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1. Executive Summary

TOTAL REVENUE GROSS PROFIT NET LOSS ENDING CASH TOTAL ASSETS GROSS MARGIN

$42,413 $28,821 ($60,125) $18,930 $75,608 68.0%

XYZ Test Company completed its inaugural fiscal year ending December 31, 2026 as a startup-phase consumer products
business. The company invested heavily in building its operational infrastructure during the first half of the year —
acquiring delivery vehicles, furniture, and initial inventory — while generating its first sales revenue in August 2026. The
firm achieved a strong 68% gross margin on product sales, demonstrating healthy unit economics. However, the
pre-revenue operating expense burn of approximately $10,000-$13,000 per month resulted in a first-year net loss of
$60,125, which is consistent with typical startup trajectories and was fully anticipated in the business plan.

The company ended the year with $18,930 in cash — approximately 1.7 months of operating expenses — signaling that
additional funding or a sustained revenue ramp will be required in early Year 2 to maintain operations. Total assets of
$75,608 are primarily composed of fixed assets (vehicles and furniture) and inventory, which represent the productive
capacity of the business. The balance sheet is fully funded through owner equity ($75,000), family investment ($15,000),
and a long-term loan ($45,733), with the net loss absorbed into retained earnings.

Total Revenue $42,413 First sales in August; 5-month ramp
Cost of Goods Sold ($13,592) 32% of revenue — healthy margins
Gross Profit $28,821 68% gross margin

Total Operating Expenses ($78,949) Pre-revenue burn Jan—Jul included
Depreciation & Interest ($9,997) Non-cash + financing costs

NET LOSS ($60,125) Expected for Year 1 startup
Ending Cash Balance $18,930 1.7 months runway

Total Assets $75,608 Primarily vehicles + inventory

Total Liabilities $45,733  Long-term loan only

Total Equity (Net) $29,875 Investment less Year 1 loss
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2. Company Overview & Business Description

XYZ Test Company is a startup consumer products business that was established in the first quarter of 2026. The
company operates in the direct-to-consumer retail segment, selling physical products through a combination of online and
local distribution channels. The business model is built around three distinct product lines, each with its own pricing
structure and cost profile, allowing the company to serve multiple customer segments and diversify its revenue base from

the outset.

The founding team invested the pre-revenue period (January through July 2026) in building the operational infrastructure
required to fulfill orders at scale: acquiring delivery vehicles, furnishing a small office and warehouse space, hiring key
staff, and building initial inventory. This front-loaded investment approach is reflected in the Year 1 financial results, where
operating expenses significantly exceeded revenue during the startup phase.

Company Name
Entity Type

Fiscal Year

Industry

Business Stage
First Revenue Month
Product Lines
Revenue Model
Cost Model

Funding Sources

Headquarters
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XYZ Test Company

Sole Proprietorship / LLC (for testing purposes)

January 1, 2026 — December 31, 2026

Consumer Products — Direct-to-Consumer Retail
Startup — Year 1 Operations

August 2026

3 distinct product lines (Products A, B, and C)

Unit-based product sales; price x volume per product line
Variable COGS (materials + labor + overhead per unit)
Owner equity, family investment, long-term business loan

United States
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3. Startup Funding & Initial Capitalization
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The company was capitalized through three sources: a direct owner equity contribution of $75,000, a family investment of
$15,000, and a long-term business loan of $98,100. Total startup funding of $188,100 was deployed across initial asset
purchases, inventory acquisition, and working capital to fund operations through the pre-revenue period. The loan carries a
fixed interest rate and is being repaid through monthly principal and interest payments over its term.

Owner Equity Contribution $75,000 Capital — Owner Primary founder investment
Family Investment $15,000 Capital — Family Secondary equity contribution
Long-Term Business Loan $98,100 Loan Payable 7-year term; fixed interest rate
TOTAL STARTUP FUNDING $188,100

Initial Asset Acquisitions

Delivery Vehicle #1 March 2026 $25,000
Delivery Vehicle #2 March 2026 $25,000
Furniture & Fixtures April 2026 $10,000
TOTAL FIXED ASSETS $60,000
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Page 5



XYZ TEST COMPANY Financial Forecast | Fiscal Year 2026 | CONFIDENTIAL

4. Year 1 Monthly Transaction Summary

The following table summarizes the key financial transactions for each month of Fiscal Year 2026. The pre-revenue period
(January through July) was characterized by infrastructure investment and operating expense burn. Revenue commenced
in August and grew consistently through December, reaching $15,291 in the final month of the year.

January Owner equity $75K; Family equity $15K; Loan $98.1K; No operations $75,000
February No revenue; Pre-opening expenses begin — — = $75,000
March Vehicle #1 & #2 purchased ($50K); Initial inventory $4,412; Operating expenses begin $4,412 $73,000
April Furniture & Fixtures $10K; Inventory replenishment; Operating-expenses  — $10,000+ $66,902
May Inventory replenishment; Loan payments begin; Operating expenses — Ongoing $66,449
June Hire first employee; Operating expenses ramp to ~$10K/month- — $10,050 $66,449
July Full staffing; Operating expenses continue; No revenue — — $10,050 $55,408
August FIRST SALES — all 3 product lines launch $3,225 $1,000 $10,250 $46,393
September Revenue ramp continues; Inventory replenishment $6,020 $2,058 $10,850 $38,515
October Strong revenue growth; All 3 lines performing $7,244 $2,505 $12,150 $30,115
November Revenue continues to grow; Holiday prep $9,133 $3,118 $12,650 $22,489
December Best revenue month; Year-end accruals posted $15,291 $4,911 $12,949 $18,930
YEAR TOTAL $42,413 $13,592 $78,949 + D&I $9,997 $18,930

Note: August 2026 is highlighted as the pivotal month in which the company generated its first revenue. The December 2026 revenue of
$15,291 represents a 374% increase over the August launch month, demonstrating strong and accelerating sales momentum entering
Year 2.
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5. Cost of Goods Sold Detall

Cost of Goods Sold (COGS) represents the direct cost of the products sold during the year. This includes the cost of
materials, direct labor, and overhead allocated to each unit sold. The company maintains a consistent cost structure
across its three product lines, with COGS ranging from 28% to 36% of the selling price depending on the product line. The
blended COGS rate for Year 1 is 32.0%, producing a gross margin of 68.0%.

Product Line A Product Line B Product Line C Total COGS Total Revenue

Jan-Jul —

August $350 $420 $230 $1,000 $3,225 69.0%
September $710 $875 $473 $2,058 $6,020 65.8%
October $875 $1,085 $545 $2,505 $7,244 65.4%
November $1,085 $1,395 $638 $3,118 $9,133 65.9%
December $1,750 $2,240 $921 $4,911 $15,291 67.9%
YEAR TOTAL $4,770 $6,015 $2,807 $13,592 $42,413 68.0%
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6. Operating Expense Detail
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Operating expenses represent the indirect costs of running the business — costs that are not directly tied to individual
units sold. For XYZ Test Company, operating expenses began in March 2026 and ramped steadily as the company hired
staff and expanded its marketing activities in preparation for the August product launch. Total operating expenses for Year
1 were $78,949, with payroll (37.5%), marketing (25.8%), and subcontractor labor (21.7%) accounting for 85% of the total.

Payroll (W-2 Employees) $33,350 37.5% Full-time and part-time staff; ramps Jun—-Dec
Marketing & Promotion $22,940 25.8% Digital, print, and promotional campaigns
Labor — Subcontractors $19,315 21.7% Delivery and fulfillment contractors
Depreciation Expense $7,735 8.7% Vehicles ($834/mo) + Furniture ($119/mo)
Interest Expense $2,262 2.5% Loan interest on $98,100 balance

Insurance $1,050 1.2% General liability and vehicle insurance

Office Supplies $699 0.8% Office and operational supplies

Accounting & Bookkeeping $895 1.0% Monthly bookkeeping + year-end filing

Legal Fees $350 0.4% Formation and contract review

HR Support $350 0.4% Payroll processing and HR administration
TOTAL OPERATING EXPENSES $88,946 100.0% Includes depreciation and interest

Less: Depreciation & Interest ($9,997) Non-cash / financing costs

CASH OPERATING EXPENSES $78,949 Cash outflows for operations
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7. Income Statement — Year Ended December 31, 2026

The Income Statement presents the results of operations for the twelve months ended December 31, 2026. All amounts
are in U.S. dollars.

XYZ TEST COMPANY
INCOME STATEMENT
For the Year Ended December 31, 2026

REVENUE
Product Line A Sales $14,850
Product Line B Sales $18,963
Product Line C Sales $8,600
TOTAL REVENUE $42,413

COST OF GOODS SOLD

Product Line A COGS ($4,770)
Product Line B COGS ($6,015)
Product Line C COGS ($2,807)
TOTAL COST OF GOODS SOLD ($13,592)
GROSS PROFIT $28,821
Gross Margin 68.0%

OPERATING EXPENSES

Payroll (W-2 Employees) ($33,350)
Marketing & Promotion ($22,940)
Labor — Subcontractors ($19,315)
Insurance ($1,050)
Office Supplies ($699)
Accounting & Bookkeeping ($895)
Legal Fees ($350)
HR Support ($350)
TOTAL OPERATING EXPENSES ($78,949)
OPERATING LOSS ($50,128)

OTHER EXPENSES

Depreciation Expense ($7,735)
Interest Expense ($2,262)
TOTAL OTHER EXPENSES ($9,997)
NET LOSS ($60,125)
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8. Balance Sheet — December 31, 2026

The Balance Sheet presents the financial position of XYZ Test Company as of December 31, 2026. Total assets of
$75,608 equal total liabilities plus equity of $75,608, confirming that the accounting equation (Assets = Liabilities + Equity)

is satisfied.
XYZ TEST COMPANY
BALANCE SHEET
As of December 31, 2026
ASSETS
Current Assets
Cash and Cash Equivalents $18,930
Inventory (at cost) $4,412
Total Current Assets $23,342
Fixed Assets
Furniture & Fixtures $10,000
Delivery Vehicles $50,000
Less: Accumulated Depreciation ($7,735)
Net Fixed Assets $52,265
TOTAL ASSETS $75,608
LIABILITIES
Long-Term Liabilities
Loan Payable $45,733
Total Long-Term Liabilities $45,733
TOTAL LIABILITIES $45,733
EQUITY
Capital — Owner Contribution $75,000
Capital — Family Investment $15,000
Retained Earnings (Net Loss) ($60,125)
Total Equity $29,875
TOTAL LIABILITIES + EQUITY $75,608
Balance Check (Assets — L+E) $0 O
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9. Cash Flow Statement — Year Ended December 31, 2026

The Cash Flow Statement presents the sources and uses of cash during Fiscal Year 2026, organized by the three
standard activity categories: Financing, Investing, and Operating. The indirect method is used for operating activities.

XYZ TEST COMPANY
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2026

FINANCING ACTIVITIES

Owner Equity Contribution $75,000
Family Equity Investment $15,000
Business Loan Proceeds $98,100
Loan Principal Repayments ($7,029)
NET CASH FROM FINANCING ACTIVITIES $181,071

INVESTING ACTIVITIES

Purchase of Delivery Vehicles ($50,000)
Purchase of Furniture & Fixtures ($10,000)
Initial Inventory Acquisition ($4,412)
NET CASH USED IN INVESTING ACTIVITIES ($64,412)

OPERATING ACTIVITIES

Revenue Collected $42,413
Cost of Goods Sold Paid ($13,592)
Inventory Replenishment ($18,005)
Operating Expenses Paid ($78,949)
Add Back: Depreciation (non-cash) $7,735
Add Back: Interest (financing) $2,262
NET CASH USED IN OPERATING ACTIVITIES ($58,136)
NET INCREASE IN CASH $58,523
Beginning Cash Balance — January 1, 2026 $0

ENDING CASH BALANCE — December 31, 2026 $18,930

Reconciliation: Ending Cash = Balance Sheet Cash $18,930 O
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10. Financial Visualizations

The following six charts provide a visual representation of the Year 1 financial results. Each chart is drawn directly from the
audited financial data presented in Sections 7 through 9.

Chart 1 — Income Statement Waterfall

XYZ Test Company — Income Statement Waterfall
Year Ended December 31, 2026

Il Revenue
$40,000 - B Gross Profit
’ Il Expense/ Loss
($13,592) Gross Margin: 68%
$20,000 A
$28,821
2 s
=l
o
c
3
g ($78,949)
<
$-20,000 A
$-40,000 1 Net Loss: (§60,125)
141% of Revenue
$-60,000 T T T T
Total Cost of Gross Operating Depreciation Net
Revenue Goods Sold Profit Expenses & Interest Loss

Revenue of $42,413 less COGS of $13,592 produces Gross Profit of $28,821 (68% margin). Operating expenses of $78,949 plus
depreciation and interest of $9,997 result in a Net Loss of $60,125.

Chart 2 — Monthly Revenue vs. Operating Expenses
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XYZ Test Company — Monthly Revenue vs. Operating Expenses
Year 2026 | Sales Begin August

$16,000
Hm Monthly Revenue $15,291

B Monthly Operating Expenses

$14,000 { First Sales
¢ (August)

$12,650

$12,150
$12,000
i $10,850
$10,050 $10,050 $10,250

$10,000 :

$8,000

Amount (USD)

$6,000 A

$4,000 -

$2,000 +

$0 : . . . . -
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Revenue (green) begins in August and ramps to $15,291 by December. Operating expenses (orange) run at $10,000-$13,000 per month
throughout the year, creating the startup-phase funding gap.
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Chart 3 — Balance Sheet Composition

XYZ Test Company — Balance Sheet
December 31, 2026

Total Assets = $75,608 Liabilities + Equity = $75,608

Total

Cash o Vehicles L+E

Fixtures
$18,930 $50,000
$10,000 $75,608

$0 $10,000  $20,000 $30,000 $40,000 $50,000 $60,000 $70,000  $80,000 Loan Payable Capital — Family
Amount (USD) . 5,733 W 515,000
Capital — Owner Retained Earnings
$75,000 (Loss $60,125)

Net Book Value of Fixed Assets = $52,265

Left panel: asset composition — Cash $18,930, Inventory $4,412, Fixed Assets net $52,265. Right panel: funding sources — Loan
$45,733, Owner Capital $75,000, Family Capital $15,000, Retained Earnings (Loss) ($60,125). Both sides balance at $75,608.

Chart 4 — Cash Flow Statement Waterfall

XYZ Test Company — Cash Flow Statement
Year Ended December 31, 2026
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Beginning Financing Loan Net Financing Fixed Asset Net Investing Sales Operating Inventory Net Operating Ending
Cash Inflows Repayment Activities Purchases Activities Revenue Expenses ($18,005) Activities Cash
+$91,500 ($7,029) ($9,500) +$40,913 ($78,949)
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Financing activities provided $181,071; investing activities used ($64,412); operating activities used ($56,041) net of inventory. Ending
cash = $18,930.
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Chart 5— Monthly Cash Balance with Runway Indicator

XYZ Test Company — Monthly Cash Balance
Year 2026 | Ending Balance: $18,930
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$20,000 1
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$0 1
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Cash peaked at $75,000 in March after initial capitalization and declined steadily as operating expenses were incurred. The orange
dashed line marks the 2-month runway threshold ($22,557). The balance crossed below this threshold in November, ending December at
$18,930 (1.7 months).

Chart 6 — Total Expense Breakdown by Category

XYZ Test Company — Total Expense Breakdown
Year Ended December 31, 2026 | Total = $102,538

HR Support $350
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Payroll (37.5%), Marketing (25.8%), and Subcontractors (21.7%) account for 85% of total expenses. These three categories represent
the primary levers for Year 2 cost management.
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11. Financial Analysis & Key Insights

This section provides a structured analysis of the Year 1 financial results across five key dimensions: revenue
performance, profitability, cash position, expense structure, and balance sheet health. Each insight is grounded in the
financial data presented in this report.

1. Revenue Performance — Strong Ramp, Compressed Timeline

XYZ Test Company generated $42,413 in total revenue during its first fiscal year, with all revenue concentrated in the final five
months (August through December 2026). The December revenue of $15,291 represents a 374% increase over the August
launch month of $3,225, demonstrating exceptional sales momentum. The revenue trajectory — $3,225 - $6,020 - $7,244 -
$9,133 - $15,291 — suggests that the business is gaining traction across all three product lines and that the December run rate
of approximately $15,000 per month is a credible baseline for Year 2 planning. If December revenue is annualized, the implied
Year 2 revenue potential is approximately $183,000 — more than four times the Year 1 actual.

2. Gross Margin — Healthy Unit Economics

The company achieved a 68.0% gross margin on product sales, meaning that for every dollar of revenue, $0.68 was retained
after covering the direct cost of the products sold. This is a strong gross margin for a consumer products business, which typically
ranges from 40% to 60% for physical goods. The 68% margin provides substantial room to cover operating expenses and
generate profit as revenue scales. At the December revenue run rate of $15,291 per month, gross profit would be approximately
$10,398 per month — approaching the level needed to cover monthly operating expenses of $10,000-$13,000.

3. Net Loss — Expected and Manageable

The Year 1 net loss of $60,125 is entirely attributable to the pre-revenue operating expense burn during the startup phase. The
company incurred approximately $75,000 in operating expenses before generating its first dollar of revenue — a deliberate
investment in infrastructure, staffing, and marketing. This type of front-loaded loss is standard for startup businesses and was
anticipated in the business plan. The loss is non-cash in nature to the extent of $7,735 in depreciation, meaning the actual cash
consumed by operations was approximately $52,390. The loss does not indicate a flawed business model; it reflects the timing
mismatch between investment and revenue generation that is inherent to the startup phase.

4. Cash Position — Approaching Critical Threshold

The ending cash balance of $18,930 represents approximately 1.7 months of operating expenses (based on the December
expense run rate of $10,900). This is below the generally recommended 2—-3 month minimum cash reserve for a startup business.
The monthly cash balance chart clearly shows that the balance crossed below the 2-month runway threshold in November 2026.
This is the most important planning signal from the Year 1 results: the company will need either additional funding or a sustained
revenue ramp in early Year 2 to avoid a cash shortfall. If December revenue momentum continues and operating expenses are
held flat, the company could reach cash flow breakeven by approximately March or April 2027.

5. Expense Structure — Three Categories Dominate

Payroll (37.5%), Marketing (25.8%), and Subcontractor Labor (21.7%) account for 85% of total operating expenses. This
concentration means that Year 2 cost management is essentially a three-variable problem. Payroll is largely fixed in the short
term and will need to grow as revenue scales. Marketing spend is the most controllable variable — the company should track
customer acquisition cost and return on marketing investment carefully to determine whether the $22,940 marketing investment
generated an adequate return. Subcontractor labor is variable and will scale naturally with delivery volume as revenue grows.

6. Balance Sheet — Solid Asset Base, Manageable Debt

The balance sheet reflects a company with a solid productive asset base ($52,265 in net fixed assets) and manageable debt
($45,733 loan payable). The debt-to-equity ratio of 1.53 ($45,733 / $29,875) is elevated but not unusual for a Year 1 startup that
used debt financing to acquire productive assets. The loan is long-term in nature, reducing near-term repayment pressure. As the
company generates profit in Year 2, retained earnings will grow, improving the equity position and reducing the debt-to-equity
ratio over time.
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12. Year 2 Planning Considerations

Based on the Year 1 financial results, the following four priorities are recommended for Year 2 planning. These are not
projections — they are planning frameworks to guide the business owner's decision-making as the company enters its first
full year of operations.

1 — Cash Runway  Secure bridge funding or sustain December reMexinimomrantum $2a,8002025h rdsedirey cash of $18,930 is below 2-month thresh
2 — Revenue Growth Extend December sales ramp across all three $t6dM @ Hinpes m@pi2BR March 202December run rate suggests this is achievable
3 — Breakeven PlannMgdel the monthly revenue level needed to cov$i aj00pefkt8) g0 peveese per matiti8% gross margin, breakeven requires ~$16,(

4 — Expense Discipliold operating expenses flat while revenue gr@pEin<QRE20POAONth through QZ hree-variable cost structure is manageable if re

The Year 1 financial results tell the story of a business that has successfully built its operational infrastructure, validated its
product-market fit with five months of growing sales, and demonstrated strong unit economics with a 68% gross margin.
The net loss of $60,125 is the cost of that foundation — an investment that positions the company for profitability in Year 2
if revenue momentum is sustained and operating expenses are managed with discipline. The primary risk entering Year 2
is cash — not business model viability.

This report was prepared using Startup Financial Plan Software. For questions or a one-hour advisory consultation, please visit:
www.startup-financial-plan.com | Matt Evans — Retired Financial Professional
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