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You have rcqucf;tcd our opinion on the extent_ of 
the! j !1~u:r.·2r:cG coverage on loc:ns ins;~:ccd under the Fec<.C'rctLLy 
·r <'' ,-., ("~ ·., lnn'- L'.,., D,· .• , '"'· ("..-:··J·sr ") . t} o ~. , •. ''""'····~..-·-,-.:: .. J!.,.lLCCl •. t.UG •.• ,L- Oc.ll J._CJ':J:Cc.ln I.:_,-' J_n 1~ Cl ... C.t ... ~."l.c-.•.•. l ... 

set fen: t!-1 be J.O\·.". In g j v in·; this opinion, \·;e ha. vc c;..:,':r··_j ned 
cert:ain c:oc'.n:-,snts provic:.e:d to us by Fred C. Loch!:'tcHlD, c;.::::n
eraJ Ccn~ns~:l. In ac1c1:i t:i_on, othc:::.· f2c'cs 11aV(?. bc:cr: p:~o-..,~J:<:-:d 
·to '.~s :i.n cc•!1Vc::r:s:"it.io:Js 'dith ?·1r. Loch:r,an:I and Cha~:Jes Ci·I.::~'C: 
0 -f '-' c, 1··- (' ~ --:- '"'- t l"' v - ..l )'-"~-·- ~t......:.~.,tl:~:- J.,.:. .. 

J 

I. Facts 

"o"'•raJ~~" C:chr,..,ls -L''C (u-,.,G-.""'.10""'!!\ l'r- ., .,_10""'"" c-i··,l·~p /1 " · _C\....:. '-' ~...._.. 1 • .1J • .r-:~. .. C.t ~ J ..__., c .. J .. J.il·- ....., .... :_._ tJ. 

educc::.tional insti tntio:1 a.nd is the lcrsc~;t educaLi c:vd lcr1dc:c 
undm: F:L~:.L. Upon enrollr.1cr:t of a studc:;d.:-., J\dv.:::nce enters 
into a :r~ctail install-r:1ent co~t1~act to provide instructicn to 
the stuc.?.<~~; '.: in one or ~!ore voca tion:::l subj oct s. '.i.'hc f-:: tuc}e:1t 
has the option of paying the f~ll a~ount of his t.uiticr1 in 
cash or to finance the tuition by a variety of means, the 
least c>:pensi \·e of \·:hich i~; }')y obtair;ing a lo<m under FI SL. 
If a student. \dshcs t.o finance his t.uition undE:l~ FISL, J'o.c:.v<l::.ce 
docs not lend him cash, but accepts a note executed on Office 

Of I.'c't'C~'-l'on (''OP") F,orr:> l.L'(,/1 in th,., -·r011!"'J- CJ:: '-hn c·t:.····c1nn"-'s • • .._.., C.L ...... ~ •-J . . lU ..._.. .... - ..... \.:.. c..__ ••• J.L 1. L. .... -· V U .. '--~~'-~ 

tuition. Under t.hc tcrr:.~s of an ~'ISL Joan, the s tudcnt is r:ot. 
obligated to ~2ke any pay~ents of p~incip2l or i11t~rcsl ?rio~ 
to t.hc cx::-,ir2.tion cf r.ine mo:1ths follo•,\·ing the termina ticn of. 
hi·s course of study. 

In order to raise ~orkinq ca~ital, ~dvancc sell~ . . -
st.udcnt loans to banks for their full face dmount 1 \·lith r~otice 

. ' 

.·- ·:.:."';- . 
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.. 
of sale being given to eacl1 student. Since the sale proceeds 
are used lly Advance for working c~~ital, they are not directly 
traceable to the perfor~a~ce of services for the student-bor
rower. l1nder the terns of the purchase agreements with the 
various banks, Advance is oblisated to repurchase a student's 
loan for its full face amount, less any student prcpay@ents, 
at such time as the student either comnlctes his course of 
..,..~...,,/lv c-ncc1"' t·:.-. c'nrollT"'PJ"'.:.. 0.,.. J'c· J_e::_.;-..,,·n,.,tcc} bv ">c1·v···,rlCe .;.Jl.. .. -'-l.z 1 (":..1; .... o:.J .&.t~--:-J ...,; t ...... ··- .. l.- .J ..... ::> l- J...J., ___ • t.:.. J 1\. <..o~.. • 

Since the interest rate on Federally insured student loans 
is subst?..ntiall:y Jess t.han the bc:.nk~; could earn on ot.her 
inves tr;-.cn t.s, the ba:-!ks purchase t.he loans in reJ. ia nee on ·t.'"le 
Fedci.:-al in:c.>urance covering the full a;,·,ount. of the loans and 
thereby I'l•clking thcR ccono:nic investT:-tcnts. 

. · The tuition contract entered into by the student 
provides that, if the student co~pletes one or Inore lessons, 
he is obligated to pay $70.00 plus a pro rata amount for 
each co:;~plc~'.::.ed lesson, com:)ut.ed bv sub'c.ract incr $7 0. 0 0 from 

..... .__ ,..l ~ 

the totul tuit:.ion charge a.nd dividir:g the 1~csul t by U1e nurn
ber of lesso:·1s in t.he course, The excess tuition charge is 
to be refunded to the student. In the case of a student who 

:makes a cash tuition payreent, this refund would be in cash. 
In the :ca.se of a student i·:ho fina.nces his tuition, this 
refund'would be in the form of an offset against his loan 
pursuant to a power of attorney given by the student to Advance. 

II. Question Presented 

The question which has been raised by the banks 
participating in Advance's sale progra~ is whether, in the 
event Advance is unabl~ to honor its repurchase and· refund·.: 

Obll.·aa"'-io·~s··.J-hn.· s· ;.u·c•e~·d···c-"".r:_tll"-c: .1.'1 .._ll.·s l)2'c~t'""n·t·- ·a· f' thn··· · · .. -.·. :,.> "-·-- J.. 1 L. 1....... -.. ... _ .. _ 1..t.::J...C" .. __ \.... .. :> .a J. ~,.l_ - ... .._.. 

loan and th~ loan is still o~ned bv the bank, the Federal 
insurance covers the full amount of the loan or only the 
amount of the loan minus any refund due to the student from 
Advance. Although the matter is not free from doubt, ,,·e 
believe that the better view is that the i11surance covers 
the full an~ount of the loan excepting only such a1:-.ount by 
which the loan reay be reduced by reason of student pay~cnts. 

\·~hile \·,·e are a·.·:ure of the so-called l·~able Greene 
Note, the facts involved there are distinguishable-fror:t 
the present situation, since the ar~ount of the refund due 
the student was ap?arently applied to reduce the nmount of 
the student 1 s lo2n held by a fir~a!lcia .. l in:~U tut.ion. In 
such a case, it is clear that the Fccerc..l insurt:~ncc covers 

... -· -~------~~-~~ .----: ~-~ . 
.... 
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no more than the reduced amount o:: the loan. 'J'hc si tnation 
involvcJ in the present case, ho.·.'evc:r, lS one in which the 
hu.nk has n:~cei ved no pily~tent:, \·.'i th t:he ):es1.11 t the. -L the pr :i.n
cipal a~ount of: the loan is still the u.mount djsbursod by 
"lhe han}:. The remainder of this letter \d.ll be based on 
the as~;m:1pt.ion that no pre-pu.ymcnts have been m2de and v1ill 
address itself only to the situation in which c. ref~nd is· 
due to the student becu.use of his failure to complete his 
full course of study. 

III. Statute and Regulations 

Section tl29 of the Higher Education l>ct of 1965, 
as a1:1ended, (the "Act"), 20 u~s.c. §1079, authorizes the 
COI:-:.missioner of Educat.-ion (the "Corr.:nissioncr") to insure 
student loans made by clig ible lend0r s and pe:cmi ts t re::.nsfer 
of insured loans bet\·?een eli~rible le.nders l)\.lr~;uant to regu
lations pror:n.1lgated by the Co:nmissioncr. Section t13 0 o£ 
the Act, 20 U.S.C. §1030, provides that, upon G.c~ault by a 

,· student bon:o·.-;e1·, t.he Corr.:-:.issioncr shc-:.11 pay to the ins-:..::red 
the amount·of the loss sustained by the insured upon the 
loan. The Section also defines the amount of the loss as 
an a~ount equal to the unpaid balance of the principal 
amount and interest on the loan. . 

These stjtutes arc implemented by regulatiqns 
found in Part 177 of Title 45 of the Code of Federal Regu-

. lations. . These ~cgula tions are· incorp01.·a t-::d into the Con-:
tract of Insuranc~ issued·to an eligible lendei whi6h.pro-. 
vides that loans will be insured· and ac1<linistered in· con-· ·.-.:. 
f6rrnity with the Act ~nd .the regulstions. T~e re~ul~tio~;-·
provide that t.he Conu--aissioncr \·:ill enter into agreements 
with eligible lenders insuring losses resulting from the 

-failure of borrowers to repay the principal amount of 
insured 1 o an s . 4 5 C . F . R . § 1 7 7 . 4 2 (a ) ( 1 9 7 4 ) . rr h c i n sur <1 n c e 
covers all disbursc!rlents made pursuant to thG loan, 45 
C.P.R. §177.42 (b) (1974), and the anount of: the loss on 
any insured loan "shall bE~ t:he amount equal to the unpaid 
balance of the principal amount of such loan." 45 C.F.R. 
§177.42(d) (1974). Apparently, the discrepancy between 
this regulation and the statute referred to ~bove is due 
to the fact that the regulation was promulgated prior to 

~ · ...... ....... 
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the amendment to the statute permitting the insurance 
to cover interest. Un~er the previsions of ~5 C.F.R. 
§177.~9 (197~), an eligible len0er is permitted to tra11sfcr 
insured lo?..ns to ot~her eligible lenders and in the event 
of tl~<EI:;f:er, the insurance covera.ge re:Jains ln full fCJrcc 
and effect. 

IT 

IV. State Lm·r .l'.spects 

If the t.rans<oction is vic·,.;cd solely f~orn the 
standpoint of Sti!te law, the unpaid principal balance of 
the stu~~nt's lo~n couJ.d be considered to be an a~ount 
equal to the o~iginal principal a~ount minus the ar1ount 
of · c!DJ" :refund d'..~e to the student. If: l\clvancc v:ere to 
l!ttc;::pt. to sue the st1.ic?.ent. for the full ar::ount of the loan, 
it ap;:x~ars thO!.t 'd:e stuC:ent could successfully ass0rt the 
defense that he ~as not liable for more than the orisinal 
amount of tte lo2n ~i~us any refund attributable to the 
port.io:n of the cu,lrse ':hich he he did not complete. 

Although it is not clear which State law would 
be applied in construing the rigl1ts of i'..dvm;ce, it ap!_)Cars 
that, t:.n68r the co~~.:·aercial lm·l of r;-,osL states, the bc.n}:s 
could not c laiT:1 r ic;hts gr-ca ter tho.n t:-:ose of Advance. The 
note executed by the student in connection with the loan is 
not a r~esotia~le ins'..:.n.};;~ent since it lacks the specific 
words o~ negotiability, that is, it is not payable to 
order or to bearer, but is merely a statement that the 

k "ll ·-· ~ ~~ I . 1 . ·- ·.-- .--;:,=:: _ .·.--~~'-! .er _·,.;J__ _p2.y _a __ specl":leCl amount to. ;,avance~ ... t -lS unc ear .. 
\~hether the not.e is p2.yable at a definite time and \·:hether 
it contains an unconditional promise to pay. If the note 
does not contain these t~o additional eleGents of a negoti
able inst.ru~.e.nt, it :.s not only non-negotiable, but also 
it is simply a contract and is not covered by the provisions 
of tl1e Urlifo!:":-:1 Cc::-J":-~erc~ic;.l Code. It Cll'".>l)enrs, ho·\·:e\iel~; t#!-:<:!t 
the classific&tion o~ the note is irrelevant in detcrnining 
the rights of the banks. 

If the note is a "non-negotiable instruil'.ent" 
which ncr-ely lacks ~crds of negotiability, it is, never
theless, subject to the provisions of the Uniform Cor:-.:::er
cial Code ou~suc.r.t to Section 3-805, but no holder of 
the note c~uld beco~c a holder in due course. Thus, the 
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rights of the bank· \vouid be governed by Section 3-306 of the 
Code p:r0v .i cling that all persons Hllo aT-e not holders in due 
course tc::.kc in~;trument!'> subject to any dcfen~_;es which '.'lould 
be avu.ilablc in u.n u.ct:i.on· on a si;nplc: contr<:ct or the 
defense~; of \·lant or failure of consideration. In acJ.ditir:m 1 

the provisions of Section 3-119 of the Coc!e t.o the effect 
that the terms of the note may be modified or affected by 

-any other agrec~cnt executed as a part of the same £~ans
action \·lOuld apply in det:ermining the bank • ~; rights. 
hccordingly 1 \·lC believe that the bank \·:ould probably have 
no gre<l.ter claim against c. student th<m Aclvelnce iU~clf 
\·?ould have, and thus could sue the student o:!ly fo:r~ t.he 
curncd portion of the tuitj_on 1 that is 1 the original 
amount leE.;s any refund duo to the student. 

If, on the other hand 1 the note is not a non
negotiable instrument, it is merely a contract. Assuming 
that the sale to the bank under J..:.he purcl!c.'.se <~'JTCS!:H:~nt 
is nn assignment of Advance's rights against the student 
.to ·Lhc ban1~, nevertheless, \'.'C believe tha 'c. U1c bank t.·:ould 1 

as a general rule, be subject to <'lll of the dc-:Ec.nscs T .. :~ich 
tl1e stt1c1()T"1t c:otilc1 asscl:t agcti11st l:.c1·vc.tl1CC.!. 3 \·;iJ 12 si~o:1, 
Contracts

1 
§432 (3rd Ed. 1960). Even though notice of 

the as~_;ignmcnt is given to the student 1 t11is \·:oulcl not pre
vent:. the student from asserting a defc:::.se L'~~~i.sing fro:-a 
the terms of the enrollment agreE.::-~.cn t .i. ts<-~ l f, . i.e. , that 
the umount of the student's debt is li:11i ted t.o-the earned 
port5.on of the tui.tion • 

. _. • •.. ·. ·:: .. ·- - .•.. -.- :. :: .-y_._- ., . -~~~er?:l. _.L3.\·l ~~p_ec_ts ..... - . _ ·--: .. ,_ .. ·- ·., ··'~ 
_. •• .-.:.r::· :':,· ... !:. ·-::/.·•.'._. ~; .... _ .. -: _ _ .:_: .- ... -~_·.:.- .. ::.•:: ,.,.;· .-··:·.-./·. ·:,_:·,_·.·_.-. ·. :·-_;-._- . ."~:-.' ::_·:~:.·;:. _:-. __ .;. ~ .. -... :-· ·_._-_ _. ...... :. 

_ ·while the liability of the student and tho rights 
of the bank and the school on the student's note are governed 
by State law, the question presented is no~ one of State 
law, but of Federal law. The Federal govern~ent has under
taken to insure studC!nt loans pursuant to its m,m stc~t.utes 

·and regulations. 'I'hese st.a lutes 2::d reg'J.li! tior.s c::.re ir.1posed 
upon c.n existing system of State la'"' and econo::tic practice. 
In construing the Federal statutes and regul2tions, it is 
necessary to take into consideration the full economic sub-
stance of the transaction. 

When considered from this viewpoint, rather than 
-from the vici·:point of State laH, it appears that the bank _ 

--- ·---:----------~-. :-- ....... -- ... ,.,._.,.~ 
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is really the lender in this case and should be ent.i 1~lcc1 to 
the full insura::ce protection. \·ihen a student finances his 
tuition ur.Cier FISL, hcvc::-lce neither ir:-c:ncdiatcly disburses 
nor receives cash. Nevertheless, j_t requires funds in 
order to o'~r:-~·?.'·n - ~o. c·--.~--~~,..,c- ~-'1---t_,.., bv c-,.,jlil stt,d 1 '· lo· ns . . .::-' ·- __ ~ ._ _ u1.. '._, ~-c. -·,. -" ..... , __ ,,. . ... .:.> c. _ •. 1 g . _ . e 1 L. u 

to })a n'·,-, 11To··n•·nr ~.,.,.., ,..,rn·rl·c;cyn<· of ~.;r: c F R r-17'7 G(e) j;.; .. .:.J. .·.-·.,''t-·-t l....t.a.\.:.;. .!'-'--.../\, OJ ...... .t .. .J tJ • ' •• ~ • 

prohibit an educational le~~er from transferring loans 
at a discount. 7hus, the ba~ks which purchase loans from 
J~dvance arc rsc:;\.::ired to i?<::.Y the full amount of the loan. 

l·.dvance 1 s p~actice is not distinguishc.ble from 
the situation "i!l i·;hich 2. b:::.n}: nakes a loan directly to a 
student:. '•.':1o t:--,c,;:. p::ys cc:.s!-! :-.o a school for the uwount of 
his tuition. In such a case, the student is clearly in
debted to the b~n~ for the full a~ount of the loan regard
less of whether the stu~ent is eligible for a refund from 
tlie school. Fro::, the ~oint o:f· ~ric\·.' of the bank, the· sub
stance of the transaction i~ the present case is the same. 
In !d.ther cas~, the £t:.::C:s e;~e not traceable to the perfor
mance of ec:iuca ticnal se:::-•.ricf:S on behalf of any particular 
student. In eithe~ situation, the bank actually disburses 
the full c:_:::;OUI"!"t. o: t!--~e lc;=.:·! for tl12 b.:::nefit of the ~.;tuC.c:~"!t. 
The only C. if :C e: r e ~ c e i s t }-_ ~' t 1 in t h L! p 1: c s e :1 t s it: u at: ion , Ad-

II ,- ' • vance pe~~o:::-~s ce~~aln :~::c~ions which would otherwise be 
Pe ~--f-or~--:.d n'" .;-;....., h;-.n'.r ~""'-..... 2"' .:t"nvec'·.:t·a~·t:"·J·nn of tl•"' c::ll~'·,-a,en+-'c:: .L.- J.&.._. ;[ _,~.,_.._ J,....;_.. ... '\.I --.---· -V "''"'., -UL ...1\....-t ·-" .. .._ ._, \. - -

credit a~d p~o~ess~~g of the insurance application. These 
mechanical C.etails 1 ~8~ever, do not affect the fact that 
the ba!1k disb·...:rses the loa:-: to finc:nce the student's t.uition 
in each case. Because the substance of the transaction is 
the sa.r:·:e 

1 
it is ?-~?~~e:·:'..: ~l:=:.t in e2.ch case the real lender 

is the ban~: aT!d tJ'!e rec_l lcc:.n is the disbursement of funC.s 
._ b~ the bank. Acco=di~gly; the asou~t of the insured lo~~-· 
:,.-::.·-~~shOuld })e ·the. s·a:::e · i11· ec.c?: case, . .j_ .• ~ •· j · tl1e · the amot1nt- of· ·. ·- · - · 

money disbursed by the ba~k. 

RegarC.lcss of the rights of the parties under 
State law, it is clear t~at, £ro8 the standpoint of Fed
eral lai·l, the be.;.::~ is t:-"e le::C:er a~1cl the 2.r:count of its 
disburseDcnt is the lo~~ ~~ich is covered by the Federal 
l.•nS'l.,..~nce l~....,C,~,~ ~-'hn ~,..,.-,...": -:;1 0.,-,S O.c ~r'Ct; 0'1 1:30 (h) of t"ho -~ .L- L~ o .. ~- '- .. - :- - -.J • - ~ -· l • .o. .._. L' - " • "-' - d ~ 

J~~t, the Fede!.·a l gc\·e:::-:-_-:-.f:::-,t is subrogated to the rights of 
the lender u~cn ?2~~ent o~ the insur2.nce claim. It appears 
that the obligatior: u:-1c:erta~:en by the Federal govcrnr.:c::nt 
is to fully rci:::-,~:J.rse t:.:-:c ler~aer for the amount of the loan 
and to step into the shoes of the lender in any proceedings 
which may subse~ucntly be brought under State law to collect 
upon t.l1c s tuc2:-i '.: 1 s r:otc. It is "-!)PcJ rent, there fore 1 that 

, ·. 
'· .. '"- .. - . 
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. 
there arc t\W levels of legal obligations involved in the 
present. si t'-~~lticn, tho;;;e irn!)osed by State 12\v 2nd those 
impor;ed :)y r,u3.erc;_l la•..:. under Fedt;::ral }a\·:, the govermr.cnt 
has U!'lC~.c:::-ta}:er:. to prot~ect: t·hc len~1c~;:- fro::t the :risk of 
default:. on stuC.ent loc.ns and to accc~pt that. r.isk itse:lf. 
Vic·,·.·ed in thi~~ Lanner, it e1ppears that th0: Federal inst~r
anco cov·c~rs the full a:::'.ount of :che loa::. u:·!rcdt:<cec1 by the 
amou:-!i.: of ai'!y n:fund \·:hich nay be due to the stuclenf. 

VI. Conclusion 

'The real question is not the rights of the various 
parties nnc">:;r ;:-;t<~Jce cc:-.:;c.ercio.l or con,.:.2~act la\·.', L1.1.t. the 

l)l~O'J::r const~.·uct.io:1 of a Feoc}:al st~t:ute and :rc-:c;ula"cion, ~ • .. ..J 

tlie pul~?ose of \·:hich is t.o guarantee lE:.::c:.e::::-s 2nd. t.hu~,; 
facilit~te cre6it td stueents for educational purposes. 

;It is cl~ar fro~ the legislative histc:::-y of the Act that 
t.hc intent of Co;:g:r:ess \·:z,s t.o il:vol· ... -e b<:n:-~s anc: olhe.r i.in
anc:ial ir;:,"c.ituJ.:..io;•s in r:-:a:~ir~g lo~ns to s{:<.::1ents through 
the vehicle of provid~n; sovern~cnt insu~ancc of the Jnans. 
Sec, c.s;;., s. P.cp. 1\o. 673, 89th Co::g., lst Scss. (1965), 
) fJG:;, tl. '' Cc·..::,., Co·~n ,. '•ri:-~l·l.., '!-.'e··'S p t.n=-q n·t c-r:·a • II n ·-· ,..,_., .v. ~..._ ... c •.l'J• (;( J· .. \,..4..!. •• ·• .1.._.\l 1 _• ;""'~""' ..... v...:...-_.•1 ,J\.• 

Rep. No. '1319, 90th Cong., 2nd Scss., 1968 u-:s.-co.de Cong. 
[, l~d;'1in. l;c .. ;s, pp. 3116, 312.:;.-31. Li:~e !~:Dst cc:ucation<::.l 
lenders, Adv~nce nust sell its stt:<~e::t lc~ns to raise 
working capital, a situation ~hich is co~tc~?Jated Ull~cr 
applic&ble regulations and has existe6 ~or a substa11tial 
period of tire. This method of educat~o~al financing 
facilit<:t2s the purpose of 'che l'~ct by :rer::Oving the ac}r·tin-

· ... ,i~trati;,:e bun~en of mc..ki:r.g st.udent ·loans £ro::t the banks, 
but the substa~ce of the transactio~ reveals that the bank 
is as DUCh the lender as in the cese in ~hich the loan is 
made dil·ectly by the ban}:. The full insurance coverage 
by the govcrr:r:ce:nt is cor!sis'c.ent Hi th b::::;th the subst2:.ncc of 
the tran Sc!Ct.ion, the lcolicy of the ;._ct a:-:d the ?rov i sions of 
the regula tio:-:s. Therefor-e;, '\·:hi lc the ::-.. ?. t~:.cr is not. fn:?e 
fro~ doubt, ~e believe that the prcper i~tcrpretation of 
the resulations is t~at the banks a~e lenders entitled to 
insurance pro~ection and that the a~o~nt of the insurance 
covcr2.c:c is tl~e a;..ou!l'.: dish:.:::- sed· b'r' t.!':e bank rainus an\_· ac-

J -

t.uc.l payr.,ents recei vea. by the ban}~, but not reduced by any 
refund due to the student. 

Very truly yours, 

. --------~ z---~---------···""--~--

Dow, Lohnes & Albertson 
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.7\sso~iote Ccr1 ~i.~,;~,;ic1t:c~r 
Office! of Gi..1C'r2r:tc~(-~(} St:u.~~-Clll· I<~·:lt~s 
lX'[.:l:r-breni. of ll~~al L~, Edt.1Ccrl::;_on and 
. v:cJ far.e 

p,;.},j ··c' ::->'1 ,:,. .... ') ... . l j J L-l.- , D. C. 

D2c:..:r He. l~ohl: 

20202 

l~ qu::::;tion ar-, tc t.hc:: e:x l:c-:n'.:. of th<:! ~JUPX<m b::e C0'.'c:j_ns; fc ::"~?ral Jy in sm~cd 
c-•· ,.-;r,, ,_ ]r-:-·,·r< ("l:'·j··srlt) }·;·r.· 1''-""""'· ,~;c.,r.rl ),,, ·-~,(> r·r--·.-, ... ,1. );1J i nr":,_,., '(' ,,\.., '1 . .,-,J-'->l.l"---1'- .......... _!.~ .. , -"·-' -"-~--1 ~.n~·--·'"' ·-'t 1:~ .. - __ l. ....... c __ ..... c. ......... r"' \ ... 0 c. ... c. _ 

\ •Jl.· t'l' L·:,cl·.~-,-lC'C• c,.)-,r,,l<· Jr.r~ ("l·a1 ·\;--,;1C'"'
0

) .a. ... -~..<.:..~. ·-· l).._...,_.~.._,_.,_ -.".>f . .;.l_..c .. C."" ·
1
- • 

'Jhi.s J.cti:.c:_;: \;j.JJ c:·:.::x:~·.i.b~· th:c: c~-,:::~:cJt-.-i.r.:·;-:-;J_ p:r.c:c:;:·(·_"·-·:~ c:' J.r:vc::nu:~ '•·'5 'cl·1 
J.:t:~J.<.(~:~o:! ':o cc}-:cct~ r;tt<~'i~;.nt:-;; ·.,.:h:.) p.:;.ri: .. i.ci1-:<·i:c .in ~c'f.--:' c:;,:2: :-:-<···{.:ee:c:. St..__· .. :~.":~rt-
Ir.xm Pro::F·:·_,.,,, Fo:c yoi.1x i!:f o:cm=:tic:1, under s.:?:_·>~'.}~c'.:-.-::, cov:;r '.-;o have:: re-
qttGstcc~ t.'rJc.o 1::1·.\' firm of: De<.-.', I.oru1oo.> [, lllt,·::o.d:.scn ~.:.o s::n5 you its ilisc.:.s~.icn 
of t11e j r;s1s-; 2.0.;d i·he fhTn' s o::n;cluc>:i.onury vie-.-;s. 

\·:hc~Jl a stu:1cnt <:·.p;,'lics fOl~ cn.ro1lr:e~:t at 1'-.C.\-?.:.:c'-~, 1':.·2 s:i ~~;·;s 0. ccntrc:ctu.:ll 
oblis;aU Cc'l. v/c1ich ~;t.ipulc:tes the tu5. tion asrcc.::n:::.:-.'.:::.. (E'.c.c· E>::1ibit "A") . 
A paY\:: of tl1.:-1.l·. <~.gn::0~~·ent is t.he tuition ref'l:nd p:,] icy oi: l~s.\;2102. This 
is an es~:.~-='nt:i <~1 par\.~ of th8 t.,_lit:ion cord::ruct fc:c t.l·e st-;_::i2nt. \·'i.~,o rer;·i ts 
his tt:...i.t::.c:·1 pri.or t.o tb8 co<.~-:-:·enC(:ol:-e!1i:. of h_i.s b~zcir:i.r.g. If a stuc:2nt i.s 

\.uy>blc to '··'lY c~c·r1 -'-or hi"' C"urc·n r1 v·>ric~-" o-"' -r-;--~,.,. . .:..;r': .-,1-o--,s -re .... -,...aiJ-a -
1

.-..._ C .... :> .. J_ ._1 -· ~)-C. CJ.. "-·.1 J... ,._-J.~"'-•'-_.__,.:_; t---(._.., ... 0.- <:.4\ . 

~1~le ~-o l'~'~ u·,~, l'""c·t CCOnO·.,..u'r-.:ol C>f \·'11~r.;.., (to+-~·:,:::> cJ·;•-·'-,.-,'·) 1'5 l'J..--cL-W-1 \.... l_. . .tUt .lt..:..- 1.~·.::> , I ..l \,.A..-.o~ , J~-.....~J.J \.-1.- .:.>l.-~_.~.c..;.;..-. . L.J • 

Should the sttx:1ent c:.ssire t.o participai:.e in FIS:!:'_, [-,c· o:::;::r:pletes all the 
fon,B ''s rcrJ'1.ri.rcc1 by th~ PJ:og:r:a::t. (Sec att..ac:--:c::C. :~x;·jjyi_t.s "B", "C" 1 "D" 1 

and "!.::"). Jn <l(.rJ}:t.:i.cn
1 

\,\-; r0~P2st. t.1:::; st1..::~-:::nt~ to cc-0l:~t.e a Pc .. ;er of 
"tt ---7 J\co<-~ r·T-::o't· f '''l (c·~--. ~t-t·~\-r:; p,.~-~'..;t "''") i ,~,~~r J-'h.~'· 'r,r•]" t·; OlJ:·.~~- ,'•'-'·9-l.l_.>1 .. Ol•·.. ~"-"'.:. '-''· c1.....,:.X·. 1"--~'-'--'--'-'- : . n C-~·c.O- u;::•L S .. :..:>c.l.Ct 

the lo.::m b·:..! <:.pprovcd, 2mc' s!x.'>uld tf:e ::-::t-..;::s:t' s .=:.::::;.:i\·c s'c·~:.-:~e.:1t. stc.'::us 
C•2me for c:r1y rcc:son p:ciur tc cou:.-~cf! cx;;.-;)JC:t.iC:1 ·.-:iU: a '..:t·,i.t:ic~1 ref:'i],r,d 
Gl.le, tl~e str:.;:"!.cnt Is D.:~f\J.C':d rrif;:·!t l.x~ c:.pph.cd to rei~ u:--.:_::,aic' ~.:;.:i.;-:c:i-:_:::aJ. 
b

:•l"'''C""" ""' '! rt1..'C1 "'l~~- l'J''"l·J·-··;~•":11;- e>.r.f·,..,r·'-~·,ely. ir1 (~,--~.">1' J-~1".:... 'tJ•·"' 1"'"''1 u (.uJ. -~ 
1 

t.-lL:> C 0 .._ \..::. 1.._ ..LL.: _U.}ll._ ......,_, L':J... _,_._,l,.-_:_\ ........ 1 - .J...L...--- W -~l.- .......... _..........._..~..... 

.• .'! .,.,1'\ 1 _.., .r ~ 

-~ 

' ' 
~-----· · · -"· · .... , .. --~--{ lt~:L-,:J 

•, 
'• • !..: ~-

A("o'Jt .... ~:t. 11 h·,r (~,,. l~~-··il -!i:ir ... · {'4 4 ..... ·1~ .... : ..... ,, (. c c.,.:;·.~ .·.1 •. ' 1i.-~P< f,!L:~~Y ('/ot:;·,:-:1. v:'l" .. ~·.,.>: .;•,. 
T (: r ( ~ 
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D2cx:::J.::·2l~ 23, 1974 
Pc.g2 'J\·.'() 

59 0 0 I< 0 R T H \'.' F ~; T H I G H \'.' /1 Y 
CillC/-.GO, ILI.II!Ol~; GOG~31 

baJ 2:-::;e r:-~ty l::.c. n:,~·...:.ce~. 
))2 ~:lie r·ecit)~kc:::.J:.: c.f e!~ 

1_::0.·.\::r o2: at i:o:o·1 sy tLo st.u:Jcnt \·:ouJ.d 
arc: o;: t!·12 c;):iJ1.1.C:1 u,::,_t_ U-:0 <:Jssis;:-J;nsr:t 

o~ p::.-:,:;:::· of ,-,';:".:o~::-::sy c;;-~cl s1:;::s~-r:,nt c:~);:-;lict::t.i.c:; o£ rcf-c.nd to rcC:.uc:c tJ:-:~ 
u:·,::-a2Jl }::}:~..!!2l}~ ::1 f.:-? }.c:::ce o:: th-2 lOc•l':S h?S b::-:::r. sis_:-r::al in U-:2 n;:~~Jct . .iC::"J 

of c,::;fc.ult, s:) \·:2, ".:.f-2:~~~fc::::c: 
1 

e.r:co.:r<:.g2 '(2·_-:;; 'i-:;rc~.:e:cU.c:1 of Lo'~h th2 S'Dvr::.rn
rn~11t.' s 211U tJi:; s:~t!::snt:. 1 s i:1'!:err:st.s t!rro:..~:g~ stx:~r! en c.ss~g1~-rc.:r1t. 

.; ..... 
.L.- l 

FISL ou:::- lc:~1ir:q fL.mcticn cli~bu1.:sl?s t.hs 
e:7r.:•,nt o=: t:--,:: ..LC:':.'1 2t Ui.?. u.;:.:.::s·s'c o:: t.h2 cc'::.:!:se: 1 s0 tl1~t tJ·:-~ s tt.::~cr1t. 
}:.c; c:;a:)led to ;:cet r,is ttrition p2yr:-ent obEg:::~-:.:Lon stipu1atc-d in his 

tuit.ic-:1 o:i:1t.:::-~:.:::t.. 

full 
Lirjht.: 

In o:::-C.::::r t1:3.~::. c':.r,-:>.r sh~:b:-:-:..s rri<j1t.: b2 sird.lerly ~;ervsd c!.nd Jd:3.t cash fm~ 
o-x:- l2niliJ·:g fc,c:~ic:-1 L:.g:·1t te cbt.ai.r:e:1, v:2 sel}_ t.L:-.::se:: lo:::ns tD cc:r:.--rercial 
lc··Clers F'..;rst:::;~:-1.: t.o tiE .:..::::::::..:~·::-;:; o;:_= <~! 2~;:-:-e:e:-,..::!1'..:: c3rc::·,.'Yl }):O:'o:.·ccn i,-:~··:<'.r:r:e 211:1 

tLs o:.,:·~.-:::::::-cic1 lc~cer. o .. t.r 2-.S<ree::c;-:.t.::.; <.:.re:: ::c..U~?"- -:..::!::.C~'-'·2 5.n ·U:?..~. the:v 
pro·,•ic:~. _fc::.: c;,;.::::- re;::·~:.::-c..'--:?..se of t.~i2 lc-:.';ns ,_;:::r::>,-1 t~12ir ":;-:at\~e.;t.:l c:·1". "Y.::.-Lnrc.tion" 
for r_:'.ll-p;:;::~~:s o:: s'..:::;-':. 2'.~~::-c:::..--:::::J!ts 1 is tJ1?..t :_::.oin::. in ti::·e thirtv (30) days 
af'.:cr (i_) a st'..:.:\:o.:--:t 1 s sr~-..() .. :.::~U.c-::-1, (ii) v:it:-.erc:-·;2.1 frc..n tk: com-:;2 by U:r:: 
stt:c":ent 

1 
o1.· (iii) t.er:-;-.i.rc·::J.o:1 o£ t.:·:(~ st--.::5.'0:.L"-: 1 s E:n:coll;:cnt by ;,:::,\'<::,~;...:<:::. ln 

tJ;is \·:::,y ·,;e v:ill s2vic-::: u..1t th2 ncte c-.:1:d, f:t:;~th::21.· b::.\'2 fu.u:d t.'"lis ccn-· 
(c..s f~1~ c.s t1v? fjtu-::::;nt i:::- cc::"'!cel-;!(':.C1) to fc~cilit.~tc sist:r:.::cy of cc:1'7:~i·:::: 

re:;:x;y:-;·ent, t.ht.:s, r.;2"..ini re-.:::·,.-cin; G'~::c..ult. (For a t)-'picu.l e:<a;'.i_=J:l.c of em:· 
c-:I·::~crcial lel·!C.srs se::= Ex'lilii.i:: "G".) 

Co!10:):-;i t2J1t \·:i tl1 ~.:..:.~s scle is tft.? l)~Cx?t. ncy::-__:_~ic~tic:1 
J,(~·,Je.r,c.e of tts t.ra:-cs£er o=: his lee;:::, i;1£o:-:-:ir,s h:ir.1 of 
\.;ho:T\ his lo2.!'1 ha.:; b2n t.raJ:.sferred (s<X E:-0.i.bit 

11

H") . 

to th2 stt.::::snt 
t.l12 lenC:.er to 

0.1r not.i£ica.tic:1 to th::. student of th2 ·i.:ra:-tsfer of r.is lo:'n h; t::l-.8:>:-0'..,~h. 
At tJ-:".:~ ti,·:c o:': t.f-.e st-...::.::.~::~IJ..:. 1 s a:_.:plica.ticn fer r·ISL u: pru,r.i.c~-~ hjJ~1 w.H.h a 
l:cd~lst c:c- :::;::::::-:::.b:..:~s t.:.-:::. lc~'1 pros;r<:.:-:-~ i:: c3-.:tc.:i1. In o~rr c f: forts to rt::c~t.::::c::; 
c1ef<,ult \·:e n.:-:.-::1 it b?.e:'icial to .i..:·::.'o:::-;-.1 t!-::s s';:.i.J:':c:::t. cl.c:=:.:~J y a:-::::. in scw~ral 
\·.'a)·s t.hc~t he is c:;:-.:ply.ing :'.or a lo.:o.r: an::.1 1:st a ~P--2T•t c::~,-=1 t.l:c;.t. :cci_)<l)'7if'~J.t is 

.. -:--. --~ -· ··- ·-~· ' .. ·.:~-t"~ . 
< .. 
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l·'lr. l(ermr~th A. Kohl 
IX::~Th2r 23 1 1974 
Pas-3 'fr..ree 

.. ;.-~r·!"'t., .. _.,!"lr .. (> c:,-: .; ... r._!.~ 
C:- .... , • (. .. .,:.. 1- 'C:J -.:,.! .. :. e.~·: . ..,....; '-·'I ... I 

5S00 tiOR1H'.'.'EST 1-\IGH\'.'AY 

C H I C A G 0 , I L Ll t~ 0 I S C 0 6 3 1 

t d 
L\, t,.... I • ~- ".:~ •• ':?_ J ""' J_ t 1 ts 

0 

J-ezpec .c . x o~ ":er, '.·.-e'' E:r-;c:•zas;~ ~ _ s c.:.::-2r: ,_ o r.;e:..::e prc::Day;7en -c prJ. or to 

the ezp.i.rc::i.:ic:; of th-~ s-;:-c:.c-2 p::=rio:l r.f2C<::'..:se this 1 in realit.y, benefits both 
the govern:-112:-lt c:md u·.e stt:·.:':.e.::t • 

0.:1e of th:~ vc':-'J.cler: fo~ t . .'·-:5.s a.--:r:-.:r:.:.;1icctic:1 is t:h2 attachsd tc:ck1et 3:eferenced 
above. (See Ezhibit "I") You \·:ill net.<:: tr.~-t e-n r-a~e 3 there is the 
s ta t.er:t::.n t ~ 

11 •• It is yo..::.r c~lis;:;:H c:-1 to J~eep ','c;·.rr 
infojiecl of c:l.:::~s2s c£ c..~_±.-e:;s, sc.::;!0:;1 i\.fter 
the expiratic..1 c.~-:.e o~: co::-;?J.et.ic:: oi: yo-o.r coi.J:::::Oe o:c Ki thclra·,.;al 
fran tl:e sc::c.ol, .,._.;.~ cl-.::o'.:cr cu.es first, you r:.:~st co:1tact your 
lend21~ to a:r..--rc:r::;e for · re:t::-;;.y;·~ent of the locm. " 

Finally on pc:.ge 3 , . .-e info:::J. tl:e stt:..::ent: 

11h11en rrZ:.~ing ?2,\:-,·c:-.. t.s to yo,lr le:r:::':er it is t-::-st_ to tss a _p3rsn'lal 
chec~( or r:c:-:ey c.:::2::.~. ;.j_i d-:26~s o:c r:-8:-;sy c;:;:5.c:l.;:; sr-~c',:l.d w rcace 
pay<:J)le to tJ-::e fL."'1c:.:-;2ii19 i.:sti tt:tio:-1 in-.:licz:.t.Ed by A. S. I. ... 

11 

I 
\·lith 
inferred 

l-.s you cc:.1 see 
1 

the st::::s-:t is a;?;_):dEed of th2 r=otE::-;.tial o~ dealing 
e1 lender o'.:±.:::r thc:.n l.(;·;~::-,'22.. ':f.r:.G!, 1..'fC1 tJ-,e ac :.u2.l t:n::.:,sfer, he is 
of the ic!.entity o:: t:I-,e le:-;:::=r. (:2x:ubi t "n") 'li1us, ill':'_/ pre?3.YJTE:nts 
rra:'le by tt.-2 s"c...:.C.ent c:.r-2 se:::::. to tl:e le--"':-.er l:olc~>J.S :-:is lc=m so that his 
unpaid pri.-,cipal bala;:c:e ;;-isht be 1:-ecc.::::ed. 

In the interest of e:-=?:::-:li.o:-:t . prcx::essi!:·:- of c.ny !_)~~e;x,y:-:-e..-:.ts by stt:.~2nts, 
\·,'e have sc...~s::::.:::--.:·~1-:.:ly n:::·.'i:::2d L"-:e c-:::o\·c: ::r:-e:fcrs:-.'~d ::=-::x:-:-~~st to n~0"€st that 
st.t:de..c!tS C.sal Cirectly ·.·::.::.::1 _=,_-:::vc.Y'.ce ra~,er.- ti-::::::1 tf'.eir J_s·:c:er. [See Exhibit 
11 1 (a)" J Our e;q_::>::=riel:::e 1:=-s cG.:::-o:·,stratsd t!'le..t ....-e C2.:1 r:ore efficient.ly 
collect a---:0. rejTit to tr.:2 ls.-:cer holdir:g tr-.-e st~s..'rlt • s lcr.m tha.'1 any altel-na-

ti Ve rretl:o:l. 

(f:._:e tO S'!'2.QUati011 1 temin
~ .. ;e ~e~·--:~c~::~-e his lo2"L'1 

stu:le.nt 022S,2S to te ~'1 acth·e stt:cent 
J-_G.\~a:ce, cr '.-::. ~ .. ~..:-c:.-:al f::.-c:-:1 t:.:-_; cx:··· ... rrs2) 

\(ne.l1 the 
aticn by 
fnxn the le::c:er. s:--.c· .. :ld -.:i ~::::;..:rc:,· . .-2~ or te::r::ir:<:tic:-1 cx::c·.:..~.- r:.::::-ior to c-.:ql'2ticn 
of ~ CO'J.rse, a ref'..:.::::! o::: •.::..litic:-, is C::.:.e tr,e stt:C:s·,-:.: -.:;:_:.!:s•.:.~.nt to the terr.s 
of tl,,.., td. tic~ ce::1t.rac:t. i-.s i:E.'1-!:'.ic>-:e~ 2':;:o·:e, ::ece..·.:se o:.'..l.- stuC.s--:ts g.cG.J--:t 
us a ro.-:-er o= attorr.ey, ;-."e r:c.y c!.irect t2-".2 refc:·.::l t.c tl:e ur:?:?..id prir.cipc:J. 
b:1la'1ce o£ tl:e lo:::_n ~c."c.I-.e.r tb:-.. '1 cirectly to t.!:e st.<..:.:?.-2--:t. In tJ--..is n-.c.nr.er 
the refund is act'c.ally a pre~'\..'3.}'ITe.'1t by tl-.e stuC.ent 1 . f~cilitz:.tc..-d by our 
ad.rninistrati \'2 pro::eeures. 
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D,id n~r tte fiHh rro:1tJ1 follo.dng U1<:~ cc·:::;sa.·cion of the ~:Jtl.::c:c•nt' s c:.cti\cc 
si:a.U.Js 

1 
\:c sc·Jx1 h i.t;1 a re;::.·~:yT:;:o!Tlt scb2~:uJ.(~ rc•(!,U2[~ t:iJ;g Li::; s.i ~;;;s.tu:rc <~nd 

the; return of tl:-:> ~;ch~:'CuJe. This :!.·cp<'~y:-:-r::r:t. f;ch::.:c-:ulc-:: il·;c?ic~c.c:s -cr-~e 
or:i.gi nd. a:ro•_r.,t_ o::: i:.h~ lc<Jl u.n;J un:/ <i~:·ou; it by \,·; 1ich the t.:.Lp-eid l.xJ.c::.:-~c:c 
(oLi <Jir;.a.J. <'t-.:~;-,rnt) i-:-ay };::;ye:• b-:::\:'11 :t:r.:.:c?'..:Cc'::.1 6:.:2 to prcp2Jrn~nt. (Sss T~·:hi':;}_ t: 
~~~)II) 

At the bJtY.: of rc:p .. u:chc.~::c 011d s~X'Jscqc·:=nt ;T..:;.turc::'cicn 1 ,\dv::.ncc ~.::C.>...!:'JJ c:::~: 
out U·ic locin, but if ?.dvcu.1e2 \·;2rc Lot to rc~lt-s:cha:::;e th::; .lo::m for c:.::.y 
rc2sc:1 \\'hatse>~v.::·r, the-: ccy:;:le~:cic:.l J.cnc::crs v;o\.iJ.d need to :::orvic::::: c.:-J.t 
the J.o:-J1, utili2i':g u~c:ir u.-.11 CX)llecticY'! ftll1(:tions, or oti:2n1isc: pnAide 
for su:.:h ncu.:::;sc:u:y c:ctivit.y. 

rp};is I tJ;-:-~11, (L;sc:l~i ~~·2::) t 1 .. i~ r)?_~:t-~ic].p:!ti ()!) of l~c1\'(11!()'=;. C.·.r:O :l.t~s ~~t\.·(~errt:.s in • 

UK"! 0-Erru.nt:cc:d .Sh'.J::nt L-:.:-:m !-:>ro:.;-·~2.' 1. 

Although a qn~~sticn has }:;s,?Tl rais~d by ti:e cc:rm.=~rcial 1orc1r.:):CS c;lx::r,:.t th2 
extent c·~ tl::-:! Sf'-b.:r:<mtcc 

1 
\·:c feel th?..t. rs\·ic·.·.' cf tLc lc:'s;i;,;l_aUu-!, '..:.'!-':2 

le~ri:~lut:i.vc~ hisU:.::y, th3 I"CS<.llo.t.io:-:.:_; 1 C:~x1 O'J!.· <:c1rui;-~5.si.T<:U.v-2 pn:x::ec~_t'.:r.-cs 
e:mE>i-.\~1:-s rather i:l'1an ad:s c.ny question o£ tf:~ e:-:b::nt of tJ:c; g1..~:.rant.c>e. 

Quite o!_:,vicusl y tl1e intent of th·2 prc~JI:C...'T: \·:as to fac:i.li tzrt1.: tzru \'2..2:ScU 

stn::~2nt access to p:)~tf~cconc1.cu.:y cc~_t:-:::zot.i.cn by rc:cdnc::i .. r:g finr:cr:cia1 
irrr:-2c1iJn:::rrC.s. 'l'his ",·:otlld })2 nca:.T~·~}?Jis1~-E·d i:·}~ ir:dt:cir1g -c_:-;:; e:·:tc~;.2ic;) 
of c:cc<.lit to stuc~c=:nts fcir cdu:::::c:tt:i c:~l r.-:-::::13 hv cc.~·cr~1:ci.<:>.l lc.:-:cc::::-s . 
l~u.lizir::; tl12Lt .th:-~ fix-:;ci. lc.-: yielc~ o:.: tl:c:: 1o::;_r: no'.::.0 . .:'3 \.'.:Y.:L: r:ot 1 in 
itself, provic"ic: inc-::=.:1ti w~ c:cnc1 \\·o\l1d l:e ;:c~:-c.· J.i};:oly to c::i.~cc;;.n..-c::.se 
participation, the Co:1c;Tcss rlod t.o provide Ux.~ lcndir:g cc~iTr.\.C:1i ty \·;i t.'l) 

an incentive, c:m::l U1c.t wc:s tl-.e gu.:u:<121te·2 the:'..:. there \·:oc_~:Lc·: lx~ no 
capital loss CV•2::C su.stv.im~c1 by a co:::-re:rcial le1K:.~r . 

'.I'he Ccns;n~ss, in its \·:isdcm, also realized tl:.c::.t. sc:x~ cr..'>::::-</~:ic:nJ. in
st.itutio:!s ;-;ere ci t.L21- in lo:;c:-<t.ic:·,s r:ot f:co1~vcd by c::::•:;::Y:l~i_a} lc;:cors 
o:r thlt U:c lenc:ers in v. pctl.-ticulc.r lcx.:2tion \·;c:re Lot c:(c~·~:-c:~'c.clv 
c.apitaJ.ized to fin<:t::.ce tho.:: stuc"!.cnts of t.:-;::~ h:stitutic-:1. in z-,c-:c::it.ic!:, 
the ho:rr~ sttdy c'li.vis:i.ons of collc~;::s 2.s v:cll e1s priv.::t-~ !:c::rc stu::3y 
schools have stuc!cnt~: \·::1o rcsicc; in cli~-~~::~:-atc rc.::.i:.s o:: -r:· .. ::: cu .. ::·,t:::y 
and abroad. •rbcse stuc:cnts, in p::~rtict!..lv..r, \·.Duld havo C:iffic..··rtlt~-l 
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c.~.g3irl (;i~;~~-:~J .. 1.c-C:_ L~/ L-:e s-L::~~(~_:!tsc. ~rl1is 1~-:;f_:.cr~t:_u.l C~:.:-=~-.crL~e::-!t. \·:c~:] ~J-~s 
:r~e:c~·~_j_.rr.~;~;~~~-:.:~ c~ :~~;, c~_: ~ E.:cc. J.77. 6 (r.:) t.;~.:-.~~: c-~~:_:::..:aJ~ic:-~~.1. lc1::~::;::_;; s-:;11 c.)r 
L~c:U-J2.f"c~~ t.J· .. -::2 .. :.:- J.~.-::~;~ ;.~-~:::-;r C;:-~1~/ ct~ fu.lJ '.~t~.J.t1.:~. T:~~~-::_-~:.·.7: fc.~-:..iliF~J: \·~itl1 
c:-:):r:.~::l!~~iz:.l }:-~:~-L<::.~-<J. ·!~·.::..·.-.·:; tl'~,:~t r.C) lc~-~~c:l:' ~.:::~·-:lc1 C\J~~~~3.c2c·r· lY .. :~_-c:};:;::_;iT.q u. 
lc)~~.' y' . .i~l:-~ r:ct~~ \.~~-~:.}'1 -:.-r:;.tc~!tj_;:l fo:c Ce:=2,_;lt: ct lea.r:;t cc:.T:-e;:-:st1i:c:.tc ·~·.72-th 

Jl.ls~c~~--_i_c.::i~- }):;.d C~:::J~ c:~:d a ~~::c-:-JjJ::iJ.:.i.c:1 £!:·:::~::1 (lisc'CY.;.!Y::..i.I;J tc co~~·::.~~: St"··-:h 
F>J~e:~rt.i~ll J.css. !~s &.llL:c~-:=~1 to <-~= .. :;·\·e, t!-:c; ftill 91:.::.l~C~1~C··:2 o~ tl~::..:: fuJ.l 
c:.!rCi' .. :;~it. o:= ·t.~i!~~ ]:--::'::_,-! is tJ:2 rcC.c-s~'i:1y fL:c~·or \·:f!ici1 e:ncc-;Jra:;cs cx.:·:·:t~·~:~r-cinl 

lc.r1c.~..:r f~~.:cti~::::_l)~t~Jc:-1. 

J~c~c;:r~·~.:.~ . .r:~.~ :)l,. ~.:c !-..-~J: .. ~:_:~· L2S~.::-;:--;·::~·,..::lJ, rc :~·c:;~:t o~ 1-.. ~·/-.:.l~ C)f~icc! CJ. cJ.c:l-::.=-i.('(~.lic .. ~·! 
c·:= tJ-~~ c:.>:~:·:.~~~:: c-~ ·t: . .I-.~ ,z-2:cc:.~lt.cc c.::\·\..~.ri~·-~; i:·'lE)~ ir1 :c~..::.:~~)":~:·l~j~ to L1::_-: c-:~-~-:~)r4.::ssic~~! 

of iJ!t.c~r(-:3~_-_ L:..~·.":~ ( ... .:~:::::::~~'1 ;:;~/ c-..;J: c'!.:--~.-~-~t:::rc'ic.1 lr.:.r~C·=-~:::s. ~~cuJ~ ~::o:-.r~t 2~.:tr.:.:rrt:.ic;n 
t.o t 11 i.s T_".:-;_7-.t.C.l"' is s-::..~:_;: :::_t_}.~T c::;-, :~2:-ec·i C~J02C1. Sl:::-J"J_lC1. , .. c~ .. l t? .. '/2 2.:""!.·/ Cl::.~st3_C.~1 or 
n~qL1irc c:::~;_:i:tic,c~.l :-~o::::;:-.z.:tic:1, p2.ca.'.?s C.o not r:C::i'c:.c-:tc to cc:1t':.cc u.s. 

cc: '
~r ... ;.""l ,·-.· 1 
·~·-····J 
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DEPARTMENT OF HEALTH. EDUCATION, AND 'NELFARE 

OFriCE OF EDUC.".l ION 

VJASHINGTON, D.C. 20202 

J'vtr. Shennan c. drristensP.n 
President 
Ac1ve:mc'8 Sch:-.;Ols, Inc. 
5900 lbrth,.Jest High"ray 
Chicago, Illinois 60631 

Dear l'tc. Christensen: 

Janu.'lry 17, 1975 

This is jn resp-:->nse to your letter of Decerrber 23, 1974, in which 
you reques·t claxificat:.:i.on as i:o the exte:1t of th.::- :F'ederal guaxantee 
tmder the Fc?.deral Insured Studc::nt IrV<..l.n Prograin, part:i.cularly a.s it 
p2..rt.,-:1.ins to the lending activities of i'..dvance Sclx-nls ( "l'.dv<mcc") • he 
'have car·efully considered tl1.e points m"l.de in yo'-lr letter, as '.<Jel.l as 
those in th::. letter of the sant2 date frcrn I-':r. Patrie}:;: H. Jl~lon, of the 
la';..r fil-m of Cc-v-r, HoJ.m:;s and 1\lbertson, cmd a letter dated Jaml:·D_._..-y 2, 1975, 
fro:n the sa.r.te lm,, fi:rm tn Ad vance, a cq:.r_1 of which \\"as fun1ish2d to us 
by Ivlr. Fn .. 'Cl C. Lochm:m of your staff. 

You indicate in your lett~er that a student c:rt j\-:iv<.v-1ce 1·7ho desires a 
fcdP.n·J.ly insu.rcc1 student locm may receive it. frcm /',dvc:Jice, actirrg in its 
car:;ad -ty as <m approved., eligible lende:c. 'l'h~ stu.cl_E'llt is askcrl to sign 
an "autlY):Cit-~.:;_t_-Lcms cc~rtificate" which, inter alia, stah~s tl.--1at any re
-r,-:u,--d \ hl'c>· -··· .. "''T 1)--~v--,.-.,-,a d1.1r' to 1lJ·m fron1 ""~1:;~1--C-e--\.~l;c·l-J 1---~ n"'l'd -'-o "t-11~' 1··1v'lnr" .Lc. ! \1- .I !lU_) . t;: • ._.'---'.l> •• < -- ;_. • • 1 i>U.vu.. · • ~ _ Vc.: t·'-'- L . --· e "-'"-
and will be applied. against the ontstar:.ding princj_p::.l l>-"llance of tl1e 
loan. 'I'hs loan. i::; disbursed in it.s entirety at tlJ.e tim:; Um student be
gins his cow:s9 a:·1d, in o:n'k;r: for klvcu1C:c to hc-tve cash re~;ources for zd
minish>riJYcT its program, the loan is subc:>a:Jtlently sold to a c..x..r-.--n'ercial 
J.ender, ui..th notice bsin~J provided to the student that such sale has been 
m3.de. Under the te::::111.s of the agJ.'eem:!nt lx~h\'een Pflv<:.tnce and tl.--1c ccz:ntercial 
lender, J\cJ.va.nce is obligated to rcp~.rrcha.se the loan from the lender uron 
the student 1 s gradual:j_on, his withdra\\"21.1 fran his courser or the te..mina
i:ion of his cnrollr.Jent by Advance. Advance is then resp::msiblc for all 
furthc,;:r Slli.-vicing c:md collection on tl'.~.e loa.:-1. 

So long as the lendins acLivities of Mvancc are carricrl out in this 
manner, it Y~Duld appear that no concerns or proble.;,11s should arise regard
ing tl1e E:'xtent of the Fc'<iE:'.rill guarantee. 'Ihe concern, as \·7e understand 
it, is raiscrl by the caw~10rcial 1ende:t-s \·lith res}X'Ct to the situation that 
v1ould arise if Advance, for any reaso:1, were not to rqxrrchase U1e loan 
a.11d the lenders ,,,e.r-e i:t"lerefore resp::msible for se .. rvidJ1g and collecting 
the loan. In particular, the lenders arc seekiny a clarification of U1e 
extent of U1e Fo.:1eral gu<:rra:ntee in t .. he ca~;e thz,t a student: has becane 
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entitled to a refund fran Jl..d\lc>.nce, but the ref-und has not been paid to 
either the student or the lender. 

As you pc1int out, the Federal Insured Student Loan Program ("FISL 
Program") is intended to enable students to finance their :pJstsecondary 
education by enoouraging lenders to provide funds which might not other
wise be available for such purpJse. Consistent wiU1 this p11.rpJse, we 
\·lelcY . .Jf\1.2 the participa.tion in the program of eligible lenders which fol
lall sou.11d and establishal. practices n: . ..ogarding fe.derally insured student 
loans. We have no desire to ado~-k r.olicies v1hich would conflict \vi U1 
\·~.1at lenders miah·t exn2ct from ·the Office of :Education on U1e msis of 
such practices.~ on t.~e other hand, in the exercise of our statutory 
responsjJ)iJ.ity for the <::r1'Tlinistrat.ion of 'b'le FISL Program, \·le must not 
adopt rolicies which >·lol.lld be inconsistent w.iU1 the duties and obliga
tions 'i'lhich Congress has jJ1q:nsed on lenders aJld on the Office of Educa
tion, even if such resJ?Onsibilities do not confom1 to sorre of the J:>er
eeptions or expectations wh.ich lenders rray have formed with re..Jard to 
tho program. In this regard, wo do no·t concur with U1e rather absolute 
stato-:nent 1 on page !: of y-our letter, tha.t Congress has provided a guaran
tee that there '>'iould b3 no capital loss ever sustained by a c'OffiTercial 
lender. 

'l'o state the nattcr sucdJlctly, in carrying ou'c our statutory 
authority .:m.d rcsp::.msibilities, our JX)licy objf-::etives are to pra.Tote 
student accessibility to the FISL P:co:jram; to hold institut:ions and 
Jcmd2;~s to ::;ound and diliqent practices in their pa.:rticipat:ion in the 
proJ-ram, including providing the stud~:nt \·lith cle.a.r and tir.1ely C..."q-1lana-
t.iCJns of his obligations and rights; and tD provide reasor~r:lble assura11ces 
to lenders \'lho conform to such standards that their invesbrr:mt will be 
protected. 

I. 

It. is our present: p::)licy to honor a defmLlt claim s1..1bmitted by a 
com::rercial lender on a 1C>a~'1 v;hich was originated by an insti-tution of 
higher cduco.tion (or vcx::atio::1al schCXJl) a11d assigned to the lender, in
cluding any a.~;Dunt in such cl::tim vihich represents a refund which is due 
to tJ1e student borru . .ver f:co.n the jJ1s"ti.tution, provided tllat. all of the 
followjJ1g conditions have bee . .n met: 

(l) the sb...1..':lent' s right to the refund has oome jJyto existence 
sul)sequent to the assi(j'11Tnent of U1e loan to the leJ1der; 

(2) the student \·las notified promptly when the loan has been 
assigned to llie co:wn2:r:cial lender and \vo.s fully advi&...od of 
his obligatio:1s and rights with regard to t..he instit.-ution and 
the C0'1Tttercial le.rrler, respectively; 

.... 
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(3) if the im;titutio::-1 c'Y=:s P.Qt intend to pay the refund directly 
to ~'le sttYJent, cit::er ber-._ause the stujent has agYee:l th.o.t the 
refl:.r!r~ shall be a~:~)lied against the outst3...:."'1ding relance of his 
lo-:~n o:::- for anv ot:-ro:r re3.son, L'-le institution has pro.uDtly noti
fierJ the len~ler t."--:a.t. s·J.:::::h refLurl has beccr.ue due cu1d sh~uld be 
trea.~ by the l'2r,::er as a.'1 ai·Tount receivable fro:n the institution; 

(4) the le:·der r.a.s rrade a reason.:ilile effort to collect the arrount 
of ::~:s :::-eft.:....··d freT.', ~-.s ir:.sti tution; and 

(5) tr:e i"'..s":-J.tution ar:::! -':..':e le .. i'l!J.er- r:ave othenlise ex'2rcised 
reaso:;0le c,:rre ;::...r:d C.iliG"ence and have complie::-1 '.'lith all other 
st-:1::u'c:.o::y cl.J"Jd reg-ula::Ory requirc~ents. 

Please note t:'1st the currer,t 2':'S·:;-ul3.i:io:Js for U1e FISL Program, at 45 CF.R 
177.49 ('.o), re::,lire i.:hat the s-:-.::le:1t borra:·:er be given notice of an assign
n;2nt of his ::..c.:::.-:1. The n:Jtice -::2..::.· be given ~y eiL"l.er the institution or 
t:he J.en:ler to · .. ::·:::.;:-:; U:e lO·:L"1 is assi<;nt:.d; hcr .. ~ever, if the lender relies 
on the instit·..;ticn to do so, it ;:ill also b20.r the risk UHt such notice 
is not given. 

In cur viE:;.;, 1d·-;.s:.1 all or ::;-:-:; o::nditior1s set fort.~ a....'ho\re a,::-e rret, our 
p::.llicy 1vill re:::;,_:·J.:t i.r, ""=-··;;.::-o~:c:-:.:.::2 ;:::.·otGctio:: fc)r h.:i'ch th2 stu:l.ent and the 
1en:lt:"J.~. '=~-:.e s".::_;,:5_-?:;1t. ;dll r:::;t :::-::-; s:..Wjects..:.~ t:o collcct.ion effor'cs for 
a.rr:ounts greater t.:-,'1;1 h::; is rs::?::::sible fol:' :t·ep..-=:tyirv-J. Ti1e lender \·Jill be 
0-':P2CL:t:~d to r::-eet a re-:ruir~:-.':. ~cr re'.Jie-.-.--i r:?. the practices and capc'lbilities 
of th~; j rl :;-:.:j_ ::~.__:·~is~- \·.~i t:-l. ~ ... -:-l.iC~1 ~-: :_:ro?:JSes t.'J c~_o b1..1s in.ess a1-:d to 1:121J~e a 
s:m .. "'1d h_:s_u-::::33 jL::'.;:-:-er1t '\·:'n.e-':::-.s:::: w proceed. 'I~·1e lender \·till also be ex
pected to :-".::0:-.:: re.2so:1.::.l)1e E:.':-:cr+.::s to coEe.ct tl1e arrcunt fro:n the roucatior.al 
institutic:-1 ?:r:.J.'-:' ·.-:ill oU:e~·:ise ~ protect.e-:3. on it.s purchase of the loan. 
ln p::1rticular, ".:..'"'.-::: Offic~'3 of ::=c.-..:-:-~3. .... ;on ~-:il!_, in large rr-easure, assurn2 the 
x:esl_X)nsibili t2' :':or S''-'e}~iJ-.,; ~"£ collection o:: the earne::1 ref.ur.d £rem the 
school. (In t:-:~.s regc..rd, v:e ::-:.st-'3 our ex;:)2et.c<tion to publis..'-1 in the near 
fut'u.rc n::-.;-~a':.i:::-s rc;uir.L--:.,:: s.::.:::~l :.nstituticn tD provide fair an::1 equitable 
refw:O.s. 'i't-:s e:-::.-=-:-rccrr:e.~1t o:.': s-...:ch re--:.r.Jlati:J::s \·lill pro]:-2Tly b2 the role of 
t1Je Offic·::: o:' :;::.=:.-,;c.J.tion 2-.~.:.~l t:--"s regu.latio:~s \·Till i•·;.clude appropriate pro
cedures for st:ch e.:rforce:-,s:1t.) 

II. 

In vie.-.· of -u-.e <JL'ne.raliz~..::. L::i'::ure of t...~c concer11 hsing c;.;.:prcs~;ec1 by 
the lenders, it 2?:>-~l.rs desir:::::=>ls to set :::'o:r_t~ h-.D addition:Jl r.:oints in 
furt11er elat-.Jr:::t.:'..:::I; of t!-:.e p::::!...i_:::;~r stated atxJve. If tllc: le.T)__~er authorizes 
or kna.-,·in:::;ly ;:e:~::-:-its the i.:.s~':....:ti.on to collect. or receive p3.y:nents fran 
the student 1-::-c::::..-:co--':sr su,"Jse.:-:-...:-::::-:.t +.:o t~s trar.sfer of the loan to the lEmder, 
U1e Office of :L::l'...l:::abon \·.'ill :--.:.t ho:-or a c'.cfault claim submitted by t11e 
lender as to ar:y c..--:n~r1t U1ereL:. ' .. -:licl:l is attributable to such payrnents nude 
to the institutio:-1, but not ::c::-.-:2...::ded by t."'le in..sti'L-ution to the lender. 1de 
believe this t.o be a strni.g::cc::.-.-:ard resta.te:ent of gc11erally applicable 
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cc~1mercial lal'l and generally understood ccxrmcrcial practice. Again, it 
serves to protect t.he student oorro· .. ,er and to place on t.he lender a reasona
ble responsibilit-y for kno;ving the institution \vith which it deals. 

In addition, if a stuc1ent borrov;er is not able to complete the program 
of study for the particular pericx:1 uf time for 1:1hich he obtained the FISL 
loan, due to the fact that the institution has discontinued its tea::;hinq 
activj_ties during that p::;riod of ti.rre. The Office of Education will not 
honor a defauJ.t claim from the lender for any arnount therein which is 
attributable tn the loss to the st-udent for the portion of the prograrn of 
study ''-'hich he \vas not: able to CY.)rrtplete. In other l•iords, vle are differentiat
in-.J beh;een t'Le case in 'dhich the i.r1stitution C..'onUJ1Ues to op.~rate, but fails 
to pay an earned refund, and the case in \·Jhich the institution ceases to 
q::erate its acadc::;nic functions. In Otr( vi€..._,, r the latter sitU:"ltion c:·ocs to 
the very Sllbst.cJ.nce of tho student.: 1 s contract or agreement wiU1. the institution. 
In t.he parlance of generally applic<ililr:1 cc.tnrnercial la•-1, we vied this situa·
tion as im10lving a failure of consideration on the initial trc>J1saction, 
U~2rcby gi vin:; rise: to the dcfens2 on the part of tJ1c student '.-.'hich is gcxx1 
against the lender irrespective of the receipt ot notice that tJ1e lo.:m has 
been tr.:msfP-r.ced. In terminology corr:;:urable to that. usEd al::ove, t'l-)e 
responsjJx!.:Lity rxing placed on the lender j11cludes a reasonable jud.::rr:-lsnt 
th.:tt the institution has the resources <md u.CJmini:;trative cu.pahi.lity tD pro
vide the services for \vhich the student has entered into his contract. 

III. 

~·~e h0.ve rcvie,,rcd tl1e various docu:-t!2.nts which you VK'.re kind enouql-1 to 
attc""lch to your letter. \·'7e axe a\-,~are Lh:xt \·:hen the doco:1~ents end for:-:'.5 being 
uscx1 b-J N3:vance v.:ere pr.epared there was e-m expsctation th::rt the issues un:ier 
diE>cussion in ·this lettet· \·lould not arise. 

v~ are su<Jgesting rn:x1ifications \\'hich we believe v:ould b~ing pros~x~ctive 
pracb ces Fo:;.·c~ in line \,·ith the lX)licy stat(:::.clents set forth oJx:Ne. T~ley in 
no \·:ray affect tl1e application of prior corrrn·~nts to your past practices. 

1'7-2 are concerned that the p::tckage of m-J.teric-Jls and forms pr:ese:;tsd to 
t~he student conv~y to him the ovcraJJ. ir;sqe that the slTtdent 1 s en.rolJ.l·~cnt 
contract, A..r1.vc-mce 1 s tuition refund policy, and his FISL lo:=tn, even a:':ter 
tn:tnsfer to arY)ther leJ·lC':!.er, are merely clEm~nts of a w1itary packc..ge of 
rights and rcsr-On:Jibilitics which arc inseparable <md arc not affecte.i in 
any m:-umer by the tran::;fer of the loan to c:moth::;r lender. More s~xocifi.cc:lly, 
v;e relieve tl1e student. is not adequately advisc:-::;:1 of the nutUl·e of his p:,ten
tial responsibilities to th::; lender, the consequences of his rraking ~"=-Y:Tents 
to l\:lvance SLJb~;c---::Jllent t.o th0 transfer, and the full conseq~uences of L':e 
"Authorization Certificate for the Guarant.eed Sh,den-t IDc"l.n Pro.yam11 (L.vJ1ib:Lt 
"F" to you.r letter) which he has sis'11cd. 'Ihe notice of transfer (D:h.i,':lit "H" 
to your letter) does not appear to be adequate for this purpose, but rather 
to contribute to Lhe overall perception that there is no real significance 
to the transfer. 
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l\e recorrrne"'1d the folla.-;ing cffinges: 

(1) Since t..~e "A'-1thorization Certificate", as na.v wordc::d, appears to 
refer to Advance in t':lo caJ:-:>3.cities -- both as lender and as school -- there 
is a serious arrbig-..rit-y in G"'-le reference to "th'-::! lender" in the lu...st sGntcnce 
of the fonr,. l·i.i1ile this cc·~ld b-2 rE:cl.:1 to ii:c:lude a subseque.'1t tranferee 
leiYJ.er, it is also r.ighly probable that it is often re>...ad to mean Jl..r1vance 
itself. If yo:.1 wi~-~ to ffi.\~e an arr2....'1gE:':-;'..c:.nt with the student anc1 tlte lenders, 
whe.r.eby you 'dill r-:0:: IT'.~1.:e a::;y refu---d re:;-:n2nts directly to the student but 
"'v'r.Ul ap?lY the refu:.-!d to the stu:::1ent' s lo3J1 1Y2ing held (or \ihich might con
tinue to be held) }::y tJ:e le.r1c1er r v;e suggest L'1a.t u-a form rJC eX)_Xli',ded and 
that it SlY2~;ify the::':: tl:.e re::u.'1d \·.rill be reads to ~·l1i.chever lender is hold-
in] the note at th2 ti:-:Y=:· the refund b2:::s:~1es due. 'fhe form should also 
sp::ci:fy tha~:, in er:y e".rE:nt 1 !-'-.dva.nce \'lill notify the holder that a refund is 
c1U'3 2J!d tlE1.7: tJ.e st:.Lle::1t' s outstandinJ lo:m ci:Jligc~Jcion \.,·ill h:~ nx'luccd in 
the a--;nu.nt of the refund. If you do not ,.,rJ.s':1 to h.::tve this kino. of arrange
nP.:.nL \·.'i th. the stud2:1t a:-:..:l t.:'1e lsndc.!:.·s, and do not use a p:Y..:er of atton1ey 
fonn, th<o-:r1 the do::-:ent:.atio:1 i·.'hich is given to t .. hc~ sbxJent ~hould explain 
that, in t..~c:~ everLt ~.:1-,-J.t t[-:e loa.D. is tra:Jsi:cr-.cc·d ill another Jen::1er, the refund 
is a Ce'"'"'r;::'-e o]c>""1",">'1t ·'ra·,-, '-i~<=> st--.-;.-1:::>)1J.lc: lo::on o"lJ. .. ('"'tl'Ol1• ""nd m' tl1""' .... - .._) ~"U~ ..,.....,L- ... ~ .\.....:..•.'·-~· L.-- \t l_..!-...... L-L..;. •. '-· l... .._... _...._l. JJ. jC~ I Q ......,..L. 

situa.t.ion, C'.ren t.~G~.J.gh t;,e student D::ty be cnt.it.led to a refun.d from Advance, 
he \·i.ill still be o::::ligat<::d to t]").'2 len-'l.er fe;r the 'full Cl.:rcmnt of the locm. 

(2) The forrn lstt.cr 1Jse:1 to Le.>tify t.L'3 st:lY.:l.ent that his lcxm has hce..-'1 
transfel.--rE¥1 t~o aJ;ot.1r.er le.:-:.::.-e~.- (Exhibit 11 H11

) r:co.1 sG-J.tes tha.t "this dOGs not 
clffect your • • lc~a-~1 o~li~·etio:-1" t th:r~h~· cn.:c:ting the~ ilc1I:-Jression that 
t:h?re bs.s b::en n:::> cl-:a.:·;~~e .il:. the sb.:.dent 1 s res;:c11s.ibilities t.o any of the 
parties. \'~2 ro::o::rr::-c:.nd th:o,t t.~is letter discuss :L"1 rnre det.r.'1.il tJ1e expecta
tion that .P.d'l2JlCG '•.7ill ~.::cp-...:.rci1ase tlv3 lo?u.'1 before it go2s into re!_)ayrnent 
stato..s and the fact tJBt if: t:J--.a.t repurc:Bse doc:s not taJ:e pla.ce, the student's 
re~:>-:=<y::x:?nt c"oligatic::.s v.-.::..ll be to the ler.der or to such ot.hcr p .. 1.rt:y o.s the 
lender designc:~t:es. If yc:r .. 1 -,.;ish to CD!1tinue the c'..rrP2nt practice of nuk.ir..g 
collect.io:-!5 on loa..:·_:; held by tc~e lenders 0:1 i.:_heh- b2half, ':;e recorrrnend trat 
t.~is form f1.rrtller in::lica.te t.hat this is beir~-; done \·7i'ch ·the p2rrnission of 
tl1e lender a.ld that tl:e s:-_,jjent will r:.ot b2 su1)j2.:::t8d. if_) double collections. 
The len::1ers \·.'ill, of co'..:.:-:se, have to a::;;:.-·::ove S'.:.ch a seatG-rent; and it '.vould 
s·2e-n nscc::ss3 .. :cy for t.he fo::.Tt, if it is to continue to corrK"! fro"ITI ldvance, to 
carry so-re indication c:: s·...:.c~ 2!:.:xova.l, su::;h as the siqnatur.-e of an official 
o£ the len:·:~r. It -... v'~lld als:::> be d;:;sirable th;:;.t this form reiterate tJ-1e 
arranrJe~c~nts rega.2:'c:i.r.J t.he l"..0.Y;:):C:~1ts of refurds di;:.-c..--ct:ly to t.he holder of the 
loan and tb>"3 conss-::.;-;_,,::---r.:x:s ~:hereof. 

It my also be d:::s:iiabJ.e to rroke f-urther c!nngcs in your materials, 
illcluding appropria.te c:C.an:;es ii1 the "P-et.ail InsL-J.lJ.ment Contract" 
(Exhibit "A" to yo.rr lett.c;r) \<hich ·.·:ill clarify the separation of the 1.raric"Js 
e1Dll2.nts ··- the e-"-rrolL-:ent contract, the refw1d r:olicy, and the FISL lo:m. 
We~ reco~end that you revie-.v all of Lhe dccu..--r.c:nts and mle.rials distrihutcd. 
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to your students, with the v i0:Tf0int of clarifying their rights arrl 
resp::msjbilities, consistent \vith the policies set forth in this letter. 

I sincerely hope that this let-ter serves to clarify Office of Educa
tion pol:i.:::y on those issu2s v;hich ha.ve given rise to your concerns and 
those of the lenr1ers wi U1 i·ihml you do business. 

cc: H-r. Allen 

K. Ao Kohl 
Associa.te O:::;r,nissioner 
0Jarantesj Student LcBn Pro;ra.rn 



~ Advance Schools,Inc. is one of the nation's largest home study schools 
for vocational training in fields such as automotive, appliance and 
television repair. Currently 70,000 students from all over the United 
States are studying with Chicago based Advance, 48,000 students graduated 
last year. Its typical student is in his late 20's, married, has children 
and is employed. Most of them are veterans. 

The Company is a leader in quality education within its field and in ethical 
practices for dealing with its students and their financial obligations. 

Its students have a high percentage of lesson completion and graduation. 
Professional surveys show that students believe that Advance's courses 
have accomplished the purposes for which they were taken. 

Advance has created and represents about 10% of the Federally insured 
Guaranteed Student Loan program, as about 90% of its students use this method 
of financing their education. Advance's refund policy obligates a student 
to pay only for lessons completed. The school has not submitted any claims 
for loss, except in the case of death or bankruptcy. 

To provide working capital, Advance has sold its insured student loans to 
banks. There are now 47 banks who hold about $70,000,000 of guaranteed 
loans originated by Advance. In addition, Student Loan Marketing Association 
(Sallie Nae) has lent $9 million to Advance, secured by $11~ million in 
guaranteed student loans. 

Advance has agreed to repurchase these loans from banks upon a student's 
graduation, termination or cancellation, which repurchase has been financed 
by the sale of new student loans. This procedure avoids the need for the 
banks to service repayment of the loan, a factor that has limited their 
direct participation in the student loan program. 

Due to the high prime rate and tight credit conditions, for some months 
Advance has been unable to sell new student loans to banks. This has led 
to a liquidity problem for the School. It has been unable to repurchase 
paper from banks and to meet vendor obligations according to their terms. 

These conditions exist despite the fact that Advance continues to operate 
profitably, and its operations for the three months ended December 31, 1974 
were within its revised budget. Student enrollments and lessons taken are 
on schedule. Company has a net worth of $11 million and it has over $20 
million in insured student loans which it has been unable to sell because 
of the conditions just outlined. It also has about $9 million in demand 
deposits in banks, the use of which has been blocked by the banks' 
uncertainty about the situation. To meet this situation, Advance has reduced 
its operations by about a third, and created a five year financial program 
that wi 11 restore 1 iquidity to the Company. This plan involves $5 mi ilion 
in new secured borrowing from Sallie Mae, and Advance's banks continuing 
their present level of participation in the school's financing. 

This plan was presented on November 21st. At this time some banks raised 
a question as to the coverage of federal insurance on the "unearned" 
portion of student loans they had purchased. 

~-.r_.... ~- '. ~ ,-
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Advance sought to obtain an authoritative answer to this question, and 
retained special Washington counsel which stated that the insurance was 
effective on the unearned part of the loan. A request was also made 
for the Office of Education's opinion, and on January 17th, it stated 
that the unearned portion would be insured only so long as the school 
was in business. 

Also in mid~January, Advance was a~vised by Sallie Mae that it would 
lend the school only $1.5 million kore and it would do this only in a 
manner that would give Sallie Mae an improved collateral position on 
its existing loans to Advance. The Company would also have to incur 
$500,000 in additional annual servicing fees for its Sallie Mae borrow-
ings. 

Advance told Sallie ~1ae that this is an inadequate response, that it 
has need of $5,000,000 as stated in November, and that the delays in 
response from Sallie Mae and the Office of Education have made the bank
ing community uneasy and created severe cash problems for the Company. 

If Advance goes out of business there would be about $40,000,000 of _ 
unearned student loans in the hands of its banks, which amount would 
lose its insurance coverage under the recent Office.of Education opinion. 
The entire student loan program would suffer a severe shock, creating a 
question if it can effectively provide financial aid to people of modest 
means. A number of banks would also be severely hurt by losses they could 
suffer under these conditions. 

Last but not least, the field of vocational and home study education would 
lose the school and its 2,200 employees that set the standards in its field. 
Since governmental agencies have been urging other schools to conform to 
Advance's practices, their efforts to upgrade the field would also be 
impaired should Advance be forced out of business. 



The Guaranteed Student Loan program was created to help provide financial 
aid, at a reasonable cost, to students of modest means. Its usefulness 
is not limited to higher education. In recent years a large number of 
people have improved their vocational skills through home study, through 
use of federally insured student loans. Auto, appliance refrigeration 
and television repairs are examples of these skills. 

Since home study schools neither have endowment nor public tax support, 
they finance their work through the sale to banks of insured student loans, 
or secured borro¥.'ing against them. 

This procedure has been made nearly impossible due to tight credit condi
tions, and a prime rate that is equal or above the return permitted on 
these loans. Consequently schools, who relied on the continuing sale of 
student loans are in a severe liquidity crunch which threatens their very 
existance, even though they may be doing an outstanding job in instructing 
students, and are operating efficiently and profitably. 

The Student Loan Marketing Association, (Sallie Mae) was created to provide 
liquidity in the student loan market, but it has declined to assist 
effectively in this crisis. This is true even though Sallie Hae finances 
itself mainly through the sale of its own federally insured notes. 

Banks which have been purchasers of this guaranteed student paper are also 
unwilling to participate ft1rther in the program due to uncertainty over 
the coverage of federal insurance created by a recent Office of Education 
ruling. It indicates that to the extent that a student loan, originated by 
a school and sold to a bank, is unearned, it is not insured if the school 
goes out of business. Since this is the very time the insurance would be 

l
reeded, 

1
the banks' pos

1
iJ ion is understandab le.fesoec iallv iu4~iew 1of gotential 

~sses,t11s ru11og cou cause on present port-oL1os, o~r ~ u m1 110 trom one 
scnool s loans atone. 
Banks have been generally unwilling to participate directly in the student 
loan program due Lo the costs involved in servicing the loan. Therefore, 
conditions caused by this ruling 'Will eliminate the economic way for banks 
to participate, namely, through school-lenders "aggregating the demand" 

for banks. 

Unless these conditions are corrected, so that Sallie Mae provides the 
necessary liquidity and banks are reassured on insurance coverage thousands 
of Americans of modest means will be denied an opportunity to advance them
selves, and our economy, through self-improvement by home study of vocational 

skills. 



Nl~l\TS from Advance Schools, Inc. 

'f':"l 

From: Advance Schools, Inc. 
(District office street address} 
(City, State, Zip Code} 

FOR IMMEDIATE RELEASE 

FOR INFORMATION 
(District Manager's name} 
(Office phone number} 

(Date} 

ADVANCE SCHOOLS HELPS AREA RESIDENTS 
REACH 'CAREER GOALS THROUGH HOME STUDY 

More and more --r---..,...---.-;-~- residents are enrolling in 
(name of your city) 

vocati~nal training courses at home by mail as a means of reaching their 

career goals, according to---r-----.....-----' district manager 
(your name) 

of the local office of Advance Schools, Inc. 

Accardi ng to ----r---.:---:------,---....,--; more than 
(your 1 ast name) 7(n_u_mb-r--e-r-o~f::--a-ct~i ve students} 

area residents are enrolled in home-study courses from Advance Schools. The 

courses range from auto mechanics, air conditioriin.g and refrigeration repair, 
:·. 

and electrical wi~~.ng to radio and television repair, bookkeeping and accounting, 

and general office skiJls. 

Costs range from $745 for the basic electricity and small appliance repair 

course to $1,865 for the radio and television service and repair course, according 

to ----r-----..--..,-----.---
{your last name) 

On the average, it takes about 18 months to complete 

an Advance Schools home study course. 

Nationally, Advance Schools ranks as one of the largest educational companies, 

with over 72,000 active students. Since 1969, the school has graduated some 

74,000 students and has an average completion and graduation rate of more than 50 

per cent. A recent. audited survey of Advance Schools' graduates showed that over 

86 per cent of those responding were employed in a field related to their 

home-study training, according to -.----..---,---.---
(your last name) 

(more} 
-~ ..... 
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The Advance Schools office in is located at 
--~{-y-ou_r __ c~it~y~)-----

For further information about home-study vocational 
(street address) 

training, contact ~----..,........,=------.---- at --r---,..--~---...· {your full name) {your office phone number) 

# # # 



For: Advance Schoo s, Inc. 
Marketing Communications Dept. 
5900 Northwest Highway 
Chicago, Illinois 60631 
(312) 775-8585 

FACT SHEET 

ADVANCE SCHOOLs• CURRICULUM 

Mobile Engine Service & Vehicle Maintenance 

Aimed at assisting the student in developing skills for fields such as 
specialty mechanic, shop foreman, automotive mechanic, technical instructor 
or service mechanic for buses, trucks, tractors or autos, this course consists 
of 69 units. The student is provided with home, laboratory/shop work-kits 
consisting of professional-quality tool box, engine charts, battery service 
materials, timing light, tune-up analyzer, compression gauge, exhaust gas 
analyzer, and various other diagnostic and service implements. 

The course comes with filmstrips, projector and instructional recordings. It 
usually requires about 17 months to complete and costs $1,495.00. 

Scientific Tuneup, Ignition, Carburetion 

The purpose of this course is to assist the student in developing skills in 
fields such as an auto ignition tuneup service specialist, or parts manager, 
jobber salesman or automotive sales representative. Thirty-six instructional 
units which usually take nine months to complete include tools, engine charts, 
fuel and vacuum testing gauge, implements for battery testing and servicing, 
timing light, compression gauge, exhaust analyzer and additional service 
equipment. Cost of this course: $1,075.00. 

Refrigeration and Air Conditioning 

The graduate of this course can qualify in a field such as refrigeration 
mechanics, prepared to develop into a diagnostician and service technician, 
inspector, instructor, troubleshooter or experimentation and testing assistant. 

The 70 instructional units are accompanied by such training aids as service 
tools, refrigerant, refrigeration tubing, thermometer, soldering set and 
testing gauges, all the material to build and experiment with a complete 
refrigeration system, in addition to filmstrips, projector and instructional 
recordings. Most students complete the refrigeration and air-conditioning 
course in 18 months, at a cost of $1,525.00. 

(more) 
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General Office 

In 53 instructional units this course is aimed at assisting the student in 
developing skills for such fields as typist, clerk~typist, general office 
worker, girl or guy Friday or receptionist. Students are taught proper 
typing techniques on a manual typewriter, use of correct spelling, grammar 
and vocabulary and how to handle filing, mail and the telephone properly. 
Graduates are also skilled in preparing manuscripts, letters, envelopes 
and some of the commonly used business forms and legal documents. Training 
aids include a typewriter, filmstrip projector, filmstrips, dictation records 
and practice records. Cost is $1,125.00. 

Bookkeeping and Elementary Accounting 

Upon successful completion of this course, the ASI student will have an 
understanding of the basic principles of bookkeeping and accounting as 
well as a solid foundation for additional training as a cost accountant, 
budget analyst, tax accountant or auditor. He may qualify in such fields 
as bookkeeping or accounting. 

The 50 instructional units normally require about 17 months to complete. 
The student is given practice worksheets, an electric adding machine, 
filmstrips, projector and correlated instructional recordings ~- all 
included in a tuition cost of $1,125.00 

Electric Service and Appliance Repair 

After graduating from this course, the student is prepared to develop 
into a specialty technician, foreman or service manager. With some sales 
ability, the graduate might even advance to parts manager, salesman or 
even manage his own business in appliance repair, commercial and residential 
wiring, motor-generator repair and maintenance. 

The 60 lessons are accompanied by filmstrips, projector and instructional 
recordings and 15 home, laboratory/shop work-kits. Service tools, soldering 
equipment and supplies, Vac-U-Tronic tester, neon glow lamp, vacuum gauge 
and many other service essentials are provided. The course includes lessons 
in business-building procedures, such as direct advertising and circular 
distribution, and teaches successful methods of developing a profitable 
electric service and repair business. Normally completed in 16 months, this 
course costs $1,255.00. 

Basic Electricity and Small Appliance Service 

Twenty-six lessons coordinated with eleven home, laboratory/shop work-kits 
provide the student with the background needed to develop into an electrical 
technician specializing in the operation, repair, and maintenance of small 
appliances. The course costs $745.00 and means an investment of time amounting 
to about 7 months. 

Among the materials provided with the course are projector, filmstrips, 
instructional recordings, service tools, soldering equipment and supplies, 
electrical parts, materials for diagnostic testing and troubleshooting 
equipment used in the servicing of such appliances as vacuum cleaner, oven, 
range, toaster, etc. 

(rrore) 
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Electric Service: Major Appliances, t1otors 

Students who complete this course can qualify to handle operation, repair 
and maintenance of motors, generators and laundry appliances, possibly 
even in business for themselves. Forty instructional units are accompanied 
by such materials as service tools, solder gun and supplies, terminal crimping 
set and components to build a professional ohmmeter, armature growler and 
pyrometer. In addition·, filmstrips, projector and ins tructi anal recordings 
are provided as training aids. 

The course costs $895.00 and is usally completed in about 10 months. 

Electric Wiring: Heating, Oil Burners 

In 32 units this course is aimed at preparing the student for a career as an 
electrical technician specializing in installing commercial and residential 
wiring, servicing heating appliances and providing oil burner service. There 
is potential for opening one 1 S own business in electrical service, if the 
student has sales ability. 

During the course of study the student receives six home, laboratory/shop 
work-kits and projects consisting of service tools, soldering equipment, 
components to build an ohmmeter and electrical-load testing unit and basic 
electrical parts plus filmstrips, projector and instructional recordings. 

Cost is $795.00 and the course is normally completed in 8 months. 

Radio and TV Service and Repair 

The graduate of this course can qualify for the field of radio-TV service 
and repair -- troubleshooting radios, tape recorders, record players, hi-fi 
systems and black & white televisions. Or, the graduate may utilize his 
skills in industrial positions such as analyzer, repairman, phaser and quality 
controller. 

The cost of $1,865.00 includes 96 instructional units, normally completed in 
two years. Nineteen separate kits are supplied to the student, containing 
tools, testers, signal generator, vacuum-tube voltmeter, oscilloscope and 
radio and television assembly kits in addition to instructional recordings, 
filmstrips and projector. 

Color Television Service and Repair 

The student of this course must have successfully completed the course in 
Radio and TV Service and Repair as a prerequisite. As a graduate of both, he 
may be eligible for more technically demanding careers in commercial and 
industrial fields. 

(more) 
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THE PROBLEM 

HANDICAPPED REHABILITATION ASSISTANCE PROGRAM 
y 

Ray o•Neal 
Industrial Sales Manager for 

Advance Schools, Inc. 

Millions of American men, women and children are afflicted with a 

wide variety of disabling conditions, including mental illness and 

retardation, orthopedic impairments, nervous-system disorders, blindness, 

deafness and amputations. The word 11 handicapped 11 is often used as a 

generic term intended to apply to all of these disabling conditions. It 

is not an entirely inappropriate term, for these conditions are frequently 

handicaps to obtaining employment. 

In recent years, there has been a major emphasis to 11 Hire the 

Handicapped ... This stepped-up activity enables disadvantaged citizens to 

move toward increased independence through training and job placement. But 

it should be pointed out to American business that when jobs are provided, 

it not only helps the individual, but also helps the taxpayer who otherwise 

must support the institutions that care for the handicapped. Employers must 

be convinced to give handicapped persons a chance in spite of preconceived 

notions about what those with disabilities can and cannot do. They need to 

understand that the handicapped have useful skills and can perform carefully 

selected jobs as well as their non-disabled counterparts. 

(more) 
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THE SOLUTION 

All of us -- the handicapped, employers and society -- benefit from 

making full use of everyone•s abilities. Emphasis should be placed on 

what the handicapped can do, not what they cannot do. The goal of a program 

should be to set the stage so that handicapped persons can help themselves 

and take pride in the fact that they are doing so. These programs should 

emphasize the ability and skill applicable to employment rather than 

particular handicapping factors. 

Good placement of a handicapped person means using the 11Whole man 11 

concept -- evaluating the candidate on the basis of his total capacity, 

experience, training, aptitude, skills and physical qualifications. The 

mark of a proper placement is when the impaired person is no longer 

occupationally handicapped. 

In the past few years, some new approaches have been undertaken in 

rehabilitation training. One of these is 11 programmed learning .. in which 

each handicapped student moves at his own pace through a series of packaged 

lesson plans. Advance Schools, Inc., one of the country•s largest, 

privately-operated, guided, independent home-study schools, offers a wide 

range of technical as well as business-oriented courses suitable for use 

in training the handicapped. 

Today, thousands of companies have enlightened employment practices 

concerning the hiring of the handicapped, and have made realistic evaluations 

of the physical demands of various jobs. Concerned companies are ready to 

evaluate and modify job requirements, even to the extent of creating a new 

position, when such an effort will enable them to tap the skills of the 

handicapped applicant. 

{more) 
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We should all remember that a handicapped person is essentially the 

same as anyone else. As long as we know the nature of his disabilities, 

we can train and treat him as we would anyone else. Although today many 

disabled men and women are still barred from employment by negative 

attitudes as well as physical barriers, Americans can be proud that 

8 million handicapped persons have been placed in jobs ... and some 3 million 

prepared for work through vocational rehabilitation. 

# # # 
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ADVANCE ~CHOOLS, INC. RADIO INTERVIEW SCRIPT 

As MORE AND MORE OF US BUY A SECOND CAR~ 

A SECOND OR EVEN THIRD TV SET~ OR AN 

AIR CONDITIONER FOR THE BEDROOM~ THE PROBLEM 

OF WHO'S GOING TO FIX IT WHEN IT NEEDS 

REPAIRING IS GETTING WORSE, TODAY~ WE'RE 

GOING TO BE LEARNING MORE ABOUT ONE METHOD 

OF VOCATIONAL TRAINING FOR THE REPAIRMAN OF 

TOMORROW. WE'RE HAPPY TO HAVE WITH US 

OF ADVANCE SCHOOLS~ ONE OF THE LARGEST 

CORRESPONDENCE SCHOOLS IN THE COUNTRY. 

TELL ME~ --------~JUST HOW 

BIG IS ADVANCE SCHOOLS? 

WELL~ CURRENTLY WE HAVE MORE THAN 72~000 

ACTIVE STUDENTS ENROLLED IN OUR HOME-STUDY 

COURSES • 

. WHAT COURSES DO YOU OFFER? 

ADVANCE SCHOOLS HAS HOME-STUDY COURSES IN 

AUTO MECHANICSJ AIR-CONDITIONING AND 

REFRIGERATION SERVICE AND REPAIR~ ELECTRICAL 

WIRING~ RADIO AND TELEVISION REPAIRJ GENERAL 

OFFICE SKILLS AND DRAFTING AND BOOKKEEPING 

AND ACCOUNTING 
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WHAT DOES ONE OF THESE COURSES COSTJ AND HOW 

LONG DOES IT TAKE TO FINISH? 

ON THE AVERAGE1 OUR COURSES COST ABOUT $1~200. 

THEY RANGE FROM $745 FOR THE 26-LESSON BASIC 

ELECTRICITY AND SMALL APPLIANCE REPAIR COURSE 

TO $1J865 FOR THE RADIO AND TELEVISION SERVICE 

AND REPAIR COURSE. FoR THE AVERAGE STUDENTJ IT 

TAKES ABOUT 18 MONTHS TO COMPLETE THE COURSE. 

WHEN YOUR STUDENTS GRADUATEJ DO YOU GET THEM 

GOOD JOBS? 

NoJ ADVANCE SCHOOLS PROVIDES FIRST-CLASS 

VOCATIONAL TRAINING. WE ARE NOT AN EMPLOYMENT 

AGENCYJ AND YOUR LISTENERS SHOULD CAREFULLY 

INVESTIGATE ANY CORRESPONDENCE SCHOOL THAT 

PROMISES TO GET ITS STUDENTS JOBS BY ASKING FOR 

VERIFICATION OF JOB-ASSISTANCE CLAIMS. 

THAT'S A GOOD POINTER FOR ANYONE CONSIDERING 

ENROLLING IN A CORRESPONDENCE COURSE. WHAT 

ARE SOME OF THE OTHER PITFALLS TO AVOID? 

THE FIRST THING THAT I'D DO WOULD BE TO CHECK 

THE SCHOOL'S REPUTATION WITH THE LOCAL BETTER 

BusiNEss BuREAU AND WITH THE NATIONAL HoME 

STUDY CouNCIL IN WASHINGTONJ D; C. ANOTHER 

GOOD SOURCE IS THE EDUCATION DEPARTMENT IN 

THE STATE CAPITOL. 
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I'D GUESS THAT ONCE YOU CHECKED OUT THE 

SCHOOL~ THEN YOU'D ASK FOR A SCHOOL CATALOGUE 

OR OTHER LITERATURE? 

THAT'S RIGHT, Bur ALSO ASK THE SCHOOL FOR 

THE NAMES AND PHONE NUMBERS OF SOME OF THEIR 

CURRENT STUDENTS AND GRADUATES HERE IN TOWN, 

THEN CALL THESE PEOPLE AND FIND OUT IF THE 

SCHOOL DELIVERED ON ALL ITS PROMISES, 

OK~ LET'S ASSUME THAT YOU'RE TO THE POINT THAT 

YOU HAVE THE SCHOOL'S SALESMAN IN YOUR HOME, 

Do YOU HAVE ANY SUGGESTIONS ON HOW THE 

CONSUMER CAN BE PROTECTED? 

THE BEST ADVICE THAT I CAN GIVE IS TO 

CAREFULLY READ AND UNDERSTAND EVERYTHING ON 

THE SCHOOL CONTRACT BEFORE YOU SIGN IT, 

FEDERAL REGULATIONS REQUIRE A THREE-DAY 

COOLING-OFF PERIOD DURING WHICH YOU CAN STILL 

BACK OUT OF THE CONTRACT, DoN'T BE RUSHED INTO 

ANYTHING, 

ALL RIGHT~ LET'S ASSUME THAT EVERYTHING IS 

ON THE UP-AND-UP~ AND YOU START THE COURSE, 

THEN AFTER YOU'VE BEEN AT IT FOR A MONTH OR 

so~ YOU DECIDE THAT YOU JUST DON'T HAVE THE 

Tlf"1E TO KEEP IT UP, ARE YOU $1~200 POORER 

AND STUCK WITH THE COURSE? 
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WELLJ I CAN'T SPEAK FOR ALL SCHOOLSJ BUT 

IF YOU WERE AN ADVANCE SCHOOLS' STUDENT YOU 

COULD QUIT AT ANY TIME AND BE OBLIGATED FOR 

ONLY THE LESSONS YOU'D COMPLETED, 

WE'VE TALKED ABOUT QUITTINGJ WHAT ABOUT 

GRADUATING? How MANY OF YOUR STUDENTS 

GRADUATE? 

ON THE AVERAGEJ OF EVERY 100 STUDENTS WHO 

BEGIN THE ADVANCE SCHOOLS' PROGRAMJ 51 
COMPLETE THEIR COURSE OF STUDY AND 

GRADUATE, THAT'S A 51 PER CENT GRADUATION 

RATEJ WHICH IS BETTER THAN MANY COLLEGES, 

I ASSUME THAT THE REASON MOST PEOPLE TAKE A 

CORRESPONDENCE COURSE IS TO GET A BETTER JOB, 

IF YOU DON'T OFFER JOB PLACEMENTJ HOW 

SUCCESSFUL ARE YOUR. GRADUATES IN GETTING INTO 

A RELATED FIELD? 

You'RE RIGHT, IN MOST CASESJ THAT'S WHAT 

VOCATIONAL TRAINING IS ALL ABOUT, WE 

RECENTLY RECEIVED THE RESULTS OF AN AUDITED 

SURVEY OF OUR RECENT GRADUATES, THE REPORT 

WAS THAT OF THOSE WHO TRIED TO GET A JOB IN 

A FIELD RELATED TO THEIR ADVANCE SCHOOLS' 

TRAINING 86 PER CENT WERE SUCCESSFUL, 
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WELL., THANK YOU ---------

FOR GIVING US THE BENEFIT OF YOUR EXPERIENCE 

IN HOME-STUDY. I HOPE THAT SOME OF 

YOUR STUDENTS HERE WILL BE GRADUATING SOON 

TO FIX MY TV SET WHEN THE PICTURE TUBE GOES. 

I'M SURE THAT-----------

WOULD BE HAPPY TO ANSWER ANY OF OUR LISTENERS 

QUESTIONS ABOUT HOME-STUDY TRAINING. HE'S 

LISTED IN THE PHONE BOOK UNDER ADVANCE 

SCHOOLS., INC. 
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FOR IMMEDIATE RELEASE 

GUIDED HOME STUDY ONE SOLUTION 
TO COUNTRY'S JOB-SKILL DEFICIT 

Today there are an estimated 5 million Americans, including military 

personnel, enrolled in vocational training by correspondence. And Sherman 

T. Christe.nsen, chairman of Chicago-based Advance Schools, Inc. (ASI), believes 

that these are the peop 1 e who wi 11 have to meet America • s increasing needs 

for skilled mechanics, repairmen and tradespeople. 

Department of Labor figures show that in 1972 there were 2.8 million 

mechanics and repairmen in the U.S., and by their projections, the need for 

these. skilled workers, in the country as a whole, is expected to increase rapidly 

through the mid-198o•s. For instance, the national need for auto mechanics is expected 

to grow 21% between 1968 and 1980. That translates to 20,000 new openings a 

year in just this category. But according to data available to the Department 

of Labor, only just more than 13,000 are being trained annually. And this is 

exactly the need that Christensen feels home study can help fill. (Of course, 

these statistics apply to the total U.S. population. Local requirements may 

vary considerably.) 

11The dignity of the trades is reaching ne\'1 levels, and skilled tradesmen 

are more in demand every day, but traditional vocational training is still not 

the top priority in most high schools today. And small businessmen don't have 

the time or the teaching skills to provide on-the-job training, .. noted 

Christensen. 

(more) 
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11 Home study can thus be an effective way to learn a new trade or to 

upgrade a person•s skills to keep up with the changing technology in our 

world. Our enrollment figures, alone, have increased more than 400 per 

cent since 1970. We believe that the reason behind this sudden interest in 

learning a profession at home by mail is that it is one of the best 

means for a person already employed who simply can•t take the time for 

classroom learning or for someone who can•t conveniently•commute to school, .. 

noted Christensen. 

11 We•re enrolling the serious student who genuinely wants to upgrade 

his or her job skills. Home study is a very difficult way to learn and only 

the truly motivated person will succeed. But for those with motivation, 

home study can be rewarding. In an audited study of our graduates conducted 

this year, we learned that of those responding who tried to find employment 

in work relating to their ASI training, 86.2 per cent were employed in work 

relating to the field of their ASI training. This number, of course, includes 

those who were already employed in a training-related field and upgrading their 

skills, as well as those who entered a new field because of their ASI training, .. 

reported Christensen. 

The home-study industry has a great deal of work ahead of it, though, 

if it is to keep up with the increased demand for vocational training, according 

to Christensen. He is the first to admit that the home-study industry has a 

bad reputation, but he and other industry leaders are working to improve the 

industry•s image by trying to correct the industry•s problems. He also said 

that the industry must do a better job of selling prospective employers on the 

concept that a job applicant who learned his skill by home study is as well 

qualified as the person who learned in a residential trade school. The industry, 

too, must keep pace with technical advances that have the potential for improving 

home-study, vocational training. 
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Such concepts as video-taped course lessons and monitored final exams, 

for example, are already being investigated by ASI education experts. 

Christensen also envisions adapting some traditional classroom vocational 

courses to home study. 11 Welding, for instance, just couldn•t be taught by 

home study because you simply couldn 1 t send a welded auto fender through the 

mail for grading. We are considering the idea, though, of developing a welding 

course that would be supplemented by a trailer truck outfitted with welding 

equipment. This mobile classroom would be accompanied by a certified welder 

as an instructor. Our students could then learn welding theory by mail and 

then put theory into practice when the mobile classroom was in their part of the 

country, .. he explained. 

Home study, Christensen feels, is also a logical vehicle for 

company-sponsored training programs, so valuable in the development of employee 

potential. 11 At ASI we are forecasting that a far greater share of our business 

will come from industry by 1977, 11 stated Christensen. 

Advance Schools, with over 72,000 active students, also offers home-study 

courses in such 11 White-collar 11 skills as general office, bookkeeping and 

accounting. 11 A good many enrollments in these areas are from housewives whose 

children are in school all day and who want to supplement their family income. 

Many of these women are using these new skills to help their husbands manage 

small businesses. Another large segment wants to be able to keep better track 

of family finances when they are responsible for the family•s bill paying and 

income-tax preparation, .. he said. 

# # # 
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FOR IMMEDIATE RELEASE 

CAREER GOALS REACHED 
THROUGH HOME STUDY 

Students are helped to meet their career objectives by investing 

their money, time and effort in completing their educations through guided, 

independent study at home. This was the major conclusion of an audited survey 

of graduates of Advance Schools, Inc. (ASI). 

"Most people enroll in a home-study course for one of five reasons," 

said s. T. Christensen, board chairman of Advance Schools. "They seek to 

learn a completely new skill or trade, they want to upgrade their occupational 

skills, or they want to supplement their income with part-time employment. 

Other home-study students want to become self-employed or move to higher 

level positions within their existing occupations." 

Advance Schools, one of the largest privately-operated home-study 

schools in the United States, recently mailed questionnaires to more than 

27,000 graduates of its four major courses of study. Designed to determine 

if their ASI training had helped them achieve their objectives, the survey 

was answered and returned by 39.9 per cent of the graduates. 

(more) 
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11The end result of any type of vocational training is most often 

measured in terms of gainful employment ... said Christensen. A total of 

7,911 survey respondents reported that they had attempted to find employment 

in work relating to their ASI training. The survey revealed that 6,818 of 

these graduates -- 86 per cent -- were employed in work related to the field 

of their ASI training. The other 1,093 survey respondents were not yet 

successful in their employment attempts. This number includes those who 

were already employed in a training-related field and upgrading their skills, 

as well as those who entered a new field because of their ASI training. 

Nearly 44 per cent of the 11,175 graduates responding to the survey 

said that they_had enrolled in home-study courses because they wanted to learn 

a completely new skill or trade. Of those who sought this goal, 68 per cent 

reported that they had put to use the new skills they had learned from their 

ASI training. 

Another 15 per cent of the respondents said that upgrading occupational 

skills was their primary reason for home study. According to survey results, 

76 per cent of these graduates reported that this goal had been achieved and 

that their ASI training had been of help in upgrading their skills. 

Supplementing their income with part-time employment was selected as 

the primary reason for home study by 12 per cent of the graduates responding. 

According to the survey, 71 percent of the graduates who sought this goal 

reported that they found part-time employment in work related to their field 

of home-study training. 

(more) 
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Almost 4 per cent of the graduate respondents indicated that their 

motive for home study was to move to a higher-level position within their 

occupation. Fifty-three per cent of these graduates reported positive 

results and that ASI training was important in their move up. 

The remaining 19 per cent of the graduates responding indicated a variety 

of other reasons for enrolling in home-study courses. Of these, 86 per cent 

felt that their ASI training would be valuable in seeking work if something 

happened to their present job. 

"The typical student who enrolls for ASI training is a highly-motivated 

individual, who takes his studies and responsibilities seriously," according 

to Christensen. "The majority of our students complete their lessons, are 

graduated and will, I believe, attain the primary goals they set when they 

enrolled, 11 he concluded. 

II II II 
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HOME STUDY SCHOOLS: CON GAME OR TRAINING RESOURCE? 

Remarks by S. T. Christensen 
Chairman, Advance Schools, Inc. 

The title of a recent editorial series on the vocational training 

industry -- 11 Home-study schools: con game or wave of the future? 11 
-- illustrates 

well, I think, the great confusion existing today about the industry with 

whjch I•ve been associated for the past 37 years. 

Today, I 1m going to bring you up to date on the state of the 11 COrrespondence 11 

school business from my point of view. I believe strongly that guided, 
.· 

independent study at home by mail is an effective way of learning. In many 

cases, it is the only practical way for those who must continue to earn a 

living while studying in their spare time. 

My company, Advance Schools, Inc., is one of more than 150 accredited 

member-schools of the National Home Study Council. These member-schools 

have a combined enrollment of 1.5 million students who are taking some 500 

courses of home study. 

(more) 
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The total industry is much larger, and the non-accredited sector is 

the breeding ground for many of the public relations problems facing our 

business today. The Federal Trade Commission, in its consumer education 

program, says that there are about 10,000 private trade, technical, business 

and correspondence schools in the United States. Together, they have an 

enrollment of about 3.2 million students who spend close to $2-billion 

a year on proprietary, vocational school courses. I've seen estimates 

even higher, saying that vocational education has become a $2~-billion 

annual business. 

One reason for confusion about the size of our industry is the whole 

area of financial reporting. There simply are no existing, consistent 

reporting avenues open for the sharing of information. In a nutshell -

everyone's guessing. 

Learning at home is not a new educational development. Ben Franklin 

and Abe Lincoln both were men who educated themselves at home. But the real 

emergence of home study or correspondence study as a formalized educational 

technique began in the late 1800's. 

Today, the home-study business is booming for a variety of reasons. 

Stacks of studies point out the urgent need for training young 

workers for the nation's technical industries. With the coming of 

the second car, the second or third television set and the air-conditioned 

bedroom in many homes, the need for skilled tradesmen to keep this equipment 

in operation becomes greater. We're finding that many retired folks are 

taking home-study courses to keep their hands and minds busy, and women 

are turning to home study, to brush up on skills or to learn new ones. 

(more) 
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we•ve found that most people enroll in a home-study course for one of 

five reasons. Primarily, of course, they want to learn a new skill 

or trade. Others want to upgrade their ~resent skills or supplement 

their income with part-time jobs. Other students want to go into business 

for themselves or move to a better job within their own profession. 

The industrial market is another growth area for us. Home study 

satisfies management•s demand for practical results without high training 

costs. Its integration with both the one-person, and large-staff, training 

and development unit makes practical sense. 

My company also sees great promise in home-study training for the 

vocational rehabilitation of the physically handicapped and prisoners. 

Here•s a story that may be interesting to you. 

The sister of a Bismarck, North Dakota, prison inmate asked one of 

our men to approach the prison•s educational counselor about allowing the 

inmate to enroll in our electrical course. The inmate•s sister had taken 

a home-study course with us and had recommended it to her brother. 

Two major problems stood in the way. First, inmates are not allowed 

to have money or to enter into contractual agreements. Second, educational 

budgets in Bismarck Prison are tight, and funds for independent studies 

are not available. 

At the same time, the fact is that about two-thirds of the inmates who 

leave prison without learning a skill return, while the skilled-inmate 

return rate is 15 per cent. Prison officials estimate that it costs about 

$10,800 to confine one man in prison for one year. 

(more) 
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Our man approached local service clubs with the idea, since keeping 

people out of prison and in useful positions not only benefits the well-being 

of the former inmate and the community as a whole, but also cuts down on 

the amount of money needed to run the prisons. 

A local Lions Club agreed to sponsor the inmate. The program is being 

expanded, and during the first six months of this current pilot project, we 

hope to enroll from 20 to 40 club-sponsored students from the inmates at 

Bismarck Prison. 

we•ve been fortunate to have participated in other inmate 

release/employment programs across the United States. Last year, working 

with the Illinois Jaycees, we helped train 310 inmates released from 

Stateville Penitentiary. Through local service clubs across the country, 

we plan to work with local and state self-help organizations in giving 

ex-offenders an alternative to crime. 

But the biggest share of the home-study market is made up of veterans. 

On reason for this is that many of them took government-sponsored correspondence 

courses while they were in the service; another is the G. I. Bill. 

Our industry has come under some heavy criticism because of the 

importance of this veterans• market. 

We feel that much of that criticism has been misdirected. After all, 

young veterans make up a significant segment of the population to whom 

home study is an important educational alternative. It•s the abuse of these 

veterans• rights by certain unethical schools to which criticism should be 

leveled and to which we also strongly object. 

(more) 
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We employed a leading certified public accounting firm to supervise 

and audit a survey of more than 27,000 graduates of our four major courses of 

home-study. We wanted to find out if ASI training had helped them reach 

their career objectives. We got nearly a 40 per cent response to our 

survey from all types of students. This response from a survey is way above 

the industry average. A summary of the results is in your information kits. 

But here's what we learned specifically about our students who are veterans. 

Of those graduates who responded who had taken their ASI training 

under the G. I. Bill who had tried to get a job, 86.7 per cent were employed 

in work relating to their ASI training. 

That's a significant number, and one that we feel is a strong rebuttal 

to those who blindly criticize the industry for its veteran market. Home study 

is working in providing veterans with job skills that are useful and 

marketable. 

A good share of the success of all our students is because we look 

for the highly-motivated individual who takes his studies and responsibilities 

seriously. Home study is a hard way to learn. It takes determination to 

do your lessons after you've worked a full shift that day. However, our 

records show that of every 100 students who begin the ASI program, 51 will 

complete their course of study. 

This high completion rate is directly due to our rather unique marketing 

procedures. We don't enroll every student who wants to take an ASI course. 

Last year, we enrolled over 73,000 students, but we also rejected a number of 

other prospective students who just didn't measure up to our standards. 

(more) 



• 

-6-

The industry•s biggest public relations headache in our era of consumer 

protection is the fast-talking, commission salesman who promises prospective 

students the moon in order to make a sale. Our school has combatted the 

11 hard sell 11 by being the first home-study school to pay its full-time salesman 

a salary rather than a commission. Our people are judged on the quality of 

students they send us, not just the number. As far as obtaining jobs for 

students, no ethical home-study school should ever promise jobs for its 

graduates. 

The Federal Trade Commission has published some suggestions on how to 

select the right vocational school. A copy of the FTC pamphlet is in your 

kits. By the way, I agree with most of the FTC check list. However, if 

mY best friend asked me what to look out for, here•s what I 1 d advise, 

before he puts his signature on the dotted line. 

First, determine your own career objective. Do you want to learn a 

completely new skill or trade, or do you want to upgrade your job skills? 

Is your goal to supplement your paycheck with part-time income, or do you 

want to go into business for yourself? 

Second, ask friends who have studied at home by mail how they would rate 

the courses they took. The top-notch correspondence schools enroll many of 

their students through referral from their graduates. If your friend had 

a bad experience, he is not likely to send you down the same path. 

Next, write or telephone the schools which your friends recommend. 

Ask for copies of their course catalogues and any other descriptive information 

about actual content of the lessons, home-training kits and audio-visual 

training. 

Study the catalogues carefully. See if the course offerings will 

actually help you in reaching your career objectives. 

(more) 
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Select a home-study school which is accredited by a nationally-recognized 

accrediting agency and which has sales representatives in your vicinity. 

Ask the school you are considering for the names and addresses of recent 

graduates in your city or nearby area. Ask these graduates for their 

evaluation of the school's courses and student services. Any reputable 

home-study school will be glad to provide a graduate list. 

Investigate the school's reputation by contacting your Better Business 

Bureau, your state's department of public instruction and the National Home 

Study Council in Washington, D.C. 

If you are a veteran, check with your Veterans Administration office 

to determine if your G. I. Bill benefits are still in effect. Many home-study 

courses have been approved for 90 per cent tuition reimbursement for 

eligible veterans and servicemen by the Veterans Administration. 

Carefully read and understand the school contract before you sign it. 

Federal law requires a three-day cooling-off period during which you can stiJl 

back out of the contract. Advance Schools permits the student to cancel the 

agreement at no tuition cost or financial obligation any time before completing 

the first lesson. This may be as long as 30 days after signing the application. 

Even if the student quits after beginning the course, we charge him on a 

modified pro-rata basis, based on number of lessons completed, plus a minimum 

service charge. In addition, Advance Schools requires the prospective 

student to reaffirm in writing his intention to enroll. 

(more) 
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Finally, ask yourself if you are really going to have the determination 

to finish the home-study course. A successful course of study at home by 

mail depends as much on your discipline and ability as it does on the course 

materials and student services. The school provides you the opportunity to 

meet your career objective, but it is you who must take advantage of it. 

I believe in home study. In many cases it•s the only road open for the 

motivated person bogged down in a dead-end job. The man or woman employed 

in shift work simply can•t attend regularly scheduled day or night classes 

at a residential trade school. Another portion of our more than 72,000 

active students don•t live within commuting distance of a trade school. 

Even if they do, the school•s curriculum may not match up with their career 

objectives. 

From experience, we•ve found that the student most likely to succeed in 

a program of vocational home study has been out of high school for several 

years. That•s Jong enough for him to have determined a realistic evaluation 

of his interests, abilities and career goals. To qualify for one of our 

courses, the prospective student must have a high school education or the 

equivalent. 

It•s a shame, but at present, home study can•t train our country•s 

illiterate. That•s because it requires that the student be able to read. 

we•ve experimented with a test project out in California to get around this 

problem, but we just weren•t successful in avoiding the issue that basic 

reading-comprehension skills are a pre-requisite for most home-study courses. 

However, for millions of Americans with real motivation and a desire 

to improve, home study is making a real contribution. Private vocational 

schools are an important part of this country•s post-secondary education 

needs. I believe they are the wave of the future. 

# # # 
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FOR IMMEDIATE RELEASE 

A 10-POINT CHECK LIST 
FOR HOME sTUDY COURSES 

Each day more people join the estimated 3.2 million Americans already 

enrolled in _private vocational training courses. If you are planning to be 

among these growing numbers, here are 10 suggestions from S. T. Christensen, 

Chairman of Advance Schools, Inc., on what to look for in a home-study school. 

1. Determine your career objective. Do you want to learn a 

completely new skill or trade, or do you want to upgrade your job skills? 

Is your goal to supplement your paycheck with part-time income, or do you 

want to go into business for yourself? Maybe you want to move to a better 

job in your present occupation. 

2. Ask friends who have studied at home by mail ho~t they would 

rate the course they took. Find out if they finished their courses. The 

top-notch correspondence schools enroll many of their new students through 

referral from their graduates. If your friend had a bad experience, he is 

not likely to send you down the same path. 

3. Write or telephone the schools which your friends recommend. Ask 

for copies of their course catalogues and any other descriptive information 

about actual content of the lessons, home-training kits and audio-visual 

training. 

4. Study the catalogues carefully. See if the course offerings will 

actually help you in reaching your career objective. 

(more) 
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5. Select a home-study school which is accredited by a nationally-recognized 

accrediting agency and has sales representatives in your vicinity. 

6. Ask the school you are considering for the names and addresses of 

recent graduates in your city or nearby area. Ask these graduates for their 

evaluation of the school's courses and student services. Any reputable 

home-study school will be glad to provide a graduate list. 

7. Investigate the school's reputation by contacting your Better 

Business Bureau, your state's department of public instruction, and the 

National Home Study Council in Washington, D. C. 

8.. If you are a veteran, check with your Veterans Administration 

office to determine if your G. I. Bill benefits are still in effect. Many 

home-study courses have been approved for 90 per cent tuition reimbursement 

for eligible veterans and servicemen by the Veterans Administration. 

9. Carefully read and understand the school contract before you 

sign it. Federal law requires a three-day cooling-off period during which you 

can still back out of the contract. Even if you quit after beginning 

the course, Advance Schools charges you on a modified pro-rata basis. 

based on number of lessons completed, plus a minimum service charge. 

Advance Schools, Inc. also requires that the prospective student 

reaffirm in writing his intention to enroll and allows the prospective 

student to cancel the agreement at no tuition cost or financial obligation 

any time before completing the first lesson. 

(more) 
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10. Ask yourself if you are really going to have the determination 

to finish the home-study course. A successful course of study at home by 

mail depends as much on your discipline and ability as it does on the 

course materials and student services. The school provides you the 

opportunity to meet your career objective, but it is you who must take 

advantage of it. 

Finally, Mr. Christensen advises, be certain you follow these 

10 suggestions before you sign your name to the dotted line. 

# # # 




