The 26-Month Path to High-Margin Returns

Financial Strategy & Profitability Roadmap for The Fabric Store /
Target Date: February 2028 Capital Requirement: $419k Objective: Correcting unit economics Lo
(Operational Break-Even) Total Reserve to drive aggressive EBITDA growth
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Operational Break-Even requires a 26-month runway

Destination: & :
142% ROE $%&

Initial Capital Operational
Commitment Break-Even

Months 1-26: Funding

o - Operating Shortfalls

Success demands discipline. We are projecting 26 months of losses before the model turns. The destination
offers high EBITDA and owner distributions, but survival depends on a ‘war chest’ large enough to bridge the gap.
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Capital Reserves must sustain operations through April 2028

$100,000
Setup Capital
(Initial Capex)

Insight: A conservative ;
 sales ramp-up is modeled.

Runway Goal:

%4':3.3%?10 Cover all operating . The $419k reserve is the
E 5 ervg losses until profitability _ liteline that prevents early
stabilizes ' Insolvency while the

' customer base is built. ;'
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The Immediate Fix: Inverting the Cost Structure

Current Reality

Inventory Insolvency:
COGS > Revenue.

Target Gross Margin: 860%

= Negotiate volume tiers with -~ Audit cutting room scrap

textile mills

rates weekly (Waste
Reduction)

Target State

High-Margin Discipline:
Inventory Spend < Revenue.

= Account for landed costs
(freight, tariffs, duties) to find
true unit cost
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Monthly Fixed Costs set a $26.543 revenue floor

Revenue Break-even Target: $26,543

Before generating profit, we
must cover $4,700 in monthly
non-negotiables. We cannot
cut the lease mid-term; we
must justify the occupancy
cost through sales density.

Every dollar below $26,543 is
subsidized by the cash runway.

Commercial Lease: $3,500/mo
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Labor costs must not outpace productivity scaling

Efficiency Gap \ Retail Associates: Growing

from 15t0 25

i
i

Revenue per Employee

Total Headcount: Growing
from 30 FTEto 45 FTE

Headcount (FTE)

Strategy: Scheduling must
optimize for peak foot
traffic; avoid overstaffing
non-revenue generating time.

Year1 Year2 VYear3 VYear4 Year5
Years
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Pivot to Profit: The High-Margin Service Strategy

25%
Premium
Fabric

 Workshop Margin: ~80%
| . -
(Only 20% direct material cost)

S P A S ——

== o Target Mix: 20% Workshops,
25% Premium Fabric N

| T —1 - P T il e ]

e Strategy: We are moving away /
from low-margin commodity :
volume. Workshops absorb fixed
overhead faster than pure retail.

Commodity/Other gm//)
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From Traffic to Loyalty: The 600% Repeat Goal

New Customer Retention: '_
- 40% ReturnRate  pu

{ 600% 1

Buyers = If tboarding takes >14
days, churn risk rises.

Growth is powered by
returning customers.

Conversion -~
Target: +150% 1

Expert guidance and
workshops lock in the
second purchase.
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Maximizing Wallet Share via Average Order Value (AOV)

Revenueé
Densﬂyﬁ;

Volume

Units per Order

it Premium
Fabric Lift:

§2 200 - $2.500
#

Hitting the $26,543 monthly break-even demands high AOV. If unit
volume lags, foot traffic must impossibly spike to cover the lease.
Tactics include smart bundling and suggestive selling.
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The Payofl: EBITDA inflection in Year 4

Hockey Stick

Distributable Cash
(Above Salary)

el e e L L LT Mol T R

The lean years pave the
the way for substantial
returns. By Year 4, the
business becomes a
cash generator.

. Owner Base
. Salary: $75k

Year 1 Year 2 Year 3 Year 4 Year 5
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Vulnerabilities & Risk Mitigation

Axis 1
Fee Erosion

25%  Payment fees consume
A 25% of potential revenue.

Wholesale price jumps  Margin /= & \ Cost Directly reduces gross
threaten contribution margin  Impact £ & “o \ Impact profit needed for lease

_ .-:f"'ﬂ : N

R N
AXIs 2 Axis 3
Supplier Volatility Inventory Shrinkage

Mitigation Strategy: Multi-year supplier agreements and strict shrinkage audits
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The 7 Pillars of Strategic Success
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A High—Return Opportunity for Patient Capital

— ' I : o —? :'1"“-*:..?_}" i | / - T /

With $419k in reserves and strict adherence to the Sales Mix
shift, the Fabric Store model pivots from a capital-intensive
startup to a cash-generating asset by 2030.
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Current Status: Ready
for Capital Deployment
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