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7625 Hamilton Park Drive, Suite 12

Chattanooga, Tennessee 37421

(423) 296-8213

(Name, Address, and Telephone Number of Agent for Service)

--------------

Copies of Communications to:

Frank M. Williams

Miller & Martin PLLC

Suite 1000 Volunteer Building

832 Georgia Avenue

Chattanooga, Tennessee 37402-2289

--------------

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:  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 of
1933 (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 this form is a post-effective amendment filed pursuant to Rule 462(d) 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, please check the following box. [  ]
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If any of the securities being registered on this form are being offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, please check the following box. [ X ]

The Registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
registration statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.

Subject to completion, April 28, 2006

PROSPECTUS

NEXT, INC.

OFFERING UP TO 3,565,000 Shares of Common Stock

This Prospectus relates to the registration of up to 3,565,000 shares of common stock of the Company. Of these
shares, 2,300,000 have been issued pursuant to a Securities Purchase Agreement dated January 24, 2005 and
1,150,000 may be issued pursuant to warrants dated January 25, 2005 as follows: (i) Bonanza Master Fund, Ltd.
purchased from the Company 2,000,000 shares of common stock and a warrant to purchase 1,000,000 shares of
common stock; (ii) MidSouth Investor Fund, L.P. purchased from the Company 250,000 shares of common stock and
a warrant to purchase 125,000 shares of common stock; and (iii) Itasca Capital Partners LLC purchased from the
Company 50,000 shares of common stock and a warrant to purchase 25,000 shares of common stock. In connection
with this transaction the Company also issued a warrant to purchase 115,000 shares of common stock to Dougherty &
Company, LLC. The shares offered under this Prospectus were issued by the Company in private transactions.

There is no minimum number of shares that must be sold in this offering. Information regarding the selling
stockholders and the manner in which they may offer and sell the shares under this Prospectus is provided under the
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heading "Plan of Distribution" commencing on page four. Although the Company has received the proceeds from the
sale of the common stock and the warrants and may receive further proceeds from the exercise of the warrants, it will
not receive any of the proceeds from sales of the common stock by the selling stockholders under this Prospectus. To
the knowledge of the Company, the selling stockholders have not made any arrangements with any brokerage firm,
underwriter or agent for the sale of the shares of common stock.

The common stock is quoted on the OTC Bulletin Board (�OTCBB�) under the symbol NXTI.OB but it is not listed on
a national securities exchange. On April 27, 2006 the last reported sale price of the common stock was $0.59 per
share.

Investing in the common stock involves a high degree of risk which is described in the "Risk Factors" beginning on
page two of this Prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this Prospectus. Any representation to the contrary is a
criminal offense.

The information in this Prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. The Prospectus is not an offer
to sell these securities and it is not a solicitation of an offer to buy these securities in any state where the offer or sale
is not permitted.

The date of this Prospectus is ________, 2006.

Edgar Filing: NEXT INC/TN - Form SB-2/A

4



TABLE OF CONTENTS

PROSPECTUS SUMMARY 4
RISK FACTORS 5
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 5
USE OF PROCEEDS 7
DETERMINATION OF OFFERING PRICE 7
DIVIDEND POLICY 7
SELLING SECURITY HOLDERS 8
PLAN OF DISTRIBUTION 8
LEGAL PROCEEDINGS 9
DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 10
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

11
DESCRIPTION OF SECURITIES 12
INTEREST OF NAMES EXPERTS AND COUNSEL 12
DISCLOSURE OF COMMISSION�S POSITION ON INDEMNIFICATION FOR
SECURITIES ACT LIABILITIES

12
DESCRIPTION OF BUSINESS 13
DESCRIPTION OF PROPERTY 19
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 19
MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS 20
EXECUTIVE COMPENSATION 20
CAPITALIZATION 22
MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

22
FINANCIAL STATEMENTS 31

Edgar Filing: NEXT INC/TN - Form SB-2/A

5



Edgar Filing: NEXT INC/TN - Form SB-2/A

6



PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this Prospectus.  It may not contain all of the
information you should consider before investing in the Company�s common stock.  You should carefully consider all
information contained in this Prospectus and particularly the section on Risk Factors set forth below before investing
in the shares of common stock offered under this Prospectus.

The Company Next, Inc., a Delaware corporation (the �Company�)
formed in 1989, is a creative and innovative sales and
marketing organization that designs, develops,
markets and distributes licensed and branded
promotional products and imprinted sportswear
primarily through key licensing agreements and the
Company�s own proprietary designs.  The Company�s
fiscal year ends on the Friday closest to November
30.  The Company�s principal executive offices are
located at 7625 Hamilton Park Drive, Suite 12,
Chattanooga, Tennessee 37421.  The Company�s
telephone number is (423) 296-8213.  The common
stock is quoted on the OTCBB but it is not listed on a
national securities exchange.  Because the common
stock is not listed for trading on any national
securities exchange there may be a limited market for
the Company�s shares.  The trading symbol is
NXTI.OB.  

The Offering Up to 3,565,000 shares of common stock, par value
$0.001 may be sold by the selling stockholders from
time to time at prevailing market prices or in
privately negotiated transactions.  Of these shares,
2,300,000 have been issued pursuant to a Securities
Purchase Agreement dated January 24, 2005 and
1,265,000 may be issued pursuant to warrants dated
January 25, 2005.

Selling Stockholders Bonanza Master Fund, Ltd., MidSouth Investor Fund,
L.P., Itasca Capital Partners LLC and Dougherty &
Company, LLC.
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Proceeds to the Company Although the Company will receive no proceeds from
sales of common stock by the selling stockholders,
the Company received $2,990,000 in the aggregate
for sales of the shares of common stock and warrants
to the selling stockholders, or $2,691,000 net of
associated fees, and may receive up to $2,213,750 if
the selling stockholders exercise all their warrants.  
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RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the following risk
factors, other information included in this prospectus and information in our periodic reports filed with the SEC. If
any of the following developments described as risks actually occur, our business, financial condition or results of
operations could be materially and adversely affected and you may lose some or all of your investment.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that involve risks and uncertainties. We generally use words
such as "believe," "may," "could," "will," "intend," "expect," "anticipate," "plan," and similar expressions to identify
forward-looking statements. You should not place undue reliance on these forward-looking statements. Our actual
results could differ materially from those anticipated in the forward-looking statements for many reasons, including
the risks described below and elsewhere in this report. Although we believe the expectations reflected in the
forward-looking statements are reasonable, they relate only to events as of the date on which the statements are made,
and our future results, levels of activity, performance or achievements may not meet these expectations. We do not
intend to update any of the forward-looking statements after the date of this document to conform these statements to
actual results or to changes in our expectations, except as required by law.

Risks Related To Our Business. In addition to the other information contained in this report, including risks and
uncertainties described elsewhere, the following risk factors should be considered in evaluating the Company. The
risks and uncertainties described below or elsewhere in this report are not the only ones the Company faces.
Additional risks and uncertainties not presently known to the Company or that the Company currently deems
immaterial also may impair the Company's business and operations. If any of the risks described below or elsewhere
in this report materialize, the Company's business, financial condition, operating results and cash flows could be
materially affected. Stockholders or investors considering the purchase of shares of the Company's common stock
should carefully consider the following risk factors, in addition to the other information contained in this report.

You should not rely on the Company's past results to predict its future performance because its operating results
fluctuate due to factors which are difficult to forecast and often out of the Company's control. The Company's past
revenues and other operating results may not be accurate indicators of the Company's future performance. The factors
that may contribute to these fluctuations include: fluctuations in aggregate capital spending, cyclicality and other
economic conditions in one or more markets in which we sell our products; changes or reductions in demand in the
markets we serve; a change in market acceptance of the Company's products or a shift in demand for the Company's
products; new product introductions by the Company or by the Company's competitors; changes in product mix and
pricing by the Company, its suppliers or its competitors; pricing and related availability of raw materials for the
Company's products; the Company's failure to manufacture a sufficient volume of products in a timely and cost
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-effective manner; the Company's failure to anticipate changing product requirements of its customers; changes in the
mix of sales by distribution channels; exchange rate fluctuations; and extraordinary events such as litigation or
acquisitions.

Loss of Licenses. A substantial portion of the Company's revenue is derived from its licensing program and Company
owned brands. The Company is a party to numerous licensing agreements to utilize "branded" logos for its products.
Licenses from colleges and universities comprise the greatest segment of the Company's licenses and these licenses
are grouped into master licenses. All of these master license arrangements have a duration of one to three years and
may not contain automatic renewal options. Although the Company has had no difficulty renewing these license
arrangements in the past and obtaining new licenses, there can be no assurance that the Company will be able to do so
in the future. The loss of any one group of licenses or any master license may have a material adverse effect on the
Company's financial conditions and results of operations.

Competition. The principal competitive factors affecting the market for the Company's products include product
functionality, performance, quality, reliability, delivery, price, compatibility and conformance with customer and
licensor standards. Several of the Company's existing and potential competitors are larger than the Company and may
have substantially greater financial, sourcing and other resources than does the Company. In addition, the Company
may in the future face competition from new entrants in its markets and there can be no assurance that these
competitors will not offer better price points for competitive products or offer better terms to the Company's
customers than those offered by the Company to obtain greater market share or cause the Company to lower prices for
its products, any of which could harm the Company's business.

Dependence Upon Key Personnel. The Company depends to a significant degree on the continued contribution of
key executive management and key operations and sales management. The loss of the services of one or more key
executives could have a material adverse effect on the Company. The Company's success also depends on its ability to
attract and retain additional highly qualified management personnel to meet the needs of future expansion.
Competition for these individuals is intense and they are often subject to offers from competing employers, some of
whom may be better able to offer more lucrative compensation incentives than those offered by the Company.
Although most of the Company's key employees have been with the Company for an extended period of time, there
can be no assurance that the Company will be able to retain its key employees, or that it will be able to attract or retain
additional skilled personnel as needed. The Company's key executive management, senior operational, finance and
sales management personnel have entered into written employment contracts with the Company.

Dependence On Non-U.S. Suppliers. The Company sources a significant amount of its products from international
suppliers. Relationships with foreign suppliers present a greater risk of disruption due to political and economic
instability than relationships with domestic suppliers. Although the majority of the products used by the Company are
available from multiple sources both domestically and internationally, any disruption in availability of products and
services from these foreign suppliers could lead to increases in the Company's product costs. The Company believes it
can locate alternative products from several supplier sources to obtain the quality and delivery standards if a
disruption in international sources should occur.
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Dependence Upon Key Customers. Historically, the Company's customer base has been comprised primarily of
national and regional mass merchandise and specialty retailers. During the past three years the Company has made a
concerted effort to expand its customer base. The acquisition of CMJ Ventures, Inc., which sells to over five hundred
specialty retailers, and the introduction of major product lines and distribution channels, such as the Motor Sports
Division, which sells to a dealer network of approximately 9,000 auto dealers are two components of this expansion.
The acquisition of Lil' Fan, Inc ("Lil' Fan") also expanded the Company's customer base with the addition of a full line
of design and merchandising primarily focusing on children's licensed college and motor sports products. Lil' Fan
customers are complementary to the Company and do not overlap with existing customers. The acquisition of Choice
International, Inc further expands the customer base into a private label distribution network. Additionally, the
acquisition of S-2-S Acquisition Corporation gave the Company access to a new customer who is a large national
retailer.  As a result of this effort, the Company has developed a large, diverse, and distinguished customer base of
traditional retailers, ranging from national and large regional chains to specialty retailers, corporate accounts, college
book stores, motor sports, souvenir, golf and gift shops. If the Company is unable to sustain this expansion of its
customer base, or if it is unable to maintain its customer base it could have a negative impact on its financial condition
and results of operations.

Possible Need For Additional Financing/Capital. The Company is highly leveraged. Based upon the Company's
current level of operations and anticipated growth, the Company believes that cash flows from operations, together
with its working capital facility, will be sufficient to enable the Company to satisfy anticipated cash flow requirements
for operating, investment and financing activities, including debt service. However, with the Company's expected
expansion and additional acquisitions, the Company could be required to obtain additional financing and/or capital, by
private placement or in the public markets, to satisfy its requirements. There can be no assurance that such alternatives
would be available to the Company at all or on terms reasonably acceptable to the board of directors. If we cannot
obtain adequate funds on acceptable terms or at all, we may not be able to take advantage of market opportunities,
develop or enhance new products, pursue acquisitions that would complement our existing product offerings, execute
our business plan or otherwise respond to competitive pressures or unanticipated requirements.

Limited Trading Market For Common Stock. The Company's common stock is quoted on the National Association
of Securities Dealers' OTC Bulletin Board. There may be a limited trading market for the common stock.

Volatility Of Common Stock's Market Price. The market price of the common stock is more volatile than the price
of common stock of more established companies, because of the limited number of shareholders and the low volume
of trading. In addition, the price is subject to a variety of factors, including the business environment; the operating
results of companies in the industries we serve; future announcements concerning the Company's business or that of
its competitors or customers; the introduction of new products or changes in product pricing policies by the Company
or its competitors; litigation matters; changes in analysts' earnings statements; developments in the financial markets;
quarterly operating results; and perceived dilution from stock issuances for acquisitions and other transactions.
Furthermore, stock prices for many companies fluctuate for reasons that may be unrelated to their operating results.
Those fluctuations and general economic, political and market conditions, such as recessions, terrorist actions or other
military actions, or international currency fluctuations, as well as public perception of equity values of publicly traded
companies may adversely affect the market price of our common stock.
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Additional Shares. The Board of Directors has the authority to issue, without further action by the stockholders, up
10,000,000 additional shares of preferred stock in one or more series and to fix the price, rights, preferences,
privileges and restrictions thereof, including dividend rights, dividend rates, conversion rights, voting rights, terms of
redemption, redemption prices, liquidation preferences and the number of shares constituting a series or the
designation of such series. The Company has previously issued 1,750 shares of Series A Preferred Stock which have
all been converted to common stock. The issuance of preferred stock, while providing desirable flexibility in
connection with possible acquisitions and other corporate purposes, could have the effect of delaying, deferring or
preventing a change in control of the Company without further action by the stockholders and may adversely affect
the market price of, and the voting and other rights of, the holders of common stock.

USE OF PROCEEDS

All net proceeds from the sale of the common stock covered by this Prospectus will go to the selling stockholders. The
Company will not receive any proceeds from the sale of the common stock in this offering.  The Company did,
however, receive proceeds from the sale of the common stock and the warrants to selling stockholders and may
receive proceeds from the exercise of the warrants by the selling stockholders. If all of the warrants were exercised
with cash, the Company would receive proceeds of $2,213,750. These proceeds would be used for general corporate
purposes, including working capital and potential acquisitions.

DETERMINATION OF OFFERING PRICE

The selling stockholders may sell shares from time to time in negotiated transactions, brokers� transactions or a
combination of such methods at market prices prevailing at the time of the sale or at negotiated prices.

DIVIDEND POLICY

It is the Company's present policy not to pay cash dividends on its shares of common stock and to retain future
earnings for use in the operations of the business and to fund future growth. Additionally, bank covenants prohibit us
from paying cash dividends on our common stock. Any payment of cash dividends on our common stock in the future
will be dependent upon the amount of funds legally available, earnings, financial condition, capital requirements and
other factors that the Board of Directors may think are relevant. The Company does not anticipate paying any
dividends on the common stock in the foreseeable future. The Company is obligated to pay certain dividends on its
issued and outstanding shares of Series A Convertible Preferred Stock. Such dividends may be paid in cash or by the
issuance of shares of common stock or Series A Convertible Preferred Stock.
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SELLING SECURITY HOLDERS

The table below sets forth ownership information regarding the selling stockholders.  For purposes of calculating the
percentage of common stock outstanding, any securities not outstanding which are subject to options, warrants or
conversion privileges are deemed outstanding for the purposes of computing the percentage of outstanding securities
owned by the selling stockholders.  Unless otherwise indicated, the selling stockholders have the sole power to direct
the voting and investment over the shares owned by them.

Equity Group

Number of

Shares

Owned

Prior to

Offering (1)

Percent

Owned

Prior to

Offering (1)

Number of

Shares Being

Offered (1)

Number of

Shares

Owned

After

Offering (1)

Percent

Owned

After

Offering (1)

Bonanza Master Fund, Ltd. 3,000,000 15.4 % 3,000,000 0 0

MidSouth Investor Fund, L.P. 375,000 1.9  % 375,000 0 0

Itasca Capital Partners LLC 75,000 * 75,000 0 0

Dougherty & Company, LLC 115,000 * 115,000 0 0
_________________

*

Less than one percent.

(1)

Based on shares outstanding as of April 27, 2006.  Assumes that all the warrants are exercised in full and all shares of
common stock held and to be held by the selling stockholders being offered under this Prospectus are sold, and that
none of the selling stockholders acquire any additional shares of common stock before the completion of this offering.
 The Company�s registration of the shares of common stock does not necessarily mean that any one of the selling
stockholders will sell all or any of the shares.
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This prospectus also covers any additional shares of common stock that become issuable in connection with the shares
being registered by reason of any stock dividend, stock split, recapitalization or other similar transaction effected
without the receipt of consideration which results in an increase in the number of our outstanding shares of common
stock.  

PLAN OF DISTRIBUTION

The selling stockholders listed in the table above under �Selling Security Holders� (the �Selling Stockholders�) and any of
their pledgees, assignees and successors-in-interest may, from time to time, sell any or all of their shares of common
stock on any stock exchange, market or trading facility on which the shares are traded or in private transactions.
 These sales may be at fixed or negotiated prices.  The Selling Stockholders may use any one or more of the following
methods when selling shares:

·

ordinary brokerage transactions and transactions in which the broker dealer solicits purchasers;

·

block trades in which the broker dealer will attempt to sell the shares as agent but may position and resell a portion of
the block as principal to facilitate the transaction;

·

purchases by a broker dealer as principal and resale by the broker dealer for its account;

·

an exchange distribution in accordance with the rules of the applicable exchange;

·

privately negotiated transactions;

·

settlement of short sales entered into after the date of this prospectus;

·

agreements with broker dealers to sell a specified number of such shares at a stipulated price per share;

·

a combination of any such methods of sale;
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·

the writing or settlement of options or other hedging transactions, whether through an options exchange or otherwise;
or

·

any other method permitted pursuant to applicable law.

The Selling Stockholders may also sell shares under Rule 144 under the Securities Act of 1933, as amended (the
�Securities Act�), if available, rather than under this prospectus.

Broker-dealers engaged by the Selling Stockholders may arrange for other brokers-dealers to participate in sales.
 Broker-dealers may receive commissions or discounts from the Selling Stockholders (or, if any broker dealer acts as
agent for the purchaser of shares, from the purchaser) in amounts to be negotiated, but, except as set forth in a
supplement to this Prospectus, in the case of an agency transaction not in excess of a customary brokerage
commission in compliance with NASDR Rule 2440; and in the case of a principal transaction a markup or markdown
in compliance with NASDR IM-2440.  

In connection with the sale of the Common Stock or interests therein, the Selling Stockholders may enter into hedging
transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of the
Common Stock in the course of hedging the positions they assume.  The Selling Stockholders may also sell shares of
the Common Stock short and deliver these securities to close out their short positions, or loan or pledge the Common
Stock to broker-dealers that in turn may sell these securities.  The Selling Stockholders may also enter into option or
other transactions with broker-dealers or other financial institutions or the creation of one or more derivative securities
which require the delivery to such broker-dealer or other financial institution of shares offered by this prospectus,
which shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented
or amended to reflect such transaction).

The Selling Stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed to be
�underwriters� within the meaning of the Securities Act in connection with such sales.  In such event, any commissions
received by such broker-dealers or agents and any profit on the resale of the shares purchased by them may be deemed
to be underwriting commissions or discounts under the Securities Act.  Each Selling Stockholder has informed the
Company that it does not have any written or oral agreement or understanding, directly or indirectly, with any person
to distribute the Common Stock. In no event shall any broker-dealer receive fees, commissions and markups which, in
the aggregate, would exceed eight percent (8%).

The Company is required to pay certain fees and expenses incurred by the Company incident to the registration of the
shares.  The Company has agreed to indemnify the Selling Stockholders against certain losses, claims, damages and
liabilities, including liabilities under the Securities Act.  
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Because Selling Stockholders may be deemed to be �underwriters� within the meaning of the Securities Act, they will
be subject to the prospectus delivery requirements of the Securities Act.  In addition, any securities covered by this
prospectus which qualify for sale pursuant to Rule 144 under the Securities Act may be sold under Rule 144 rather
than under this prospectus.  Each Selling Stockholder has advised us that they have not entered into any written or oral
agreements, understandings or arrangements with any underwriter or broker-dealer regarding the sale of the resale
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