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INTRODUCTION

Kim Langen, the founder of Spirit of Math, looked around her classroom before her first students arrived. Langen
reflected on how far Spirit of Math had come since she founded it, and the cyclical steps she had taken to get there:
growth, restructuring, scaling, and repeat. With demand for after-school math programs on the rise, she now faced
the challenge of scaling the business effectively one more time. She reflected on the company’s ambitious goal
of “releasing the genius” in one billion people over the next ten years. Langen identified several approaches that
would help her reach this goal, but she knew she would need to carefully evaluate each option before making a
decision. Which option was the best?

SPIRIT OF MATH

Spirit of Math was a leading after school math enrichment program tailored to high-performing students from
grades one to 11." The core mission was to promote cooperation, inspire confidence, and release the genius in
every child. Spirit of Math offered online classes, camps, workshops, workbook series, and training for educators
across more than 40 locations in Ontario, Alberta, British Columbia, and Manitoba.

The parent company, Releasing the Genius Inc., owned several subsidiaries: Spirit of Math, Spirit of English,
Spirit of Technology, DrillUp (an education technology app), and real estate. The real estate arm leased classroom
spaces to most of the Spirit of Math, Spirit of English, and Spirit of Technology campuses, generating another
source of income for Releasing the Genius Inc., while also improving the subsidiaries’ financial ratios for a leaner
balance sheet.

[1] Spirit of Math Schools Inc. (n.d.). About. https://spiritofmath.com/about/
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HISTORY

In 1995, Langen started the first Spirit of Math class in her basement, hosting approximately 35 students. With
over 20 years of experience teaching elementary and high school students in both public and private schools,
Langen developed a deep interest in education, and she recognized that gifted students were often not challenged
at an appropriate level for their intelligence. In response, she developed her own proprietary curriculum, teacher
training programs, and business structure, ultimately founding the Spirit of Math system.

'The program was designed with a clear structure: students first applied to the program based on their elementary
school marks and an interview. Once enrolled, students attended a 90-minute to two-hour session once per
week with approximately 20 other students, taught by a qualified teacher. Spirit of Math’s tuition was $3,200 per
student, which included all of the necessary materials. Throughout the year, students completed assessments and,
at the end of the year, wrote a final exam to advance to the next level. The Spirit of Math curriculum consisted of
four elements: drills, problem solving, collaborative group work, and core curriculum.”

Although some concepts taught at Spirit of Math overlapped with the public and private school systems, its strong
emphasis on computational fundamentals and advanced logical reasoning made the curriculum truly unique. The
results spoke for themselves: students consistently performed better in school creating a strong reputation for
Spirt of Math. This strong academic performance inspired parents to enroll their children in the program, allowing
Spirit of Math to grow quickly through word-of-mouth marketing. With her newfound success, Langen sought
diversification and scale, expansion to publishing, technology, and real estate.

A pivotal moment for Spirit of Math occurred during the COVID-19 pandemic in 2020 when schools closed
due to social distancing and lockdown requirements. While the public and private school systems were slow
to transition to online schooling, Spirit of Math’s transition was seamless. At this time, they were running 896
classes a week and not one was missed. During that time, Spirt of Math lost 18% of students but maintained their
extremely long customer lifetime of four-and-a-half to five years, greatly surpassing the industry average of four
to five months.

Most recently, Langen’s children became involved in Spirit of Math’s leadership and were passionate about
expanding the business. Under their growing vision, Spirit of Math had scaled to serve 12,000 students in
Canada, mostly in the Greater Toronto Area (GTA) in Ontario. Approximately half of the campuses operated on
a franchise model; the remainder were run by the corporate office. The organization employed approximately 500
people, including full-time salaried teachers, who taught two classes four nights per week, as well as high school
students and former or current Spirit of Math students working as Assistant Teachers.

[2] Spirit of Math Schools Inc. (n.d.). Curriculum. https://spiritofmath.com/curriculum/
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INDUSTRY

Spirit of Math operated primarily in the supplementary education industry and had recently expanded to the
education technology industry. The Canadian education technology market recorded revenues of $2.7 billion in
2024, representing a compound annual growth rate (CAGR) of 17.7% between 2019 and 2024.° This market
growth was supported by the increasing adoption and advancements in artificial intelligence (Al) and digital
learning platforms. The kindergarten to grade 12 supplemental instructional materials market was estimated
to be $4.62 billion in 2024 and was forecasted to grow to $4.98 billion in 2026." This growth was driven by
increased digital resources, remote learning, generative Al integration, and a shift towards inquiry-based and
student-centered learning. Within the supplementary education market, Spirit of Math focused on enrichment
and advanced curriculum in English, math, and technology.

Canada’s education system was publicly funded and overseen by the provincial governments. Education was
mandatory from elementary through high school.” Overall, Canada’s education system was strong, although
Canada recently encountered some challenges in math performance, similar to trends in the United States. The
education sector had declined in math performance, with a significant drop among 13-year-olds. In the United
States, this age group declined by 9 points between 2020 and 2023, and 14 points compared to a decade ago,
reaching levels not seen since the 1990s.® According to the Programme for International Student Assessment
(PISA), 15-year-olds in Canada dropped 13 points in reading and 15 points in math. A 20-point decline in
test scores equaled approximately one year of lost learning. Ontario scored above the national average, dropping
only 12 points in math.” These sharp score declines meant that teachers had to dedicate more time to struggling
students, which often left high-performing students overlooked.

Student preparing and writing international math contests had become a new sector trend, with some of them
writing four to six contests a month and travelling around the world for contest finals. For many students, these
contests were not just for enriched learning; they also served as tools to strengthen postsecondary applications.
The growing emphasis on competitive contests created a new kind of education that emphasized problem-solving
and reasoning beyond the regular school curriculum.

The rise of STEM-related careers, particularly in technology, had increased interest in STEM-related education.
This trend drove demand for enrichment STEM programs, as parents wanted to align their child’s skills with the
tuture job market. Economic uncertainty and unemployment, however, reduced household disposable income and
spending, making it more difficult for parents to justify the added expense of private programs, especially when
public school was already funded through taxes in Canada.

(3] GlobalData. (2025, February). EdTech in Canada: Market summary, competitive analysis and forecast to 2029 [Market profile]. https://www.
globaldata.com/store/report/canada-edtech-market-analysis/

[4] Simba Information. (2024, April 1). The state of the K-12 supplemental materials market: 2024 [Market report]. https://www.marketresearch.com/
Simba-Information-Reports-v3481/Public-Sector-c¢93/1.html

[5] Education and Training (n.d.). Governement of Ontario. https://www.ontario.ca/page/education-and-training

[6] Carrillo, S. (2023, June 21). U.S. reading and math scores drop to lowest level in decades. NPR. https://www.npr.org/2023/06/21/1183445544/u-s-
reading-and-math-scores-drop-to-lowest-level-in-decades.

[7] Allison, D. J. (2023, December 20). Reading and math scores plummet across Canada after COVID school closures. Fraser Institute. https://www.
fraserinstitute.org/commentary/reading-and-math-scores-plummet-across-canada-after-covid-school-closures.
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COMPETITORS

Kumon

Kumon was a large global franchise targeted towards average or struggling students.” The curriculum was focused
on repetition and fundamentals of math and reading programs, offered both in person and online. They used
Kumon Connect an online platform allowing students to complete worksheets on a tablet and receive feedback
from instructors remotely as well as online tutoring sessions to make learning accessible. Their math program
served students ranging from preschool to high school. The Kumon method emphasized independent learning,
daily practice, and fundamentals. Kumon had over 4 million students at nearly 25,000 campuses in 51 countries and
regions, including Canada and the US.” Kumon costs included a fixed rate per month, typically between $165 and
$260 per subject, and many campuses also had a one-time registration and materials fee that ranged from $50 to
$80. See Exhibit 1 for the competitor pricing chart.

Sylvan Learning

Sylvan Learning was a US-based tutoring service that offered in-person and online tutoring for specific subjects,
and standardized test preparation for students in kindergarten to twelfth grade. They had 710 campuses across
North America with 170,000 students and used their own system, SylvanSync, which was an iPad program to
engage and track students’progress.'" Sylvan’s payment model was session-based, with in-person math tutoring that
cost between $50 and $75 per session. They also charged $25 to $100 for registration and materials, as well as a one-
time assessment fee that cost between $100 and $250.

Brain Power

Brain Power had 11 locations across the GTA, as well as an online learning platform."” Their curriculum was
guided by their five principles: acceleration, complexity, engagement, academic mentorship, and feedback. I offered
programs in English, math, public speaking, and admissions and exam preparation with classes once per week. They
focused on specialized programs for gifted students in grades one through 12 and typically taught two to three grade
levels above the standard curriculum. Brain Power oftfered specific Math Olympiad workshops and a variety of other
workshops. The programs ranged in cost but were typically $3,500 to $4,000, except the program for grades one to
three, which cost approximately $1,000.

[8] Kumon Institute of Education Co., Ltd. (n.d.). Kumon. https://www.kumon.com/.

[9] Kumon North America, Inc. (2020, November 2). Local non-profit educator is continuing commitment to education. https://www.kumon.com/assets/
us-en/pressrelease/release2020-1101-03.html.

[10] Sylvan Learning (n.d.). Sifvan Learning. https://www.sylvanlearning.com/

[11] Garcia, L. (2021, October 26). Sylvan Learning has helped more than 170,000 students by partnering with schools amidst learning disruptions since
March of 2020. 1851 Franchise. https://1851franchise.com/sylvanlearning/sylvan-learning-has-helped-more-than-170000-students-by-partnering-
with-schools-amidst-learning-disruptions-since-march-of-2020-2716968#stories.

[12] Brain Power Enrichment Programs. (n.d.). Math & Problem Solving. https://www.brainpower.ca/problem-solving-mathematics/.
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Oxford learning

Oxford Learning was a tutoring program that offered personalized in-person and virtual programs for students
in Kindergarten to grade 12." Their lessons were built to improve critical thinking and learning skills. Oxford
Learning aimed to improve students’ academic performance and boost their confidence. They offered tutoring
in English, French, math, science, as well as standardized testing and study skills. As a franchise, the prices across
locations varied—of the 130 centres across Canada, the Toronto locations typically cost $385 to $420 per month for
two hours each week. Oxford also offered summer camps for students in Junior Kindergarten to grade two that cost

$350 per week, which included 10 hours of their tutoring program.

CUSTOMERS

Spirit of Math directed its marketing towards parents, who held both the decision-making and buying power in
the family. These parents tended to be highly educated and affluent. This group cared deeply about their children’s
education and were willing and able to invest extra time and money to improve it. Parents relied on word-of-mouth
marketing to ensure trustworthiness and value before purchasing products and services.

ALTERNATIVES
Status Quo

Spirit of Math had achieved strong growth over the years and showed no signs of slowing down. Based on the
previous year’s top-line growth, Langen expected total revenue to grow by 10% and cost of goods sold to remain
the same percentage of revenue. She expected direct labour to remain the same percentage of sales, while all of the
other expenses would stay constant at the same dollar amount. See Exhibits 2 and 3 for the previous year’s financial
statements and Exhibit 4 for company and industry financial ratios. Langen felt confident about the current trajectory
of her company; however, she worried that she might be missing opportunities to capitalize on growing market
demand and expand her impact on students. Langen expected the income tax rate would be 25% moving forward.

Franchising Model

Half of Spirit of Maths’ campuses were franchised, and half of them were managed corporately, creating a complex
management structure. Langen wondered if she should fully commit to the franchise model to simplify operations;
however, she also recognized that embracing decentralized management would carry other risks. For example,
franchising required significant legal costs, resulting in lower profit margins than if managed by the corporate office.

Franchisees participated in a one-time buy-in of $50,000 and a royalty sliding rate of 10 to 14%, depending on the
number of students. These new locations were expected to pay a 12% royalty fee to license the brand. Additionally,
franchisees paid an 8% service fee to cover headquarters’ infrastructure costs. Both fees were calculated based on
revenue. To support each new franchised location, Spirit of Math headquarters would pay $125,000 annually to
train teachers and provide educational materials and technology. Each franchised campus had its own startup costs,
typically $200,000 to cover equipment and any other items needed, which was covered by the franchisee. Most
campuses hosted up to 500 students, but since these campuses were just starting, Langen expected it would be closer
to 300 students to start. Each student paid $3,200 in tuition annually, so margins for franchisers were typically high,
with these campuses expected to have a 30% gross margin.

[13] Oxford Learning. (n.d.). Tutoring services. https://oxfordlearning.com/.
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Education Technology

Releasing the Genius Inc. developed an education technology app called DrillUp, which “drilled” students with
practice math problems to help build automaticity and fluency in number facts. The app offered real-time feedback
and allowed whole classes to work together, promoting individual progress and group collaboration. The app
provided students with progress graphs based on their scores, so they could track their improvement over time.

DrillUp was modelled after PISA, which was becoming a global benchmark for comparing students’ scores."*
Langen was curious if she could use the data from DrillUp to improve Spirit of Math’s curriculum or expand the
reach of the app to serve more students. If the latter, Spirit of Math campuses would switch from paper books
to the online platform. As a result, Spirit of Math could expect that its revenue from last year’s book sales would
be eliminated, which had a 50% margin. Developing the app would be very costly and time consuming, and as
a result, they would have to spend 25% of last year’s net income on research and development and $30,000 on
advertising. It would cost them $10,000 each year to keep the app running; however, they could expect to make
$45,000 annually from global usage.

Real Estate

Langen also considered adding more real estate to Spirit of Math’s balance sheet. To do this, she would purchase
property and lease it back to its franchised campuses. This model would strengthen and diversify their revenues, since
their income would not be dependent solely on enrollment numbers, ensuring long-term and stable profitability.
Langen would also have better control over facilities and be able to build long-term equity. Additionally, intellectual
property was intangible and difficult to leverage for bank financing; therefore, real estate would provide Spirit of
Math with tangible, leverageable assets, creating a more reliable stream of financing to support future growth. To
start, Langen expected to invest in three new locations throughout the upcoming year. If she chose to invest in
more real estate, rent expense would decrease by 40% compared to their status quo assumption, and sublease rental
income would double compared to fiscal 2024. All other expenses and revenues would remain the same as their
status quo alternative.

Sell the Business

Spirit of Math had received interest from equity investors to purchase part or all of the business. Langen has
already set up individual properties as separate business entities, making it easier for investors to buy into specific
assets to allow for flexible ownership structures. Additionally, Release the Genius Inc. was also willing to sell
ownership of their specific business units, including Spirit of Math.

Langen’s children were also passionate about the growth of their mother’s legacy and hoped to one day assume
partial or full ownership. Langen liked the idea of running a family business, but she was not sure if she was ready
to step away yet. Regardless, she was curious about the current valuation of Spirit of Math, in case she made the
decision soon.

[14] OECD. (2023). PISA 2022 results (Volume II): Learning during turbulence (No. 9789264442982). OECD Publishing. https://www.oecd.org/en/publica-
tions/pisa-2022-results-volume-ii_a97db61c-en.html.
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DECISION

Langen was enthusiastic to continue expanding Spirit of Math and further its mission to “release the genius” in
one billion people over the next ten years. Although she was unsure what the best path forward was, each choice
offered distinct opportunities and risks that she would have to consider. Langen rose from her desk, walked over
to the whiteboard, and began mapping out the possibilities, eager to thoroughly explore each alternative.
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EXHIBIT #1
Competitor Pricing Chart
Initial Fee Fee Schedule Cost
Kumon $50 - $80 Fixed monthly rate $165 - $260
Sylvan Learning $125 - $350 Per session $50 - $75
Brain Power None Per year $1000 - $4000
Oxford Learning None Per month $385 - $420

[18] Corporate income tax rates averaged 15%.
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EXHIBIT #2
Spirit of Math
Statement of Earnings
for the years ending 2024

Revenue 2024 2023

Tuition $ 14,315,342 $ 12,904,807

Royalties 2,615,823 2,812,638

Book Sales 28,412 51,935

Franchise Sales 1,653,211 1,781,027

Interest 150,388 210,053

Sub Lease Rental Income 619,724 -
Total Revenue $ 19,382,900 100%  $17,760,460 100%
Cost of Goods Sold 802,029 4% 975,092 5%
Gross Profit $18,580,871 9%  $16,785,368 95%
Expenses

Direct Labour $ 4,636,279 24% $ 4,218,748 24%

Advertising and Promotion 291,224 2% 440,915 2%

Depreciation 518,943 3% 667,282 4%

General and Administration 1,775,621 9% 1,241,326 7%

Rent 3,422,844 18% 2,587,807 15%

Salaries 4,120,777 21% 3,639,009 20%

Professional Fees 621,918 3% 603,409 3%

Travel and Training 198,521 1% 197,777 1%
Total Expenses $ 15,586,127 80% $13,596,273 77%
Income Before Income Taxes $ 2,994,744 15% $ 3,189,095 18%
Income Taxes 833,500 4% 917,000 5%
Net Income $2,161,244 11% $ 2,272,095 13%
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EXHIBIT #3
Spirit of Math
Statement of Financial Position
for the years ending 2024
2024 2023
ASSETS

Current Assets:

Cash $ 295,001 $ 2,726,137

Accounts Receivable 3,730,124 4,433,425

Inventory 147,074 113,510

Income Taxes Recoverable 149,048 1,469

Prepaid Expenses 449,567 241,649
Total Current Assets $4,770,814 $ 7,516,190
Fixed Assets
Due from Parent Company $ 5,205,890 $ 6,267,870
Equipment and Leasehold Improvements 428,522 493,407
Trademarks 465,919 526,629
Total Assets $10,871,145 $ 14,804,096

LIABILITIES AND EQUITY

Current Liabilities

Accounts Payable $ 514,044 $ 356,218

Income Taxes Payable 417,061 1,234,119
Total Liabilities $ 931,105 $ 1,590,337
Long Term Liabilities

Deferred Revenues $ 4,675,213 $ 5,393,247

Long-term Debt 58,671 -
Total Long Term Liabilities $ 4,733,884 $ 5,393,247
Total Liabilities $ 5,664,989 $ 6,983,584
Shareholders' Equity

Share Capital $ 490 $ 490

Retained Earnings 5,205,666 7,820,022
Total Equity $ 5,206,156 $ 7,820,512
Total Liabilities and Equity $ 10,871,145 $ 14,804,096
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EXHIBIT #4
Spirit of Math
Ratio Summary
2024 2023 2024 Industry Avg.
LIQUIDITY
Current Ratio 5.1x 4.7x 1.7x
Acid Test 5.0x 4.7x 1.4x
EFFICIENCY
Age of Receivables 70 days 91 days 0.4 days
Age of Payables 234 days 133 days 7.7 days
Age of Inventory 67 days 42 days 7 days
STABILITY
Net Worth/Total Assets 48% 53% 43%
Interest Coverage N/A N/A 22.1
GROWTH
Revenue Growth 9% N/A 43.9%
Profit Growth 10.7% N/A 42.5%
Asset Growth -27% N/A 17.8%



