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I
OATH OR AFFIRMATION

I, Timothy M.Bidwell , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedulespertaining to the firm of

I Haziett, Burt & Watson, Inc , asof December31 ,20 18 ,are true and correct. I 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:

I
omCul- SEM.

I STATEOFWESTWiGNAMICHELLEL THEISS
1300 Chapsne8beel,Wheemg,WV20003 .

- My Commisen ExptesAugustt am

I Ex Vice ident

Title

Notary Public

This report **contains (check all applicable boxes):I O (a) Facing Page./ (b) Statement of Financial Condition.
(c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented,a Statement

I of ComprehensiveIncome (as defined in §210.1-02of Regulation S-X).(d) Statement of Changes in Financial Condition.
(e) Statement of Changesin Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changesin Liabilities Subordinated to Claims of Creditors.

I (g) Computation of Net Capital.(h) Computation for Determination of ReserveRequirementsPursuant to Rule 15c3-3.
(i) Information Relating to the Possessionor Conttel Requirements Under Rule 15c3-3.

I E (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and theComputation for Determination of the ReserveRequirements Under Exhibit A of Rule 15c3-3.

[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

I consolidation.(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing anymaterial inadequaciesfound to exist or found to haveexisted since the date of the previous audit.

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

I
I
I
I
I



HAZLETT, BURT & WATSON, INC.
Wheeling, West Virginia

FINANCIAL STATEMENTS
December31,2018 and 2017

I
CONTENTS

I
REPORT OF INDEPENDENT REGISTERED

I PUBLIC ACCOUNTING FIRM..............................................................1

FINANCIAL STATEMENTS

STATEMENTS OF FINANCIAL CONDITION...........................................2

STATEMENTS OF OPERATIONS..........................................................3

STATEMENTS OFCHANGES IN SHAREHOLDER EQUITY........................ 4

, STATEMENTS OF CASH FLOWS..........................................................5

NOTES TO FINANCIAL STATEMENTS...................................................6

SUPPLEMENTARY INFORMATION

SCHEDULE I - COMPUTATION OF NET CAPITAL PURSUANT TO RULE
15c3-1OF THE SECURITIES EXCHANGEACT OF 1934.............................15

SCHEDULE 2 - STATEMENT REGARDING RULE 15c3-3 OF THE

SECURITIESEXCHANGEACT OF1934.................................................16

HAZLETT,BURT & WATSON, INC.EXEMPTION REPORT
AS OF DECEMBER 31,2018.................................................................17

I REPORT OF INDEPENDENT REGISTERED PUBLICACCOUNTINO FIRM ON EXEMPTION REPORT.....................................18

I REPORTOF INDEPENDENT REOISTERED PUBLICACCOUNTINGFIRM ONAPPLYINGAGREED-UPON
PROCEDURES..................................................................................19

I
FORMSIPC-7..............................................................................................20

I
I



I
DHG
DIXONHUGHESGOODMAN

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM

To the Shareholders and Board of Directors of Hazlett,Burt,andWatson,Inc.

Opinionon the Financial Statements

We haveaudted the accompanyingfinancialstatementsof Hazlett,Burt,and Watson, Inc.(the 'Company")which
comprise the statementsof financial condition as of December31, 2018 and 2017, the related statementsof

I operations,changes inequity, and cashflowsfor the yearsthen endedthat are filed pursuantto Rule 17Mi underthe Securtles Exchange Act of 1934, and the related notes to the financial statements and supplemental
information. In our opinion,thefinancialstatementspresentfairly, in all materialrespects,the financial positionof
the Companyasof December31,2018 and2017, and the resultsof its operationsand its cashflows of the years
then ended,in conformitywith accountingprincipiosgenerallyacceptedin the United Statesof America.

Basisibr Opinion

i These financial statementsare the responsibHityof the Company'smanagement.Our responsibilityis to expressan opinionon the Company'sfinancialstatements based on our audit. We are a public accountingfirm registered
with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are required to be
independentwilh respectto the Company in accordancewith the U.S. federal securitieslawsand the applicable
rulesand regulationsof the Securitiesand ExchangeCommissionand the PCAOB.

Weconductedour audit inaccordancewith the standardsof the PCAOB.Those standardsrequirethat we planand

I performthe audit to obtain reasonableassuranceabout whether the financial statementsare free of materialmisstatement,whether due to error or fraud. The Company is not required to have, nor were we engagedto
perform,an audRof its intamal controlover financialreporting.As part of our audewe are requiredto obtain an
understandingof internalcontrol over financial reportingbut not for the purposeof expressingan opinionon the
effectivenessof the Company'sintemalcontroloverfinancialreporting.Accordingly,we expressnosuch opinion.

The supplementelinformationcontained in Schedules1 and 2 has been subjected to audt proceduresperformed

I in conjunction with the audit of the Company's financial statements.The supplemental information is theresponsibilityofthe Company'smanagement.Ourauditprocedures includeddeterminingwhether thesupplemental
informationreconcNesto the financial statementsor the undertyingaccountingand other records,as applicable,
and performing procedures to test the completeness and accuracy of the information presented in the supplemental

I information.In formingour opiniononthe supplementalinformation,we evaluatedwhetherthe supplementalinformation, including its form and content, is presented in conformity with 17 C.F.R.§240.17a-5.In our opinion, the
supplemertal informationis fairiystated, inall material respects, in reistionto the financial statementsas a whole.

I OuraudRincludedperformingprocedures to assessthe risks of materialmisstatementof the financialstatements,whether due to error or fraud, and performingproceduresthat respondto those risks. Such procedures included
examining,on a test basis,evidenceregardingtheamountsanddisclosuresin the financial statements.Ouraudit

I also included evaluatingthe accounting principles usedand significant estimatesmadeby management,as well asevaluatingthe overall presentationof the financial statements.We believe that our audit providesa reasonable
basis for our opinion.

We have servedas the Company'sauditor since 2013.

Richmond, Virginia
February 27,note

1.



HAZLETT, BURT & WATSON, INC.
STATEMENTS OF FINANCIAL CONDITION

December31,2018 and 2017

I - =
I ASSETSCashandcashequivalentsdue from financial institutions $ 442,642 $ 415,927

Cash inmoney market fund 2,318,368 235,503
Total cashandcashequivalents 2,761,010 651,430

Depositswith clearing organizations 80,000 80,000

Due from clearing firm 41,406 70,203
Firm trading account,at fair value 42,283 -

Receivable from officers andemployees - 60,000

I Due from affiliates 3,317 5,929Furniture, equipmentand leaseholdimprovements

at cost, lessaccumulateddepreciation of $546,409

I arid$504,023,mspectively 85,128 84,132Itealestateand improvementsat cost,

lessaccumtdateddepreciation of $251,994and

$228,494,fespectively 255,941 238,985
Advisory fee receivable 1,544,433 1,660,061

Otherassets 132,621 100,414

$ 4,946,139 $ 2,951,154

Accounts payableandaccrued liabilities S 2,513,259 $ 1,645,729

SHAREROLDER EQUITY

Capital stock, $1.6667par value, 250,000 shares
authorized:

I 205,500 sharesissued;203,500 sharesoutstanding 339,173 339,173
Less - Treasurystock,2,000 shares at cost (3,333) (3,333)
Capital in excessof par value 1,200,754 400,754

Retainedeamings 896,286 568,831

2,432,880 1,305,425

S 4,946,139 $ 2,951,154

Seeaccompanyingnotes to financial statements.
2.
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HAZLETT, BURT & WATSON, INC.
STATEMENTS OF OPERATIONS

YearsendedDecember 31,2018 and 2017

REVENUES 201R EZ
Commissionson security tmnsactions $ 1,265,352 $ 1,292,338

Investmentadvisory revenues 6,643,364 6,684,815

Miscellaneous feesandother income 679,002 831,578

Insuranceandannuities 291,853 378,855

I Realizedgains on firm trading and investments,net 54,176 45,818
Unrealized gain / (loss) on firm trading & investments,net 273 (24)

Interest and dividends 17,456 36,016

8,951,476 9,269,396

EXPENSES

Employee compensationandbenefits 2,536,932 2,801,781
Commissions 3,632,414 3,685,967

Communications anddataprocessing 279,894 272,762

Interest 719 1,139

Rent and maintenance 265,948 262,847

Depreciation 65,886 60,892

Clearing andexecutioncharges 186,465 222,476

I General,administrative andother expenses 1,655,763 511,905
8,624,021 7,819,769

I Net Income $ 327,455$ 1,449,627

Earnings per sharebasedupon net income $ 1.61 $ 7.12

Seeaccompanyingnotesto financial statements.
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HAZLETT, BURT & WATSON, INC.
STATEMENTS OF CHANGES IN SHAREHOLDER EQUITY

YearsendedDecember 31,2018 and 2017

Capital in

Capital Stock Treasury Stock Excessof Retained

Shargg Dollars ShaDig Dollars Par Value Earnings IQial

Balancest Jamaary l.2017 203,500 5 339,173 2,000 $ (3,333) $ 400,754 $ 4,284,204 $ 5,020,798I
Net Income 1,449,627 1,449,627

I Distributions to shareholder (5,165,000) (5.,165,000)
Balanceat December 31,2017 203,500 339,173 2,000 (3,333) 400,754 568,831 1,305,425

I Net Income 327,455 327,455
Paid in capital received 800,000 800,000

Balaste at Deceasber 31,2018 $ M & $ g S $ $

I
I
I
I
I
I
I
I

Seeaccompanying notes to financial statements.
4.
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HAZLETT, BURT & WATSON, INC.
STATEMENTS OF CASH FLOWS

Years ended December 31,2018 and 2017

I »» au
Cashflows from operatingactivities

I Net income $ 327,455 $ 1,449,627
Depreciation 65,886 60,892
Change inassetsand liabilities

Due from clearing firm 28,797 4,269

Due from affiliates 2,612 4,187

I Firm trading account (42,283) 80,489Investmentsecurities,not - 1,954,718

Receivablefrom officers andemployees 60,000 20,000

Advisory fees aceivable I15,628 (176,655)

Other assets (32,207) 759

I Accounts payableandaccruedliabilities 867,530 (136,542)

I Net cashprovided by operatingactivities 1,393,418 3,261,744

I Cash Howsfirom lavesting activitiesCapital expenditures (83,838) (51,159)

Net cashusedby investing activities (83,838) (51,159)

I Cash Bows ikom Banacing activities
Cashdistributions to shareholder - (5,165,000)

Paid in capital received 800,000 -

Net cashprovided by (usedin) financing activities 800,000 (5,165,000)

Net increase(decrease)in cashandcashequivalents 2,109,580 (1,954,415)

Cashand cashequivalentsat beginning of year 651,430 2,605,845

Cashandcashequivalents at endof year $ 2,761,010 $ 651,430

I Seeaccompanying notes to financial statements.
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HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
Years ended December 31,2018 and 2017

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS

Hazlett, Burt & Watson, Inc. (the "Company") is a broker-dealerregisteredwith the SecuritiesandExchange
Commission("SEC") and is a memberof the Financial Industry Regulatory Authority ("FINRA"). In May 2006,the

I Company formed SecurityCapital Management("SCM").This division of the Company is registered with the SEC asan InvestmentAdvisor. SCM provides investmentmanagementservicesunder an investmentadvisor model. The
Company is a WestVirginia SCorporation that is a wholly owned subsidiaryof HB&W, Inc.

The Company is a fully-disclosed introducing broker. The Companyhascontractedwith National Financial Services
("NFS") to execute andclear all customertrades,aswell as for the purposeof carrying the securitiespositions of the
customers,alongwith any correspondingmarginbalances.Perthe agreementwith NFS,the Companydoesnot reflect
any receivablesor liabilities for customeraccounts in its financial statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cashandcashequivalents: Cashandcashequivalentsinclude cashanddepositsdue from financial institutions with
maturities fewer than 90 daysand moneymarket mutual funds.

Security transactionaccounting: Firm securitiestransactionsaffected in the fmn investmentaccountare recordedon a
tradedate basis.Proprietary securitiestransactionsin regular-way tradesarerecorded on the tradedate,as if they had
settled.Profit andlossarising from all securitiestransactionsenteredinto for the accountandrisk of theCompany are
recorded on a trade date basis.Customers' securitiestransactionsandrelated commissionrevenueandexpenseare
recorded ona tradedate basisaswell.

Firm trading and investment accounts:Finn trading and investment accountsarerecordedat fair value. Changesin fair
value on the firm trading andinvestmentaccountsare reflected in theresults of operationsalong with dividend or
interest income from suchsecurities.

Depreciation: Depreciationon real estate and improvements,fumiture, leaseholdimprovementsandequipment is
provided using various methodsover their estimateduseful lives of five to thirty-nine years.Tmaanhald improvements

I aredepreciatedovertheirestimatedusefullivesortheleaseterm,whicheveris shorter.
Income tax: The Companyhaselectedby unanimousconsentto betaxed under the provisions of Subchapter S of the
Internal RevenueCode. Under thoseprovisions, the Companydoesnot pay Federalor State corporate income taxes on
its taxable income.Instead,all taxable income flows through to the shareholder,HB&W, Inc.

A tax position is recognizedasa benefit only if it is "more likely than not" that the tax position would be sustainedin a
taxexamination,with a tax examination beingpresumedto occur.Theamount recogniandis the largestamountof taxI benefit that is greater than 50% likely of being realized on examination.For tax positions not meetingthe "morelikely
than not" test, no tax benefit is recorded.The Companyhasdetermined that it doesnot haveany material umecognized
tax benefits or obligations as of December31,2018.

The Company is subject to incometax ofthe stateof West Virginia. The Companyrecognizesinterestand/or penalties
relatedto income tax matters in General, administrative andother expenses

I Revenues:
Adoption of ASC Topic 606, Revenuefæm Contractswith Customers- On January1,2018,theCompany adopted
ASC Topic 606,Revenuefrom Contracts with Cratomers ("Topic 606")using the modified retrospectivemethod

I
(Continued) 6.
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HAZLETT, BURT & WATSON, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2018 and2017

I NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

I applied to those contmets which were not completedasof January1,2018.Resultsfor reporting periods beginning añerJanuary1,2018 are presentedunder Topic 606,while prior period amounts are not adjusted andcontinue to be reported
in accordancewith historical accounting under Topic 605.There wasno impact to retainedearningsas of January l,

I 2018,or to revenuefor the year endedDecember31,2018,añer adopting Topic 606, asrevenuerecognition and timingof revenuedid not changeasa result of implementing Topic 606.

I RevenueRecognition - Revenuesare recognizedwhen control of the promised servicesis transferredto customers, inanamountthat reflects the consideration the Companyexpectsto be entitled to inexchangefor thoseservices. Revenues
areanalyzed to determinewhether the Company is the principal (i.e.,reports revenueson a grossbasis)oragent(i.e.,
reportsrevenueson a net basis) in the contract.Principal or agentdesignationsdependprimarily on the control anentity
hasover the pæduct or servicebefore control is transferredto a customer.The indicators of which party exercises
control includeprimary responsibility over performanceobHgations,inventory risk before the good or service is
transferred anddiscretion in establishing the price.

The Companyhaselected the practical expedientto recognizerevenueseamedover time basedon the amountsthe
Company hasthe right to invoice the customer. This expedienthasbeenapplied in our evaluation of distribution and

I marketing revenueeamed from commissionrevenueand insuranceandannuity revenue,advisory service fees,andmiscellaneousfeesandother incomerecognizedover time.

I Commission Revenue- Commission revenueimpresentssalescommissionsgeneratedby advisorsfor their clients'purchasesandsalesof securitieson exchangesandover-the-counter,as well aspurchasesof other investment products.
TheCompanyviewsthe selling,distribution andmarketing,or any combination thereof, of investment productsto such
clients asa single performanceobligation to the product sponsors.

The Company is the principalfor commission revenue,as it is responsiblefor the execution of the clients' purchasesand
sales,andmaintainsrelationshipswith the product sponsors.Accordingly,total commissionrevenuesarereported on a
grossbasis

The Companygeneratestwo types of commission revenue:sales-basedcommission revenuethat isrecognizedat the
point of saleon the settlementdate and trailing commission revenue that is recognizedover time as earned.Sales-based

commission revenuevariesby investmentproduct and is basedon apercentageof an investmentproduct's current
market value at thetime of purchase.Trailing commissionrevenue is generally basedon apercentageof the current

I market value of clients' investment holdings in trail-eligible assets,and is recognizedover the pedod during whichservices,suchas on-going support,are performed.As trailing commission revenueis basedon the market value of
clients' investmentholdings, this variable considerationis constrained until the market value is determinable.

The following table presentsour sales-basedand trailing commission revenuesdisaggregatedby product category as of
December31:

I 201g 2017Sales-based

Listed Equities $ 183,431 $ 185,931

Over The Counter 102,093 110,448

Closed End Mutual Funds 84,522 46,344

I
(Continued) 7.
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HAZLETT, BURT & WATSON, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31,2018 and 2017

I NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Sales-based(continued) 2018 2017

I Mutual Funds 49,417 44,607Unit InvestmentTrusts 22,605 22,538
Master Limited Partnerships 17,812 16,389
Other 5,795 5,250

Total sales-basedrevenue $ 465,675 $ 431,507
TraiMag

Mutual Fund Trails $ 519,242 $ 538,772

Money Market Trails 280,435 322,059

I Total trailing revenue $ 799,677 $ 860,831
Total commissionmvenue $1,265,352 $1,292,338

InvestmentAdvisory Revenues- Investmentadvisory revenuesrepresentfeescharged to advisory client accountson the
Company'scorporateadvisory platform.The Companyprovidesongoing investmentadvice,custodial services(through

I its clearing provider, National Financials Services),andbrokerageandexecutionserviceson transactions,and performsadministrative services.This seriesof performanceobligations transferscontrol of theservicesto the client over time as
the servicesare performed. This revenueis recognizedratably over time to match the continued delivery of the

I performanceobligations to the client over the life of thecontract.The investmentadvisory revenuegeneratedfrom theCompany'scorporateadvisory platform is basedon apercentageof themarket value of the eligible assetsin client
advisory accounts.Revenueis billed quarterly basedonactualor expectedmarket valueof clients' advisory accountsat

I period ends.As the last measurementdate underthe investmentadvisory contracts for revenuecamedfrom investment
advisory feeswasDecember31 of eachyear, therewere no constraintsoncalculating considerationearnedunderthe
contracts. Themajority of investment advisory revenuesare billed quarterly in arrears.

I TheCompanyprovidesinvestmentadvisoryservicesto clientson its corporateadvisoryplatformthrough the advisor.The Company is the principal in these arrangements and recognizes advisory revenue on a grossbasis,as the Company
is responsiblefor satisfying the performanceobligations, andhascontrol over deternining the fees.

Insuranceand Annuities Revenue- Insuranceand annuities revenuerepresentssalescommissionsgenerated by advisors
for their clients'purchasesof insuranceandannuity products.The Companygeneratestwo typesof insuranceand
annuitiesavenue: sales-basedrevenuethat is acognized at the point of saleon the settlementdate and trailing insurance
andannuities revenuethat is recognizedover time asearned.Sales-basedrevenuevariesby insuranceproduct and is
basedon a percentageof the product'svalue at thetime of purchase.Trailing insuranceandannuities revenue is

I generally basedon apercentageof thecurent value of underlying investmentholdings, or asapercentageof renewablepremiums,andare recognizedover the period during which services,suchas on-going support,are performed. When
trailing revenuesare basedon underlying current market values,this variable consideration is constraineduntil the
market value is determinable.The Companyviews theselling,distribution andmarketing, or any combination thereof,
of insuranceandannuity products assingle performanceobligations to the product sponsors.

I
(Continued) 8.
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I
HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2018 and 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Company is the principal for insuranceandannuity revenue,as it is responsiblefor the execution of the clients'
transactions,andmaintainsrelationships with the product sponsors.Advisors assistthe Company inperforming its
obligations. Accordingly, total insuranceand annuity revenues amreported on a gross basis.

The following tablepresentsour sales-basedand trailing insuranceandannuitiesrevenuesdisaggregatedby product
categoryas of December31:

I 2018 2017
Salsa-based

Insurance $ 50,914 $ 121,840

Annuities 17,514 14,820

Total sales-basedrevenue $ 68,428 $ 136,660

I TraiNag
Insurance . $ 28,157 $ 41,135
Annuities 195,268 201,060

Total trailing revenue $ 223,425 $ 242,195

Total insuranceandannuitiesrevenue $ 291,853 $ 378,855

I
Interestand Dividends - Interest anddividendrevenueis comprisedof earningsreceivedon investmentand inventory

I securities,as well ascashandmoney market positions, held by the Company in the ordinary courseof business.Interest
and dividend revenuewill varywith the nature,performance,andmaturity of the underlying securities.This revenue is
not in scopefor Topic 606 as it is not generatedfrom contractswith customers.

I MiscellaneousFeesandOther Inconte - Miscellaneous feesandother incomeare primarily derived fmm transactionandclearancefees,margin interest,andaccount maintenanceandscryicing fees. Miscellaneous feesand other income are
recognized at the point-in-time that a service is performed, or are recognizedover time as the Companysatisfies its

I performanceobligations.Recognitionvariesfrompoint-in-timeto overtimedependingonwhether the service isprovided onceat an identifiable point-in-time or if the service is provided contimmHy over the contract life.
Miscellaneous feesandother incomeare feesthatarefixed,andarebasedupon agreedupon rate schedules.

T11efollowing table setsforth transactionand feerevenuedisaggregatedby recognition pattern as of December31:

2018 2017

I Misanamous Apesand other incomePoint-in-timem $ 572,131 $ 721,766

Over timem 106,871 109,812

I Total miscellaneousfeesandother income $ 679,002 $ 831,578

I (1) Miscellaneous feesandother incomerecognizedpoint-in-time includes revenuesuchas transactionandclearance,margin interest,andother miscellaneousrevenues.
(2) Miscellaneous feesandother income recognizedover time includesrevenuesuchasannualaccount

maintenanceandannual IRA service fees.

(Continued) 9.



I
HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
YearsendedDecember31,2018 and2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Company is the principal and recognizestransaction and fee revenue on a gross basisas it is primarily responsible
for delivering the respectiveservicesbeing provided, which is demonstratedby the Company'sability to control the fee
amountschargedto customers.

Estimates: The preparationof financial statementsin conformity with accountingprinciples generally acceptedin the

I United States of America requires managementto makeestimates andassumptionsthat affect certain reported amountsanddisclosures.Accordingly, actual results maydiffer from those estimates.

SubsequentEvents: The companyevaluatedthe effect subsequenteventswould haveon the financial statementsthrough
February27,2019, which is the date the financial statementswere issued.

NewAccounting Pronouncement: In February2016,the FASB issuedASU 2016-02,Leases(Topic 842),which
supersedestheexisting guidancefor leaseaccounting,Leases(Topic 840).ASU 2016-2 requireslesseesto recognizeI leaseson their balancesheets,andleaveslessoraccountinglargely unchanged.The amendmentsin this ASU are
effective for fiscal yearsbeginning after December15,2018and interim periods within those fiscal years.ASU 2016-02
requires amodified retrospectiveapproachfor all leasesexisting at,or enteredinto after the date of initial application,

I with an option to elect to usecertain transactionrelief. The Companyexpectsto adoptthe provisions of this guidance
during the firstquarter 2019,andepimanasthat it will record right-of-use assetsbetween$175,000 to $225,000,and
leaseliabilities within the samerange. The Companyhaselected the modified retrospectivemethod andwill include
any cumulative-effect adjustmentas of the date of adoption.

NOTE 3-EARNINGS PER SHARE

Earningsper sharearecalculated basedupon the weightedaveragenumberof sharesissuedandoutstandingduring2018

I and2017. The weighted averagenumberof sharesfor the yearsended2018 and2017 was203,500.

NOTE4-LEASECO i i i

The Company leasesofflee facilities andequipment under noncancelable leases which expire at different dates from
2019through2021.Certainexisting leasescontain renewal options.Rental expensechargedto operations for the year

I endedDecember31,2018 and2017 was $84,929and$84,703respectively.Minimal leasepaymentsunder theseoperating leasesareas follows:

I 2019 $ 84,8682020 74,014
2021 38.390

I $]E222

NOTE 5 - NET CAPITAL REQUIREMENT

The Company is subjectto regulatory capital requirementsset forth by the Securitiesand ExchangeCommission

i Uniform Net Capital Rule,which requires that "aggregateindebtedness"shall not exceedfifteen times "net capital" as

(Continued) 10.
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I
HAZLETT, BURT & WATSON, INC.

I NOTES TO FINANCIAL STATEMENTSYearsendedDecember31,2018 and 2017

I
NOTE 5 - NET CAPITAL REQUIREMENT (Continued)

the Rule and "netcapital",shall at leastbe$250,000.At December31,2018,the Companyhadnet capital of $1,883,862,
which was $1,633,862in excessof its requiredminimum net capital of $250,000.At December31,2017, the Company

I had net capital of $786,252,which was$536,252 in excessof its required minimum net capital of $250,000. TheCompany'spercentageof aggregateindebtednessto netcapital was 133.4%and209.3%at December31,2018 and 2017,
respectively.

I
NOTE 6 - EMPLOYEE BENEFITS

I The Company has a discretionary, trusteed profit sharing 401(k) plan covering substantially all employees who haveattained age21 andone year of service.The plan is funded through contributions of both employee and employer. The
401(k) provision of the plan was implemented during 2004 and called for a mandatory 3% safe harbor employer

I contribution of all eligible employee earnings. The safe harbor contribution expensed for 2018 was $128,362 and$127,750 for 2017,and is included in the Company's total contribution. The Company's total related expensewas
$262,163 for 2018 and$363,348 for 2017.

I NOTE 7 - SHORT-TERM BORROWINGS

I The Companymaintainsa credit facility with WesBancoBank. The facility permits the Companyto borrow amounts upto $200,000.The interestrate on bormwings under this credit facility is a fluctuating rate equal to a minimum of 5.25%
at December31,2018. This credit facility expires on April 30,2019. There wereno bormwings outstanding on this
credit facility at December31,2018 and2017.

The Companymaintains its proprietary trading accountswith its clearing broker. Theseaccounts hold the Company's
securities inventory andare collateralized by depositstotaling $75,000at December31,2018 and 2017,aswell asall the

I Company'ssecuritiesinventory.TheCompanymayborrow upto anagreed··upon percentageof thevalue of the collateralas specified in the clearing agreements.The accountsbear interest at a rate of 7.00%percent at December 31, 2018.
Interest expenserelated to theseaccountswas$0 andSOfor theyearsendedDecember31,2018and2017.TheCompany
hadno shorttermborrowings onteranding under theseagreementsat December31,2018 and2017.

NOTE 8-FIRM TRADING AND INVESTMENT ACCOUNTS

The statementsof financial condition reflect the fair value of marketablesecuritiesandnot readily marketable securities
in the firm trading and investment accounts.The relatedamortizedcost and fairvalue are as follows as of December31,
2018:

Firm

I TradingAmortized cost·

Certificate of deposits $ 7,005

I Stateandmunicipal bonds 35,000Total amortizedcost: 42,005

I
(Continued) I1.
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HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
YearsendedDecember 31,2018 and 2017

I
NOTE g -FIRM TRADING AND INVESTMENT ACCOUNTS(Continued)

I
I FirmTrading

Fair value:

I Certificate of deposits 6,981Stateandmunicipal bonds 35,302
Total fair value 42,283

I Unrealizedgains $ 278

NOTE 9-FAIR VALUE

Fair Value Measumments(ASC 820-10) defines fair value,establishesa framework for measuringfair value,and

I establishesa fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is the price that wouldbe received to sell anassetor paid to transfera liability in anorderly transactionbetween market participants at the
measurementdate.A fair value measuranent assumesthat the transactionto sell the assetor transfer the liability occurs
in the principal market for the assetor liability or, in the absenceof aprincipalmarket, the mostadvantageousmarket.
Valuation techniquesthat areconsistentwith the market,income or cost approach,asspecifiedbyASC820-10,are used
to measurefair value.

I The fair value hierarchy prioritizes the inputs to valuation techniquesusedto measurefair value into threebroad levels:
Invel 1: Inputs arequotedprices (unadjusted) in active markets for identical assetsor liabilities the Companyhas
the ability to access.

Level 2: Significant other observableinputs other than Level 1 prices suchasquoted prices for similar assetsor
liabilities; quotedpricesin markets that arenot active; or other inputs that areobservableorcanbe corroborated
byobservablemarketdata.

Level 3: Are unobservableinputs for the asset or liability andrely on management'sown assumptions aboutthe
assumptionsthat market participants would use inpricing the assetor liability. (The unobservableinputs should be

I developedbasedon the best information available in thecircumstancesand may include the Company's owndata.)

Investment Securities:The fair valuesfor investment securitiesaredetermined by quoted marketprices,if

I available (Level 1).For securitieswhere quotedprices are not available,fair valuesare calculatedbasedon marketpricesof similar securities(Level 2).For securitieswhere quotedpricesor market prices of similar securitiesare
not available, fair valuesare calculated usingdiscountedcashflows or other market indicators (Level 3).

Therehavebeenno changesin the methodologiesusedat December31,2018 and2017.

The following tablepresentsthe Company's fair value hieramhy for thoseassets and liabilities measuredat fair value on
a recurring basis:

I
(Continued) 12.
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HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
YearsendedDecember 31,2018 and 2017

NOTE 9 - FAIR VALUE (Continued)

Fair Value Measurements on a Recurring Basis
As of December 31,2018

Level 1 Level2 Level3 Fair Value

Firm trading account

I Certificate of Deposits $ 6,981 $ - $ - S 6,981State andmunicipal bonds - 35,302 - 35,302
$ 6,981$ 35,302 $ - $ 42,283

NOTE 10 - RELATED PARTY TRANSACTIONS

During 1999,a WestVirginia Corporation, HB&W, Inc.wasformed to serveasa holding company for Hazlett, Burt &
Watson, Inc.and SecurityNational Trust Company.Security National Trust Company is a national non-depository

I bank thatprovides tmst andcustodial services. Both Hazlett, Burt & Watson, Inc.and Security National TrustCompanyare 100%owned subsidiariesof HB&W, Inc.

Hazlett, Burt & Watson, Inc.advancesfunds to HB&W, Inc.asneeded on an interestfree basis.This amount is

I payableon demand.As of December31,2018 and2017,Hazlett, Burt & Watsoa,Inc. is owed $0 and$0 fromHB&W, Inc.

I In addition,Hazlett,Burt & Watson, Inc.periodically providesbrokerage,clerical, computersupport andmiscellaneousservices,under a support servicesagreement,at cost,and leasesoffice spaceto SecurityNational Trust Company
("SNTC") in the Wheeling, WestVirginia office. Thetenns of the leaserequiredSNTC to pay $33,900per year for the

I periodJanuary1,2018through December31,2018.During theyearsendedDecember31,2018 and 2017 the
Companypaid,andwas reimbursed,$967,477and$928)85, respectively, of expensesunder this agreement. SNTC
also paysthe Companyreferral fees forTrust businessit introduces.The referral feespaid by SNTC to the Company
were $35,890and$66,836 for the years ended December 31, 2018 and 2017. As of December 31,2018 and2017, the

I Company is owed $3,317and$5,929fromSNTC.
Security National Trust Companyactsas TrusteeandCustodian of the Hazlett, Burt & Watson, Inc.Profit Sharing

I 401(k) Plan,which Plan hasbeenadoptedby both companiesfor substantiallyall of its employees.SecurityNational
Trust Companychargestlie standari andcustomaryfees forproviding theseservices.During 2018,the Companypaid
SNTC $26,901for theseservices,and $28,380in 2017.

NOTE 11-CONCENTRATIONS OF CREDIT RISK

The clearing anddepository operations forthe Company's securitiestransactionsareperformed by its clearing firm

I pursuantto a clearançoagreement. At December31, 2018and2017,all of the securitiesowned,which are presentedon the accompanyingStatementof Financial Condition, are held by the clearing firm, who is the custodian.The
clearing firm is a memberof a nationally recognizedexchange.Included on thebalancesheetat December31,2018

I and2017,the Companyhas$2,318,368and$235,503 included in cashandcashequivalents; $75,000and$75,000included in depositswith clearing orgsnizations;and $41,406and$70,203asa receivable from clearing firm. The
Company consistently monitors the credit worthinessof theclearing firm to mitigate the Company's exposureto credit
risk.

(Continued) 13.
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HAZLETT, BURT & WATSON, INC.

NOTES TO FINANCIAL STATEMENTS
Yearsended December 31,2018 and 2017

I NOTE 11 - CONCENTRATIONS OF CREDIT RISK (Continued)

The Companycurrently maintainsoperationsin Wheelingand Vienna, West Virginia, Barnesville, Ohio and in
Lancaster,Pennsylvania. At theselocations the Companyengagesin various trading and bækerageactivities whose
counterpartiesprimarily includebroker-dealers,banks,andother fmancial institutions. In the event counterpartiesdo
not fulfill their obligations, the Companymay beexposedto risk. The risk of default dependson the creditworthinessI of the counterparty or issuerof the insmunent.It is the Company'spolicy to review, asnecessary,thecredit standingof eachcounterparty with which it conductsbusiness.

I In the normal courseof its business,the Company is contingently liable to its clearing brokers/dealersfor marginrequirementsof customermarginsecuritiestransactions,the failum to deliver securitiessold or nonpaymentof
securitiespurchasedby a customer.

I
NOTE 12-DEPOSITS WITH CLEARING ORGANIZATIONS

I Included in the statementsof financial comiition in the line titled, "Deposits with Clearing Organizations" are depositswith clearing organizations in the amount of $80,000,consisting of $80,000 in cash asof December31,2018 and
$80,000,consisting of $80,000 in cashasof December31,2017.

I
NOTE 13- RISKS AND UNCERTAINTIES

I The Companymay havesignificant investments invarious securities.Investments in thesesecurities may be exposedto various risks such asinterest rate,market,andcredit risks. Due to the level of risk associatedwith these investment
securities, it is at leastmasonablypossiblethat changesin the valuesof thesesecuritieswill occur in the near termand

I that suchchangescould materiallyaffect the amountsreportedin the financial statements.

NOTE 14- CONTINGENCIES

The Companyaccruesfor estimatedlosscontingenciesrelated to legal and regulatory matters when available
information indicates that it is probable a liability had been incuned and the Companycan reasonablyestimatethe
amountof thatloss.However,actualresuhsmaydifferflomthoseestimates.

OnFebruary 12,2018,the SEC Division of Enforcementannouncedthe ShareClass SelectionDisclosure Initiative
("SCSD Initiative") pursuantto which investmentadviseeswereencouragedto self-report possiblesecuritieslaws
violations relating to the failure to make certain disclosuresconcerningmutual fundshareclassselections. The
Companyhasnotified theEnforcement Division that it is participating in the SCSD Initiative, andwill continue to
work with the SEC Staffto addressthis matter. The Companyestimatesthat the SCSDInitiative will result in refunds

I to certainclients of 12b-1feesthat theCompanyreceivedduring theperiod underreview. Asof December31,2018,
the Companyhasrecordedan estimatedliability in the amountof $150,000 for purposesof settling this matter.

I On March8,2018,pursuant to a routine regulatory examination, the SEC Office of Compliance Inspections and
Fwaminarinna raisedconcernswith theCompanythat certain ticket chargesrelated to the managementof investment
advisory accountsmay not havebeenappropriately disclosedto the clients incurring thesefees. The Companyhas

I engagedlegal counsel,with respectto this matter,andcontinuesto work through counsel,with the SEC,to resolvetheir concems.The Companyestimatesthat theresolution of this matter will result in refunding portions of these
chargescollected duringtheperiodunderreview. As of December31,2018,the Companyhasrecordedan estimated
liability in the amount of $625,000for purposesof settling this matter.

14.
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HAZLETT, BURT & WATSON, INC.

SCHEDULE 1 - COMPUTATION OF NET CAPITAL PURSUANT TO
RULE 15c3-1 OF THE SECURITIES EXCHANGE ACT OF 1934

I As of December 31,2018

NET CAPITAL

TOTAL SHAREHOLDER'S EQUITY $ 2,432,880

DEDUCTIONS AND/OR CHARGES

I Non-allowable assets:Receivablesfrom non-customers 5,000
Receivableftom affiliate 3,317

I Furniture, equipment,leaseholdimprovements,and real estate 341,069Prepaid expensesandother assets 132,621
Other deductions and/or charges 20,050

Total non-allowable assets 502,057

Net capital before haircutson security positions 1,930,823

I HAIRCUTS ON SECURITIESTrading and investmentsecurities:
State andmunicipal obligations 630

Money market andcashequivalents 46,331
Total haircuts 46,961

NET CAPITAL $ 1,883,862

I AGGREGATE INDEBTEDNESSCOMPUTATION OF AGGREGATE INDEBTEDNESS

Accounts payableandaccruedexpenses $ 2,513,259
Total aggagate indebtedness $ 2,513,259

COMPUTATION OF RASIC NET CAPITAL REQUIREMENT
MINIMUM NET CAPITAL REQUIRED (6-2/3% OF AGGREGATE

Indebtednessor $250,000minimum) $ 250,000

EXCESS NET CAPITAL $ 1,633,862

I EXCESS NET CAPITAL OF 1000%
(net capital in excessof 120%of minimum net capital mquired) $ 1,583,862

I PERCENTAGE OFAGGREGATEINDEBTEDNESS TONET CAPITAL 133.41%

I
I

The abovecomputationsdo not differ materially from the Company'scomputations, asshown in its FOCUS Reports Form
X-17A5, Part II-A, datedDecember 31,2018.

I
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HAZLETT, BURT & WATSON, INC.

SCHEDULE 2 - STATEMENT REGARDING RULE ISc3-3 OF THE SECURITIES
EXCHANGEACT OF 1934

I As of December31,2018

Hazlett, Burt & Watson, Inc. is exempt under Rule 15c3-3-k(2)(ii) from the requirement to make computations
for the determinationof reserverequirements for the exclusive benefit of customers.

I .
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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Hazlett, Burt& Watson, Inc.

I isoochepunesueetWHajig, WheeHng.WV 26003

Hamlett,Burt & Watson,Inc.Exemption Report
As of December 31,2018

Hazlett, Burt & Watson,Inc.(the "Company")is a registeredbroker-dealer subject to Rule

I 17a-5 promulgated by the Securities and Exchange Commission (17 C.F.R.§240.17a-5,"Reports to be madeby certain brokersand dealer"). This Exemption Report wasprepared
asrequired by 17C.F.R.§240.17a-5(d)(1)and(4). To the best of its knowledge and belief,
the Companystates the following:

The Company claimed an exemption from 17 C.F.R.§240.15c3-3 under the following
provisionsof 17C.F.R.§240.15c3-3(k)(ii):

The Company, asan introducing broker or dealer,clears all transactions
with and.fpr customers on a fully disclosedbasiswith a clearing broker or
dealer, and promptly tranemits all customer ftmds and securities to the
clearingbroker or dealerwhich carriesall of the accountsof such customers
and maintains and paserves such books and records pertaining thereto
pursuant to the requirementsof §§240.17a-3and 240.17a-4

Further, the Company met the identified exemption provisions throughout the most recent
year from January1,2018 through December31,2018 without exception.

Haziett, Burt & Watson, Inc.

I, Timothy M. Bidwell, swear (or affirm) that, to the best knowledge and belief, this
Exemption Report ' and co .

I
By:

Title: Execu 've Vice ident

February27,2019

17.
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Exeniption Review Report
Report of Independent Registered Public Accounting Firm

To the Shareholdersand Boardof Directors of Hazlett,Burt, and Watson, Inc.

We have reviewedmanagement'setatsments,inchided in the accompanyingExemptionReport, in which (1) Harlett,
Burt, andWatson, Inc.(the "Company")identifiedthe tbHowingprovisionsof 17C.F.R.§15c3-3(k)under which the

I Companyclaimed an exemptionfrom 17 C.F.R.§240.15c3-3:Paragraph(k)(2)(ii) (the*exemptionprovisions")and(2) the Companystated that the Companymetthe identifiedexemptionpovisionsthoughout themost recentfiscal
year without exception.The Company's managementla responsiblefor compliance with the exemption provisions
and its statsments.

Our reviewwasconducted in accordancewith the standards of the Public CompanyAccounting Oversight Board
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about the

I Company'scompuancewith the exemptionpmvisions.A reviewis substantiaNyless in scopethananexamination,the objectiveofwhich is the expressionof an opiniononmanagement'sstatements.Accordingly,wedo not express
such anopinion.

I Based on our review,we are not awareof any material modifications that should be made to management'sstatements referredto abovefor them to be fairly stated,in aumaterial respects, based on the provisions set forth
in paragraph (k)(2)(ii) of Rule 1503-3 under the SecuritiesExchangeAct of 1934.

I Richmond,VirginiaFebruary27,2019

I
I
I
I
I
I
I
I
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I
REPORT OF INDEPENDENT REG ' ' ' ' t PUBLIC ACCOUNTING FIRM
ON APPLYING AGRRRn-UPON PROCEDURES

I February27, 2019To the Board of Directors of Harlett, Burt, and Watson,Inc.

I We haveperforned the proceduresincludedin Rule 17a-5(e)(4) underthe SecuritiesExchangeActof 1934 and in theSecuritiesIrwestorProtectionCorporation(SIPC) Series600 Rules,which areenurneratedbelow,andwere agreedto
by Masten,Wurt,and Watson,Inc.(Company)and the SIPC, solely to assist you and the SIPC in evaluatingthe
Company'scompiance with the applicable instructionsof the GeneralAssessmentReconciliation(Form SIPC-7) for

I the year ended December 31,2018.Management of the Companyis responsiblefor its Form SIPC-7 and for itscompilancewith those requirements.This agreed-uponproceduresengagementwas conductedin accordancewith
the slandardsof the Pubic CompanyAccountingOvemight Soard(UnitedStates)and in accordancewith atlestation

I standantsestabNshedby the AmericaninsUtuteof Certified Public Accountants.The sufRciencyof theseproceduresissolely the responsibeltyof thosepartiesspeclitedin this report.Consequently,we makenorepresentationregarding
thesuMeiencyof the proceduresdescribedbeloweitherfor the purposeforwhich this reporthas been requestedor for
any otherpurpose.

The procedureswe peribrmedandour findingsareas folows

1. Comparedthe listedassessmentpaymentsin FormSIPC-7with respectivecash disbursementrecords

I entriesnoting nodifistences;2. Comparedthe TotalRevenueamountsreportedon the AnnualAuditedReport Fonn X-17A-5 Part ill for
the year endedDeeember 31,2018,with the Total Revenueamountsreported in Form SIPC-7 for the

I year ended Deeember31,2018notingno difierences;3. Comparedany a4ustments reported in Form SIPC-7 with supporting schedules and working papers
notingno difierences;

I 4. Recalculatedthe arithmeticalaccuracyof the calculationsreflectedin Form SIPC-7 and in the relatedschedulesandworkingpaperssupportingthe adjustments noting no differences; and

5. Comparedthe amountof any overpayment appled to the current assessment wih the Form SIPC-7 on
which it wasoriginaly computednoting nodiffereno88.

We were not engaged to, and did not conduct an examinationor a review, the objeceveof which would be the
expressionof anopinion or conclusion,respectively,on the Company'scompliancewith the applicableinstructionsof

I the FormSIPC-7forthe yearendedDecember 31,2014.Accordingly,wedo notexpresssuchanopinionorconclusion.Hadwe performedaddRionalprocedures,othermellersmighthavecometo ourattentionthatwouldhavebeenreported
to you.

I This reportis intendedsolely for the informationand use of the Companyand the SIPC and is not intended to be andshouldnot be used by anyoneother then thesespecified parties.

Richmond, Virginia

I
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