFOLIO by Manager@ mFOLIO Clients (the
Csubscription FeeQ. The annual percentage currently is 0.30% but may vary over time or for
different mFOLIOs.

mMFOLIO Masters. Under the mFOLIO Program, MDS pays all or a portion of the
entire Subscription Fee that MDS receives for each mFOLIO to the mFOLIO Master upon whose
Research Activities that mFOLIO is based, provided that the mFOLIO Master is then participating in
the mFOLIO Program. Certain mFOLIO Masters who also are Services Advisers may receive
additional compensation for SA Services.

Services Advisers. Under the mFOLIO Program, a designated Services Adviser is to
provide the following SA Services to an mFOLIO Client:

¥ Responding to the mFOLIO Client@ inquiries regarding the mFOLIO Program and the
FOLIOfn Account, including but not limited to the FOLIOfn Account Statement.

¥ Assisting the mFOLIO Client in defining the mFOLIO Client@ overall investment
objectives and strategies by collecting relevant information and consulting with the
mFOLIO Client about mFOLIO Client@ assets, financial situation, individual needs,
investment goals, risk tolerance and investment experience.

¥ Assisting the mFOLIO Client in determining if the mFOLIO Client@ continuing
participation in the mFOLIO Program, including without limitation the investments
thereunder, would be suitable for the mFOLIO Client.

¥ Assisting the mFOLIO Client in completing, signing and delivering to Manager each of
the mFOLIO Program documents, including the mFOLIO Client@ Managed Account Client
Suitability Questionnaire that contains certain financial information about the mFOLIO
Client, and the FOLIOfn Customer Agreement and assist the mFOLIO Client in
completing, signing and delivering each mFOLIO Client@ investment allocation
instruction to Manager.

¥ Arranging to have Manager take control of existing non-cash assets or assist the
mFOLIO Client (at the mFOLIO Client® direction) in the conversion of non-cash assets
into cash for transfer to the FOLIOfn Account or, where neither of these approaches is
feasible, arrange for the transfer of non-conforming, non-cash assets out of the FOLIOfn
Account into a separate investment advisory or brokerage account designated by the
mFOLIO Client.

¥ Advising the mFOLIO Client on the effect that any change in the mFOLIO Client® assets,
financial situation, individual needs, investment goals, risk tolerance and investment
experience has on the mFOLIO Client@ suitability of continuing participation in the
mFOLIO Program and the investments thereunder.

¥ At least annually, contacting the mFOLIO Client to determine whether there have been
any changes in the mFOLIO Client@ assets, financial situation, individual needs,
investment goals, risk tolerance and investment experience (including whether the
mFOLIO Client wishes to modify the mFOLIO Client@ existing investment allocation
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instruction) and confirming each such contact and the substance thereof in writing to
Manager.

¥ At least quarterly, providing the mFOLIO Client with instructions as to how to contact
Service Adviser if there have been any changes in the mFOLIO Client's assets, financial
situation, individual needs, investment goals, risk tolerance and investment experience
(including whether the mFOLIO Client wishes to modify the mFOLIO Client@ existing
investment allocation instruction).

Out of, and subject to the collection of, the mFOLIO Program Fee, Manager pays a Services Adviser
for SA Services in respect of a designating mFOLIO Client@ FOLIOfn Account a fee at the annual
rates of:

0.25% of the Daily Assets up to $500,000

0.20% of the Daily Assets above at $500,000 up to $1,000,000
0.15% of the Daily Assets above $1,000,000 up to $3,000,000
0.10% of the Daily Assets above $3,000,000

Thus, the Services Adviser recommending the mFOLIO Program to the mFOLIO Client receives
compensation as a result of the mFOLIO Client®@ participation in the mFOLIO Program, and the
amount of this compensation may be more than what the Services Adviser would receive if the
potential mFOLIO Client participated in other programs of the Manager or paid separately for
investment advice, brokerage, and other services.

Such payments have the potential for creating a conflict of interest between the potential and
actual mFOLIO Client and the Services Adviser in that the Services Adviser has a financial incentive
to recommend the Program over other programs or services offered by other investment advisers
who do not make such payments.

Fees for Equivalent Services. Potential mFOLIO Program Clients should understand that
the mFOLIO Program may cost more or less than purchasing the equivalent services separately
from another investment adviser and/or another broker-dealer, depending upon the number of
equivalent portfolio(s), the number and type of securities and the level of trading activity in the
potential mMFOLIO Client® other advisory/brokerage account(s).

E. FOLIOfn Account Statements

The mFOLIO Client@ monthly FOLIOfn Account statement prepared solely by FOLIOfn pursuant to
the Customer Agreement serves as the mFOLIO Client® sole account statement under the mFOLIO
Program. mFOLIO Clients do not receive separate account statements or reports from Manager.
FOLIOfn is responsible for all information in such account statement, including any performance
information, and Manager does not review the accuracy or bases thereof.
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