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Assets    

Cash    65,000$         

Distribution fee receivable    46,371           

Due from parent 117,084         

Prepaid expenses    30,071           

Total assets    258,526$       

    

Liabilities and shareholder’s equity    

Liabilities: –$                  

Shareholder’s equity:    

Common stock, $10 par value:    

1,000,000 authorized, 250 issued and outstanding    2,500             

Additional paid-in capital    322,699         

Accumulated deficit    (66,673)          

Total shareholder’s equity    258,526         

Total liabilities and shareholder’s equity    258,526$       

    

See accompanying notes.    
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Distribution fee revenue (see Note 5) –$                  

Service fee income from Parent (see Note 5) 96,782           

General and administrative expenses    (96,782)          

Income before income tax    –                    

Income tax    –                    

Net income    –$                  

    

See accompanying notes.    

Year Ended December 31, 2019

(a wholly owned subsidiary of Payden & Rygel)
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Additional

Common Paid-in Accumulated

Stock Capital Deficit Total

    

Balance at December 31, 2018 2,500$           322,699$       (66,673)$        258,526$       

Net income    –                    –                    

Balance at December 31, 2019 2,500$           322,699$       (66,673)$        258,526$       

    

See accompanying notes.    
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Operating activities    

Net income    -$                   

Adjustments to reconcile net income to net cash used in    

operating activities:    

Decrease in distribution fees receivable    62                  

Decrease in due from Parent    2,514             

Increase in prepaid expenses    (2,576)            

Net cash used in operating activities    -                     

    

Cash at beginning of year    65,000           

Cash at end of year    65,000$         

    

See accompanying notes.    

Year Ended December 31, 2019

(a wholly owned subsidiary of Payden & Rygel)
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Statement of Cash Flows
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Payden & Rygel Distributors 
(a wholly owned subsidiary of Payden & Rygel) 

Notes to Financial Statements 

December 31, 2019 

1. Organization 

Payden & Rygel Distributors, a California corporation (the Company), was incorporated on 

February 13, 1992, and is a wholly owned subsidiary of Payden & Rygel (the Parent). The 

Company is a registered broker-dealer under the Securities Exchange Act of 1934 and is also a 

member of the Financial Industry Regulatory Authority. The Company serves as distributor of 

shares of the Payden & Rygel Investment Group, a series of mutual funds (collectively, the Funds). 

The Company assists the Funds in marketing and advertising the availability of Fund shares and 

enters into agreements with third-party broker-dealers to assist in the distribution of Fund shares.  

As the Company neither carries customer accounts, nor performs custodial functions related to 

customer securities, it is exempt from the provisions of Rule 15c3-3 of the Securities and Exchange 

Commission. 

2. Summary of Significant Accounting Policies 

The Company’s financial statements have been prepared in accordance with U.S. generally 

accepted accounting principles (GAAP), which requires management to make judgments and 

assumptions that affect the amounts reported in the statement of financial condition and 

accompanying notes. Actual results could differ from those estimates. The following is a summary 

of significant accounting and reporting policies: 

Revenue Recognition 

As the distributor of shares of the Funds, the Company receives distribution fees from the Adviser 

and Retirement classes of certain Funds, related to sales & marketing activity (performance 

obligation), which are recorded when the performance obligation is satisfied on a daily basis at a 

point in time. Distribution fees are based on a percentage of average net assets in these Funds’ 

Adviser and Retirement classes (transaction price). 

The Company also earns fee revenue under an agreement with the Parent. See Note 5. 

General and Administrative Expenses 

General and administrative expenses consist of registration, marketing, and professional fees, and 

are expensed as incurred. 
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3. Net Capital Requirements 

Pursuant to the Uniform Net Capital requirements of the Securities and Exchange Commission 

under Rule 15c3-1, the Company is required to maintain a minimum net capital, as defined. In 

addition, the ratio of aggregate indebtedness to net capital, both as defined, cannot exceed 15 to 1. 

At year end, the Company had net capital, as defined, of $111,371 which was $106,371 in excess 

of its net required capital of $5,000, and the ratio of aggregate indebtedness to net capital was 0 to 

1. 

4. Income Taxes 

The Company files its tax return on a consolidated basis with the Parent and has a tax-sharing 

agreement to compute income tax expense/benefit on a pro-rata basis. Tax years 2016 through 

2019 are subject to examination by the federal taxing authority. In December 2018, the Internal 

Revenue Service (IRS) notified the Parent that its 2017 tax return was selected for examination. In 

August 2019, the IRS issued a “No Change” letter. In August 2019, the Franchise Tax Board 

notified the Parent that its 2016 & 2017 tax returns were selected for examination.  There are no 

other income tax examinations currently in progress. 

Income taxes are provided for current taxes payable or refundable and temporary differences 

arising from future tax consequences of events that have been recognized in the Company’s 

financial statements or income tax returns. The effect of income taxes is measured based on 

enacted tax laws and rates. 

No income tax is recorded for the year. As of yearend, the Company has a net deferred tax asset 

of $0. The net deferred tax asset is comprised of a gross deferred tax liability in the amount of 

$46,824 related to account receivables and prepaid expenses, and a gross deferred tax asset in the 

amount of $46,824 related to a net operating loss carryforward. The net operating loss carryforward 

of $167,326 relates to operating losses generated at the Company and used by the Parent to offset 

its income in the consolidated tax return, for which the Company has not received benefit. 

5. Related Parties 

The Company has an agreement with its Parent whereby the Parent may pay the Company a fee in 

connection with the expenses incurred by the Company (performance obligation), which is 

recorded when the performance obligation is satisfied over time. The amount and timing of 

payment are at the discretion of the Parent but shall not exceed the total expenses incurred by the 

Company (transaction price), and the timing of payment shall be such that the Company always 
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maintains capital in excess of all regulatory requirements. Amounts due from the Parent are 

noninterest bearing. During the year, the Company recognized $96,782 as service fee income from 

the Parent which is recorded in the statement of operations. 

In addition, the agreement allows the Company to transfer all or a portion of the distribution fee 

the Company receives from certain Funds to the Parent. During the year, the Company transferred 

$528,322 of distribution fee income to the Parent which is recorded net in the statement of 

operations. 

As of yearend, the Company had a receivable of $117,084 due from the Parent. 

6. Indemnifications 

The Company enters into contracts that contain a variety of indemnifications. The Company’s 

maximum exposure under these agreements is not estimable. However, the Company has not had 

prior claims or losses pursuant to these contracts and expects the risk of a material loss to be 

remote. 

7. Going Concern 

Management has evaluated relevant conditions and events and has determined that there are no 

conditions or events that raise substantial doubt about the Company’s ability to continue as a going 

concern. 

8. Accounting Pronouncement 

The Financial Accounting Standards Board Accounting Standards Codification, (ASC 606-

Revenues from Contracts with Customers) which became effective January 1, 2018 requires 

entities to disclose certain information to users of the financial statements about the nature, 

amount, timing and uncertainty of revenue and cash flows. There was no impact to the financial 

statements as a result of adoption. 

9. Subsequent Events 

The Company has evaluated subsequent events through the issuance date of the financial 

statements and determined no other events have occurred that require disclosure. 

 



 

 

  

Supplemental Information 



    

Computation of net capital    

Total shareholder’s equity from statement of    

financial condition    258,526$       

Deductions:    

Nonallowable assets:    

Due from Parent 117,084$       

Prepaid expenses    30,071           

Other deductions    –                    

Total nonallowable assets    147,155         

Net capital    111,371$       

    

Computation of basic net capital requirement    

Minimum net capital required (6-2/3% of aggregate    

indebtedness)    $                    

Minimum dollar net capital requirement    5,000$           

Net capital requirement    5,000$           

Excess net capital    106,371$       

    

Computation of aggregate indebtedness    

Total aggregate indebtedness included in statement of    

financial condition    $                    

Ratio of aggregate indebtedness to net capital    0%

    

(a wholly owned subsidiary of Payden & Rygel)

There were no material differences between the above computation and the corresponding

schedule included in the Company’s unaudited Part II of Form X-17A-5 as of December 31,

2019.

December 31, 2019

Payden & Rygel Distributors

Computation of Net Capital Pursuant to Rule 15c3-1 

of the Securities and Exchange Commission

(Schedule 1)
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Payden & Rygel Distributors 
(a wholly owned subsidiary of Payden & Rygel) 

Statements Regarding Rule 15c3-3 

of the Securities and Exchange Commission 
(Schedule 2) 

 

December 31, 2019 

1. Computation of Reserve Requirements Pursuant to Rule 15c3-3: 

The Company is exempt from the Reserve Requirement of computation according to the 

provision of Rule 15c3-3(k)(1). 

2. Information Relating to Possession or Control Requirements Under Rule 15c3-3: 

The Company is exempt from Rule 15c3-3 as it relates to Possession and Control Requirements 

under the (k)(1) exemptive provision. 
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