Achievable Gross Margins
Across Core Product Lines




A clear path exists to expand blended
gross margins across the portfolio
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Achieving this structural gap relies on executing precise pricing power levers and supply
chain optimizations detailed across the core product lines.
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Operational efficiencies and targeted pricing unlock the
blended margin gap

Automated QA and
reduced assembly
touchpoints

Renegotiated Tier 1
supplier contracts and
inbound freight routing
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Mapping revenue contribution against margin
potential reveals core optimization targets

Cash Cows

» High volume, structurally sound

e Focus: Micro-efficiencies to
preserve margins

Margin-Dilutive Growth Bets

» Lower revenue baseline, sub-
optimal unit economics

« Focus: Aggressive pricing power
execution

Achievable Gross Margin (%)

Prime Optimization Targets

« Massive revenue footprint dragging
overall yield

« Focus: Systemic supply chain and
COGS reduction

Revenue Contribution (%)
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Material and fulfillment costs represent the heaviest
systemic drag on portfolio margins

Raw Materials Direct Labor Inbound Shipping Overhead

High exposure to
spot-market freight
rates and unhedged
commodity pricing.

[Product Line Al

[Product Line B]

[Product Line C]
Labor-intensive

assembly required
due to legacy product
architecture.

[Product Line D]
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Isolating margin-accretive anchors from

margin-dilutive growth bets

Margin Drivers

Economies of Scale +8%

Supplier Tiering +6%

Price Inelasticity +5%
* Proprietary manufacturing insulates from external shocks

* High pricing elasticity demonstrated in recent quarters
» Optimized inbound logistics routing

Margin Drags
-9% Spot Freight

Manual Assembly

Discount Structures

* Absolute reliance on outsourced production facilities
» Heavy promotional discounting cannibalizing yield
« Volatile component sourcing without forward contracts
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[Product Line A] requires surgical COGS reductions to achieve
target profitability

Unit Price Breakdowns Optimization Levers

Shift 30% of
component sourcing to
primary vendor to
unlock tier-volume
discounts.

Overhead

Raw Materials

Automate QA process to

Margin Trajectory reduce direct labor
_ dependency by [X]%.
Direct Labor Achievable
Margin
Leap Consolidate inbound
(+20 pts} - shipping schedules to
T eliminate spot-rate
Gross Margin freight penalties.
Base Case Best Case
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[Product Line B] exhibits high price elasticity enabling

margin expansion

Sensitivity Analysis Line Chart
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Simplified Unit Teardown

Optimization Levers

e Implement premium tier
packaging to justify a
+[X]% MSRP increase.

e Phase out legacy
discount tiers and
promotional structures.
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[Product Line C] serves as the baseline cash cow but
requires strict overhead optimization

[Product Line C] Optimization Levers

Unit Economic Teardown

Overhead

25% Raw Materials

Direct Labor

Gross Margin

Efficiency Diagnostics

Inventory Turn
Velocity

Raw Material
Waste Reduction

Machine Setup
Time

1

Transition to predictive
maintenance protocols to
drastically reduce machine
downtime overhead.

2

Consolidate SKUs by
permanently cutting the
bottom 10% of
underperforming legacy
variants.
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Strategic sequencing prioritizes pricing optimization
before long-term supply chain restructuring

Immediate Impact (0-90 Days)

Pricing adjustments & discount phasing

SKU rationalization (bottom 10%) , l : :

Mid-Term Execution (3-6 Months)

Facility automation & comprehensive QA integration
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Proactive mitigation of material inflation and competitor
pricing pressure is strictly required

Risk Factor

Margin Impact Severity

Mitigation Strategy

Raw material cost spikes and
commodity volatility

Competitor price wars driving
market baseline rates down

Implementation delays in QA
automation

X 1@

@O0

Lock in 18-month forward purchasing
contracts for top 5 volume components.

Emphasize non-price value and
aggressively reposition brand into

premium tier.

Maintain parallel manual workflows until
automated systems achieve 99.9%
uptime compliance.
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Unlocking achievable margins transitions the portfolio
from stabilization to scalable growth

Unlocks Capital for
R&D Expansion

Achieve Target | __ » | Provides Baseline for
Blended Margin Aggressive M&A

Maximizes Enterprise
Valuation for Future
Liquidity Events

Reaching the achievable gross margin is a mandatory gateway for the
next phase of corporate growth and capital deployment.
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