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          EdaptaWare operates in the educational services and software markets. The market value of
educational services is $2.2trillion in the real world. Through 2028, sector revenue will continue to
increase at a CAGR of 1.0% to $2.3 trillion. In the software industry, we operate in the application
software industry which had a market revenue of $237.60 billion in 2023. Overall, the industry has a
CAGR of 5.9% reaching $482.90 billion in 2023, with a profit of 31.0%, projected to grow at a CAGR of
2.9% until 2028 reaching $556.50 billion. The slower CAGR is a result of cyberattacks and investor
uncertainty. However, both issues are solvable. EdaptaWare accounts for these by having multiple
software developers who can consistently make changes and improvements to the software. Additionally,
since the Tulip software does not rely on outside sources to generate materials and the only sources are
what the student uploads, the product has a minimal risk of cyberattacks. Artificial intelligence provides
an opportunity for growth in this industry, resulting in low wage costs and increasing software usability
with applications. These values show that both the industries EdaptaWare is operating in have the
potential for growth at a fast pace. The generative AI technology is also critical to improving productivity in
the corporate sector. Research by McKinsey & Co., shows that the technology could add approximately
$2.6 trillion to $4.4 trillion annually in the global economy making AI’s impact increase to 40%.
Additionally, generative AI could increase labor productivity from 0.1 to 0.6% annually, which is where
EdaptaWare comes in. In order to have a strong competitive advantage in the market to increase
productivity in the corporate sector, EdaptaWare has signed contracts with Chevron and Horizon
Hospitality. These contracts give us the opportunity to have an idea of the market and base research and
development of future products on these contracts, so that they are well positioned to be utilized in the
corporate sector. This also results in us having strong relationships with corporations early on that can be
of advantage to us later. Rather than simply replacing employees, our Tulip will enhance employee
productivity, putting us in a strong position to expand in not only schools but also corporations. 

         Despite GDP recovery in the wake of the pandemic, real income has only recovered by 0.2%, leaving
parents with diminished disposable income. However, both education spending and subscription software
are defined by inelastic demand, making the industry resilient to downturns. EdaptaWare keeps
affordable pricing for its Tulip software ensuring that consumers are able to afford education tools rather
than having to pay almost $50 for simply an hour of tutoring.

         Edaptaware, is an educational software company powered by the core of Artificial Intelligence,
focusing on revolutionizing education by personalizing and adapting learning experiences for students.
Students don’t engage with their learning. High workload combined with the limited student-teacher
interaction within lecture settings leaves students bored and frustrated. This leads to a lack of interest in
learning material. Often, students don’t meet their needs in typical class formats -- then stress,
disengagement and apathy are sure to follow. To help, parents either pay for expensive private tutoring or
have to deal with “easy” anti-learning shortcuts. At the root of all these issues lies a lack of personal
education. Individual attention to each student’s needs can engage students, motivating them to learn for
the sake of learning. Currently, personalized education is a big ask. On average, students can expect to
spend $45 per hour of individualized instruction, self-study efforts cost hours of time and increase stress
by 48%, and newer AI-based alternatives draw skepticism, often leaping right past education to get to the
answer. EdaptaWare created Tulip, an affordable, digital tutor powered by artificial intelligence that
ensures students learn their way. Tulip helps students understand their textbooks and lectures by
generating personalized study materials promoting learning without giving away answers. By simply
uploading a lecture, notes, or textbook, Tulip can help students study, plan a healthy schedule, and can
adapt to their learning needs. Unlike previous AI tools, Tulip doesn’t simply give answers, it guides
students with personalized step-by-step instructions that match the student’s learning styles and adapts
problem difficulty. 
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Financial Highlights
         EdaptaWare began operations in November filing as an S-corporation to avoid double taxation
with a $150,000 loan from VEI at a fixed rate of 10.50% for five years and $200,000 in equity;
$150,000 from three angel investors in exchange for 10% equity each and $50,000 from VEI for
another 10% equity. The remaining 60% of the company is owned by the original fifteen employees.
EdaptaWare follows a circular organization structure with the chiefs running their respective
departments. The company does not function as a brick and mortar store, but rather focuses on
online website sales, out-of-network contracts, and trade show sales, both in-person and online, to
generate revenue.  

         The company has signed five out-of-network
contracts, both with educational institutions and
corporations, generating $272,561 in revenue.
EdaptaWare has also attended four trade shows in
the past three months, resulting in most of our
revenue. In total, we are projected to accumulate
[blank] in gross revenue. Over the months, there has
been an increase in our monthly gross revenue, with
our recent months (January and after) being more
successful in bringing in profit after the change in
products from software and tablets to just software.
In total, EdaptaWare is projected to generate just
under $1.04 million in revenue. 

Tulip AI 
48.7%

EdaptaBook
46.2%

Tulip Core 
1.4%

Tulip Teams 
1.7% Tulip Plus 

1.2%

Revenue Breakdown by Products
 (actuals through January)

         EdaptaWare is projected to have a gross profit margin of 93.65%.The high gross profit margin is
a result of our low material costs for the software, not including the payroll of the software
developers. Given our high revenue and low cost of goods sold, our net income is projected to be
$139,860. EdaptaWare also predicts its net income ratio to be 14.04%. This is lower than the
industry average of 14.40% because we are a start-up. 

         In order to ensure applications from school
children to executives, EdaptaWare has signed a
variety of contracts with Chevron, Horizon Hospitality,
Kumon, California State University Bakersfield (CSUB),
and the Kern High School District (KHSD) to provide
our product to them. These contracts are just a small
step into our development of future products and
creating a stronger customer base.

        EdaptaWare’s return on invested capital is
69.93%, after analyzing the values as of January 31,
2024. This indicates that the company has been
successful in utilizing its capital (shareholders’ equity)
to make financially sound decisions that benefit both
the company and its shareholders, proving the
company to be a safe investment. 
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Break-Even Analysis

A break-even analysis was formulated in
order to accurately predict EdaptaWare’s
profitability. Since the price points of our
products and weight of sales were similar,
we used the regular average to calculate
the company’s break-even point rather
than using weighted average. In order to
calculate the average selling price, we
divided the total revenue, from projections
and contracts, by the total number of units
sold. This resulted in an average selling
price of $143.33. The average cost per sale
was calculated by determining how much
each product cost and taking an average of
those values. This resulted in an average
cost per sale of $3.83. These calculations
bring us to the conclusion of a 97.33%
profit margin. 
Using our current contracts and our
projections for future trade shows,
EdaptaWare is predicted to break even at
5,954 units sold, or $853,386.82 sales
dollars, which covers EdaptaWare’s
cumulative fixed and variable costs of
$830,563 dollars. Taking into account all
the projections in the profit and loss
statement, our team came to the
conclusion that the company would
confidently break-even in the month of
March with the gross revenue from trade
shows and out-of-network contracts. 
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Balance Sheet

          As of January 2024, EdaptaWare has a
current ratio of 8.59 and a quick ratio of
8.44. The high quick ratio indicates that we
can instantly get rid of its current liabilities,
although this is significantly higher than the
industry average of 1.1 because of our cash.
The high current ratio indicates that the
company is in a strong position to pay the
company’s short-term obligations along with
covering any unexpected liabilities or
expenses. Being a software as a service
(SaaS) company, we do not hold many fixed
assets but rather have more current assets.
These assets are the most liquid, which
means that we can easily use the cash to
overcome any expected difficulties or
expenses, but also deal with current
liabilities.  The current ratio is higher than
the industry average of 1.2 because of the
high amount of cash we have at hand.
Although the company could be using its
cash to pay off debt faster, we found it more
important to keep the money on hand in
case of any unexpected liabilities or market
downturns. 
         In order to not hold our cash idle, in the
next year, we plan to expand the company’s
marketing budget to market more to college
students and parents. Additionally, being in a
fast paced industry, we’ll be able to use the high
amount of cash to increase research and
development of our current product and new
products for more corporate applications.
Moreover, EdaptaWare has a working capital of
$390,461, which is sufficient to finance future
operating expenses, long-term liabilities, COGS,
and more to proceed growing the company. 

         EdaptaWare’s balance sheet reflects the company’s assets, liabilities, and shareholders’ equity as
of January 31, 2024. EdaptaWare holds a large amount of cash in the bank, which is a result of our
success at both online and in-person trade shows, especially our state trade show in January. In
addition, after the removal of the EdaptaBook, we were able to reduce our COGS (cost of goods sold),
increasing our profit margins.

         EdaptaWare utilizes both debt and equity financing, meaning that we raise capital through the sale
of shares along with borrowing money from a lender. However, we have a debt-to-equity ratio of 0.69
(meaning that the company has $0.69 in debt for every $1.00 in equity), indicating that the company
relies more heavily on equity than debt making our company a safe investment and reducing the risk of
the company incurring losses.
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Profit and Loss Statement
          EdaptaWare’s profit and loss statement details its projected and actual monthly revenue
and expenses. As of January 2024, EdaptaWare has generated $518,394 in revenue. Given our
high revenue and low cost of goods sold, as a result of only having to pay for cloud storage, our
gross profit margin is projected to be 93.65%. Dividing our net income, $139,860, by our gross
revenue, $1,048,393, our net income ratio is projected to be 14.04%. 

          The company underwent a change in products in December. EdaptaWare started off with
the EdaptaBook (a tablet) being the main product of the company. We were also selling software
that provided consumers with the same features as the EdaptaBook. However, after looking at
trade show sales from the first two months, we determined that the sales from the EdaptaBook
were not worth the cost as the product didn’t help solve our mission of increasing accessibility.
Another tablet costing $499 was not more accessible or feasible for our target market of high
school and college students than a software that was less than half the price for the entire year.
Rather than continuing with the EdaptaBook and three different software versions, we decided
to develop a software that combined all of the features instead and discontinued the
EdaptaBook and other three software versions.

          Another reason for the discontinuation of the EdaptaBook and the three software versions
was our pricing model and how we wanted to establish our customer base. Instead of having
three different softwares at different monthly prices, we decided to use a productive pricing
model. We wanted customers to have long-term adoption, as it would put us in a strong position
financially along with keeping a strong customer base. Month to month EdaptaWare’s Tulip,
costs $39.50. Our “School Year” Deal makes Tulip available for 10 Months at $22.50 per month.
Finally, our best value option is a full year subscription with annual auto renewal for $19.50 per
month. Additionally, our 10 months and 12 months subscriptions offer a 15% discount when the
subscription is paid for in full, which because of the way VE is set-up, is the model that we
follow. 

          EdaptaWare also had an increase in net salaries from the month of November to
December. This was a result of us hiring another software developer in the month of December.
After deciding to switch our products to just the software and establishing a projected increase
in the number of software subscriptions sold, the company found it necessary to hire another
software developer to account for this change. Additionally, the company projected signing
multiple out-of-network contracts between December 2023 and January 2024, so another
software developer on our payroll was the most feasible solution to address any changes in the
software. 

         The company also recognizes the skepticism around AI in education, especially by parents.
To overcome this, EdaptaWare spends approximately 10% of its projected revenue on
marketing, or $117,000, in the fiscal year. Since the people buying the product are the parents
of the consumers, our marketing team utilizes influencer marketing on Facebook and Instagram
to market directly to parents, where the influencers are paid per post. The company spends
about $9,750 a month on advertising through influencer marketing on social media. 

          Test-score gaps between low vs.high-poverty schools grew by approximately 20% in math
and 15% in reading during the 2020-21 school year. In light of this, EdaptaWare is committed
to donating 5% of our net profit to under-served youth in the form of free Tulip software to aid
the  difference in test scores. 
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Profit and Loss Statement
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Cash Budget

          EdaptaWare's cash budget permits our team to precisely represent each exchange made
with the revenue and expenses. The cash budget details the company’s actual income from
November to January and projected income from February to April. After December, the material
costs of the Tablet, the three software plans (Tulip Core, Plus, and Teams), and the tablet case
returned to $0.00 due to the discontinuation of these products. After December the shipping and
packaging costs decrease to $0.00 because Edaptaware is no longer using ground shipping or
packaging because we only sell software which requires no shipping or packaging. Since we are
focusing on the research and development of our Tulip AI Software, the material costs of Tulip AI
significantly increase from the month of December to January. 
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Sales Projections Summary
         EdaptaWare relies mostly on trade show sales and out-of-network sales for its gross
revenue, with trade shows making up 53.20% of sales, out-of-network contracts making up
44.60%, and website sales making up the remaining sales. The company is projected to make
$1.04 million in gross revenue, with $518,394 in actual revenue in the months of November
2023 to January 2024. 

         After the change of products to just software, the company has seen an increase in gross
revenue, indicating that the productive pricing model has been more successful compared to our
past pricing model, which is why the projections for later months are higher. EdaptaWare’s new
pricing model was effective, as shown by the sales generated in the January California State
Trade Show. The software showed a 47.90% increase in sales compared to the November trade
shows, both online and in-person, and a 64.85% increase in software sales compared to the
December trade show. 

         Moreover, EdaptaWare has been able to confidently beat projections each trade show. In
the month of  November, the company beat sales projections by  25.48%. In December,
EdaptaWare beat sales projections by 6.99%, and in January, we beat sales projections by
31.41%. This goes to show that EdaptaWare has been consistently improving its revenue
generated during tradeshows and through website and out-of-network contracts, ensuring that
the company is growing and will be profitable in the future.

Revenue Breakdown by Placement
from November 2023 to January 2024

Projected v. Actual Revenue Generated at Trade Shows
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