
Rule 17a-6 -- Exemption for Transactions with Portfolio 
Affiliates 

a. Exemption for transactions with portfolio affiliates. A transaction to which a fund, or a 
company controlled by a fund, and a portfolio affiliate of the fund are parties is exempt 
from the provisions of section 17(a) of the Act, provided that none of the following 
persons is a party to the transaction, or has a direct or indirect financial interest in a 
party to the transaction other than the fund:

1. An officer, director, employee, investment adviser, member of an advisory board,
depositor, promoter of or principal underwriter for the fund;

2. A person directly or indirectly controlling the fund;
3. A person directly or indirectly owning, controlling or holding with power to vote 

five percent or more of the outstanding voting securities of the fund;
4. A person directly or indirectly under common control with the fund, other than:

i. A portfolio affiliate of the fund; or
ii. A fund whose sole interest in the transaction or a party to the transaction

is an interest in the portfolio affiliate; or
5. An affiliated person of any of the persons mentioned in paragraphs (a)(1)-(4) of 

this section, other than the fund or a portfolio affiliate of the fund.
b. Definitions.

1. Financial interest.
i. The term financial interest as used in this section does not include:

A. Any interest through ownership of securities issued by the fund;
B. Any interest of a wholly-owned subsidiary of a fund;
C. Usual and ordinary fees for services as a director;
D. An interest of a non-executive employee;
E. An interest of an insurance company arising from a loan or policy 

made or issued by it in the ordinary course of business to a 
natural person;

F. An interest of a bank arising from a loan or account made or 
maintained by it in the ordinary course of business to or with a 
natural person, unless it arises from a loan to a person who is an 
officer, director or executive of a company which is a party to the 
transaction, or from a loan to a person who directly or indirectly 
owns, controls, or holds with power to vote, five percent or more 
of the outstanding voting securities of a company which is a party
to the transaction;

G. An interest acquired in a transaction described in paragraph (d)
(3) of Rule 17d-1; or

H. Any other interest that the board of directors of the fund, 
including a majority of the directors who are not interested 
persons of the fund, finds to be not material, provided that the 
directors record the basis for that finding in the minutes of their 
meeting.

ii. A person has a financial interest in any party in which it has a financial 
interest, in which it had a financial interest within six months prior to the 
transaction, or in which it will acquire a financial interest pursuant to an 
arrangement in existence at the time of the transaction.

2. Fund means a registered investment company or separate series of a registered 
investment company.

3. Portfolio affiliate of a fund means a person that is an affiliated person (or an 
affiliated person of an affiliated person) of a fund solely because the fund, a fund 
under common control with the fund, or both: 

i. Controls such person (or an affiliated person of such person); or
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ii. Owns, controls, or holds with power to vote five percent or more of the 
outstanding voting securities of such person (or an affiliated person of 
such person).
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