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K12 Inc. (LRN) – The Teladoc of Online Education 

$100 Price Target 
 

The most important question facing American families and local 
governments right now is: 
 
“Are children going back to school in the fall?” 
 
The largest school districts in America have already decided that online 
learning will be part of our children’s education this fall, and K12 Inc. 
(LRN) is best positioned to take advantage of this megatrend yet is 
trading at the lowest multiple within its peer group because investors 
have yet to properly assess the new landscape of education. 
 
K12 Inc. (LRN) will emerge as the online school of choice for America’s 
57 million K-12 students and the leading back-end solution for the over 
130 thousand K-12 schools that are looking to shift from brick and 
mortar to a hybrid model with a full online component.    
 
What Teladoc did for medicine, LRN will do for education.  Much like 
telemedicine will never completely replace visiting a doctor, online K-12 
education will never fully replace the classroom.  Instead, going forward 
a hybrid model of learning will forever be embraced. 
 
While the market has already recognized what COVID has done for 
Teladoc in expanding its TAM with the share price up almost 200% YTD, 
investors have yet to see that COVID has been the tailwind that LRN has 
been waiting for.  Prior to COVID, both Teladoc and LRN were seen as 
“remote” solutions for people who lived in rural areas that didn’t have 
access to traditional medical care and education.  As noted by Teladoc 
SVP Dan Trencher during the company’s March 2020 investor day: 
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“It's amazing when you think back Teladoc is more than 15 years old 
and certainly when we launched and up until five or six years ago, we 
are really a one product company, what is effectively remote urgent 
care and that's sort of what where the company was built off of.” 
 
Wow, have things changed fast! 
 
Just yesterday, California’s two largest school districts, Los Angeles and 
San Diego, announced instruction will be online only this fall.  Below is 
the latest commentary from the 10 largest school districts in America.  
Online learning is a key element of every school district’s reopening 
plan. 
 
https://www.nytimes.com/2020/07/13/us/lausd-san-diego-school-reopening.html 
 
New York City 

• “Students across America were forced to take their classes online this past 
spring, and remote learning will still be a major element of New York City 
public education this fall, officials said.” 

 
https://www.nbcnews.com/news/us-news/new-york-city-public-schools-will-reopen-part-time-basis-n1233162 
 
Los Angeles 

• “Every single school district at this point needs to have plans in place to 
continue distance learning for 100% of the time. We would be irresponsible 
if we didn’t say to you that you have to have the backup plan ready.” – LA 
county Public Health Director Barbara Ferrer  

 
https://www.latimes.com/california/story/2020-07-08/campus-reopening-at-risk-from-coronavirus-surge 

 
Chicago 

• “The plan includes measures like mandatory face masks for students over 
the age of 2, student ‘cohorts,’ temperature checks and the option to 
continue online learning.” 

 
https://www.nbcchicago.com/news/local/district-211-one-of-illinois-largest-announces-3-reopening-
scenarios/2303067/ 
 
Miami-Dade County 

https://www.nytimes.com/2020/07/13/us/lausd-san-diego-school-reopening.html
https://www.nbcnews.com/news/us-news/new-york-city-public-schools-will-reopen-part-time-basis-n1233162
https://www.latimes.com/california/story/2020-07-08/campus-reopening-at-risk-from-coronavirus-surge
https://www.nbcchicago.com/news/local/district-211-one-of-illinois-largest-announces-3-reopening-scenarios/2303067/
https://www.nbcchicago.com/news/local/district-211-one-of-illinois-largest-announces-3-reopening-scenarios/2303067/
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• “If the county is still in Phase 1 by the start of school Aug. 24, as it is now, 
schooling would be held entirely online. On July 1, the Miami-Dade School 
Board unanimously approved a plan that calls for Miami-Dade Public 
Schools to pivot among in-person, online and hybrid courses, contingent 
on the county being in Phase 2 of its reopening plan.” 

 
https://www.miamiherald.com/news/local/education/article244063802.html 
 
Clark County 

• “The plan, which has been widely debated since being released more than 
two weeks ago, calls for in-person learning two days a week and online 
learning for three. There is also the option for online-only instruction.” 

 
https://lasvegassun.com/news/2020/jul/10/board-reluctantly-endorses-school-district-reopen/ 

 
Broward County 

• “Broward Schools, like others, are weighing their options, looking at full-
time remote learning, a possible hybrid model in which students alternate 
between staying at home and going to class, and a return to full time 
instruction in the classroom.” 

 
https://www.nbcmiami.com/news/local/broward-school-board-weighing-options-for-reopening-
campuses/2258849/ 

 
Houston  

• “School districts will be required to hold in-person classes for anyone who 
wants them, but parents are not required to send their kids and can opt 
instead for online schooling.” 

 
https://www.texastribune.org/2020/07/10/texas-coronavirus-schools-republican-convention/ 
 
Hillsborough County 

• “Asking families to choose from the three options… Option B: Students will 
receive eLearning full-time through their assigned school. Students will not 
physically attend school but will participate in a school-based distance 
learning program from home.” 

 
https://www.abcactionnews.com/news/region-hillsborough/hillsborough-schools-responds-to-most-frequent-
questions-from-families-on-fall-reopening-plans 
 
Orange County 

https://www.miamiherald.com/news/local/education/article244063802.html
https://lasvegassun.com/news/2020/jul/10/board-reluctantly-endorses-school-district-reopen/
https://www.nbcmiami.com/news/local/broward-school-board-weighing-options-for-reopening-campuses/2258849/
https://www.nbcmiami.com/news/local/broward-school-board-weighing-options-for-reopening-campuses/2258849/
https://www.texastribune.org/2020/07/10/texas-coronavirus-schools-republican-convention/
https://www.abcactionnews.com/news/region-hillsborough/hillsborough-schools-responds-to-most-frequent-questions-from-families-on-fall-reopening-plans
https://www.abcactionnews.com/news/region-hillsborough/hillsborough-schools-responds-to-most-frequent-questions-from-families-on-fall-reopening-plans
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• “Despite that limitation, the district presented a plan to the board with 
three options for parents to choose from… 2. Do Orange County Virtual 
School, where students do all the work online, also known as distance 
learning.” 

 
https://www.mynews13.com/fl/orlando/news/2020/07/07/orange-schools-trying-to-balance-choices--florida-
order-in-reopening 

 
Palm Beach 

• “Under increasing pressure from teachers and local health experts, the 
seven board members unanimously agreed to keep classes online-only for 
the district’s 174,000 students until the coronavirus pandemic improves.” 

 
https://www.palmbeachpost.com/news/20200708/pbc-school-campuses-will-remain-closed-to-students-board-
members-decide 
 
The US Secretary of Education Betsy DeVos recently told governors: 
 
“Ultimately, it’s not a matter of if schools need to open, it’s a matter of how."  
 
"School[s] must reopen, they must be fully operational. And how that happens is 
best left to education and community leaders." 
 
https://thehill.com/homenews/administration/506225-devos-demands-fully-operational-schools-in-the-fall-its-
not-a-matter 

 
The single beneficiary of this shift is a company who has been around for years 
but the tailwind of “the virus” will push it into national attention as K12 Inc. (LRN) 
is the industry leading provider of online K-12 education.   
 
As parents across America are coming to the realization that our local schools 
were completely unprepared to properly educate our children in an online format 
and that online learning will be the new normal, they are opting to choose the 
most trusted provider of online K-12 education in America – LRN.  
 
As we speak, LRN is witnessing a material positive inflection in their business that 
will compound over the next 5 years as parents across America embrace online 
education.  CEO Nathaniel Davis noted on the latest earnings call that at the start 
of the COVID pandemic that LRN’s “phones began to ring off the hook, and [LRN] 
saw a sharp increase in traffic on [LRN’s] website”.  
 

https://www.mynews13.com/fl/orlando/news/2020/07/07/orange-schools-trying-to-balance-choices--florida-order-in-reopening
https://www.mynews13.com/fl/orlando/news/2020/07/07/orange-schools-trying-to-balance-choices--florida-order-in-reopening
https://www.palmbeachpost.com/news/20200708/pbc-school-campuses-will-remain-closed-to-students-board-members-decide
https://www.palmbeachpost.com/news/20200708/pbc-school-campuses-will-remain-closed-to-students-board-members-decide
https://thehill.com/homenews/administration/506225-devos-demands-fully-operational-schools-in-the-fall-its-not-a-matter
https://thehill.com/homenews/administration/506225-devos-demands-fully-operational-schools-in-the-fall-its-not-a-matter
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Not surprisingly, Google searches for “Online K-12” and “Online K-12 School” are 
at all-time highs and are spiking. This shows the phenomenon is happening now 
as parents across America seek out online education for their children. 
  

 
 
Not surprisingly, school districts are also seeking the help of LRN in developing 
their online component.  Simply put, schools will never be one-dimensional again.  
 
Saying your school won’t have an online component is like saying your retail 
store won’t have a website.   
 
LRN CEO Nathaniel Davis noted on the last earnings call that LRN’s Fuel Education 
sales team (i.e., institutional business) is “overwhelmed” with inquiries from 
school districts looking for guidance in how to operate in an online environment: 
 
“We are seeing more and more interest in that area. And not only for ala carte 
offerings but also particularly for training their teachers in district schools and 
how to teach an online environment and how to put a full program in place, not 
just I want to buy your course. To be honest with you, we're not seeing a dramatic 
increase in I want to buy an individual course. We're seeing much more increase 
in I want to understand how to run a full program.”  
 
This is what CEO Davis said in April; imagine how this looks in July. 
 

https://trends.google.com/trends/explore?date=all&geo=US&q=Online%20K-12
https://trends.google.com/trends/explore?date=all&geo=US&q=Online%20K-12%20School
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Why LRN will trade to $100 in 2020 once investors understand the 
new truths: 
 
Valuation 
 
Despite being the leader of online K-12 education in a time where this movement 
will be the largest shift in spending we have ever seen in K-12 education.  On NTM 
EV/Sales, LRN trades at only 1x while its peers trade at: 

• TWOU at 4x 
• LOPE at 5x 
• BFAM at 5x 
• CHGG at 15x 

 
The only thing that is wrong with this photo from last week is if LRN had the same 
blended multiple as these competitors, the stock would be at $200 TODAY 
without any further execution. 
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How Management is Addressing This Opportunity 
 
During LRN’s non-deal roadshow last month, management noted that the 
company has added additional infrastructure to prepare for an influx of demand, 
“potentially up to 3-4x levels” due to “very strong interest for fall enrollments” 
by making a new partnership with Teach for America and investing in automated 
document processing, computers and school materials.  
 
With good reason, many experts are hesitant about reopening schools.  House 
Education and Labor Committee Chairman Bobby Scott criticized Trump’s push to 
reopen schools stating: 
 
“Reopening schools now, without more investment, presents serious risks to the 
health and safety of our students and educators.” 
 
https://thehill.com/homenews/house/506474-house-chairman-blasts-trumps-push-to-reopen-schools-as-
dangerous 
 
Being the largest online education provider in the US with over 5 thousand state 
certified teachers, LRN is best positioned to capitalize on this inflection in demand  
 
Since IPO, LRN has seen consistent growth in its business.  Over the last 10 years, 
LRN has doubled enrollment in its managed public school programs to 120 
thousand students today.  For LRN, COVID has become the ultimate tailwind as 
the shift towards online learning has been meaningfully accelerated.   
 
LRN’s Oregon Virtual Academy recently noted: 
 

https://thehill.com/homenews/house/506474-house-chairman-blasts-trumps-push-to-reopen-schools-as-dangerous
https://thehill.com/homenews/house/506474-house-chairman-blasts-trumps-push-to-reopen-schools-as-dangerous
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“The number of calls to the call center asking about it [enrollment] is nearly 
doubled.” 
 
https://www.kgw.com/article/news/education/parents-consider-online-public-charter-schools-for-fall/283-
66529229-38ed-4a37-8c64-f5ee9adf70d2 

 
CEO Nathaniel Davis explained on the latest earnings call that LRN is “in the 
business that helps schools and students in situations exactly like this”.   
 
Former Match.com CFO James Rhyu had served as LRN’s CFO since 2013.  In April 
this year, Rhyu took on the newly formed role of President – Corporate Strategy, 
Marketing, and Technology.  In this role, Rhyu will use product innovation, 
improvements in customer experience, and M&A to expand the market for LRN 
and to reach new students, both K-12 and adult learners.  Rhyu recently told Fox 
Business: 
 
“Districts have to also be prepared for a changing landscape in the fall… I think 
really part of that is planning on making sure you have a backup contingency 
plan… I think they really got to think about their virtual learning platforms… K12 
we use a good mix of proprietary technology.” 
 
https://video.foxbusiness.com/v/6169960846001/?utm_source=feedburner&utm_medium=feed&utm_campaign
=Feed%3A+foxbusiness%2Fvideo+%28Internal+-+Video+-+Video%29 

 
This stay at home stock will become more important to the new normal than any 
other stock market darling we have seen over the past four months.  Citron 
believes that as soon as the market acknowledges this dynamic, LRN will 
immediately rerate higher and the stock will go to $100 in 2020. 
 
Exploding TAM 
 
COVID has exploded the TAM for both Teladoc and LRN.  While this has been 
reflected in Teladoc’s share price, therein lies the opportunity with LRN.  Only 5% 
of schools were prepared to educate online and the COVID virus has immediately 
expanded their customer base beyond any sell-side analyst models. 
 
Yet, LRN is still being valued on its old TAM, children who either lived in rural 
areas or wanted nontraditional approaches to education.  
 

https://www.kgw.com/article/news/education/parents-consider-online-public-charter-schools-for-fall/283-66529229-38ed-4a37-8c64-f5ee9adf70d2
https://www.kgw.com/article/news/education/parents-consider-online-public-charter-schools-for-fall/283-66529229-38ed-4a37-8c64-f5ee9adf70d2
https://video.foxbusiness.com/v/6169960846001/?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+foxbusiness%2Fvideo+%28Internal+-+Video+-+Video%29
https://video.foxbusiness.com/v/6169960846001/?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+foxbusiness%2Fvideo+%28Internal+-+Video+-+Video%29
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Consider this – Globally, with 191 governments having closed K-12 schools in 
response to COVID and 1.6 billion children affected, the opportunity for 
international expansion remains massive. 
 
https://www.mckinsey.com/industries/public-sector/our-insights/school-system-priorities-in-the-age-of-
coronavirus 

 
LRN is the highest quality provider of K-12 online education 
 
Unlike the highly competitive industry of online post-secondary education, online 
K-12 education is dominated by LRN.  While there are smaller players in the 
space, LRN is considered the highest quality platform with the most robust 
collection of curriculums and teachers. 
 
One contract can change everything 
 
Citron believes LRN could be at the final stages of a contract that would give the 
company national attention. 
 
This new contract could easily come with the blessings of the DOE. 
 
Consider this – Betsy DeVos praised LRN during her Senate confirmation hearing, 
was an early investor in LRN and is friends with long-time LRN board member 
John Engler.  
 
Potential Imminent takeover of LRN 
 
In June 2020, LRN filed an amendment to the severance agreements of senior 
management in the event of a “change in control” (i.e., acquisition). 
 
https://www.sec.gov/ix?doc=/Archives/edgar/data/1157408/000115752320000898/a52234052.htm 
 
Citron believes that at any time LRN is a prime target for private equity to acquire 
at this low valuation and re-IPO in several years at a significantly higher multiple 
once all of the above factors come into play.  While this 8K filing might have been 
housekeeping, Citron has had a hot hand at predicting takeovers over the past 
few years. 
 
Conclusion  

https://www.mckinsey.com/industries/public-sector/our-insights/school-system-priorities-in-the-age-of-coronavirus
https://www.mckinsey.com/industries/public-sector/our-insights/school-system-priorities-in-the-age-of-coronavirus
https://www.sec.gov/ix?doc=/Archives/edgar/data/1157408/000115752320000898/a52234052.htm
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While America and the stock market became ecstatic about our ability to work, 
exercise, and entertain ourselves at home, many of us neglected to discuss how 
school systems were unable to make such an easy transition and the sub-par 
quality of education delivered over the past four months.  This will all change 
going forward as online learning has become the new normal. 
 
The megatrend has just started… and LRN is positioned to be the key beneficiary 
of this change. 
 
Cautious Investing to All 
 
Appendix – Parents are choosing LRN for Online K-12 Education 
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