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his report** contams (check all applicable boxes):

(a) Facing page. -

(b) Statement of Fmanmal Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ '~ Sole Proprietor’s Capital.

(D) Statement of Changes in Liabilities Subordinated to Claim. of Creditors.

(g) Computation of Net Capital

(h) Compuzation for Determination of Reserve _Requlremems Pursuant to Rulé 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3,

() A Reconciliation, including appropriate explanation, .of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Undér Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(I) An Oath or Affirmation.
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Certified Public Accountants

Dwyer Building, Suite 102
8375 Jumpers Hole Road
Millersville, Maryland 21108
(410) 647-3522

To the Board of Directors
McDuffie/Morris Financial Group, Inc.

We have examined the financial statement of McDuffie/Morris Financial Group, Inc. for
the year ended December 31, 2002, and have issued our report thereon dated February 24, 2003.
As part of our examination we made a study and an evaluation of the Company’s system of
internal accounting control to the extent we considered necessary to evaluate the system as
required by generally accepted auditing standards. The purpose of our study and evaluation,
which included obtaining an understanding of the accounting system, was to determine the
nature, timing and extent of the auditing procedures necessary for expressing an opinion on the
financial statements.

We also made a study of the practices and procedures followed by the Company in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)
(11) and the procedures for determining compliance with the exemptive provisions of rule 15¢3-
3. We did not review the practices and procedures followed by the Company in making the
quarterly securities examinations, counts, verifications and comparisons, and the recordation of
differences required by rule 17a-13 or in complying with the requirements for prompt payment
for securities under Section 8 of Regulation T of the Board of Governors of the Federal Reserve
System, because the Company does not carry security accounts for customers or perform
custodial functions relating to the customer securities. The Company is in compliance with the
conditions of the exemption and no facts have come to our attention indicating that such
conditions had not been complied with during the period. '

The management of the Company is responsible for establishing and maintaining a
system of internal accounting control and the practices and procedures referred to in the
preceding paragraph. In fulfilling this responsibility, estimates and judgements by management
are required to assess the expected benefits and related costs of control procedures and of the
practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the Commission’s above mentioned
objectives. The objectives of a system and the practices and procedures are to provide
management with reasonable, but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in accordance with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.



Because of inherent limitations in any internal accounting control procedures or the
practices and procedures referred to above, errors or irregularities may nevertheless occur and not
be detected. Also, projection of any evaluation of them to future periods is subject to the risk
that they may become inadequate because of changes in conditions or that the degree of
compliance with them may deteriorate.

Our study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, we do not
express an opinion on the system of internal accounting control of McDuffie/Morris Financial
Group, Inc. taken as a whole. However, our study and evaluation disclosed no condition that we
believed to be a material weakness.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph or this report are considered by the Commission to be adequate for its
purpose in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company’s practices and procedures were adequate at December 31, 2002, to
meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange, Inc. ( or other designated regulatory organizations)
and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 and should not be used for any other purpose.
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R.J. Cline & Co., P.A.
February 28, 2003



