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Assets  

Cash and cash equivalents $ 400,765  
Receivables  20,805  
Prepaid expenses  6,267  
Other current assets  23,706  

  
Property, net of accumulated depreciation and   

amortization of $2,156  250  
Deferred income taxes, net  36,119  

  
Total $ 487,912  
  
Liabilities   

Accounts payable and accrued expenses $ 133,879  
Accrued compensation and benefits  118,720  
Income tax payable  1,582  

  
Total liabilities  254,181  

  
Stockholder’s equity  

Capital stock, $1 par value — 1,000,000 shares authorized;  
500,000 shares issued and outstanding  500  

Additional paid-in capital  545,900  
Accumulated deficit  (312,669) 

  
Total stockholder's equity  233,731  

  
Total $ 487,912  
 
See notes to statement of financial condition. 



 

4 
 
 

1.    Summary of significant accounting policies 
Nature of operations — American Funds Distributors, Inc. (the “Company”) is a wholly owned subsidiary of 
Capital Research and Management Company (the “Parent”) and a second-tier subsidiary of The Capital Group 
Companies, Inc. (“Capital Group”). The Company is a registered broker-dealer under the Securities Exchange 
Act of 1934, and serves as the national distributor for the capital shares of investment companies and other 
investment products for which the Parent or its affiliates serve as investment adviser. The Company is also a 
registered investment adviser with the U.S. Securities and Exchange Commission (the “SEC”) and a member 
firm of the Financial Industry Regulatory Authority, the Securities Investor Protection Corporation, and the 
Municipal Securities Rulemaking Board. 

Basis of presentation — The statement of financial condition is prepared in accordance with accounting 
principles generally accepted in the United States of America (“U.S. GAAP”).  

The Company is allocated expenses paid by affiliates that are determined by a method that best approximates 
actual usage by the Company. Therefore, if the Company were a stand-alone entity, the statement of financial 
condition could be materially different. 

Estimates — The preparation of statement of financial condition in conformity with U.S. GAAP requires 
management to make certain estimates and assumptions that affect the reported amounts of assets and 
liabilities at the date of the statement of financial condition. Actual results could differ from those estimates. 

Significant estimates made by management relate primarily to the recognition of certain expense accruals. 

Cash and cash equivalents —  Cash equivalents consist of shares of money market funds for which the Parent 
serves as the investment adviser. 

Other current assets — Other current assets represent upfront commission payments on the sale of C and 
529-C shares of mutual funds for which the Parent serves as the investment adviser. The Company makes 
these payments to third-party broker dealers that perform related sales activities. These payments are 
deferred in accordance with U.S. GAAP, and amortized over a twelve-month period during which the 
Company receives reimbursements from the mutual funds in the form of service charges and contingent 
deferred sales charges.  

Depreciation and amortization of property — Depreciation of buildings, furniture, equipment and software 
is generally computed using the straight-line method over estimated useful lives of 3 to 39 years. Amortization 
of leasehold improvements is computed using the straight-line method over the estimated life of the related 
asset or the term of the lease, whichever is shorter.  

Fair value measurements — The Company measures the fair value of its assets and liabilities for financial 
reporting or disclosure purposes using methods and assumptions that are appropriate in the circumstances. 
Under U.S. GAAP, the objective of a fair value measurement is to estimate the price at which an orderly 
transaction to sell the asset or to transfer the liability would take place between market participants at the 
measurement date under current market conditions (that is, an exit price). To meet this objective, the 
Company maximizes the use of observable inputs and minimizes the use of unobservable inputs, which are 
evaluated using the following hierarchy:  

• Level 1— Values are based on quoted prices in active markets for identical securities.  

• Level 2 — Values are based on significant observable market inputs, such as quoted prices for similar 
securities and quoted prices in inactive markets.  
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• Level 3 — Values are based on significant unobservable inputs that reflect the Company’s 
determination of assumptions that market participants might reasonably use in valuing the securities. 

The Company carries investments in money market funds managed by the Parent using quoted market prices 
(a Level 1 fair value measurement), which represent the published net asset value of shares that is the basis for 
current transactions. Investments in institutional prime money market funds of $400,765 are presented in cash 
and cash equivalents.  

Income taxes — The Company’s results are included in consolidated tax returns filed by Capital Group, and 
the Company is allocated income taxes based on the separate return method. However, if the Company incurs 
a loss that is utilized by Capital Group, the loss is characterized as realized and the Company is reimbursed. 
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to temporary 
differences between the carrying amounts of existing assets and liabilities on the statement of financial 
condition and their respective tax bases using currently enacted tax rates in effect for the year in which the 
differences are expected to reverse. A valuation allowance is recorded when it is more likely than not that a 
portion or all of the deferred tax assets will not be realized.  

For each tax position taken or expected to be taken in a tax return, the Company determines whether it is 
more likely than not that the position will be sustained upon examination based on the technical merits of the 
position. A position that meets the more likely than not recognition threshold is measured at the largest 
amount of benefit that is greater than 50% likely of being realized upon settlement. Uncertain tax positions did 
not have a material effect on the statement of financial condition as of June 30, 2022. 

The Company recognizes the accrual of interest and penalties on uncertain tax positions in accrued expenses.  

The Company is subject to examination by U.S. federal tax authorities for tax returns filed for the prior three 
years and by state tax authorities for the prior four years. 

Postretirement benefits — Capital Group sponsors a plan, the Health and Welfare Benefits Plan for Retirees of 
the Capital Group Companies, to provide benefits to eligible retirees. The Company is allocated an amount of 
periodic benefit cost based on actuarial estimates; however, the Company is not allocated a portion of the 
accumulated benefit plan obligation or plan assets. The expected costs of providing postretirement health 
care benefits are recognized during the years that the associates render service to the Company.  

2.    Indemnifications, guarantees and commitments 
Management has reviewed the indemnification provisions of its material contracts. In the normal course of its 
business, the Company enters into contracts in which it makes representations and warranties as well as 
standard “hold harmless” indemnifications to counterparties. The obligation amounts of these types of 
agreements are not explicitly stated; therefore, the overall maximum amount of the obligations cannot be 
reasonably estimated. However, management believes it is unlikely the Company will have to make material 
payments under these agreements, and no liabilities related to these agreements have been recognized in 
the Company’s statement of financial condition. 

3.    Receivables from contracts with customers 
Receivables from contracts with customers were $4,660 and $4,110 at June 30, 2022 and July 1, 2021, 
respectively, and were recorded in receivables on the statement of financial condition. The Company does not 
have any significant contract assets or contract liability balances as of June 30, 2022 and July 1, 2021. 
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4.    Income taxes 
The components of deferred tax assets and deferred tax liabilities consist of the following: 

 June 30, 2022 
Deferred tax assets:  

Accrued expenses and other $ 19,179  
Accrued compensation and benefits  17,657  
Depreciation and amortization  30  

Total deferred tax assets $ 36,866  
  
Deferred tax liabilities:  

State franchise taxes $ (747) 
Total deferred tax liabilities $ (747) 
  
The Company has not established a valuation allowance against its deferred tax assets, as the Company has 
determined it will, more likely than not, realize the assets. 

The income tax payable balance primarily relates to amounts payable between Capital Group and the 
Company for jurisdictions in which Capital Group and the Company file a consolidated or combined tax 
return. 

5.    Retirement plans 
The Company participates with Capital Group and affiliates in a defined contribution retirement plan covering 
substantially all of its associates. The Company annually contributes up to 15% of each participant’s eligible 
compensation.  

6.    Transactions with affiliates 
Receivables include amounts due from affiliates of $4,889 at June 30, 2022, including receivables related to 
administrative and distribution services. Accounts payable and accrued expenses include amounts due to 
affiliates of $34,603 at June 30, 2022, including $2,240 payable to the Parent under the arrangement 
described below. 

The Company and the Parent entered into an agreement whereby the Parent will pay to the Company 
amounts necessary to pay investment dealers compensation related to the sale of Class C and 529-C shares. 
The Company makes these payments on behalf of the American Funds. The payables do not bear interest and 
are repaid as the Company collects certain monthly service fees and sales charges earned from the American 
Funds.  

7.    Net capital requirements 
The Company is subject to the SEC’s Uniform Net Capital Rule (“Rule 15c3-1”), which requires the 
maintenance of minimum net capital and requires the ratio of aggregate indebtedness to net capital not to 
exceed 15 to 1. At June 30, 2022, the Company had net capital of $138,568, which was $121,623 in excess of 
its required net capital of  $16,945. At June 30, 2022, the Company’s ratio of aggregate indebtedness to net 
capital was 1.83 to 1. 
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8.    Reserve requirements and possession or control for brokers or  
       dealers 

The Company is exempt from the provisions of Rule 15c3-3 of the Securities Exchange Act of 1934 pursuant 
to Footnote 74 of the SEC Release No. 34-70073, because the Company currently limits its business activities 
exclusively to the distribution of shares of mutual funds and other investment products.  In any event, the 
Company (1) did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to 
customers (other than money or other consideration received and promptly transmitted in compliance with 
paragraph (a) or (b)(2) of Rule 15c2-4 and/or funds received and promptly transmitted for effecting 
transactions via subscriptions on a subscription way basis where the funds are payable to the issuer or its 
agent and not to the Company); (2) did not carry accounts of or for customers; and (3) did not carry PAB 
accounts. Operating under such exemption, the Company is not required to prepare a determination of 
reserve requirements nor maintain possession or control of customer securities. 

9.    Subsequent events 
The Company has evaluated subsequent events through August 24, 2022, the date the financial statements 
were available to be issued. No material subsequent events occurred since June 30, 2022, that require 
recognition in the Company’s financial statements as of and for the year ended June 30, 2022, or disclosure in 
the notes thereto. 

 

******  


