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Path to Profitability & Breakeven Analysis: July 2026
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Executive Summary: Bridging the Gap to July 2026

The current business model requires a specific capital injection to bridge the “Valley of Death” before achieving
breakeven in month seven. Success hinges on immediate margin correction and precise capital deployment.

Working Capital Peak

i,
$844,000

Feb 2026 Deficit
Vy

Initial CAPEX
i %
$82,500

Setup & Build-out
()

Breakeven Date

(Z

July 2026

Operational Turnaround
P

Critical Action

e
-20%

Correct Negative Margin

b

To sustain operations until positive cash flow, the business must secure $844,000 in working capital in addition to
initial CAPEX. Long-term viability hinges on optimising the product mix to fix current unit economics and increasing
visitor conversion to 2.70% by 2030.
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The Critical Flaw: Structural Inefficiency in Unit Economics

Unit Economics Analysis Current Reality: Growing Sales
Accelerates Losses.
Total Cost . .
o IO | The 120% Cost Trap
Negative §1.20 * Inventory costs are currently hitting 120% of
Margin : revenue.
$1.00 (-20%) Inventory .
Relenis Cost . Thl?:l business loses 20 cents on every dollar
sold.

» Variable costs are modelled at a high 185%

rate (including labour/spoilage).
Revenue Total Cost ( J poliage)

Takeaway: Before scaling traffic or marketing, we must restructure the cost base.

High volume does not fix negative profitability.
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Strategic Pillar 1: Optimising the Product Mix

High-Ticket Curated Gift Boxes Nostalgic Hard Candies
il 5
; Target ;
| AQOV: $3,500 i 5 | AOV: $400
Mix: 15% of Volume $2185 Mix: 25% of Volume
A Current Margin: Negative 20% A Current Cost: 120% of Revenue

(Requires Supplier Negotiation)

Subsidises volume drivers; must cover Volume driver acting as a loss leader.
minimum order quantities.
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Strategic Pillar 2: Capital Requirements & The ‘Valley of Death’

Capital Needs & Working Capital Analysis | :
A\ Key Insight
$926,500 .

$844,000 —s

Peak Cash Need: February 2026>
Ldlhpis [ )

Key Insight

The $82.5k setup is
minor compared to
the operational cash
burn.

Funding must be
secured by Q4 2025
to survive the runway
to July 2026.

$82,500
Other
$10k Stock
$40k Build-out

CAPEX (Setup) Working Capital Deficit Total Funding Need
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Strategic Pillar 3: Conversion & In-Store Execution

Target: Visitor-to-Buyer Conversion Growth 150% (2026) = 270% (2030)

|
?‘ High-Frequency Sampling Strategic POS Placement Automated Upsell
| Gourmet/International items Nostalgia items placed System prompt for S5 gift '
near entrance. Track conversion directly at counter. bundle. Impulse items
of sampled vs. non-sampled. displayed under $3.00.

Goal: Bridge the 12 percentage point gap in conversion efficiency over four years.
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Roadmap Phase 1: Validation & Economics (Gate-Check)

—

Mandatory Pass Criteria

| | Validate $3,500 monthly lease
against foot traffic.

| Verify target of 250-600 daily
visitors.

| Constraint: Align demographics
(Families vs. Young Adults). If
misalignment exists, lease is invalid.

Step 2 - Product Economics '

. | Confirm correction of 120% COGS
issue.

| Lock supplier terms for $3,500 gift
box margin.

| Ensure $10,000 initial inventory
covers premium SKU minimums.

A
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Roadmap Phase 2: Capital Deployment & Labour

Step 3 - CAPEX Execution |

Total CAPEX: $82,500 || Negotiate build-out costs.
‘;‘ @ e A 5% saving equals $2,000.
Rule: Firm quotes before spending.

$40,000 Build-out $10,000 Stock Other

Step 4 - Staffing Foundation

@ Scheduling must cover the 600-visitor |

[ & Store Manager ($55,000/year) J gﬁ:ll:]rgd?g nl:;?uk[; Budget for overtime

[9&% 15 FTE Retail Associates }

A Thin staffing risks service failure and

conversion drops. |
|
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Roadmap Phase 3: Demand Forecasting & Stress Testing

- TG ¥omine Bange Can we cover $3,500 rent
on a Low Traffic (Monday)?

i - 140 Sales
Avg Transaction Needed.
Value ($25)

@ Requires exceptionally high
conversion on slow days.

s Mon Tue Wed Thu Fri Sat Sun
— Days of Week

Marketing budget must be calibrated to pull these specific volumes through the door.
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Roadmap Phase 4: Fmancnal Control & Systems

\

Step 6 - Breakeven Timeline Step 7 - System Implementation |

&3 Transactions

July 2026 ] r:- ¢ ) Data Storage *

r

—
POS System ool ﬁgggﬁ{ﬁfgf p l
I—: Hardware: Install POS ($3,000) for Day 1 data. |
; A Critical Tracking: Monitor variable costs *
Target Breakeven Date. (labour/spoilage) modeled at 185%. l;'

3 - Reportlng Protocol: Focus on daily gross
(), 12-month capital runway recommended @ margin, not just revenue. Translate raw

&= to mitigate slow revenue ramp. > transactions into insights immediately.
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Long-Term Vision: Retention & Lifetime Value (LTV)

W, Loyalty Tiers . .
Ve (Reward 5th purchase) Target: Repeat customers =
» Drive habit formation 4 5 0 0/
through incentives. o
'J \ of new acquisition by 2030.
A @ Frequency Goal:
Re-engagement Dlscovery Box
(Lapsed >45 Days)K\ \/// Subscription 1 0 —> 1 5 |
*R

Automated win-back ecurring revenue stream,
—— campaigns, targeted offers. introduces new products.

orders per month. l‘ |

~4 Cost Control: Keep loyalty programme cost below 5% of AQV.
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Risk Assessment & Mitigation Strategies

A\ Risk

Funding Timing

YA¢ Impact

Missing the February
- 2026 peak deficit window.
| |

|
e

“Secure full $844k

Mitigation

commitment by Q4 2025.

Staff Onboarding ‘ Onboarding taking 14+

days increases churn.

Manager hired early to

before launch.

vet and train cohort

Margin Slippage

Variable costs exceeding
- 185% model.

Granular POS tracking
from Day 1.
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Conclusion: The Path Forward

| -

ml|

By strictly adhering to the 7-step roadmap, the business can navigate

the initial cash burn and achieve profitability by July 2026.

Immediate Next Steps
f—ff Capital: 42> Economics: 7 Real Estate:
Secure the $844,000 Renegotiate supplier Execute lease for
working capital facility. terms to fix the 120% high-traffic location
inventory cost ratio. ($3,500/month).

I’ b

| > Capital Injection Sustainable Profitability: 2026 & Beyond
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