CGM MUTUAL FUND
Ticker Symbol: LOMMX
STATEMENT OF ADDITIONAL INFORMATION
May 1, 2010

This Statement of Additional Information (the “Statement” or “SAl”) provides further
information concerning the activities and operations of CGM Mutual Fund, a series of CGM
Trust. This Statement is not a prospectus and should be read in conjunction with the CGM
Mutual Fund Prospectus dated May 1, 2010 (the “Prospectus”). Certain information which
is included in the Prospectus is incorporated by reference into this Statement. A copy of
the Prospectus may be obtained by writing to: CGM Trust, c/o The CGM Funds Investor
Services Division, 38 Newbury St., 8" Fl., Boston, Massachusetts 02116, or by calling
800-345-4048.

Certain financial information which is included in the Fund’s Annual Report to shareholders
for the period ended December 31, 2009 is incorporated by reference into this Statement.
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INTRODUCTION

CGM Mutual Fund (the “Fund”) is registered with the Securities and Exchange Commission
(“SEC") as a diversified open-end management investment company, and is organized as a
separate series of shares of CGM Trust (the “Trust”). The Trust is a Massachusetts
business trust established under the laws of Massachusetts in 1986. The Trust is
governed by an Amended and Restated Agreement and Declaration of Trust, dated January
23, 1997, as amended from time to time (the “Declaration of Trust”). The Trust is a
successor in interest to Loomis-Sayles Mutual Fund. On March 1, 1990, the Trust’s name
was changed from “Loomis-Sayles Mutual Fund” to “CGM Mutual Fund” to reflect the
assumption by Capital Growth Management Limited Partnership (“CGM” or the
“Investment Manager”) of investment advisory responsibilities with respect to the Trust.
On December 20, 1991, the Trust’s name was changed to CGM Trust and the Fund’'s
name was changed to CGM Mutual Fund.

Descriptions in the Prospectus and in this Statement of a particular investment practice or
technique in which the Fund may engage or a financial instrument which the Fund may
purchase are meant to describe the spectrum of investments that CGM, in its discretion,
might, but is not required to, use in managing the Fund’s portfolio assets. CGM may, in its
discretion, at any time employ such practice, technigue or instrument for one or more
funds but not necessarily for all funds advised by it. Furthermore, it is possible that certain
types of financial instruments or investment techniques described herein may not be
available, permissible, economically feasible or effective for their intended purposes in all
markets. Certain practices, techniques, or instruments may not be principal activities of
the Fund but, to the extent employed, could from time to time have a material impact on
the Fund’s performance.

ADDITIONAL INFORMATION REGARDING STRATEGIES AND RISKS

The following supplements the discussion in the Prospectus of the various investment
strategies and techniques that may be employed by the Fund and certain associated risks.
See Appendix A for a description of credit ratings.

Foreign Securities. The Fund may invest in securities issued by institutions, corporations
and governments established by or in one or more foreign countries, which may be
developed or undeveloped countries. Such foreign securities will otherwise satisfy the
limitations and restrictions applicable to the Fund. In making foreign investments, the Fund
will also give appropriate consideration to the following factors, among others:

. In addition to the risks associated with investing in foreign issuers, as
described in the Prospectus, because some foreign securities the Fund may
acquire are purchased with and payable in currency of foreign countries, the
value of these assets as measured in U.S. dollars may be affected favorably
or unfavorably by changes in currency rates and exchange control
regulations. Certain currency exchange expenses may be incurred when the
Fund changes investments from one country to another.

. Foreign securities markets generally are not as developed or efficient as
those in the United States. Securities of some foreign issuers are less liquid



and more volatile than securities of comparable U.S. issuers. Similarly,
volume and liquidity in most foreign securities markets are less than in U.S.
markets and, at times, volatility of prices can be greater than in the United
States. There may be less government supervision and regulation of
securities exchanges, brokers and listed companies. The issuers of some of
these securities, such as foreign bank obligations, may be subject to less
stringent or different regulations than those governing U.S. issuers. In
addition, there may be less publicly available information about a foreign
issuer, and foreign issuers are not subject to uniform accounting and
financial reporting standards, practices and requirements comparable to
those applicable to U.S. issuers. Further, it may be more difficult to obtain
current information about corporate actions by foreign issuers of portfolio
securities that affect the prices of such securities.

. Foreign securities are also subject to additional risks of possible adverse
political and economic developments, possible seizure or nationalization of
foreign deposits and possible adoption of governmental restrictions, which
might adversely affect the payment of principal and interest on the foreign
securities or might restrict the payment of principal and interest to investors
located outside the country of the issuer, whether from currency blockage or
otherwise. The Fund’s ability and decisions to purchase and sell portfolio
securities may be affected by laws or regulations relating to the convertibility
and repatriation of assets.

. Some foreign securities may be subject to transfer taxes levied by foreign
governments, and the income received by the Fund from sources within
foreign countries may be reduced by withholding and other taxes imposed by
such countries. The Fund will also incur higher custody costs in connection
with foreign securities.

Depositary Receipts. The Fund may invest in securities of non-U.S. issuers directly and
through investments in depositary receipts. American Depositary Receipts (“ADRs”) and
other forms of depositary receipts for securities of non-U.S. issuers provide an alternative
method for the Fund to make non-U.S. investments. These securities are not usually
denominated in the same currency as the securities into which they may be converted.
Generally, ADRs, in registered form, are designed for use in U.S. securities markets. ADRs
are receipts typically issued by a U.S. bank or trust company evidencing ownership of the
underlying securities.

ADRs may be issued pursuant to sponsored or unsponsored programs. In sponsored
programs, an issuer has made arrangements to have its securities traded in the form of
depositary receipts. In unsponsored programs, the issuer may not be directly involved in
the creation of the program. Although regulatory requirements with respect to sponsored
and unsponsored programs are generally similar, in some cases it may be easier to obtain
financial information from an issuer that has participated in the creation of a sponsored
program. Accordingly, there may be less information available regarding issuers of
securities underlying unsponsored programs and there may not be a correlation between
such information and the market value of the depositary receipts.



Non-Investment Grade Securities. The Fund may invest up to 35% of its total assets in
debt or fixed-income securities of a quality below investment grade at the time of
investment (i.e., securities rated lower than Baa by Moody’s Investors Service, Inc.
(“Moody’s”) or lower than BBB by Standard & Poor’s Ratings Group (“S&P”), or their
equivalent as determined by the Investment Manager), including up to 10% of its total
assets in debt or fixed-income securities rated at the time of investment Caa or lower by
Moody’s or CCC or lower by S&P, or their equivalent as determined by the Investment
Manager. Securities rated non-investment grade (lower than Baa by Moody’s or lower than
BBB by S&P) are sometimes referred to as “high yield” or “junk bonds”. High yield
securities are subject to the following risks, in addition to those described in the
Prospectus:

. High vyield securities may be regarded as predominantly speculative with
respect to the issuer’s continuing ability to make principal and interest
payments. Analysis of the creditworthiness of issuers of high yield securities
may be more complex than for issuers of higher quality debt securities, and
the ability of the Fund to achieve its investment objectives may, to the
extent of its investments in high yield securities, be more dependent upon
such creditworthiness analysis than would be the case if the Fund were
investing in higher quality securities.

. High yield securities may be more susceptible to real or perceived adverse
economic and competitive industry conditions than higher quality securities.
The prices of high yield securities have been found to be less sensitive to
interest rate changes than more highly rated investments, but more sensitive
to economic downturns or individual corporate developments. Yields on a
high yield security will fluctuate. If the issuer of high yield securities defaults,
the Fund may incur additional expenses to seek recovery.

. The secondary markets on which high yield securities are traded may be less
liquid than the market for higher grade securities. Less liquidity in the
secondary trading markets could adversely affect the price at which the Fund
could sell a particular high yield security when necessary to meet liquidity
needs or in response to a specific economic event, such as a deterioration in
the creditworthiness of the issuer, and could adversely affect and cause
large fluctuations in the daily net asset value of the Fund’s shares. Adverse
publicity and investor perceptions may decrease the value and liquidity of
high yield securities.

. It is reasonable to expect any recession to severely disrupt the market for
high yield securities, have an adverse impact on the value of such securities,
and adversely affect the ability of the issuers of such securities to repay
principal and pay interest thereon. New laws and proposed new laws may
adversely impact the market for high yield securities.

Repurchase Agreements. The Fund may invest in repurchase agreements which are
agreements by which the Fund purchases a security and obtains a simultaneous
commitment from the seller (a bank or, to the extent permitted by the Investment



Company Act of 1940, as amended (the “1940 Act”), a recognized securities dealer) to
repurchase the security at an agreed-upon price and date (usually seven days or less from
the date of original purchase). The resale price is in excess of the purchase price and
reflects an agreed upon market rate unrelated to the coupon rate on the purchased
security. Such transactions afford the Fund the opportunity to earn a return on temporarily
available cash at minimal market risk. While the underlying security may be a bill,
certificate of indebtedness, note or bond issued by an agency, authority or instrumentality
of the U.S. Government, the obligation of the seller is not guaranteed by the U.S.
Government and there is a risk that the seller may fail to repurchase the underlying
security. In such event, the Fund would attempt to exercise rights with respect to the
underlying security, including possible disposition in the market. However, the Fund may
be subject to various delays and risks of loss, including (1) possible declines in the value of
the underlying security during the period while the Fund seeks to enforce its rights thereto,
(2) possible reduced levels of income and lack of access to income during this period and
(3) inability to enforce rights and the expenses involved in attempted enforcement.

llliquid Securities. The Fund may invest up to 10% of its net assets in illiquid securities.
Securities that may be resold without registration pursuant to Rule 144A under the
Securities Act of 1933, as amended, may be treated as liquid for purposes of this policy,
subject to the supervision and oversight of the Board of Trustees, in accordance with
guidelines established by the Board of Trustees to determine whether there is a readily
available market for such securities. The foregoing investment practice could have the
effect of increasing the level of illiquidity in the Fund to the extent that qualified
institutional buyers become uninterested in purchasing the securities.

Temporary Defensive Positions. The Fund may depart from its principal investment
strategies by taking temporary defensive positions in response to adverse market,
economic or political conditions. When doing so, the Fund may hold a substantial portion
of its assets in cash or investment grade fixed-income securities and may not be pursuing
its investment objective.

FUNDAMENTAL INVESTMENT RESTRICTIONS
The Fund may not:

(1) Issue any senior securities, except as it may be permitted by the terms of any
exemptive order or similar rule issued by the SEC relating to multiple classes of shares of
beneficial interest of the Trust, and provided further that collateral arrangements with
respect to forward contracts, future contracts, short sales or options, including deposits of
initial and variation margin, shall not be considered to be the issuance of a senior security
for the purposes of this restriction;

(2) Act as underwriter of securities issued by others;

(3) Invest in oil, gas or other mineral leases, rights or royalty contracts or in real estate,
commodities or commodity contracts;

(4) Make loans (for purposes of this investment restriction, neither (i) entering into
repurchase agreements nor (ii) the purchase of bonds, debentures, commercial paper,
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corporate notes and similar evidences of indebtedness, which are a part of an issue to the
public, is considered the making of a loan);

(5) With respect to 75% of its total assets, purchase more than 10% of the outstanding
voting securities of any one issuer or invest more than 5% of the value of its total assets
in the securities of one issuer, except the U.S. Government, its agencies or
instrumentalities;

(6) Purchase any securities which would cause more than 25% of the market value of its
total assets at the time of such purchase to be invested in the securities of one or more
issuers having their principal business activities in the same industry, provided that there is
no limit with respect to investments in the U.S. Government, its agencies or
instrumentalities; or

(7) Borrow money in excess of 10% of its total assets (taken at cost) or 5% of its total
assets (taken at current value), whichever is lower, nor borrow any money except as a
temporary measure for extraordinary or emergency purposes.

If a percentage restriction is adhered to at the time of an investment, a later increase or
decrease in such percentage resulting from a change in the values of assets will not
constitute a violation of such restriction.

The investment restrictions above have been adopted by the Trust as fundamental policies
of the Fund. Under the 1940 Act, a fundamental policy may not be changed without the
vote of a majority of the outstanding voting securities of the Fund, as defined under the
1940 Act. “Majority” means the lesser of (1) 67% or more of the shares present at a
meeting of shareholders of the Fund, if the holders of more than 50% of the outstanding
shares of the Fund are present or represented by proxy, or (2) more than 50% of the
outstanding shares of the Fund. Non-fundamental investment restrictions may be changed
at any time by vote of a majority of the Trust’s Board of Trustees.

PORTFOLIO TURNOVER

Although the Fund’s investment objective is reasonable long-term capital appreciation, it
frequently sells securities to respond to changes in market, industry, or individual company
conditions or outlook, although it may only have held those securities for a short period.
Frequent trading involves higher securities transaction costs, which may adversely affect
the Fund’s performance. To the extent that this policy results in the realization of gains on
investments, the Fund will make distributions to its shareholders, which may accelerate
shareholders’ tax liabilities.

The Fund’s portfolio turnover rate for the past five years of its operation is set forth in the
Prospectus in the table entitled “Financial Highlights.” The Fund’s portfolio turnover rate
has varied significantly from year to year in the recent past due to the volatility of
economic and market conditions, and the Fund anticipates similar variations in the future.



DISCLOSURE OF PORTFOLIO HOLDINGS

The Board of Trustees of the Fund has adopted a policy governing disclosure of the Fund’s
portfolio holdings (the “Portfolio Holdings Disclosure Policy” or the “Policy”). Non-public
information about the portfolio holdings of the Fund cannot be shared with financial
consultants, investors and potential investors (whether individual or institutional), or other
third parties except in accordance with the Policy. The Policy allows the Fund to disclose
to third parties non-public information on its securities positions as follows:

(1) The Fund may release generally non-public portfolio holdings information in the
following circumstances:

(a) A trade in process or that is planned may be discussed with counterparties,
potential counterparties and others involved in the transaction (i.e., brokers
and custodians).

(b) The portfolio manager for the Fund may disclose selected portfolio holdings,
industry and sector weightings, and other general portfolio information in
interviews and other communications with the financial press and other
media, provided (i) the portfolio manager determines that it is consistent with
the interests of Fund shareholders to do so, (ii) the Fund does not have
pending trades in the securities that are disclosed, and (iii) the portfolio
manager does not disclose the number or principal amount of any security
held by the Fund. Members of the financial press and other media are not
required to enter into confidentiality agreements or undertakings not to trade
on the information disclosed in connection with such interviews or other
communications.

(2) The Fund and its service providers may release non-public portfolio holdings
information to their investment adviser, custodian, sub-custodian, auditors, or legal counsel
or to a proxy voting provider, rating agency, or other vendor or service provider as may be
necessary or convenient for these parties to provide services to the Fund, subject to
contractual, legal or other confidentiality restrictions prohibiting the recipient from sharing
such non-public information with an unauthorized source or trading upon the information
so provided.

(3) The Fund, as authorized by the President, Treasurer or Chief Compliance Officer of the
Fund, may release non-public information on its securities holdings to any party to the
extent required by laws, regulations, exchange rules, self-regulatory organization rules, or
court or governmental orders that apply to the Fund or its service providers, including
without limitation the rules of the SEC.

(4) The Fund may release non-public information on its securities holdings to such other
parties and on such other bases as may be approved by both the President and the Chief
Compliance Officer of the Fund, provided that (a) the President and Chief Compliance
Officer of the Fund determine that such disclosures are in the best interest of the Fund’s
shareholders, (b) the Fund or its service providers have legitimate business purposes for
these disclosures; and (c) no payment is made by any third party to any service provider of
the Fund in consideration of the release.



The Portfolio Holdings Disclosure Policy is binding upon the officers of the Fund and each
of the Fund’s third party service providers, including the investment adviser, the custodian,
and the auditors. The Policy does not require disclosure of information on portfolio
holdings and does not limit any disclosures of information on portfolio holdings that has
been or is concurrently being disclosed in a publicly available filing with the SEC.
Compliance with the Portfolio Holdings Disclosure Policy is monitored by the Chief
Compliance Officer of the Fund. The Chief Compliance Officer is responsible for resolving
any conflicts of interest between the Fund shareholders on one hand, and the Fund’'s
vendors or service providers on the other. The Board of Trustees of the Fund reviews the
Portfolio Holdings Disclosure Policy on a periodic basis, and receives reports from the Chief
Compliance Officer of any material violations of the Policy on a quarterly basis.

The chart below identifies each party that in the normal course of business receives from
the Fund non-public portfolio holdings information of the Fund, the frequency at which that
information is received, and the length of the lag, if any, between the date of the
information and the date on which the information is disclosed to such party.

Recipient of Portfolio Frequency of Portfolio Time Lag between Date of
Information Information Received Information and Disclosure
CGM (Adviser) Continuously provided on a None

daily basis
PricewaterhouseCoopers LLP During the annual audit of the Typically 4 days, but in certain
(independent registered Fund’s financial statements and | circumstances there could be
accounting firm) November tax reviews no time lag
State Street Bank and Trust Daily access to portfolio None
Company (Custodian) holdings
George H. Dean Co. (Printer) Quarterly Typically 5 business days
Bingham McCutchen LLP Quarterly Typically 3-4 weeks
(Counsel)
CGM Trustees Monthly Typically 2 weeks
Sungard Investment Systems Daily access to portfolio None
(portfolio software provider) holdings

MANAGEMENT OF THE FUND

The Fund is supervised by the board of trustees (the “Board”) of the Trust. The Board is
responsible for the general oversight of the Fund, including general supervision and review
of the Fund’s investment activities. The Board, in turn, elects the officers who are
responsible for administering the Fund’s day-to-day operations.

An asterisk in the following table identifies those trustees and officers who are “interested
persons” of the Trust as defined in the 1940 Act. Each trustee and officer of the Trust
noted as an interested person is interested by virtue of that individual’s position with CGM,
as described in the table below. Each trustee serves during the continued lifetime of the
Trust or until he earlier dies, resigns or is removed, or if sooner, until the election and
qualification of his successor. Each officer serves until his or her successor is elected or
qualified, or until the officer sooner dies, resigns, or is removed or becomes disqualified.




The trustees and officers of the Trust, their ages, their principal occupations during the
past five years, the number of CGM Funds they oversee, and other directorships they hold
are set forth below. Unless otherwise noted below, the address of each interested trustee
and officer is One International Place, Boston, Massachusetts 02110. Correspondence
intended for the trustees who are not "interested persons” of the Trust may be sent c/o
Capital Growth Management, One International Place, Boston, Massachusetts 02110.

Name, Address and
Age

Interested Trustees
Ken Heebner*
age 69

Robert L. Kemp*
age 77

Disinterested Trustees

Peter O. Brown
age 69

Mark W. Holland
age 60

James Van Dyke
Quereau, Jr.
age 61

J. Baur Whittlesey
age 63

Officers
Ken Heebner*

Position Held and
Length of Time
Served

Trustee since 1993

Trustee since 1990

Trustee since 1993

Trustee since 2004

Trustee since 1993

Trustee since 1990

Vice President since

Principal Occupation During Past 5
Years and Other Directorships Held

Co-founder and Employee, CGM;
Controlling owner of Kenbob, Inc.
(general partner of CGM)

Co-founder and Employee, CGM; Non-
voting owner of Kenbob, Inc. (general
partner of CGM)

Counsel (formerly, Partner), Harter,
Secrest & Emery LLP (law firm);
formerly Executive Vice President and
Chief Operating Officer, The Glenmede
Trust Company (from 1990 to 1993);
formerly Senior Vice President, J.P.
Morgan Chase Bank (from 1981 to
1990); Trustee, TT International
U.S.A. Master and Feeder Trusts (four
mutual funds) from 2000 to 2005

President, Wellesley Financial
Advisors, LLC (since 2003); formerly
Vice President and Chief Operating
Officer, Fixed Income Management,
Loomis, Sayles & Company, L.P.;
formerly Director, Loomis, Sayles &
Company, L.P. (from 1999 to 2002)

Managing Partner and Director,
Stratton Management Company
(investment management); formerly
Director and Vice President, Semper
Trust Co. (until 2006)

Member, Ledgewood, P.C. (law firm)

Co-founder and Employee, CGM;

Number of
Funds in the
CGM Funds

Complex

Overseen
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Name, Address and Position Held and Principal Occupation During Past 5 Number of
Age Length of Time Years and Other Directorships Held Funds in the

Served CGM Funds

Complex
Overseen
age 69 1990 Controlling owner of Kenbob, Inc.
(general partner of CGM)
Robert L. Kemp* President since 1990 Co-founder and Employee, CGM; Non- 3
age 77 voting owner of Kenbob, Inc. (general
partner of CGM)

David C. Fietze* Chief Compliance Employee — Legal Counsel, CGM 3
Address: Officer since 2004
38 Newbury St., 8" FI.,
Boston, MA 02116
age 41
Kathleen S. Haughton*  Vice President since Employee - Investor Services Division, 3
Address: 1992 and Anti- CGM
38 Newbury St., 8" Fl., Money Laundering
Boston, MA 02116 Compliance Officer
age 49 since 2002
Jem A. Hudgins* Treasurer since 2004 Employee - CGM 3
age 47
Leslie A. Lake* Vice President and Employee - Office Administrator, CGM 3
age 65 Secretary since 1992
Martha I. Maguire* Vice President since Employee - Funds Marketing, CGM 3
age 54 1994
Mary L. Stone* Assistant Vice Employee - Portfolio Transactions, 3

age 65

The Trust has a Trustees Committee.
the disinterested trustees of the Trust.

President since 1990

CGM

The members of the Trustees Committee are all of
The responsibilities of the Committee are to: (1)

perform the specific tasks assigned to disinterested trustees pursuant to the 1940 Act,
including annual consideration of the investment management contracts with respect to
each series of the Trust; (2) perform the Audit Committee Functions set forth in the
Trustees Committee Charter and consider any questions raised by the independent
accountants concerning the financial reporting process, internal controls, and compliance
procedures of the series of the Trust; (3) select and nominate any disinterested trustees of
the Trust; (4) review on a periodic basis the governance structures and procedures of the
series of the Trust; (5) review proposed resolutions of conflicts of interest that may arise in
the business of the series of the Trust and may have an impact on the shareholders of
those series; (6) review and consider matters that are reported to the Trustees Committee
under the Sarbanes Oxley Codes of Ethics of the Trust; (7) meet separately no less
frequently than annually with the chief compliance officer of the Trust (the "CCO")



pursuant to Rule 38a-1 under the 1940 Act and consider any compliance matters referred
to the Committee by the CCO; (8) consider the appointment and compensation of the CCO
and any proposal to remove the CCO; (9) evaluate the performance of the CCO on at least
an annual basis and establish performance goals for the CCO; and (10) provide general
oversight of the series of the Trust on behalf of shareholders. The Trustees Committee
met five times during the fiscal year ended December 31, 2009. The Trustees Committee
does not have a procedure to consider nominees recommended by shareholders.

The following table shows the trustees’ ownership in the Fund and in all registered
investment companies in the CGM Funds complex overseen by the trustees, as of
December 31, 20009.

Name of Trustee Dollar Range of Equity

Securities in the Fund

Aggregate Dollar Range of Equity
Securities in All Funds in the CGM Funds
Complex Overseen by the Trustees

Interested Trustees

Ken Heebner Over $1,000,000 Over $1,000,000

Robert L. Kemp

Over $100,000

Over $1,000,000

Disinterested Trustees

Peter O. Brown None Over $100,000
Mark W. Holland None $50,001-$100,000
James Van Dyke None Over $100,000

Quereau, Jr.

J. Baur Whittlesey

$50,001-$100,000

Over $100,000

The Trust pays no compensation to the trustees listed above who are interested persons of
the Fund. Trustees receive no pension or retirement benefits paid from Fund expenses.
No officer of the Fund received aggregate compensation exceeding $60,000 from the Fund
in the year ended December 31, 2009. The following table sets forth the compensation
paid by the Fund to its trustees for the year ended December 31, 2009:

Name of Trustee Aggregate Pension or Estimated Compensation
Compensation | Retirement Annual from the Trusts and
from Fund Benefits Benefits Fund Complex Paid to
Accrued as Upon Trustees
Part of Retirement
Fund
Expenses

Interested Trustees
Ken Heebner None None None None
Robert L. Kemp None None None None
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Name of Trustee Aggregate Pension or Estimated Compensation
Compensation | Retirement Annual from the Trusts and
from Fund Benefits Benefits Fund Complex Paid to
Accrued as Upon Trustees
Part of Retirement
Fund
Expenses

Disinterested Trustees
Peter O. Brown $12,269 None None $70,000
Mark W. Holland $12,269 None None $70,000
James Van Dyke $17,527 None None $100,000
Quereau, Jr.
J. Baur Whittlesey $12,269 None None $70,000

Principal Holders of Securities and Management Ownership

As of January 31, 2010, the trustees and officers of the Fund as a group owned
beneficially less than 1% of the outstanding shares of the Fund.

As of January 31, 2010, no shareholders of record owned 5% of or more of the
outstanding shares of the Fund.

INVESTMENT ADVISORY AND OTHER SERVICES
Advisory Agreement

CGM serves as investment manager of the Fund under an advisory agreement approved by
the shareholders of the Fund at a special meeting held on November 19, 2004 and
effective as of December 31, 2004. The advisory agreement continues in effect from year
to year, provided such continuance is approved at least annually (i) by the trustees or by a
majority of the outstanding voting securities of the Fund, and (ii) in either event, by a
majority of the disinterested trustees at a meeting called for the purpose of voting on such
approval. CGM has served as investment manager of the Fund since March 1, 1990. Prior
to March 1, 1990, the Fund was managed by Loomis-Sayles, whose Capital Growth
Management Division was reorganized into CGM on that date. Ken Heebner has
continuously managed the Fund since 1981.

Under the advisory agreement, CGM manages the investment and reinvestment of assets
of the Fund and generally administers its affairs, subject to supervision by the Board of
Trustees of the Trust. CGM furnishes, at its own expense, all necessary office supplies,
facilities and equipment, services of executive and other personnel of the Fund and certain
administrative services. For these services, CGM is compensated at the annual percentage
rate of 0.90% of the first $500 million of the Fund’s average daily net asset value, 0.80%
of the next $500 million of such value and 0.75% of such value in excess of $1 billion.
While the annual percentage rates at which CGM is compensated are higher than that paid
by most other investment companies, it is comparable to the fees paid by many investment
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companies having investment objectives and policies similar to those of the Fund. For the
fiscal years ended December 31, 2007, 2008 and 2009, the advisory fee paid to CGM
amounted to $4,897,343, $5,348,189 and $4,502,423, respectively.

The Fund pays the compensation of its trustees who are not partners, directors, officers or
employees of CGM or its affiliates (other than registered investment companies);
registration, filing, and other fees in connection with requirements of regulatory authorities;
all charges and expenses of its custodian and transfer agent; the charges and expenses of
its independent accountants; all brokerage commissions and transfer taxes in connection
with portfolio transactions; all taxes and fees payable to governmental agencies; the cost
of any certificates representing shares of the Fund; the expenses of meetings of the
shareholders and trustees of the Fund; the charges and expenses of the Fund’s legal
counsel; interest, including on any borrowings by the Fund; the cost of services, including
services of counsel, required in connection with the preparation of, and the costs of
printing, registration statements and prospectuses relating to the Fund, including
amendments and revisions thereto, annual, semi-annual, and other periodic reports of the
Fund, and notices and proxy solicitation material furnished to shareholders of the Fund or
regulatory authorities, to the extent that any such materials relate to the Fund or its
shareholders; and the Fund’s expenses of bookkeeping, accounting, auditing and financial
reporting, including related clerical expenses.

Kenbob, Inc., an investment advisory firm, is the sole general partner of CGM and is
controlled by Ken Heebner. CGM currently also acts as investment adviser to CGM Realty
Fund, CGM Focus Fund and one other mutual fund portfolio. CGM also provides
investment advice to other institutional clients.

Certain officers and trustees of the Fund also serve as officers, directors or trustees of
other investment companies advised by CGM. The other investment companies and clients
served by CGM sometimes invest in securities in which the Fund also invests. If the Fund
and such other investment companies or clients advised by CGM desire to buy or sell the
same portfolio securities at the same time, purchases and sales will be allocated to the
extent practicable on a pro rata basis in proportion to the amounts desired to be purchased
or sold for each. It is recognized that in some cases the practices described in this
paragraph could have a detrimental effect on the price or amount of the securities which
the Fund purchases or sells. In other cases, however, it is believed that these practices
may benefit the Fund. It is the opinion of the trustees that the desirability of retaining
CGM as adviser for the Fund outweighs the disadvantages, if any, which might result from
these practices.

Custodial Arrangements

State Street Bank and Trust Company (“State Street Bank”), Boston, Massachusetts
02111, is the Fund’'s custodian. As such, State Street Bank holds in safekeeping
certificated securities and cash belonging to the Fund and, in such capacity, is the
registered owner of securities held in book entry form belonging to the Fund. Upon
instruction, State Street Bank receives and delivers cash and securities of the Fund in
connection with Fund transactions and collects all dividends and other distributions made
with respect to Fund portfolio securities. State Street Bank also maintains certain
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accounts and records of the Fund and calculates the total net asset value, total net
income, and net asset value per share of the Fund on each business day.

Independent Registered Public Accounting Firm

The Fund’s independent registered public accounting firm is PricewaterhouseCoopers LLP,
125 High Street, Boston, Massachusetts 02110. PricewaterhouseCoopers LLP conducts
an annual audit of the Fund’s financial statements, reviews the Fund’s federal and state
income tax returns and consults with the Fund as to matters of accounting and federal and
state income taxation. The information concerning financial highlights in the Prospectus,
and the financial statements incorporated by reference into this Statement, have been so
included in reliance on the reports of PricewaterhouseCoopers LLP, an independent
registered public accounting firm, given on the authority of said firm as experts in auditing
and accounting.

Other Arrangements

Certain office space, facilities, equipment and administrative services for the Fund and
other mutual funds under the investment management of the CGM organization are
furnished by CGM. In addition, CGM provides bookkeeping, accounting, auditing, financial
recordkeeping, related clerical and compliance services for which it is entitled to be
reimbursed by the Fund based on the cost of providing these services. For the services
rendered to the Fund for the 2007, 2008 and 2009 fiscal years, CGM was reimbursed in
the amounts of $109,969, $108,231 and $145,344, respectively.

Codes of Ethics

The Fund and CGM each have adopted a Code of Ethics pursuant to Rule 17j-1 under the
1940 Act. These Codes of Ethics permit personnel of the Fund and CGM, under certain
circumstances, to invest in securities, including securities that may be purchased or held
by the Fund. However, the Codes of Ethics contain provisions and requirements designed
to identify and address certain conflicts of interest between personal investment activities
and the interests of the Fund. There can be no assurance that the Codes of Ethics will be
effective in identifying and addressing all conflicts of interest relating to personal securities
transactions.

PORTFOLIO MANAGER

Mr. Ken Heebner has been the portfolio manager of the Fund since 1981. In addition to
the Fund, Mr. Heebner is responsible for managing accounts for registered investment
companies, as well as separate accounts. None of these accounts are assessed a
performance-based advisory fee. Mr. Heebner is also responsible for managing one other
pooled investment vehicle which pays a performance based advisory fee to CGM. The
table below identifies, as of December 31, 2009, the total number of accounts managed
by Mr. Heebner and the assets attributable to such accounts within each of the following
categories: registered investment companies, other pooled investment vehicles and other
accounts.
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Category Total Number of Total Assets of Accounts Within
Accounts Managed Category
Within Category

Registered Investment 4 $6,460,000,000
Companies

Other Pooled Investment 1 $70,000,000
Vehicles

Other Accounts 11 $421,000,000

Mr. Heebner receives a fixed salary from CGM. In addition, after a limited partner of CGM
receives a guaranteed payment equal to 22.5% of CGM's revenues, Mr. Heebner's
compensation is directly related to the profitability of CGM and based upon his
shareholding in the general partner of CGM.

Actual or apparent conflicts of interest may arise when a portfolio manager has day-to-day
management responsibilities with respect to more than one registered investment
company, other pooled investment vehicles or other accounts. For example, the
management of multiple accounts may present a portfolio manager with a potential conflict
of interest in allocating his time among accounts. Although Mr. Heebner is not required to
devote a specific percentage of time to the Fund or to any other account, Mr. Heebner
endeavors to allocate his time fairly among the (i) Fund, (ii) each of the three other
registered investment companies he manages, (iii) the other pooled investment vehicle that
he manages and (iv) the separate accounts he manages, taken together as a group. The
separate accounts are grouped together as they are managed in a substantially similar
style. In addition, the management of multiple accounts may present a portfolio manager
with a potential conflict of interest in allocating limited investment opportunities that are
suitable for multiple accounts.

Conflicts of interest may also arise where the structure of financial or other benefits
available to an adviser or a portfolio manager differs among the multiple accounts that they
manage. The other pooled investment vehicle managed by CGM pays a performance based
advisory fee which may create an incentive to favor this account over other accounts
managed by CGM. However, Mr. Heebner has assured the trustees of the Fund that he
will, in all cases, treat the Fund fairly.

In addition, CGM has adopted order aggregation, trade allocation and other policies and
procedures to ensure that, among other things, accounts managed by CGM participate in
trades in a fair way.

Information regarding Mr. Heebner's ownership of Fund Securities is set forth under
"Management of the Fund."

PORTFOLIO TRANSACTIONS AND BROKERAGE
In placing orders for the purchase and sale of portfolio securities for the Fund, CGM always
seeks best execution. CGM will select broker-dealers or use automated trading systems

that will execute securities transactions for the Fund in such a manner that the Fund’s total
costs or proceeds in each transaction are the most favorable under the circumstances and,
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in selecting such broker-dealers or automated trading systems, CGM will consider all
factors it deems relevant, including: (a) the nature and character of the security or
instrument being traded and the markets on which it is purchased or sold; (b) the desired
timing of the transaction; (c) CGM’s knowledge of negotiated commission rates and
spreads currently available; (d) the activity existing and expected in the market for the
particular security or instrument; (e) the full range of brokerage services provided; (f) the
broker’s or dealer’s capital strength and stability, including the willingness to commit
capital with respect to a particular transaction, as well as its execution, clearance and
settlement capabilities; (g) the quality of the research and research services provided; (h)
the reasonableness of the commission or its equivalent for the specific transaction; and (i)
CGM’s knowledge of any actual or apparent operational problems of a broker-dealer.

The determinative factor in the selection of a broker or dealer will not be the lowest
possible commission cost but whether the broker’s or dealer’s likely execution of the
transaction represents the best qualitative execution for the client’s account. Transactions
in unlisted securities will be carried out through broker-dealers who make the primary
market for such securities unless, in the judgment of CGM, a more favorable execution can
be obtained by carrying out such transactions through other brokers.

Portfolio managers and trading personnel of CGM may utilize the following guidelines,
among others, to gauge the level of service provided by the broker-dealers in an attempt to
ensure that best execution is achieved:

i. whether the price level provided by the broker/dealer on each transaction is
competitive and fair relative to the market and CGM’s competitors;

ii. whether the commission level charged by the broker/dealer is competitive
and reasonable taking into account the size and difficulty of the transaction,
the liquidity of the security, and the price of the security;

iii. whether certain broker/dealers have specialization in a particular security

type;
iv. whether CGM has a strong relationship with a broker/dealer;
V. whether the broker/dealer has the ability to obtain liquidity, complete trades,

engage in unique trading strategies, execute trades quickly, satisfy CGM's
trading needs, and maximize opportunities for price improvement;

vi. whether certain broker/dealers have proven to be dependable and reliable
over time;
Vii. whether certain broker/dealers assure that they will hold CGM trading

strategy and positions in confidence;

viii. whether certain broker/dealers provide more accurate and timely execution
and are quicker to resolve settlement errors and disputes;
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iX. whether broker/dealers that have adequate resources to support the business
have demonstrated an investment in, and commitment to, technology and a
quality trading system;

X. whether a broker/dealer is willing to commit the firm’s capital in order to
complete a particular transaction; and

Xi. whether the quality of the research provided by the broker/dealer is better
than the research material provided by other broker/dealers (CGM trading
personnel receive a list of those firms who have provided valued research
services as well as a firm commission goal which the trading personnel are
requested to meet or exceed if it can be achieved within the context of all
other best execution criteria).

The Fund will not pay a broker a commission at a higher rate than is otherwise available for
the same transaction in recognition of the value of research services provided by the
broker or in recognition of the value of any other services provided by the broker which do
not contribute to the best price and execution of the transaction. Receipt of research
services from brokers may sometimes be a factor in selecting a broker which CGM believes
will provide the best price and execution for a transaction. These research services include
reports on the economy, industries, sectors and individual companies or issuers; statistical
information; accounting and tax law interpretations; political analyses; global geopolitical
research; reports on legal developments affecting portfolio securities; information on
technical market actions; credit analyses; on-line quotation and trading systems; risk
measurement; analyses of corporate responsibility issues; on-line news services; and
financial and market database services. Although it is not possible to assign an exact
dollar value to these services, they may, to the extent used, tend to reduce CGM’s
expenses. Such services may be used by CGM in servicing other client accounts and in
some cases may not be used with respect to the Fund.

CGM may pay periodic maintenance fees to brokers that make the Fund’s shares available
to their clients. The Fund will not be responsible for any such fees.

In 2009, brokerage transactions of the Fund aggregating $3,875,409,844 were allocated
to brokers providing research services and $5,033,180 in commissions were paid on these
transactions. During 2007, 2008 and 2009, the Fund paid total brokerage fees of
approximately $2,589,600, $4,565,044 and $5,033,180, respectively. The variation in
the Fund’s brokerage commissions is substantially attributable to increased portfolio
activity as a result of changes in the size of the Fund.

DESCRIPTION OF THE TRUST

The Declaration of Trust of the Trust currently permits the trustees to issue an unlimited
number of shares of beneficial interest of separate series of the Trust. Interests in the
portfolio described in the Prospectus and in this Statement are represented by shares of
the Fund. Each share of the Fund represents an interest in such series which is equal to
and proportionate with the interest represented by each other share. The shares of the
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Fund do not have any preemptive rights. Upon liquidation of the portfolio, shareholders of
the Fund are entitled to share pro rata in the net assets of such portfolio available for
distribution to shareholders. The Declaration of Trust also permits the trustees to charge
shareholders directly for custodial, transfer agency and servicing expenses. The trustees
have no present intention of making such direct charges.

The Declaration of Trust also permits the trustees, without shareholder approval, to create
one or more additional series or classes of shares or to reclassify any or all outstanding
shares as shares of particular series or classes, with such preferences and rights and
eligibility requirements as the trustees may designate. While the trustees have no current
intention to exercise the power to establish separate classes of the existing series of the
Trust, it is intended to allow them to provide for an equitable allocation of the impact of
any future regulatory requirements, which might affect various classes of shareholders
differently. The trustees may also, without shareholder approval, merge two or more
existing series.

Shareholder Rights

Shareholders are entitled to one vote for each full share held (with fractional votes for
fractional shares held) and may vote (to the extent provided herein) on the election of
trustees of the Trust and on other matters submitted to the vote of shareholders. There
will normally be no meetings of shareholders for the purpose of electing trustees, except
that in accordance with the 1940 Act (i) the Trust will hold a shareholders’ meeting for the
election of trustees at such time as less than a majority of the trustees holding office have
been elected by shareholders, and (ii) if the appointment of a trustee to fill a vacancy in the
Board of Trustees would result in less than two-thirds of the trustees having been elected
by the shareholders, that vacancy may only be filled by a vote of the shareholders. In
addition, trustees may be removed from office by a written consent signed by the holders
of two-thirds of the outstanding shares and filed with the Trust’'s custodian or by a vote of
the holders of two-thirds of the outstanding shares at a meeting duly called for the
purpose, which meeting shall be held upon the written request of the holders of not less
than 10% of the outstanding shares. Upon written request by ten or more shareholders of
record who have been such for at least six months and who hold in the aggregate shares
equal to at least the lesser of (i) $25,000 in net asset value or (i) 1% of the outstanding
shares, stating that shareholders wish to communicate with the other shareholders for the
purpose of obtaining the signatures necessary to demand a meeting to consider removal of
a trustee, the Trust will either provide access to a list of shareholders or disseminate
appropriate materials (at the expense of the requesting shareholders). Except as set forth
above, the trustees shall continue to hold office and may appoint successor trustees.
Voting rights are not cumulative.

No amendment may be made to the Declaration of Trust without the affirmative vote of a
majority of the holders of the outstanding shares of the Trust except (i) to change the
Trust’s name or to cure technical problems in the Declaration of Trust and (ii) to establish,
designate or modify new and existing series or subseries of Trust shares or other
provisions relating to Trust shares in response to applicable laws or regulations. The
shareholders of the Fund shall not be entitled to vote on matters exclusively affecting any
other series, such matters including, without limitation, the adoption of or change in the
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investment objectives, policies or restrictions of the series and the approval of the
investment advisory contracts of the series. Similarly, no shareholders of any other series
shall be entitled to vote on any such matters exclusively affecting the Fund. In particular,
the phrase “majority of the outstanding voting securities of the Fund” as used in this
Statement shall refer only to the shares of the Fund.

Shareholder and Trustee Liability

Under Massachusetts law, shareholders could, under certain circumstances, be held
personally liable for the obligations of the Trust; however, the Declaration of Trust
disclaims shareholder liability for acts or obligations of the Trust and requires that notice of
such disclaimer be given in each agreement, obligation or instrument entered into or
executed by the Trust or trustees. The Declaration of Trust provides for indemnification
out of Fund property for all losses and expenses of any shareholder held personally liable
for the obligations of the Trust. Thus, the risk of a shareholder incurring financial loss on
account of shareholder liability is considered remote since it is limited to circumstances in
which the disclaimer is inoperative and the Fund itself would be unable to meet its
obligations.

The Declaration of Trust further provides that the trustees will not be liable for errors of
judgment or mistakes of fact or law. However, nothing in the Declaration of Trust protects
a trustee against any liability to which the trustee would otherwise be subject by reason of
willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved
in the conduct of his office.

In addition to the foregoing, the Declaration of Trust provides that the appointment,
designation or identification of a trustee as a member or chairperson of a committee or
sub-committee of the trustees or any function of such a committee or sub-committee, an
expert on any topic or in any area (including an audit committee financial expert), or the
lead or head independent trustee, or any other special appointment, designation or
identification of a trustee, will not impose on that person any duty, obligation or liability
that is greater than the duties, obligations and liabilities imposed on that person as a
trustee in the absence of the appointment, designation or identification (provided that this
limitation does not apply to duties expressly imposed pursuant to the By-Laws of the Trust,
a charter of a committee or sub-committee of the Board of Trustees or by a vote of the
Board of Trustees).

The By-Laws of the Trust provide for indemnification by the Trust of the trustees and
officers and former trustees and officers of the Trust except with respect to any matter as
to which it has been finally adjudicated that such person did not act in good faith in the
reasonable belief that such action was in the best interests of the Trust. No officer or
trustee or former officer or trustee may be indemnified against any liability to the Trust or
the Trust’'s shareholders to which such person would otherwise be subject by reason of
willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved
in the conduct of his or her office.

All persons dealing with the Fund must look only to the assets of the Fund for the

enforcement of any claims against the Fund and no other series of the Trust assumes any
liability for obligations entered into on behalf of the Fund.
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PERFORMANCE INFORMATION COMPARISONS

The performance of the Fund may be compared against certain widely acknowledged
standards or indexes for stock and bond market performance, some of which are described
below, or against the U.S. Bureau of Labor Statistics’ Consumer Price Index.

The Standard & Poor’s 500 Index (the “S&P 500 Index”) is a market value-weighted and
unmanaged index showing the changes in the aggregate market value of 500 stocks
relative to the base period 1941-43. The S&P 500 Index is composed almost entirely of
common stocks of companies listed on the New York Stock Exchange, although the
common stocks of a few companies listed on the NYSE AMEX (formerly, the American
Stock Exchange) or traded over-the-counter are included.

The Dow Jones Industrial Average is a market value-weighted and unmanaged index of 30
large industrial stocks traded on the New York Stock Exchange.

Performance of the S&P 500 Index and the Dow Jones Industrial Average does not reflect
deductions for fees, expenses or taxes. An investor cannot invest directly in an index.

The Consumer Price Index, published by the U.S. Bureau of Labor Statistics, is a statistical
measure of change, over time, in the prices of goods and services in major expenditure
groups.

Lipper Inc. (formerly, Lipper Analytical Services, Inc.) is an independent service that
provides research on over 115,000 mutual funds worldwide. From time to time, the Fund
may include its ranking among mutual funds tracked by Lipper in advertisements or sales
literature.

Morningstar, Inc. (“Morningstar”) is an independent mutual fund ranking service.
Morningstar proprietary ratings reflect historical risk-adjusted performance and are subject
to change every month. Morningstar rates mutual funds from one to five stars based on
how well they've performed (after adjusting for risk and accounting for all sales charges) in
comparison with similar funds. From time to time, the Fund may include its ranking among
mutual funds tracked by Morningstar in advertisements or sales literature.

Value Line, Inc. (“Value Line”), is an independent mutual fund ranking service that reviews
the performance of mutual funds. Value Line uses a dual ranking system whereby each
fund receives an Overall Rank, measuring various performance criteria taking risk into
account, and a Risk Rank, to show the total level of risk the fund has assumed. Funds are
ranked from 1 to 5, with 1 being the Highest Overall Rank (the best risk adjusted
performance) and the best Risk Rank (the least risky). From time to time, the Fund may
include ranking information provided by Value Line in advertisements and sales literature.

From time to time, programs and articles about the Fund regarding performance, rankings
and other characteristics of the Fund and information about persons responsible for its
portfolio management may appear on television and in national publications and major
metropolitan newspapers including, but not limited to, CNBC, PBS, Bloomberg, The Wall
Street Journal, The Boston Globe, The New York Times, Barron’s, Forbes, Fortune, Money,
U.S. News and World Report, Kiplinger’s Personal Finance and Business Week magazines.
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In particular, some or all of these media may publish their own rankings or performance
reviews of mutual funds, including the Fund. References to or reprints of, or quotations
from, such articles may be used in the Fund’s promotional literature. The Fund may also
include in its advertising and sales literature information concerning the experience of Mr.
Heebner, the Fund’'s portfolio manager, in managing other mutual funds and private
accounts, including ranking and rating information about such funds.

NET ASSET VALUE AND PUBLIC OFFERING PRICE

The method for determining the public offering price and net asset value per share is
summarized in the Prospectus under “Pricing of Shares.”

The net asset value of a share of the Fund is determined by dividing the Fund’s total net
assets (the excess of its assets over its liabilities) by the total number of shares
outstanding and rounding to the nearest cent. Such determination is made as of the close
of normal trading on the New York Stock Exchange on each day on which the Exchange is
open for unrestricted trading, and no less frequently than once daily on each day during
which there is sufficient trading in the Fund’s portfolio securities that the value of the
Fund’s shares might be materially affected. During the 12 months following the date of
this Statement, the New York Stock Exchange is currently expected to be closed on the
following holidays: Memorial Day, Independence Day, Labor Day, Thanksgiving Day,
Christmas Day, New Year’'s Day, Martin Luther King, Jr. Day, Presidents’ Day and Good
Friday.

Equity securities are valued on the basis of valuations furnished by a pricing service,
authorized by the Board of Trustees. Equity securities listed or regularly traded on a
securities exchange or in the over-the-counter (OTC) market are valued at the last quoted
sale price or, for certain markets, the official closing price at the time the valuations are
made. A security that is listed or traded on more than one exchange is valued at the
quotation on the exchange determined to be the primary market for such security. For
securities with no sale reported the last reported bid price is used. Corporate debt
securities are valued on the basis of valuations furnished by a pricing service, authorized
by the Board of Trustees, which determines valuations for normal, institutional-size trading
units of such securities using market information, transactions for comparable securities
and various relationships between securities which are generally recognized by institutional
traders. United States government debt securities are valued at the current closing bid, as
last reported by a pricing service approved by the Board of Trustees. Short-term
investments having a maturity of sixty days or less are stated at amortized cost, which
approximates value. Other assets and securities which are not readily marketable will be
valued in good faith at fair value using methods determined by the Board of Trustees.

HOW TO PURCHASE SHARES

The procedures for purchasing shares of the Fund are summarized in the Prospectus under
“How to Purchase Shares.”

SHAREHOLDER SERVICES

Please be sure to keep copies of any documents you send to the Fund. Once received,
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these documents become the property of the Fund and will not be returned.
Signature Validation Program

Changes to some account options (e.g. Systematic Withdrawal Plan (“SWP”), Automatic
Investment Plan (“AlP”), Telephone Investment Plan (“TIP”)) require that you obtain a
Signature Validation Program (“SVP”) stamp of your signature. This stamp may be
obtained from eligible members of a Medallion Signature Guarantee Program or other
eligible guarantor institutions in accordance with SVP. Eligible guarantor institutions
generally include banks, broker/dealers, credit unions, members of national securities
exchanges, registered securities associations, clearing agencies and savings associations.
You should verify with the institution that they are an eligible guarantor institution prior to
signing. A notary public can not provide an SVP stamp.

Open Accounts

A shareholder’s investment in the Fund is credited to an open account maintained for the
shareholder by the CGM Shareholder Services Department (“CGM Shareholder Services”)
of Boston Financial Data Services, Inc. (“BFDS”), the shareholder servicing agent for State
Street Bank. The address is: CGM Shareholder Services, c/o BFDS, P.O. Box 8511,
Boston, MA 02266-8511, or by overnight mail to: 30 Dan Road, Canton, MA 02021-
2809. CGM makes available retirement plan forms and prototype plan documents for tax
deferred Money Purchase Pension or Profit Sharing Plans, as well as SEP-IRAs and
Traditional and Roth IRAs established under retirement plans sponsored by CGM (“CGM
Retirement Plans”). In this SAI, CGM Retirement Plans other than Traditional IRAs, Roth
IRAs and SEP-IRAs are referred to as “CGM Qualified Retirement Plans.”

Following each transaction in the account, a shareholder will receive an account statement
disclosing the current balance of shares owned and the details of recent transactions that
have taken place during the year. After the close of each fiscal year, CGM Shareholder
Services will send each shareholder a statement providing federal tax information on
dividends and distributions paid to the shareholder during the year. The year-end
statement should be retained as a permanent record. Shareholders will be charged a fee
for duplicate information.

Certificates representing shares are issued only upon written request to CGM Shareholder
Services but are not issued for fractional shares. The open account system permits the
purchase of full and fractional shares and, by making the issuance and delivery of
certificates representing shares unnecessary, eliminates problems of handling and
safekeeping, and the cost and inconvenience of replacing lost, stolen, mutilated or
destroyed certificates. To replace a lost certificate, the shareholder is required to (a) pay a
surety bond of 2% of the current value of the lost certificate or a minimum of $25, and (b)
complete, sign (with all signatures notarized) and return an Affidavit of Loss Form X-17F-
1A. The Affidavit of Loss is available by contacting CGM Shareholder Services at 800-
343-5678.

The costs of maintaining the open account system are borne by the Fund, and no direct
charges are made to shareholders. Although the Fund has no present intention of making
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such direct charges to shareholders, it reserves the right to do so. Shareholders will
receive prior notice before any such charges are made.

Systematic Withdrawal Plans (“SWP”)

A Systematic Withdrawal Plan, referred to in the Prospectus under “Shareholder Services
— Systematic Withdrawal Plan,” provides for monthly, bi-monthly, quarterly, semi-annual
or annual withdrawal payments of $50 or more from the non-fiduciary account of a
shareholder provided that the account has a value of at least $10,000 at the time the plan
is established and has all dividend and capital gains reinvested. A shareholder may
establish a SWP by completing a Service Options form with an SVP stamp. The SWP is
not available to omnibus accounts. Systematic withdrawals taken from CGM Retirement
Plans require specific instruction. Please contact CGM Shareholder Services at 800-343-
5678.

Payments will be made either to the shareholder or to any other person or entity
designated by the shareholder. If payments are issued to an individual other than the
registered owner(s) and/or mailed to an address other than the address of record, an SVP
stamp will be required on the appropriate form. Shares to be included in a SWP must be
held in an open account rather than certificated form. Income dividends and capital gain
distributions will be reinvested at the net asset value determined as of the close of the
New York Stock Exchange on the record date for the dividend or distribution. If
withdrawal checks are returned to the Fund as “undeliverable” or remain uncashed for
more than six months, the shareholder’'s SWP will be canceled, such undeliverable or
uncashed checks will be canceled and such amounts reinvested in the Fund at the per
share net asset value determined as of the date of cancellation of the checks. Special
rules apply to fiduciary accounts. Please call CGM Shareholder Services at 800-343-5678
for more information.

Since withdrawal payments represent in whole or in part proceeds from the liquidation of
shares, the shareholder should recognize that withdrawals may reduce and possibly
exhaust the value of the account, particularly in the event of a decline in net asset value.
Accordingly, the shareholder should consider whether a SWP and the specified amounts to
be withdrawn are appropriate in the circumstances. The Trust makes no recommendations
or representations in this regard. For federal income tax purposes, a withdrawal under a
SWP constitutes a sale of shares, which may result in a taxable gain or loss. It may be
appropriate for the shareholder to consult a tax adviser before establishing such a plan.
See “Income Dividends, Capital Gains Distributions and Tax Status” below for certain
information as to federal income taxes.

Exchange Privilege

A shareholder may exchange shares of the Fund for shares of other CGM Funds. The
value of shares exchanged must be at least $1,000 and all exchanges are subject to the
minimum investment requirements of the Fund into which the exchange is being made.
This option is summarized in the Prospectus under “Shareholder Services — Exchange
Privilege.” Exchange requests cannot be revoked once they have been received in good
order. As described in the Prospectus, frequent trading can negatively impact Fund
performance and shareholders. Therefore, the Fund limits the number of exchanges a
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shareholder can make to four exchanges per account (or two round trips out of the Fund
and back again) per calendar year. The Fund also reserves the right to prohibit exchanges
during the first 15 days following an investment in the Fund. A shareholder may exercise
the exchange privilege only when the fund into which shares will be exchanged is
registered or qualified in the state in which such shareholder resides.

Exchanges may be made on any day the New York Stock Exchange is open. Exchanges
may be effected by (i) a telephone request to CGM Shareholder Services at 800-343-5678,
provided a special authorization form is on file with the Trust, or (ii) a written exchange
request to CGM Shareholder Services. Exchange requests must be received prior to the
close of the New York Stock Exchange (normally 4:00 p.m. eastern time). Telephone
exchange requests will not be accepted after the close of the New York Stock Exchange.
If a written exchange request is received after the close of the New York Stock Exchange,
it will be priced at the net asset value determined on the next business day.

The Trust reserves the right to modify this exchange privilege without prior notice, except
as otherwise required by law or regulation. In addition, under applicable anti-money
laundering regulations, exchange requests may be suspended, restricted, cancelled, or
processed with proceeds withheld.

For federal income tax purposes, an exchange constitutes a sale of shares, which may
result in a taxable gain or loss.

Automatic Investment Plan (“AlIP”)

Once initial investment minimums have been satisfied (see “How to Purchase Shares” in
the Prospectus), a shareholder may participate in an AIP, pursuant to which the Fund
debits $50 or more on or about the same date each month from a shareholder’s checking
account and transfers the proceeds into the shareholder’'s Fund account. To participate, a
shareholder must authorize the Fund and its agents to initiate Automated Clearing House
(“ACH") debits against the shareholder’s designated checking account at a bank or other
financial institution. Please contact CGM Shareholder Services at 800-343-5678 to
determine the requirements associated with debits from savings banks and credit unions.

Telephone Investment Plan (“TIP”)

Once initial investment minimums have been satisfied (see “How to Purchase Shares” in
the prospectus), investments of at least $560 may be made by telephone by calling CGM
Shareholder Services at 800-343-5678. A telephone purchase is made with funds drawn
from your pre-designated U.S. bank account. The trade date for a telephone purchase is
generally the business/banking day after your request, provided your request is received by
CGM Shareholder Services prior to the close of the New York Stock Exchange, normally 4
p.m. eastern time. If you telephone your purchase request after the Exchange closes or on
a day when the Exchange is not open for business, the Fund cannot accept your request
and a new one will be necessary.

23



General Information Relating to the AIP and TIP

Shareholders receive a confirmation of each purchase of Fund shares under the AIP or TIP.
If a shareholder elects to redeem shares of the Fund purchased under the AIP or TIP within
15 calendar days of such purchase, the shareholder may experience delays in receiving
redemption proceeds. See “All Redemptions.”

Once a shareholder enrolls in the AIP or TIP, the Fund and its agents are authorized to
initiate ACH debits against the shareholder’s account payable to the order of The CGM
Funds. Such authority remains in effect until revoked by the shareholder, and, until the
Fund actually receives such notice of revocation, the Fund is fully protected in initiating
such debits. Participation in the AIP or TIP may be terminated or changed by sending
written notice to CGM Shareholder Services, c/o BFDS, P.O. Box 8511, Boston, MA
02266-8511, or by calling 800-343-5678 more than 14 days prior to the next scheduled
debit date. The Fund may terminate a shareholder’s participation in the AIP or TIP
immediately in the event that any item is unpaid by the shareholder’s financial institution.
The Fund may terminate or modify the AIP or TIP at any time.

Retirement Plans

Under “Shareholder Services — Retirement Plans” the Prospectus refers to several CGM
Retirement Plans. These plans may be funded with shares of the Fund.

For participants under age 59 1/2, generally, all income dividends and capital gain
distributions of plan participants must be reinvested. Plan documents and further
information can be obtained from the Trust by writing or calling the Trust as indicated on
the cover of this Statement. Retirement Plan fees currently include a $5 set-up fee per
plan type, a $15 annual maintenance fee per account and a $5 close-out fee per account.
CGM may receive a portion of the annual maintenance fee and close-out fee as
reimbursement for its maintenance of certain fiduciary retirement plan accounts.

Check with your financial or tax adviser as to the suitability of Fund shares for your
retirement plan.

Transfer on Death Accounts

The Fund generally permits “transfer on death” (“TOD") registration of shares. Upon the
death of the registered owner(s) the shares are transferred to a designated beneficiary or
beneficiaries upon receipt of notification of death and written instructions, in good order,
from the beneficiary or beneficiaries. To open a TOD account please follow the
instructions in the Fund application or call 800-343-5678. Please note that the TOD
option for a joint account becomes effective upon the death of a// of the registered owners.
At that time the listed beneficiary becomes the owner of the account. The beneficiary for
a joint account must be the same for all owners.

The terms of TOD registrations and accounts are governed by certain TOD rules mandated
by the state you reside in (“TOD Rules”). Please contact CGM Shareholder Services, c/o
BFDS, P.O. Box 8511, Boston, MA 02266-8511, or call 800-343-5678, for a copy of the
TOD Rules. By opening a TOD account, you agree to be bound by the TOD Rules.
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Address Changes

Shareholders can request that their address of record be changed either by telephone or in
writing (by mail or delivery service, but not by facsimile or e-mail) in accordance with the
policies and procedures of the Trust. After an address change is made, no telephone or
written redemption requests will be honored for 60 days (does not apply to required
minimum distributions (“RMDs”)), unless the request includes an SVP stamp of the
registered owner’s signature. Written requests for a change of address may be mailed to:
CGM Shareholder Services, c/o BFDS, P.O. Box 8511, Boston, MA 02266-8511.

If a statement or check sent to a shareholder is returned three times, mailings to the
shareholder may be discontinued until the shareholder contacts CGM Shareholder Services
with correct address information.

Medallion Signature Guarantees

Certain redemption requests require a Medallion Signature Guarantee from an eligible
guarantor institution. Eligible guarantor institutions generally include banks, broker/dealers,
credit unions, members of national securities exchanges, registered securities associations,
clearing agencies and savings associations. You should verify with the institution that they
are an eligible guarantor institution prior to signing. An SVP stamp is not acceptable for a
redemption request that requires a Medallion Signat