C L T

0503 6 OMB APPROVAL

— —SECTR 1icoawRALH NbbLUMMISS]ON QMB Number: 3235-0123
SECLRIES LD ‘.’XC-L ':,“J;'ﬁr.':mth;\- Washington, DfdEe 2058 AND EXCHANGE COMMISS#plres:  January 31, 2007

M=ty ED Estiated average burden
AN NUAL AUD"'ED R%El}( hoigs perresponse...... 12.00
1 FORPXRT 15A@\2 5 2005 ' SEC FILE NUMBER

BRANCH OF REGISTRATIONS 8- 44849
Y FACING mE EXAMINATIONS
7 of the

Information Required of Brokers and
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

December 31, 2004

REPORT FOR THE PERIOD BEGINNING _January 1, 2004 AND ENDING
MM/DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION
Manhattan Beach Trading Financial OFFICIAL USE ONLY

NAME OF BROKER-DEALER: .
Services, Inc.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO,

1926 E. Maple Street
(No. and Strect) -
El Segundo, California 90245
(Statc) (Zip Code)

(City)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORTE)IO 414-4535

(Arca Codc - Tclephone Number)

Steve Demarest

B. ACCOUNTANT IDENTIFICATION
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OATH OR AFFIRMATION

{, Steve Demarest , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Manhattan Beach Trading Financial Services, Inc. as

of December 31 ,20 04 , are true and correct, [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

NONE

/ Signature
Presicunt

Title
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w0 et i e Dzt Bt
DAVE BANERJEE '
Commission # 1360320
Notary Public - California
Los Angeles County

Notary Public

This report ** contains (check all applicable boxes):

Kl (a) Facing Page. My Comm. Expires Jun 9, 2006

4 (b) Statement of Financial Condition.

K (c) Statement of Income (Loss).

(& (d) Statement of Changes in Financial Condition.

i (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule [5¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

& (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report,

<! (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




MANHATTAN BEACH TRADING FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2004

NOTE 3 - OFF BALANCE - SHEET RISK

As discussed in Note 1, the customers’ securities transactions are introduced on a fully
disclosed basis with its clearing broker/dealer. The clearing broker/dealer carries all of
the accounts of the customers of the Company and is responsible for execution, collection
and payment of funds, and receipt and delivery of securities relative to cuslomers’
transactions. Off-balance-sheet risk exists with respect to these transactions due to the
possibility that a customer may charge any losses it incurs to the Company.

The Company seeks to minimize this risk through procedures designed to monitor the
credit worthiness of its customers and to ensure that customer transactions are executed
properly by the clearing broker/dealer.

NOTE 4 - RELATED PARTY TRANSACTIONS

The Company has an agreement with its parent company whereby the parent pays all the
brokers and staff salaries and certain overhead expenses of all its related companies,
Charges for the year 2004 were $2,616,312 of which $659,081 remained unpaid at year’s
end. See Page 11 “Operating Expenses”.

See Note 5 for income taxes paid by the parent company.
NOTE 5 - INCOME TAXES

The Company is a Qualified Sub Chapter S (QSS) Corporation for tax purposes. A QSS
corporation passes its income or loss directly to its parent company stockholder who
includes the Company’s accounts in its tax files. No Federal or state income tax is
charged back to the Company.

NOTE 6 - EXEMPTION FROM THE SEC RULE 15C-3

Manhattan Beach Trading Financial Services, Inc. is an introducing broker-dealer that
clears all transactions with and for customers on a fully disclosed basis with an
independent securities clearing company and promptly transmits all customer funds and
securities to the clearing company, which carries all of the accounts of such customers
and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of the SEC Rule 17a-3 and 17a-4, as are customarily made and kept by 2
clearing broker or dealer.

Therefore; Manhattan Beach Trading Financial Services, Inc. is exempt from provisions
under the SEC Rule 15¢3-3, Customer Protection — Reserves and Custody of Security
under Rule 15¢3-3 paragraph K 2 ii.




By Certified Mail Receipt: 7004 2510 0004 5484 3681

April 11, 2005

Steve Demarest

Manhattan Beach Trading Fncl. Services, Inc.
1926 E Maple Street

El Sequndo, CA 90245

Dear Mr. Demarest:

This acknowledges receipt of your December 31, 2004 annuél filing of audited financial
statements made pursuant to Securities and Exchange Conmifnission (SEC) Rule 17a-
5(d) (the Rule). The report as submitted appears deficient in that it is not specific
enough to the following:

Information Relating to Possession and Control Requirements and the Computation for
Determining Reserve Requirements under SEC Rule 15¢3-3 does not specify an
exemption from SEC Rule 15¢3-3 under which Manhattan Beach Trading Fncl. Services,
inc. operates.

Therefore, your submission cannot be considered to comply with the requirements of the
Rule. The text of the Rule is reproduced in the NASD Manual under the section titled
SEC Rules & Regulation T, and we suggest that you review it with your independent
accountant.

Pursuant to the provisions of NASD Rule 8210, we request that you immediately send
one copy of the items listed above to this office and the SEC regional or district office,
and two copies to the SEC Washington, D.C. office. Your submissions must include a
new completed Part lil Facing Page.

Please attend to this matter promptly, but not later than by April 22, 2005. If you have
any questions, please contact Janusz Jach, Special Investigator at (213) 613-2697.

Sihcerely/
r\

David S. Anderson
Supervisor

cc: Cindy Wong, Associate Director
SEC
5670 Wilshire Boulevard, 11" Floor
Los Angeles, CA 90036-3468

George Brenner, CPA
10680 W. Pico Blvd, Suite 260
Los Angeles, CA 90064

Los Angeles District Office

300 South Grand Avenue

Suite 1600 tel 2132292300
Los Angeles, CA fax 213617 3299




