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Approximate date of proposed sale to the public: As soon as practicable from time to time after this registration
statement becomes effective.If this Form is filed to register additional securities for an offering pursuant to Rule
462(b) under the Securities Act, check the following box and list the Securities Act registration statement number of
the earlier effective registration statement for the same offering. . If this Form is a post-effective amendment filed
pursuant to Rule 462(c) under the Securities Act check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.  If the delivery of the prospectus
is expected to be made pursuant to Rule 434, check the following box.

CALCULATION OF REGISTRATION FEE

Title of each
class of

securities to
be registered

Amount of
securities to be
registered

Dollar
Amount to
be registered

Proposed
maximum

offering price
per share (1)

Proposed
maximum
aggregate

offering price

Amount of
registration

fee

$.001
Common
Stock

5,000,000,000
shares

$5,000,000 $0.001 $0.001 $ 633.50

(1) The proposed maximum offering price per share is based on the proposed offering price for the shares of the
registrant offered hereby.

The registrant hereby amends this registration statement as may be necessary to update pertinent information
contained herein. Once this offering has closed, the registrant shall complete a filing in accordance with Section 8(a)
of the Securities Act of 1933.
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NEXIA HOLDINGS, INC.
5,000,000,000 shares of $0.001 par value Common Stock

Purchase Price of $0.001 per share

The Offering:
Public Price $0.001 $5,000,000
Underwriting Discount *
Proceeds to Nexia Holdings, Inc.
   $4,750,000

The expenses indicated do not include legal, accounting, printing, and related costs incurred in making this offering.
We will need to pay all such costs, which we estimate to be $80,000. There is no arrangement to place the proceeds
from this offering in an escrow, trust or similar account.

Our company, Nexia Holdings, Inc., is a Nevada corporation engaged in the business of real estate investment. We
currently own and operate several buildings in the greater Salt Lake City, Utah area.

We plan to buy more investment properties which we believe are undervalued, compared to their cash flows and
estimated resale value. Our acquisition strategy is to identify properties with favorable financing arrangements already
in place, assume that financing, and satisfy any new down-payments with nominal cash payments or some
combination of cash and our own common stock. We plan to sell our properties from time to time as favorable
circumstances may permit.

* Refer to page 20, PLAN of DISTRIBUTION, Dutchess Private Equities Fund, L. P., Second Paragraph for discount
information.

This offering involves a high degree of risk, and the securities offered by this prospectus are highly speculative.
You should only buy this stock if you can afford to lose your entire investment. SEE "RISK FACTORS"
(BEGINNING ON PAGE 7) AND ADILUTION (BEGINNING ON PAGE 17) TO READ ABOUT RISKS
YOU SHOULD CAREFULLY CONSIDER BEFORE BUYING THIS STOCK.

Our common stock is quoted on the OTC Electronic Bulletin Board under the symbol “NEXH.” On December 13,
2005, the last reported sale price of the common stock on the OTC Bulletin Board was $0.0002 per share.

We will receive no proceeds from the sale of the shares by the selling shareholders. However, we may receive 95%
of the market price per share on the sale of the registered shares to Dutchess Private Equities Fund L.P.(“Dutchess”
or “Selling Shareholder”) from the exercise of a funding agreement with Dutchess whereby up to a total of
$10,000,000 in purchases may be made over a three year period.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
these securities or determined whether the information in this prospectus is truthful or complete. It is a criminal
offense for anyone to inform you otherwise.
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The information in this prospectus will be subject to completion or amendment. A registration statement relating to
these securities has been filed with the Securities and Exchange Commission. The Selling Shareholder may not sell
these securities, nor may it accept offers to buy, until the registration statement becomes effective. This prospectus
shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall the Selling Shareholder sell any
of these securities, in any state where such offer, solicitation or sale would be unlawful before registration or
qualification under such state=s securities laws.
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(801) 575-8073
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5,000,000,000 Shares of Common Stock
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December 15, 2005
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First page of the prospectus

SUMMARY

The following summary highlights the more detailed information and financial statements appearing elsewhere in this
prospectus. It is only a summary, it is not complete and does not convey all of the information you should consider
prior to investing in the common stock. We urge you to read the entire prospectus carefully, especially the risks of
investing in our common stock as discussed in the "Risk Factors" section beginning on page 7.

6

Edgar Filing: NEXIA HOLDINGS INC - Form SB-2

8



Table of Contents

OUR BUSINESS

Nexia’s current operations consist of the acquisition, leasing and selling of real estate. Nexia currently owns and
operates a 38,000 square foot retail/office building, a 15,000 square foot office building, an 11,000 square foot office
building and a 7,000 square foot retail building. All of these buildings are located in the greater Salt Lake City, Utah
area.

THE OFFERING

Securities Offered. 5,000,000,000 shares of
common stock.

Selling Shareholders. Dutchess Private Equities
Fund, L.P.

Shares of Common
Stock Outstanding.

Before Offering 3,539,945,834

After Offering 8,539,945,834

Nexia has entered into a series of investment agreements with Dutchess Private Equities Fund (the “Investment
Agreement”); this agreement is also referred to as an equity line of credit. The Investment Agreement provides that,
following notice to Dutchess, Nexia may put to Dutchess up to $10 million in shares of our common stock for a
purchase price equal to 95% of the lowest closing best bid price on the Over-the-Counter (“OTC”) Bulletin Board of our
common stock during the five day period following that notice. The number of shares that we will be permitted to put
pursuant to the Investment Agreement will be either: (a) 200% of the average daily volume of our common stock for
the ten trading days prior to the applicable put notice, multiplied by the average of the three daily closing best bid
prices immediately preceding the day we issue the put, or (b) $100,000; provided that in no event will the put amount
be more than $1,000,000 with respect to any single put. In turn, Dutchess has indicated that it will resell the shares of
common stock in the open market, resell our shares to other investors through negotiated transactions or hold our
shares in its portfolio. This prospectus covers the resale of our shares of common stock by Dutchess either in the open
market or to other investors through negotiated transactions.

Any investor purchasing Nexia’s common stock during this registered offering is likely to suffer a dilution of his or her
investment depending on how many of these securities are re-sold by Dutchess prior to the purchase by the investor.
For more information on the dilutive effect of this offering, please see the discussions in this Prospectus at pages
thirteen and fifteen.

7
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Use of Proceeds We will use the proceeds from this offering to: 1. Provide operating capital; 2. Improve
existing real estate holdings; and 3. Fund acquisition of real estate and development properties.

Risk Factors The stock offered by this prospectus is speculative and involves a high degree of risk.
Investors should not buy this stock unless they can afford to lose their entire investment.

OTC Bulletin Board
Common Stock
Symbol

“NEXH”

SUMMARY OF SELECTED FINANCIAL DATA

The information below should be read together with “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and the financial statements and notes to financial statements included elsewhere in this
prospectus.

Year ended
12/31/2004

Nine months ended
9/30/05

Revenue $ 634,089 $ 254,702
Gain/loss from operations (3,493,029) (839,306)
Net Income (loss) (3,004,155) (3,802)
Income (loss) per common share (0.03) -
Weighted average number of common shares
Outstanding 90,299,865 3,053,249,863

Balance Sheet Data
Working capital (deficit) $ (51,334) $ (598,345)
Total assets 4,006,060 4,097,985
Total liabilities 3,549,330 2,942,132
Shareholders equity 441,415 1,053,354

RISK FACTORS

An investment in the common stock the selling shareholders are offering to resell is risky. The stock offered in this
prospectus inherently involves a high degree of risk, and you should carefully consider the possibility that you may
lose your entire investment. Given this possibility, we encourage you to evaluate the following risk factors and all
other information contained in this prospectus before buying the common stock of Nexia. Any of the following risks,
alone or together, could adversely affect our business, our financial condition, or the results of our operations, and
therefore the value of your Nexia common stock.

8
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Risks Related to Nexia’s Business

Nexia's real estate investments are inherently risky and dependent on rental income.

Real estate investments are inherently risky. The value of a real estate investment company's stock depends largely on
the rental income and the capital appreciation generated by the properties which the investment company owns. If our
properties do not generate enough cash flow from rental income to meet operating expenses (such as debt service,
capital expenditures and tenant improvements), our ability to develop our business and become profitable will be
adversely affected.

Income from real estate investments may be adversely affected by a number of factors, including:

$  the general economic climate and local real estate conditions (such as too much supply or too little demand for
rental space, as well as changes in market rental rates);

$  prospective tenants' perceptions of a building's safety, convenience and attractiveness, or the overall appeal of a
particular building;

$  the property owner's ability to provide adequate management, maintenance and insurance;

$  expenses for periodically renovating, repairing and re-letting spaces;

$  rising operating costs for our properties (including real estate taxes and utilities), which we may not be able to pass
through to tenants because of their leases;

$  falling operating costs for competing properties, which would allow them to undercut our rental rates;

$  rising unemployment rates in the area, which may reduce the demand for rental space;

$  adverse changes in zoning laws, tax laws, or other laws affecting real estate or businesses in the area;

$  damage from earthquakes or other natural disasters;

$  mortgage interest rates and the availability of financing.

Some significant expenses associated with real estate investment (such as mortgage payments, real estate taxes,
insurance and maintenance costs) are fixed and generally can not be reduced if circumstances cause lower rental
incomes from a building. For example, if we can not meet the mortgage payments, we could lose some or all of our
investment in a building due to foreclosure by the holder of the lien on the property.

Our real estate investments have limited liquidity and no certainty of capital appreciation.

Our real estate investments have limited liquidity. Real estate investments in general are relatively illiquid. Our ability
to vary our portfolio in response to changes in economic and other conditions will be limited. We cannot ascertain
whether we will be able to sell an investment when a sale would be advantageous or necessary. The sale price may not
be enough to recoup the amount of our investment. Accordingly, Nexia can provide no assurance that the value of its
properties will appreciate.
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There are numerous uncertainties in estimating real estate values and prospective appreciation value. The estimated
values set forth in appraisals are based on various comparisons to other property sales; predictions about market
conditions such as demand, vacancy rates, prospective vacancy rates, renewal terms and other factors; assumptions
about the property’s condition, conformance with laws and regulations, absence of material defects; estimates of lease
revenues and operating expenses; and other factors. Any significant change in these comparisons, predictions,
assumptions, and estimates, most of which are beyond our control, could materially and adversely affect the market
values and appreciation potential of our properties.
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We compete with substantially larger companies to acquire suitable buildings.

The commercial real estate market is highly competitive. We compete with substantially larger companies for the
acquisition, development and operation of properties that fit within the parameters of our business plan. Some of these
companies are national or regional companies with far greater resources than ours. The presence of these competitors
may significantly impede our business growth or survival.

Nexia 's ability to generate enough revenue to operate our business is dependent on the ability to attract tenants and
ensure that tenants meet their lease obligations.

Our business would be severely affected if our current tenants fail to meet lease obligations or, if upon failure to meet
lease obligations, we were unable to enter into new viable leases for the resulting vacant space. Further, if a tenant
defaulted on a lease, we might experience a delay before the courts enforced our rights against the tenant. Our ability
to lease the space during any court enforced action would be seriously impaired. Failure of a tenant’s business through
bankruptcy would also reduce or eliminate our revenue flow. We can provide no assurance that tenants will faithfully
meet their lease obligations or that tenants will not be impaired through some form of business failure or otherwise.

Fixed costs cannot be reduced if circumstances lower rental incomes from a building.

Our ability to fund the fixed costs related to a building, such as mortgage payments, insurance costs, maintenance,
security, landscaping and costs normally paid by a tenant occupying space in a building could not be paid by Nexia in
the event that rental income from a building was lowered due to vacancy, bankruptcy of tenants or if competition for
tenants depressed rental rates in the market for any building owned by Nexia.

Our ability to satisfy fixed operating costs that may rise over time cannot be reduced in response to any decrease in
our rental income, or passed through to our tenants.

Our ability to satisfy fixed operating costs associated with our property could be seriously affected by any rise in
expenses such as: mortgage payments, insurance, utilities, cleaning, ventilation, air-conditioning, security,
landscaping, building repairs and maintenance. While our tenants must often pay a portion of these escalating costs,
there can be no assurance that they will agree to any increase in current fixed costs or that any increase in tenant
payments would cover increased operating costs. Our current fixed costs for any future time period cannot be reduced
in response to any decrease in rental income, and our ability to operate would be severely affected by any increase in
the costs associated with leasing our property.

The majority of Nexia’s current real estate holdings are located in the Salt Lake City, Utah market making the
Company vulnerable to changes in economic conditions in that market.

The majority of Nexia’s current real estate holdings are located in the Salt Lake City, Utah market which creates a
greater risk of harm from a downturn in that single market as compared to wider more diversified holdings in several
geographic areas. Any significant change in the office or retail space in the Salt Lake City market will directly affect
Nexia’s real estate operations.

10
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Nexia may invest in properties in other real estate markets outside of the Salt Lake City, Utah area where the
Company may have no experience.

Nexia may make selected acquisitions or develop properties outside the area of its current focus of Salt Lake City,
Utah as appropriate opportunities are located or as they may arise. The historical experience of Nexia is in the Salt
Lake City market area, and management may not be able to operate successfully in other market areas. Some of the
risks in operating in new market areas would include: a lack of market knowledge and understanding of the local
economies, an inability to identify promising acquisition or development opportunities, an inability to obtain qualified
development and maintenance personnel, and a lack of familiarity with local government and permitting procedures.
Any of these factors could cause Nexia to incur costs greater than anticipated and limit the success of any acquisition
and development that may be undertaken, which would reduce the Company’s profitability and limit its growth.

Nexia expects to experience significant growth in the future and may not be able to adapt its management and
operational systems to adequately integrate the additional properties and operations without unanticipated significant
disruption or expense.

Nexia intends to make a significant number of investments in real estate over the next 36 months. As a result of the
anticipated future growth, we cannot assure you that the Company will be able to adapt its management,
administrative, accounting and operational systems or hire and retain sufficient operational staff to integrate the new
properties into the Company and manage any future acquisitions of additional properties without operating disruptions
or unanticipated costs. Any future acquisition will generate additional operating expenses that the Company will be
required to pay. As Nexia acquires additional properties it will be subject to risks associated with managing new
properties, including tenant retention and mortgage defaults. Acquisitions may additionally cause disruptions of
operations and divert management’s attention away from day-to-day operations, which could impair relationships with
our current tenants and employees. Any failure to successfully integrate future property acquisitions into our portfolio
could cause significant disruption or costs, which in turn could reduce the Company’s cash flow and potential for
profitability.

We are dependent on key personnel, specifically Richard Surber, and have no employment agreement with him.

We are dependent on the services of Richard Surber, our President. We do not have an employment agreement with
Mr. Surber, and losing his services would likely have an adverse effect on our ability to conduct business. Mr. Surber
serves as an Officer and Director of Nexia. Mr. Surber is currently employed by other businesses, and he will only
allocate a portion of his time (estimated at an average of 35 hours per week) to the business of Nexia. Therefore, there
is a risk that he might not devote enough time to Nexia in fulfilling our business plan. Further, Nexia has a limited
number of full time employees.

Our ability to provide adequate management, maintenance and insurance.

To provide for adequate management, maintenance and insurance for the properties owned by Nexia, rental income
will need to exceed the normal operating costs. Vacancies, falling rents, bankruptcy of tenants, unexpectedly higher
maintenance costs or a loss not covered by insurance could adversely affect the ability of Nexia to provide adequate
management, maintenance and insurance for its properties. If these services are not provided on an adequate basis,
deterioration of the property would have a severely negative impact on Nexia.

11
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Risks related to Nexia’s and its predecessors’ operating histories

The current focus of Nexia’s business plan is to take advantage of the current boom in the United States’ real estate
market. In the current market, Nexia has not relied upon the sellers of real property to finance its real estate
investments. Nexia has obtained the necessary funding on its own. However, Nexia and its predecessors have
attempted in recent years to compete in other market trends which were not successful. For example, Nexia signed an
agreement to acquire Creative Marketing Group, Inc. which holds a license to market coffee maker filters and ground
coffee beans under the “Mr. Coffee” name. In another example, Nexia attempted to close on a manufacturing and repair
company. In each of these situations, the executive management of Nexia and its predecessors was the same. In each
of these failed attempts, Nexia attempted to acquire an existing business based on the incorrect information that the
selling shareholder group would obtain the necessary financing to support the ongoing business of the franchise.
Based upon past performance, there is the possibility that Nexia’s executive management may in the future commit
resources to an acquisition that ultimately proves to be unsound and damages the Company financially.

We will need new funding, which may not be available, in order to fully execute our real estate business plan.

Our real estate business planBbuying undervalued buildingsBwill depend on our ability to raise more money.
Management and shareholders have not committed to provide new funding. Except for that funding we hope to obtain
as a result of selling our common stock to Dutchess, as detailed in this prospectus, we have not investigated other
sources, availability, or terms for new funding. There is no assurance that funding will be available from any source
or, if available, that it can be obtained on acceptable terms. If we can not obtain new funding, our operations could be
severely limited.

We cannot predict our future capital needs and may not be able to secure additional funding.

Nexia’s management estimates that the Company’s current “burn rate,” the current rate at which expenses exceed revenue,
is approximately $80,000 per month, or $960,000 per year. We will need to raise additional funds within the next six
months in order to fund the current level of operations of the Company. We expect that the majority of these funds
will come from the sale of our common shares to Dutchess or the sale or transfer of some of our preferred shares to
private investors. Either method of funding could result in a significant dilution of ownership interests by the holders
of our common stock.

Environmental liability could affect our real estate investments.

Various federal, state and local environmental laws make a real estate owner liable for the costs of removal or
remediation of certain hazardous or toxic substances on a property. These laws often impose environmental liability
regardless of whether the owner was responsible or knew of the presence of hazardous substances. The presence of
hazardous substances, or the failure to properly remediate them, may adversely affect our ability to sell or rent a
property or to borrow using the property as collateral. No assurance can be given that the environmental assessments
of our properties revealed all environmental liabilities, or that a material, adverse environmental condition does not
exist on our properties.

We may face an uninsured loss.

Owners of real estate are subject to certain types of losses such as civil disturbance or pollution, which are either
uninsurable or too expensive to insure. If an uninsured loss or a loss in excess of insured limits occurs, Nexia's
investment in our real properties, as well as anticipated future revenues could be lost. Meanwhile, obligations on any
mortgage debt for the properties would continue. Accordingly, any uninsured loss could adversely affect our financial
condition and results of operation.
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The Americans With Disabilities Act and similar legislation may increase our costs.

The Americans with Disabilities Act of 1980 (ADA) requires that commercial facilities and places of public
accommodation be accessible to disabled people. A number of additional federal, state and local laws impose other
requirements on owners concerning access by disabled people. We may need to make both structural and
non-structural changes to our property in order to comply with the ADA and similar laws. Noncompliance could result
in government fines or an award of damages to a private litigant. We have not been informed that any of our
properties fail to comply with such laws. However, we may incur costs, which we cannot fully ascertain now, to
ensure compliance in the future. While we do not expect the prospective costs of compliance to have a material effect
on our operations, a potential for substantial costs exists. If changes are required, our financial condition and results of
operations could be adversely affected.

We do not expect to pay dividends for some time, if at all.

No dividends have been paid on the common stock in the past three years. We expect that any income received from
operations will be devoted to costs of operations and growth. We do not expect to pay cash dividends in the near
future. Payment of dividends would depend upon the company’s profitability at the time, cash available for those
dividends and other factors.

The Series B Preferred Stock held by Richard Surber creates an anti-takeover or change of control limitation.

The eight million shares of Series B Preferred Stock held by Richard Surber provide him with voting control over any
proposal requiring a vote of the shareholders. Such an event would include a vote by the board of directors to conduct
a reverse split of the common stock. This effectively gives him a veto over any attempt to take over or change control
of the Company. The shares held by Mr. Surber thus have a strong anti-takeover effect. Their issuance was to
compensate Mr. Surber for serving as the personal guarantor of the loans used to acquire the majority of the real estate
holdings currently under the Company’s control. 

Risks Related to Investment

Richard Surber currently holds voting control of Nexia through his ownership of voting preferred stock.

Through Mr. Surber’s ownership of 8,000,000 shares of the Series B Preferred Stock of the Company, he holds voting
rights equal to 4,000,000,000 shares of common stock. Currently, 3,539,945,834 shares of common stock are issued
and outstanding. Mr. Surber holds voting control of any issue presented to the shareholders for a vote of the common
stock. His interests may not always conform to the interests of the common stockholders, in general, and thus his
voting rights may not always be exercised in the best interests of the common stockholders of the Company.

Nexia expects the price of its common stock to be volatile. As a result, investors could suffer greater market losses in
a down market than they might experience with a more stable stock. Volatility in our stock may also increase the risk
of having to defend a securities class action suit, which could be expensive and divert management’s attention from
managing Nexia’s business.

The market price of Nexia’s common shares has been subject to wide fluctuations in response to several factors, such
as:

13
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·  Significant dilution
·  Actual or anticipated variation in the results of operations

·  Announcements of acquisitions
·  Changes in the areas of operations of the company

·  Conditions and trends in the real estate market in Salt Lake City, Utah and nationally

The stock markets generally, and the OTC Bulletin Board in particular, have experienced extreme price and volume
fluctuations that are often unrelated and disproportionate to the operating performance of a particular company. These
market fluctuations, as well as general economic, political and market conditions such as recessions or interest rate or
international currency fluctuations, may adversely affect the market for the common stock of the company. In the past,
class action litigation has often been brought against companies after periods of volatility in the market price of their
securities. If such a class action suit is brought against the company it could result in substantial costs and a diversion
of management’s attention and resources, which would hurt business operations.

Dutchess will pay less than the then-prevailing market price of our common stock, which may cause our stock price to
decline.

The common stock to be issued under our agreement with Dutchess will be purchased at a 5% discount to the lowest
closing bid price for the five days immediately following our notice to Dutchess of our election to exercise our put
right. These discounted sales could cause the price of our Common Stock to decline, and you may not be able to sell
our stock for more than you paid for it.

Our stock value is dependent on our ability to generate net cash flows.

A large portion of any potential return on our common stock will be dependent on our ability to generate net cash
flows.

If we can not operate our commercial property at a net profit, there will be no return on shareholders’ equity, and this
could result in a loss of share value. No assurance can be given that we will be able to operate at a net profit now or in
the future.

Our common stock value may decline after the offering.

Sales of our common stock in the public market following this offering could lower the market price of our common
stock. The sales may also make it more difficult for the company or its investors to sell current securities in the future
at a time and price that the company or its current investors deem acceptable or even to sell such securities at all. The
risk factors discussed in this "Risk Factors" section may significantly affect the market price of our stock. The low
price of our stock may result in many brokerage firms declining to deal in our stock. Even if a buyer finds a broker
willing to effect a transaction in our common stock, the combination of brokerage commissions, state transfer taxes, if
any, and other selling costs may exceed the selling price. Further, many lending institutions will not permit the use of
this stock as collateral for loans. Thus, you may be unable to sell or otherwise realize the value of your investment in
our stock.

14

Edgar Filing: NEXIA HOLDINGS INC - Form SB-2

18



Table of Contents

The number of shares to be made available through this registration statement could encourage short sales by third
parties, which could contribute to a future decline in the price of our stock.

In our circumstances, the provision of a large number of common shares to be sold to Dutchess has the potential to
cause a significant downward pressure on the price of common stock, such as ours, that is traded on the OTC Bulletin
Board. This would be especially true if the shares being placed into the market exceeds the market’s ability to take up
the increased number of shares or if the Company has not performed in such a manner to encourage additional
investment in the market place. Such events could place further downward pressure on the price of the common stock.
As a result of the number of shares that could be placed with Dutchess, an opportunity exists for short sellers and
others to contribute to the future decline of Nexia’s stock price. Persons engaged in short-sales first sell shares that they
do not own and, thereafter, purchase shares to cover their previous sales. To the extent the stock price declines
between the time the person sells the shares and subsequently purchases the shares, the person engaging in short-sales
will profit from the transaction, and the greater the decline in the stock price the greater the profit to the person
engaging in such short-sales. If there are significant short-sales of our stock, the price decline that would result from
this activity will cause our share price to decline even further, which could cause any existing shareholders of our
stock to sell their shares creating additional downward pressure on the price of the shares. It is not possible to predict
how much the share price may decline should a short sale occur. In the case of some companies that have been
subjected to short-sales the stock price has dropped to near zero. This could happen to Nexia.

Our shareholders may face significant restrictions on the resale of our stock due to state "blue Sky" laws.

Each state has its own securities laws, often called "blue sky laws," which (1) limit sales of stock to a state's residents
unless the stock is registered in that state or qualifies for an exemption from registration and (2) govern the reporting
requirements for broker-dealers and stock brokers doing business directly or indirectly in the state. Before a security is
sold in a state, there must be a registration in place to cover the transaction, or it must be exempt from registration.
Also, the broker must be registered in that state. We do not know whether our stock will be registered, or exempt,
under the laws of any states. A determination regarding registration will be made by the broker-dealers, if any, who
agree to serve as the market-makers for our stock. There may be significant state blue sky law restrictions on the
ability of investors to sell, and on purchasers to buy, our stock.

You should consider the resale market for our securities to be limited. Shareholders may be unable to resell their
stock, or they may be unable to resell it without the significant expense of state registration or qualification.

Our stock may be subject to significant restrictions on resale due to federal penny stock regulations.

Our stock differs from many stocks because it is a "penny stock." The Securities and Exchange Commission (“SEC”)
has adopted a number of rules to regulate penny stocks. These rules require that a broker or dealer, prior to entering
into a transaction with a customer, must furnish certain information related to the penny stock. The information that
must be disclosed includes quotes on the bid and offer, any form of compensation to be received by the broker in
connection with the transaction and information related to any cash compensation paid to any person associated with
the broker or dealer.

These rules may affect your ability to sell our shares in any market that may develop for Nexia stock. Should a market
for our stock develop among dealers, it may be inactive. Investors in penny stocks are often unable to sell stock back
to the dealer that sold it to them. The mark-ups or commissions charged by broker-dealers may be greater than any
profit a seller can make. Because of large dealer spreads, investors may be unable to sell the stock immediately back
to the dealer at the same price the dealer sold it to them. In some cases, the stock value may fall quickly. Investors
may be unable to gain any profit from any sale of the stock, if they can sell it at all.

Edgar Filing: NEXIA HOLDINGS INC - Form SB-2

19



Potential investors should be aware that, according to the SEC Release No. 34-29093, the market for penny stocks has
suffered in recent years from patterns of fraud and abuse. These patterns include:
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·  control of the market for the security by one or a few broker-dealers that are often related to the promoter or issuer;

·  manipulation of prices through prearranged matching of purchases and sales and false and misleading press releases;

·  "boiler room" practices involving high pressure sales tactics and unrealistic price projections by inexperienced sales
persons;

·  excessive and undisclosed bid-ask differentials and markups by selling broker-dealers; and

·  the wholesale dumping of the same securities by promoters and broker-dealers after prices have been manipulated to
a desired level, along with the inevitable collapse of those prices with consequent investor losses.

Investors must contact a broker-dealer to trade over-the-counter bulletin board securities. As a result, you may not be
able to buy or sell our securities at the times you may wish.

Even though our securities are quoted on the OTC Bulletin Board, they may not permit our investors to sell securities
when and in the manner that they wish. Because there are no automated systems for negotiating trades on the OTC
Bulletin Board, they are conducted via telephone. In times of heavy market volume, the limitations of this process
may result in a significant increase in the time it takes to execute investor orders. When investors place market orders
to buy or sell a specific number of shares at the current market price it is possible for the price of a stock to go up or
down significantly during the lapse of time between placing a market order and its execution.

If we fail to remain current on the reporting requirements that apply to Nexia, we could be removed from the OTC
Bulletin Board which would limit the ability of broker-dealers to sell our securities and the ability of stockholders to
sell their securities.

Companies trading on the OTC Bulletin Board, such as Nexia, must be reporting issuers under Section 12 of the
Securities Exchange Act of 1934, as amended, and must be current in their reports under Section 13, in order to
maintain price quotation privileges on the OTC Bulletin Board. If we fail to remain current on our reporting
requirements, shares of our common stock could be removed from the OTC Bulletin Board. As a result of that
removal, the market liquidity for our securities could be severely adversely affected by limiting the ability of
broker-dealers to sell our securities and the ability of stockholders to sell their securities in the secondary market.

Investors may experience an immediate and significant dilution of their interest if any securities registered hereunder
are sold.

"Dilution" represents the difference between the offering price and the net tangible book value per share immediately
after completing this offering. "Net tangible book value" is the amount that results from subtracting total liabilities and
intangible assets from total assets. Dilution is caused primarily by our arbitrary determination of the offering price for
the shares detailed in this prospectus. Dilution also occurs because of the lower book value of the shares held by our
existing shareholders.

As of September 30, 2005, the net tangible book value of our shares of common stock was $545,354 or approximately
$0.0002 per share, based on 3,539,945,834 shares outstanding.
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Upon completion of this offering, if 100% of the offered shares are sold, the net tangible book value of the
8,539,945,834 shares to be outstanding will be $5,555,354 or approximately $0.0007 per share. The net tangible book
value of the shares held by our existing stockholders will increase by $0.0005 per share without any additional
investment on their part. You would experience an immediate dilution from $0.0010 per share to $0.0007 per share.

Dutchess may not buy all or any of our common stock.

The possibility exists that we will not sell any of the securities to Dutchess detailed in this offering; or that we will sell
only a limited number of securities. Nexia has incurred expenses related to this offering. The offering expenses are to
be paid from the proceeds of the offering or the sales to Dutchess. Should Nexia fail to sell, or should Dutchess fail to
buy any securities or only a limited number of securities as offered, then offering costs would be paid from our
operating budget. The addition of this financial obligation to the operating budget of Nexia would have a negative
impact on our ability to continue our operations.

SELLING SHAREHOLDERS

The following table presents information regarding the selling shareholders. None of the selling shareholders holds, or
has held a position or office or had any other material relationship with Nexia.

Selling Security Holder Shares held percentage of shares shares sold percentage of
Before offering before offering in offering shares after offering

Dutchess Private
Equities
Fund L.P. 0 0% 5,000,000,000 58%

USE OF PROCEEDS

Nexia will not receive any proceeds from the sale of the shares by Dutchess pursuant to this registration. However, all
shares sold to Dutchess pursuant to the Investment Agreement between Nexia and Dutchess will generate cash
proceeds from those sales for Nexia. Nexia intends to use the proceeds from those transfers to Dutchess in the
following manner, and in the following order of priority.

Priority Use of Proceeds Est'd Cost

1 Costs of offering $ 80,000
2 Working capital $ 1,930,000
3 Improvement to existing real estate

holdings
$ 1,080,000

4 Acquisition of real estate $ 1,660,000
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DETERMINATION OF OFFERING PRICE

The shares of Nexia common stock are being offered for sale by the selling stockholder at prices established on the
OTC Bulletin Board or in negotiated transactions during the term of this offering. These prices will fluctuate based on
the demand for the shares.

DILUTION

"Dilution" represents the difference between the offering price and the net tangible book value per share immediately
after completing this offering. "Net tangible book value" is the amount that results from subtracting total liabilities and
intangible assets from total assets. Dilution arises mainly because we have arbitrarily determined the offering price for
the shares offered in this prospectus. Dilution also occurs because of the lower book value of the shares held by our
existing stockholders.

These calculations are assumptions based upon an estimate of prices and sales that may never be realized. Actual
prices to be paid by Dutchess to the Company will not be determined until the time of sale. All of the following
information is premised upon those assumptions and estimated prices. Actual results may vary materially from those
presented in the following information as a result of the sale and transfer of the shares registered hereunder.

As of September 30, 2005, the net tangible book value of our shares of common stock was $545,354 or approximately
$0.0002 per share, based on 3,539,945,834 shares.

Upon completion of this offering, if 100% of the offered shares are sold, (5,000,000,000) the net tangible book value
of the 8,539,945,834 shares to be outstanding will be $5,555,354 or approximately $0.0007 per share. The net tangible
book value of the shares held by our existing stockholders will be increased by $0.0005 per share without any
additional investment on their part. You will incur an immediate dilution from $0.0010 per share to $0.0007 per share.

Upon completion of this offering, if 75% of the offered shares are sold, (3,750,000,000) the net tangible book value of
the 7,289,945,834 shares to be outstanding will be $4,305,354, or approximately $0.0006 per share. The net tangible
book value of the shares held by our existing stockholders will be increased by $0.0004 per share without any
additional investment on their part. You will incur an immediate dilution from $0.0010 per share to $0.0006 per share.
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Upon completion of this offering, if 50% of the offered shares are sold, (2,500,000,000) the net tangible book value of
the 6,039,945,834 shares to be outstanding will be $3,455,354 or approximately $0.0005 per share. The net tangible
book value of the shares held by our existing stockholders will be increased by $0.0003 per share without any
additional investment on their part. You will incur an immediate dilution from $0.0010 per share to $0.0005 per share.

Upon completion of this offering, if 25% of the offered shares are sold, (1,250,000,000) the net tangible book value of
the 4,789,945,834 shares to be outstanding will be $1,805,354 or approximately $0.0004 per share. The net tangible
book value of the shares held by our existing stockholders will be increased by $0.0002 per share
without any additional investment on their part. You will incur an immediate dilution from $0.0010 per share to
$0.0004 per share.

Upon completion of this offering, if 5% of the offered shares are sold, (250,000,000) the net tangible book value of
the 3,789,945,834 shares to be outstanding will be $805,354 or approximately $0.0002 per share. The net tangible
book value of the shares held by our existing stockholders will not be increased. You will incur an immediate dilution
from $0.0010 per share to $0.0002 per share.

The following table compares the differences of your investment in our shares with the investment of our existing
stockholders.

EXISTING STOCKHOLDERS

Price per share $ 0.0010
Net tangible book value per share before offering. $ 0.0002
Net tangible book value per share after offering, assuming all shares are sold $ 0.0007
Net Increase in tangible book value to existing stockholders after offering assuming all
shares are sold $ 0.0005
Number of shares outstanding before the offering 3,539,945,834
Number of shares after offering held by existing stockholders 3,539,945,834
Percentage of ownership after offering 41.5%

PURCHASERS OF SHARES IN THIS OFFERING IF ALL SHARES SOLD

Price per share $ 0.0010
Dilution per share $ 0.0003.
Capital contributions $ 5,000,000
Number of shares after offering held by public investors 8,139,792,403
Percentage of ownership after offering 94.1%

PURCHASERS OF SHARES IN THIS OFFERING IF 75% OF SHARES SOLD

Price per share $ 0.0010
Dilution per share $ 0.0004
Capital contributions $ 3,750,000
Number of shares after offering held by public investors 6,889,792,403
Percentage of ownership after offering 93.1%

PURCHASERS OF SHARES IN THIS OFFERING IF 50% OF SHARES SOLD

Price per share $ 0.0010
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Dilution per share $ 0.0005
Capital contributions $ 2,500,000
Number of shares after offering held by public investors 5,639,792,403
Percentage of ownership after offering 91.7%

PURCHASERS OF SHARES IN THIS OFFERING IF 25% OF SHARES SOLD

Price per share $ 0.0010
Dilution per share $ 0.0006
Capital contributions $ 1,250,000
Number of shares after offering held by public investors 4,389,792,403
Percentage of ownership after offering 89.6%

PURCHASERS OF SHARES IN THIS OFFERING IF 5% OF SHARES SOLD

Price per share $ 0.0010
Dilution per share $ 0.0008
Capital contributions $ 250.000
Number of shares after offering held by public investors 3,389,792,403
Percentage of ownership after offering 86.8%
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PLAN OF DISTRIBUTION

The Selling Shareholder has told us they intend to sell the common stock covered by this prospectus from time to time
in the OTC Bulletin Board market or in any other market where our shares of common stock are quoted. The Selling
Shareholder, or brokers, dealers or agents that participate in the distribution of the common stock, may be deemed to
be underwriters, and any discounts on the sale of common stock by them and any discounts, concessions, or
commissions they receive may be deemed to be underwriter discounts and commissions under the Securities Act.

Under the securities laws of some states, the shares of common stock may be sold in such states only through
registered or licensed brokers or dealers. We will inform the Selling Shareholder that any underwriters, brokers,
dealers or agents effecting transactions on behalf of the selling shareholder must be registered to sell securities in all
50 states. In addition, in some states the shares of common stock may not be sold unless the shares have been
registered or qualified for sale in such state or an exemption from registration or qualification is available and there is
compliance with those exemptions.

Nexia will pay all the expenses of the registration, offering, and sale of the shares of common stock to the public
under this prospectus other than commissions, fees, and discounts of underwriters, brokers, dealers or agents. We have
agreed to indemnify the Selling Shareholder and their controlling persons against certain liabilities, including
liabilities under the Securities Act. We estimate the expenses of the offering, to be borne by Nexia, will be
approximately $80,000. We will not receive any proceeds from the sale of the shares of common stock by the Selling
Shareholder. We will, however, receive proceeds from the sale of common stock to Dutchess pursuant to the
Investment Agreement.

The Selling Shareholder should be aware that the anti-manipulation provisions of Regulation M under the Exchange
Act will affect purchases and sales of common stock by the selling shareholder and that there are restrictions on
market-making activities by persons engaged in the distribution of the shares. Under Regulation M, the Selling
Shareholder or its agents may not bid for or purchase, or attempt to induce any person to bid for or purchase, shares of
our common stock while they are distributing shares covered by this prospectus. Accordingly, except as noted below,
the selling shareholder is not permitted to cover short sales or purchasing shares while the distribution is taking place.
We will advise the Selling Shareholder that if a particular offer of common stock is to be made on terms materially
different from the information set forth in the above Plan of Distribution, that a post-effective amendment to the
accompanying registration statement must be filed with the Securities and Exchange Commission.

Dutchess Private Equities Fund, L.P.

On August 15, 2005, The Company executed the Investment Agreement with Dutchess Private Equities Fund, L.P.,
(“Dutchess” or the “Selling Shareholder”) a Delaware limited partnership with its principal office located at 50
Commonwealth Avenue, Suite 2, Boston, Massachusetts 02116. The Company reported the execution of this
agreement on Form 8-K.

The Investment Agreement provides for Dutchess to extend to the Company up to $10,000,000 in equity financing.
The term of the financing extends for up to a three year period, during which the Company can receive funds through
the sale of its common stock to Dutchess. The purchase price of the shares is stipulated to be at 95% of the lowest
closing bid price for the five trading days after a request is received by Dutchess from the Company.

The financing will only become available to the Company after the filing and subsequent effectiveness of this SB-2
Registration Statement.
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LEGAL PROCEEDINGS

The following civil actions may have a material impact on Nexia:

Richard D. Surber, Individually and Hudson Consulting Group, Inc., a Nevada Corporation vs. Richard A. Bailey and
Florian R. Ternes, Individually, Gateway Distributors, Inc., a Nevada Corporation and Worldwide Holdings Delaware
Corp., a Delaware corporation, f/k/a TRSG Corporation. Suit was filed on October 8, 2004 in the Third Judicial
District Court of Salt Lake County, State of Utah, Civil Case No. 040921072. The complaint was filed on behalf of
Mr. Surber and Hudson Consulting Group, Inc. seeking recovery for unpaid obligations owed to Hudson by the named
defendants, some of which are represented by a promissory note in the face amount of $175,000 and for damages
alleged to have been caused by the fraudulent actions of the named defendants which have caused injury to both
Hudson and to Mr. Surber personally. Defendants have been served and all but one has filed an appearance with the
court in which they have denied liability. Worldwide Holdings Delaware Corp. has failed to make an appearance and a
default has been requested from the court against that corporation. The Company has prepared a Motion for Summary
Judgment and filed it with the Court.

Nexia Holdings, Inc., a Nevada Corporation vs. Richard Bailey, Individually and Creative Marketing Group, Inc., a
Nevada Corporation. This action was filed on September 28, 2004, in the Third Judicial District Court of Salt Lake
County, State of Utah, Civil Case No. 040920424. Nexia filed this cause of action to recover its damages that resulted
from the failure of the named defendants to perform the terms and conditions of a Stock Purchase Agreement and Plan
of Reorganization signed on or about November 10, 2003. This agreement provided for Nexia to acquire a controlling
interest in the defendant corporation which the Defendants have subsequently failed and refused to perform, despite
Nexia having tendered full performance on its part. Both defendants were served with process in the case and failed to
make an appearance before the Court; entry of default against each defendant has been signed by the court.
Development of information to establish the amount of damages suffered by Nexia is currently being gathered and
after presentation to the court, a final judgment is expected for Nexia in an amount yet to be determined.

Hallmark Construction & Development, L.L.C. v. Wasatch Capital Corporation, Community First National Bank,
CUBCO, Inc. and John Does 1-10. Action was filed on or about August 18, 2005, in the Third Judicial District Court
of Salt Lake County, State of Utah, Civil Case No. 050914860. Hallmark Construction & Development LLC has filed
suit against Wasatch Capital Corporation seeking collection of $92,000 in alleged unpaid construction costs for the
improvements and work provided on the Wallace/Bennett buildings owned by Wasatch Capital. Wasatch has
responded with a demand that, as provided in the underlying contract, the matters in dispute between the parties be
submitted to arbitration. Wasatch denies that it is currently indebted to Hallmark for any services or work provided for
the improvement of the said buildings and believes that it has actions for damages against Hallmark.

DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS & CONTROL PERSONS

The following persons are officers and directors of Nexia as of the date of this prospectus:

Name    Age   Position(s) and Office(s)

Richard Surber                  32                        President and Director
Gerald Einhorn                  66                        Vice President, Secretary and Director
Adrienne Bernstein           61                         Director
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Richard D. Surber, 32, graduated from the University of Utah with a Bachelor of Science degree in Finance and then
with a Juris Doctorate with an emphasis in corporate law, including securities, taxation and bankruptcy. He has served
as President and Director of the Company since May of 1999. He also served as an officer and director of the
Company's former parent corporation, Axia Group, Inc. (president and director from 1992 until control transferred in
2004). He has been an officer and director of several public companies, including: Golden Opportunity Development
Corporation ("GODC"), a majority owned subsidiary of Nexia until December 31, 2004, (president and director from
September 1999 to December 19, 2001). GODC's operations (until January 4, 2002) consisted of operating a 134
room motel in Baton Rouge, Louisiana.

In 2004, the SEC instituted administrative proceedings to de-register fourteen shell companies affiliated directly or
indirectly with Mr. Surber over the last six years. Four of these companies were majority owned affiliates of Nexia.
All of the companies de-registered by the SEC were inactive and shell companies. Mr. Surber was not named as a
respondent in any of those SEC proceedings.

Gerald Einhorn, 66, was appointed to the board in June of 2002 as a Director, Vice-President and Secretary of Nexia.
He was employed by Hudson Consulting Group, Inc. (currently a subsidiary of Nexia) in its legal department from
February 1996 to November 2003 as an attorney working in the areas of real estate, corporate and securities matters.
Prior to that time, Mr. Einhorn was self employed for more than 20 years in Long Island, New York as a wholesale
distributor of fresh produce and frozen foods to retail and institutional end users. He is a member of the New York Bar
and practiced in New York State for a period of 10 years before entering the food distribution business.

Adrienne Bernstein, 61, was appointed to the Board of Directors in June 2002. Ms. Bernstein had previously been a
director of Axia Group, Inc. from 1999 through 2001. From 1988 to 1994, Ms. Bernstein was the Assistant Director of
Human Resources for the Love Stores, a chain of retail health and beauty stores. In this capacity, Ms. Bernstein was
responsible for hiring and training all employees and for preparing management and employee seminars. Prior to her
position with the Love Stores, Ms. Bernstein served as a Vice President for Leucadia National Corporation, a NYSE
traded company specializing in finance, insurance and manufacturing. In this capacity, Ms. Bernstein's primary
emphasis involved real estate management and sales activities.

No other person is expected to make a significant contribution to Nexia who is not identified in this prospectus as an
executive officer or director of Nexia.

All executive officers are appointed by the board and hold office until the board appoints their successors or they
resign.

22

Edgar Filing: NEXIA HOLDINGS INC - Form SB-2

29



Table of Contents

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information concerning the ownership of the Company's common stock as of
December 15, 2005, with respect to: (i) each person known to the Company to be the beneficial owner of more than
five percent of the Company's common stock; (ii) all directors; and (iii) directors and executive officers of the
Company as a group. The notes accompanying the information in the table below are necessary for a complete
understanding of the figures provided below. As of December 15, 2005, there were 3,539,945,834 shares of common
stock issued and outstanding.

TITLE OF
CLASS

NAME AND ADDRESS OF BENEFICIAL OWNER A M O U N T
&NATURE
OF BENEFICIAL
OWNERSHIP

PERCENT OF
CLASS

Preferred Series
"B" Stock
($0.001par value)

Richard Surber, President & Director
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

8,000,000 (3) 100%

Common Stock
($0.001 par value)

Richard Surber, President & Director
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

91,937 Direct
12,862 Indirect(1)

0.003%

Common Stock
($0.001 par value)

Gerald Einhorn, VP & Director
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

10,000 >0.001%

Common Stock
($0.001 par value)

Adrienne Bernstein, Director
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

    12,957 >0.001%

Common Stock
($0.001 par value)

Oasis International Hotel & Casino,
Inc.
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

     2,655(2) >0.001%

Common Stock
($0.001 par

value)

Hudson Consulting Group, Inc.
59 West 100 South, Second Floor
Salt Lake City, Utah 84101

      9,905(2) >0.001%

Common Stock
($0.001 par value)

Joseph Corso, Jr.
167 Zock Road
Cuddlebackville, NY 12719

     500,000,000 13.55%

Common Stock
( $ 0 . 0 0 1 )  p a r
Value

Directors and Executive Officers as a
Group

      127,756 0.003%
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(1) The shares owned by Hudson Consulting Group, Inc. and Oasis International Hotel & Casino, Inc., are attributed
beneficially to Richard D. Surber due to his position as an officer and director in each of the said corporations.

(2) Richard Surber may be deemed a beneficial owner of 12,862 shares of the Company's common stock by virtue of
his position as an officer and director of Hudson Consulting Group, Inc. (9,905 shares), and Oasis International Hotel
& Casino, Inc. (2,655 shares). Mr. Surber personally owns 91,037 shares.

(3) Series "B" has voting rights of 500 to 1 of the common stock, these shares give Mr. Surber 4,000,000,000 votes in
any shareholder vote and his personal vote of these shares may not always be exercised in the best interest of the
balance of the common stock shareholders.
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DESCRIPTION OF SECURITIES
Common Stock

As of December 15, 2005, the number of issued and outstanding shares of the Company's common stock was
3,539,945,834. The number of common stock shares authorized is 10,000,000,000. Effective as of November 1, 2004,
pursuant to shareholder consent, a reverse split of the Company's common stock was carried out on a 1 for 1,000 basis
which is reflected by the current number of shares issued and outstanding.

Shareholders: As of December 15, 2005, there were approximately 795 shareholders of record.

Dividends: The Company has not declared a cash dividend during the fiscal years ending December 31, 2003 and
2004.

Preferred Stock

The Company has 50,000,000 authorized shares of convertible preferred stock, portions of which are designated as
Classes A, B, and C.

As of December 15, 2005, the number of shares of Series A Convertible Preferred Stock issued and outstanding is
none. The Series A Convertible Preferred Shares have voting rights which equate to 100 shares of common stock for
every 1 Series A Preferred share and may be converted into $10 worth of common stock. A total of 10,000,000 shares
have been designated and authorized as Series A Preferred Shares of a total number of 50,000,000 authorized shares
of preferred stock.

On August 25, 2004, the Company filed with the Nevada Secretary of State a Certificate of Designation of the Rights
and Preferences of Preferred Stock of Nexia Holdings, Inc. This designation created 10,000,000 shares, par value
$0.001, of Series B Convertible Preferred Stock, out of the 50,000,000 authorized shares of preferred stock of the
Company. The Series B Preferred Stock holds voting rights equal to 500 shares of common stock for each share of the
Series B Preferred Stock issued. The shares do not have any conversion rights into common stock or any other class of
stock of the Company. The Company reported this event on Form 8-K filed on August 31, 2004.

On September 28, 2004 the Company authorized the issuance of 8,000,000 shares of Series B Convertible Preferred
Stock to the president of the Company, Richard Surber. The shares were issued as compensation for both his service
as president of the Company and for acting as a guarantor on real estate mortgages for subsidiaries of the Company.
The shares were issued in a private transfer exempt from registration under section 4(2) of the Securities Act of 1933.
This issuance was reported on a Form 8-K filing made on September 28, 2004. The Series B Preferred shares are
given the same voting rights as Common Shares on a five hundred-for-one (500 to 1) basis. The 8,000,000 shares held
by Mr. Surber give him voting right equal to 4,000,000,000 shares of common stock. 

On November 8, 2004, the Company filed with the Nevada Secretary of State a Certificate of Designation of the
Rights and Preferences of Preferred Stock of Nexia Holdings, Inc. designated as Series C Preferred Stock. The
designation of 5,000,000 shares of the 50,000,000 authorized as Series C Preferred Stock provides that the Series C
shares will hold conversion rights into shares of the common stock of the Company equal in value to $5.00 per share
and are subject to redemption by the Company upon a $5.00 cash payment. The Series C Preferred Shares hold no
voting rights. The Company reported this event on Form 8-K filed on November 10, 2004.
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On November 10, 2004 an agreement was entered into with Joseph Corso, Jr. to sell him 100,000 shares of its Series
C Preferred Stock in exchange for a cash payment of $50,000. These shares had not been registered for sale and the
exchange was handled as a private sale exempt from registration under section 4(2) of the Securities Act of 1933. The
Company reported this exchange on Form 8-K filed on November 12, 2004.

On August 25, 2005 the Company signed an agreement to issue 165,000 shares of Series C Preferred Stock to the then
existing shareholders of Axis Labs, Inc. in exchange for 100% of the issued and outstanding common stock of Axis
Labs, Inc. This agreement was later cancelled.

Dividends: The Company has not declared a cash dividend for the Series A Convertible Preferred Stock during the
fiscal year ended December 31, 2004. Rights to dividends are granted to the Series A Convertible Preferred Stock
equal to those of the Common Stock, when, as and if declared by the Directors of Nexia, to be paid in cash or in
common stock equal to market value at the election of the Company.

Conversion Rights: Conversion rights into shares of Common Stock are given to the Series A Convertible Preferred
Stock based upon that number of shares of the Company's Common Stock equal in market value to $10.00 at the time
of conversion.

INTEREST OF NAMED EXPERTS AND COUNSEL

No "Expert" or "Counsel" (as defined by Item 509 of Regulation S-B promulgated pursuant to the Securities Act of
1933) whose services were used in the preparation of this Form SB-2 was hired on a contingent basis or will receive a
direct or indirect interest in Nexia.

Legal Matters

The validity of the shares of common stock offered hereby have been passed upon for Nexia by Mr. Russell C.
Weigel, III, an attorney admitted in the District of Columbia, and the states of Florida and New York.

Experts

The financial statements of Nexia as of December 31, 2004, were audited by HJ & Associates, L.L.C. Certified Public
Accountants, as stated in their report appearing herein dated May 13, 2005.

On December 1, 2005, HJ & Associates, L.L.C. (the “Former Accountant”) resigned as the auditors for the Company.

On December 8, 2005, Bongiovanni & Associates, P.A. (the “New Accountant”) of 17111 Kenton Drive, Suite 204-B,
Cornelius, North Carolina 28031 was retained as the auditors for the Company.

Refer to the “CHANGES AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURES” section, on page 97 , for further discussion.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Company has entered into the following related party transactions:

Richard Surber has at various times been appointed to serve as an officer or director for some clients of Nexia. These
appointments have been disclosed to the disinterested members of the board and the approval of the board of directors
has been granted in each of these cases. As payment for services provided to these corporations, Surber has received
securities of those corporations, and these transactions have been disclosed to the board of directors in each case.

Mr. Surber is licensed to practice law in the State of California and occasionally represents corporate clients on
various corporate matters. Mr. Surber has disclosed the fact that he, on occasion, does act as counsel to several
companies for which he receives fees for the legal services provided.

On January 29, 2004 the Company, and/or its subsidiaries entered the following agreements to settle debts and
obligations with Axia Group, Inc., a related party of which Richard Surber, President of the Company, also served as
an officer and director:

·  Diversified Holdings I, Inc. accepted the assignment of certain rights to securities with a stated value of $50,000 due
in the settlement of Axia's litigation claim against America West Securities and Robert Kay.

·  Diversified Holdings, I, Inc. also accepted an assignment of Axia's rights (presently being litigated) against Kevin
Sheff for the recovery of 10,000 post-split shares of Axia Group, Inc.'s common stock.

·  As settlement of compensation due under a May 2, 2003 Consultant Agreement with Hudson Consulting Group,
Inc., Axia Group Inc. transferred 9,100,012 shares of Nexia common stock to Hudson.

·  Signed a full release and settlement of all claims against Axia Group, Inc. held by, Nexia Holdings, Inc., Wasatch
Capital, Inc., Hudson Consulting Group, Inc. and West Jordan Real Estate Holdings, Inc.

The end result of the agreements was to resolve and settle all claims against Axia Group, Inc. held by the named
entities, all subsidiaries of Nexia Holdings, Inc. Richard Surber, President of the Company, was formerly an officer
and director of Axia Group, Inc. The purpose of the above described transaction was to settle the various claims and
resolve the debts and obligations that existed between Axia and the Company and its subsidiaries.

On September 28, 2004 the Company authorized the issuance of 8,000,000 shares of Series B Convertible Preferred
Stock to the president of the Company, Richard Surber. The shares were issued as compensation for both his service
as president of the Company and for acting as a guarantor on real estate mortgages for subsidiaries of the Company.
The shares were issued in a private transfer exempt from registration under Section 4(2) of the Securities Act of 1933.
This issuance was reported on a Form 8-K filing made on September 28, 2004.

During 2002, the CEO and president of the Company, received 1,570,513 shares of Axia, a related party, as additional
collateral for the loans he personally guaranteed for the Company's subsidiary. Later in 2002, the Company refinanced
the loan and he kept the shares issued to him. The shares have been expensed as loan fees and were valued at $0.26
per share which was the trading price for Axia for a total value of $408,333 and is considered a payable to Axia. The
shares were later returned for cancellation.

In the first quarter of 2002, the Company entered into a Stock Purchase Agreement ("Agreement") with Axia Group,
Inc. ("Axia"), pursuant to which the Company issued to Axia 255,100,000 restricted shares of the Company's common
stock in exchange for essentially all of the assets and liabilities of Axia including a portfolio of securities, real estate
holdings and publicly reporting shell-companies. The shares issued to Axia equaled approximately 82% of the issued
and outstanding shares of the Company after the close of the transaction. Axia on December 10, 2002 spun-off those
255,100,000 shares of the Company's common stock to Axia's shareholders on a pro rata basis. This transaction was
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On November 2, 2005, the Company’s subsidiary, Diversified Holdings I, Inc. invested $100,000 in Landis, LLC in
exchange for a 20% interest in the LLC. Landis has opened an upscale hair salon located at the corner of 900 East and
1300 South in Salt Lake City, Utah. Richard Surber, president and director of the company holds a 60% ownership
interest in Landis LLC.

DESCRIPTION OF BUSINESS

This prospectus contains forward-looking statements which involve risks and uncertainties, including trends in the
real estate investment market, projected leasing and sales and future prospects. Actual results could differ materially
from those discussed in the forward-looking statements. Factors that might cause such a difference include, but are
not limited to, those discussed in "Risk Factors."

General

Nexia’s general area of business at the current time is the acquisition, management and selling of commercial real
estate properties in the greater Salt Lake City, Utah area.

Discontinued Operations

The Company, through its subsidiary, Hudson Consulting Group, Inc., formerly provided a variety of financial
consulting services to a wide range of clients. The Company in 2004 elected to discontinue those services by Hudson
and concentrate its efforts on the execution of the core of its business plan.

Overview of the Salt Lake City Real Estate Market

Our decision to invest in Salt Lake area properties was influenced by several factors, including the following: the
significant growth of retail sales in the city; increased interest in Salt Lake from specialty retailers; relatively low
vacancy rates for retail space in the area; estimated slowdowns in the rate of new retail space construction; and Utah
economic indicators pointing to above-average retail sales.

Significant Growth. According to the Mid-Year 2005 Market Review of Commerce CRG published by national real
estate broker Cushman & Wakefield, the Salt Lake City office market "posted particularly dramatic gains, with a ten
percent drop in overall vacancy since the end of last year and the highest levels of absorption seen since 2001." The
overall vacancy rate declined to 13.72% in July of 2005, a 10% drop from year-end figures. The likely closing of a
major office center in the central business district is expected to reduce available space by 33% and could provide
additional impetus for the construction of new projects. Salt Lake City has, during the recent past, attracted new
attention from national tenants seeking space in the area.

These reported trends have not, however, lead to increased occupancy in Class C office buildings or retail space which
would cover the holdings of Nexia at the present time, excluding a portion of the Wallace building that we own which
is Class A office space. Vacancies in such buildings have remained much higher as the higher class buildings have
completed tenant improvements to their space to attract new tenants, Class C vacancy rates were reported at 27.05%
for the first six months of 2005 compared to an overall vacancy rate of 15.04% for the central business district.
However, for retail space, lease rates for Class A space have reached record highs and may encourage new retailers to
move into Class B and C spaces with their lower lease rates.

All of the retail space in the Wallace/Bennett buildings owned by our subsidiary Wasatch Capital is currently leased.
A 2,500 square foot portion of a total of 7,000 square feet of the retail space in the buildings located at 1374 South
State Street is leased and the balance is unoccupied at this time. The balance of the Company’s holdings in the Salt
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Our Plan to Acquire and to Sell Commercial Properties

Our business plan is to buy more properties that we believe are undervalued compared to their cash flows and
estimated resale value. We plan to acquire sufficient inventory of commercial rental properties that revenues will
increase to provide for operating costs of all property held by the Company and allow for future sales and acquisitions
as opportunities are found or developed.

Our strategy is to identify properties with a favorable financing arrangement already in place, assume that financing,
and satisfy any new down-payment with a relatively nominal cash payment. We plan to lease primarily to commercial
tenants. We are prepared to make limited improvements to our properties so that we can increase occupancy, improve
cash flows, and enhance potential resale value. We do not plan to limit the geographical area in which we buy
properties; however, given our current financial condition, we will most likely seek properties in the Salt Lake City
area.

From time to time, we will sell our commercial properties when favorable market conditions enable us to do so. While
we are actively seeking tenants for all our properties, our real estate agents are also seeking buyers for those
properties. Our goal ultimately is to maximize profits and not necessarily to be landlords.

Employees

Nexia currently employees six people on a full time basis and from time to time hires outside contractors to perform
various services as required by the operations of the Company.

Reports to Security Holders

We are not required to deliver an annual report to security holders and do not plan to send a copy of the annual report
to them. If we choose to create an annual report, it will contain audited financial statements. We intend to file all
required information with the SEC. We plan to file with the SEC our Forms 10KSB, 10QSB and all other forms that
are or may become applicable to us.

The public may read and copy any materials filed with the SEC at the SEC's Public Reference Room at 100 F Street,
N.E., Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. We have filed all statements and forms with the SEC electronically, and they are
available for viewing or copy on the SEC's Internet site, that contains reports, proxy and information statements, and
other information regarding issuers that file electronically with the SEC. The Internet address for this site is
http://www.sec.gov.

MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the Financial Statements and accompanying notes and the other financial information appearing
elsewhere in this prospectus. Our fiscal year end is December 31.
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General

Our business plan for the next twelve months involves the continued operation of our office buildings in Salt Lake
City, Utah coupled with our ongoing attempts to locate and acquire additional commercial space in the greater Salt
Lake area and elsewhere and to locate suitable buyers for the properties as the circumstances may permit.

Results of Operations

Revenues

Year ended December 31, 2004. Gross revenues for the fiscal year December 31, 2004 and 2003 were $634,089 and
$787,585 respectively. The decrease in revenues is due in part to a decrease in rental revenues as a result of the
divestiture of Wichita Development Corporation and Salt Lake Development Corporation in July of 2003 which were
two of our operating real estate subsidiaries, and a decrease in financial consulting revenues.

Nine months ended September 30, 2005. Gross revenues for the three and nine month periods ended September 30,
2005, were $46,880 and $254,702 as compared to $185,647 and $489,091 for the same three and nine month periods
ended September 30, 2004. The reduction in three and nine month revenues of $138,767 and $234,389 respectively is
due to the reduction in revenue realized from the sale of real estate holdings and the ending of consulting revenue.

Expenses

Year ended December 31, 2004. General and administrative expenses for December 31, 2004 and 2003 were
$1,808,456 and $710,304, respectively. The increase in expenses is partially a result of the expenses incurred by the
Company from its use of stock and stock options as a form of compensation for its employees, consultants and
contractors and increases in the number of employees during the year, which have subsequently been reduced.

Nine months ended September 30, 2005. General and administrative expenses for the three and nine month periods
ended September 30, 2005, were $165,860 and $717,314 compared to $192,955 and $1,052,374 for the same periods
in 2004. The decreases in three and nine month expenses of $27,095, or 14%, and $335,060, or 31.8%, respectively
are due primarily to the continued reductions in staff and operating expenses for the Company during 2005 compared
to the comparable period in 2004.

 Depreciation and amortization expenses for the nine months ended September 30, 2005, was $93,145 compared to
$99,574 for same period in 2004. The decrease in the nine month expense of $6,429, or 6.5%, were the result of the
sale of the Glendale Plaza property in April of 2005.

Nexia expects expenses as a percent of revenues to remain constant or decrease through 2005 as Nexia steps up its
effort to streamline operations and eliminate non-performing assets as well as acquire additional properties and
decrease expenses through the elimination of its financial consulting operations.

29

Edgar Filing: NEXIA HOLDINGS INC - Form SB-2

39



Table of Contents

Income / Losses

Year ended December 31, 2004. Nexia recorded an operating loss of $3,493,029 at December 31, 2004, as compared
to an operating loss of $1,107,042 at December 31, 2003. Nexia recorded a net loss of $3,004,155 for December 31,
2004, compared to a net loss of $901,825 for December 31, 2003. Nexia's losses increased as a result of the reduced
level of financial consulting operations and losses incurred from the use of stock and stock options as compensation
for the majority of its employees.

Nine months ended September 30, 2005. Nexia recorded operating losses of $208,494 and $839,306 for the three and
nine month periods ended September 30, 2005, compared to losses of $390,041 and $1,798,694 for the comparable
periods in the year 2004. The decreases in three and nine month operating losses of $181,547, or 46.5%, and
$959,388, or 53.3%, respectively were the result of the reduction of general and administrative costs, reduction of
costs from discontinued consulting activities and limited losses resulting from worthless marketable securities in 2005
compared to 2004.

Nexia recorded net losses of $242,941 and $3,802 for the three and nine month periods ended September 30, 2005, as
compared to net losses of $301,576 and $1,450,812 for the comparable periods in 2004. The reduction in the amount
of net losses, reported above, is attributable primarily to the gain recognized on the sale of the Glendale shopping
center in the amount of $756,471 and income from settlement of litigation totaling $181,500. The Company also
recorded a decrease in expenses as a result of issuing fewer shares of common stock for services rendered by
employees and contractors during the first nine months of 2005.

Nexia may not operate at a profit through fiscal 2005. Since Nexia
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