Strategic Financial Levers for
Furniture Store Profitability

The Tur.nﬁfaro'und Playbook
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Executive Summary: The Turnaround Architecture

Pillar 1 Pillar 2
Year 3 Profitability Target The Break-Even Runway

- Target: 15-20% Operating « Target: Accelerate the

Margin. 14-month break-even date.
- Path: Disciplined cost control « Path: Lift new customer
and targeted sales growth. conversion from 45% to 62%.
Pillar 3 Pillar 4
AOQOV Engineering Labor Alignment
- Target: $950 Average Order » Target: Maximize Weekend
Value. Peak Conversion.
- Path: Shift sales mix to offset « Path: Align staffing to the 2x
high fixed costs. peak-to-trough traffic ratio.
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The Baseline The Overhang

55% Gross Margin is $23,916 in fixed overhead

fundamentally healthy. is carried every month
before a single piece of

Variable costs consume | furniture is sold.

15%, leaving a solid 40% ] Monthly Fixed

Contribution Margin. ) ol

Projected $106,000
Year 1 EBITDA Loss

The Math: Covering fixed costs alone requires ~34 orders per month /
at the baseline $1,800 AOV metric.
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The Break-Even Math: Visualizing the Volume Gap

Current Trajectory: 15
sales per day (450/month)

yields roughly $810,000 in
revenue.

$810,000

Gross Profit: At 55%

margin, gross profit
reaches $445,500.

$445,500

Fixed Costs: $23,916

monthly scales to

$287,000 annually.

$287,000

$158,500

The Gap: The remaining
$158,500 must cover all
other operating expenses.
This volume should be

adequate, indicating our
model is aggressively leaking
profit in operations.
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The Ultimate North Star Lever' Showroom Conversion

The Mandate

Boosting new customer
conversion from 45% to 62%
is the fastest path to cash
flow stability.

5% 62%

February 2027 Target —_—

14-Month Runway to Break-Even

The Impact

Takeaway

» Directly impacts monthly gross profit targets
without requiring more foot traffic.

» Reduces visitor volume needs.

+ Dramatically shortens the 14-month runway
required to hit profitability (target: February 2027).

Focusing on conversion
systematically beats chasing .
marginal AOV increases. ¥/
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The Traffic vs. Staffing Mismatch

95 visitors/day Peak Volume: Projected 2026
Saturday traffic hits 95
visitors/day.

Trough Volume: Wednesda
traffic drops to 42 visitors/day.

The Inefficiency: A 2x peak-
to-trough ratio exists, yet floor
coverage often remains
uniform.

42 visitors/day

The Mandate: Labor
deployment must match this
variance. Schedule double
double the staff for Saturdays
to maximize sales

associate efficiency and capture
peak conversion opportunities.

Wednesday Saturday
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Lever 1: Lift Showroom Conversion to 55%

©

The Goal (Math)

Current: 45% Conversion
(60 daily visitors).

Target: 55% Conversion.

Baseline AOV: S912.

The Lever (Action)

Track daily visitor-to-sale rates
weekly.

Standardize top-performing
consultative selling methods.

Shorten new hire ramp time
(churn risk rises if onboarding
exceeds 14 days).

Intervene if sales cycle extends
past 10 days.

The Impact (Revenue)

Yields 6 extra sales daily.

Generates an incremental
$16,400 in monthly gross
revenue.

Flows almost entirely to
contribution margin
(associate costs are already
fixed).
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Lever 2: Engineer the Sales Mix to a $950 AOV

The Goal (Math) The Lever (Action) The Impact (Revenue)
e Baseline AOV: $911.88. e Shift volume from Home e +538.12 per order across 87
e Target AOV: $950.00. Office (Average Unit Price: monthly orders.
e Monthly Orders: 87. $520) to Dining Room e Yields an extra $3,316 in
Furniture (AUP: $920). revenue monthly purely
e Train associates to actively from strategic placement
guide customers to higher- and better selling, avoiding

priced collections first. costly traffic acquisition.
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Lever 5: Test Targeted Price Increases
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The Goal (Math)

e Test a 5% price increase
exclusively on high-demand
items.

 Overall weighted AUP sits at
$75,990.

The Lever (Action)

» Apply the 5% test to Dining
Room Furniture (currently $920
AUP).

« Monitor conversion rates and
customer feedback closely to
prevent churn.

The Impact (Revenue)

 Adds $46 directly to the gross

profit per unit on Dining Room
sets.

» Leverages an extremely high

contribution margin (noted at
825%) to lift total monthly gross
profit dollars without risking
catalog-wide conversion.
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Lever 4: Negotiate Inventory & Logistics Spending

Procurement: Secure volume
discounts/terms. Avoid bulk
buying slow inventory just for
discounts.

Procurement: Drop cost from
125% to 115% (against $952,000
projected 2026 revenue).

Logistics: Bundle regional

deliveries for a 5% discount,

Logistics: Cut delivery costs from or internalize 80% of routes
50% to 45% of gross revenue. to cut broker reliance.

The Impact (Savings)

 Inventory: Saves S$793
monthly.

« Logistics: Saves $400
monthly.

Total margin improvement
allows strategic use of free
delivery as an incentive without
eroding the contribution floor.
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Lever 5: Audit & Cut Non-Labor Fixed Overhead
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The Goal (Math)

« Target: Shave 5% ($500) off
the $10,000 monthly non-labor
fixed overhead bucket.

» Contribution Margin is 0.825;
every dollar cut has massive
impact.

The Lever (Action)

 Pull itemized statements—not
just billed totals—for
Showroom Lease, Utilities, and
recurring software.

 Renegotiate utility contracts
and challenge recurring service
fees.

The Impact (Savings)

« Translates to $6,000 saved
annually.

» Directly lowers the required
break-even revenue by $606
annually, strengthening
operating leverage before
spending a dime on acquisition.
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Lever 6: Boost Post-Sale Retention & Repeat Orders

The Goal (Math)

» Baseline: 82 new customers
monthly.

 Target: Lift repeat rate from
15% to 20%.

» Target: Increase Average
Orders per Month (AOM)
from 4 to 5.

The Lever (Action)

« Improve post-sale
engagement speed and
ensure quick onboarding (14+
days raises churn risk).

« Specifically target the
timeline for the fifth order to
compress the repeat
purchase cycle.

The Impact (Revenue)

 Generates 41 repeat orders
monthly:.

 Adds $3,739 in monthly
revenue entirely through
operational excellence,
requiring zero new customer
acquisition budget.
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Lever 7: Optimize Labor Utilization via Variable Pay

The Goal (Math)

e Current 2026 Monthly Labor
Cost: $13,916 éSales
Associates at S32k base;
Design Consultants at $48k
base%.n

* Goal: Shift payroll from fixed
ovfarhead to a variable cost of
sales.

The Lever (Action)

» Implement tiered commission
structures where highest
anouts trigger only after

aseline salary-coverage
targets are met.

* Schedule lean mid-week
coverage; concentrate staffing
entirely on peak days (Friday-
Sunday).

The Impact (Efficiency)

 Ensures labor spend directly
drives profitability rather
than merely paying for idle
showroom presence.

 Transforms high fixed salary
risk into a
performance-driven variable
cost.
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