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IN THE UNITED STATES BANEKRUPTCY COURT
FOR THE DISTRICT OF MARYLAND

In re: *
CHARLES R. LONGO, * Case No. 90-5-4907-SD-A
Debtor. * Chapter 11
% % * % % * % * * * % * = * ®B * * * % * =

MARYLAND HIGHER EDUCATION COMMISSION’S
PROPOSED FINDINGS OF FACT AND CONCLUSIONRS OF LAW

In conjunction with its Closing Argument submitted
simultaneously herewith, the Maryland Higher Education Commission
submits the following proposed findings of fact and conclusions
of law with respect to its claim against Charles R. Longoall
That Closing Argument and this document are intended to be
complementary, not duplicative, and any factual matter or legal
conclusion presented in one is incorporated into the other

also.2/ The Commission also reserves the right to present

1/ The commission initially filed parallel claims against
National Training Systems, Inc. and Charles R. and Linda A.
Longo, and this claim objection proceeding began as a joint
proceeding on both claims and on the objections by both NTS and
the Longos. After their divorce, the joint case of Charles and
Linda Longo was severed, and the Commission and Linda Longo have
recently settled the Commission’s claim in her case. The
National Training Systems case was dismissed by a different judge
of this Court in July of 1993, after three of the four days of
hearing in this claim objection proceeding, so of course the
Commission does not seek allowance of any claims in the NTS case
at this point. However, since NTS was formally a party
throughout most of this case, represented by the same counsel as
Mr. Longo, and since the Commission’s claim against Mr. Longo is
derivative of its claim against NTS, all of the findings and

conclusions presented here should be deemed to apply to NTS as
well.

2/ fThe majority of items presented here are proposed findings of

fact, or mixed points of law and fact. A few legal conclusions
(Continued)



additional or supplementary proposed findings and conclusions in
response to those presented by Mr. Longo.ﬁf

I. General Matters

1. Charles R. Longo is and always has been the president and
sole shareholder of National Training Systems, Inc.
(*NTS¥). Stip. 1.

2, Before NTS’ hiring of Gary Boardwine in approximately 1981,
and for a few months of transition thereafter, Linda Longo
performed accounting duties for NTS, some of which were
performed at her home. Thereafter, while she was
Secretary/Treasurer of NTS she performed minimal duties
consisting largely of signing bank account resolutions.
Stip. 2.

3. Charles Longo personally made all of the major corporate
decisions regarding NTS, and there were no meetings of
stockholders, officers or directors held to decide any
corporate matters. Ex. 185 at 2. All of the major
divisions of NTS reported directly to Mr. Longo, who
thereby controlled and made all of the key business
decisions for NTS. T.1.96~97; T.IV.131. Even after the _
filing of NTS’ bankruptcy petition, Mr. Longo continued to
decided what payments to make on behalf of NTS. T.I.123.

4. Linda A. Longo generally took responsibility for paying the
Longos’ personal household expenses and bills, and
generally did so out of their main joint checking account
at Signet Bank. After at least January 1, 1988 the records
for that account were kept on a home computer, and Exhibit
9 is an accurate listing of all deposits into and payments
from that account, as kept by the Longos in the ordinary
course of their personal financial affairs. stip. 3.

are included with the related factual matter, rather than in a
separate section, but the majority of the legal issues are
presented in the Closing Argument. Some of the proposed findings
presented here are phrased in the first person active voice for
ease of grammar, and as proposals, not out of presumptuocusness.

3/ The references used by the Commission are as follows: ~T¥
refers to the transcript of the hearing, followed by a volume
nunber corresponding to the four days of the hearing, and a page
number. ¥“Ex.” refers to the Commission’s exhibits, and *Debtor’s
Ex.” refers to one of the six exhibits introduced by Mx. Longo.
The references given after the proposed findings are
illustrative, not necessarily all-inclusive, because the same
subjects are often covered in multiple exhibits and testimony.
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11.

NTS has no corporate bylaws, minutes of shareholders
neetings or resolutions, records of shares issued, or any
other similar corporate records. See Ex. 185 at 2. Mr.
Longo’s prompted testimony at T.II.73-74 and in response to
cross-examination at T.II.76-77 is not credible. It was
somewhat confused as given, and no such documents were ever
introduced at trial. In a case where the primary issue is
an attempt to pierce the corporate veil, it would seenm
important to introduce as much of this type of evidence as
possible to demonstrate that corporate formalities were
observed, and I draw a negative inference from Mr. Longo’s
failure to introduce a single such document that none
exists.

Shippers’ Choice, Inc. is a new company formed by Mr. Longo
in September of 1990, Ex.173; T.I.104-05. Nr. Iongo
admitted that Shippers’ Choice was his company, that he was
an incorporator of the company, and that nobody also owned
any part of it, but he claimed that since stock had not
been issued yet “nobody owns it right now.* T.I.104-05.
Whatever the details of the incomplete incorporation of
Shippers’ Choice may be, it is clearly wholly owned or
controlled by Charles R. Longo.

The Maryland Higher Education Commission (*Commission”) is
a regulatory agency that licenses private career schools
and performs a consumer protection function to protect
students of those schools. T.I1.26-27.

The Commission has a small staff of about four or five
full-time equivalent employees responsible for over 100
private career schools in Maryland. T.I.30-31; T.IV.109~
10. The Commission has no accountants on that staff and
did not hire any supplemental staff or auditors in order to
determine the refunds owed by NTS. T.I.31.

For proprietary school students, including those at NTS,
unless they finish their program, “they essentially have
nothing.* T.I.28.

Students at NTS or other schools who are not able to finish
their program cannot obtain the skill they desired leading
to new job opportunities, and they have lost wages and
other loat opportunity costs from their time spent in
attempting to upgrade their skills. T.I.32. Many NTS
students have been terribly harmed by the closure of the
school. T.I.35.

Whether or not they received the training they contracted

for at NTS, former students still have te pay any
federally-guaranteed loans they may have received. T.I.35-

-3-



12.

13.

14.

1I.

15.

le.

17.

36. Because NTS was contractually entitled to keep the
majority of the student’s tuition after the fifteenth home
study lesson of the tractor-~trailer program, the school’s
and its representative’s interest in students dropped off
after the fifteenth lesson and their financial aid check
was signed. T.I1.98-99.

The Commission had limited success with arranging #teach
outs” at other schools for the NTS students affected by the
abrupt closure of its Baltimore and Glen Burnie locations,
but there was no teachouts available for the vast majority
of NTS students who were actually or noninally enrolled at
the Laurel location. T.IV.117.

After NTS’ abrupt closure, the Commission received
*hundreds and hundreds* of calls from students, and even in
February of 1994, over three years after NTS closed, the
Commission continues to receive regular calls from former
NTS students requesting assistance. T.IV.117-18. Because
of their student loans and the unpaid refunds from NTS,
these students frequently have been given bad credit
ratings and are prevented from making ordinary types of
consumer purchases; they have had their tax refunds
intercepted; and they cannot obtain new financing to
continue their education elsewhere. T.IV.119-20. PFor
those students due full refund from NTS, if NTS had made
the refunds the students’ credit problems and the other
negative consequences would not have occurred, and those
problems may still be correctable to some extent now.
T.IV.120.

NTS was heavily dependent upon financial aid for its
students. According to the Maryland Higher Education Loan
Corporation’s report for the fiscal year anded June 30,
1990, NTS Laurel received $9,099,624.00 in guaranteed
student loans and NTS Baltimore received $3,070,417.00 of
such loans. NTS was the second largest recipient of
student loans in Maryland. Ex. 107 at 9.

Because NTS Forfeited its Corporate Charter, It Cannot
Shield Mr. Iongo from the Commission’s Claim

A. Corporate History

NTS was incorporated in Maryland on February 9, 1976. EX.
171.

NTS forfeited its corporate charter on October 15, 1986 for
nonpayment of its corporate personal property taxes. Ex.
171.

NTS filed articles of revival for its corporate charter on

-‘-



1s8.

19,

20,

21.

22,

23.

24.

January 11, 1989. Ex. 171; Ex. 172.

NTS forfeited its corporate charter again on October 10,
1990 for nonpayment of its corporate personal property
taxes due on April 15, 1989. Ex. 171.

NTS did not pay any Maryland corporate personal property
taxes after January 11, 1989. {Inference from Ex. 171.)

B. NTS Failed to Pay All Taxes Owing to the State of
Maryvland Upon 1ts Attempted Revival

As of January 31, 1988, NTS owed $84,942 in unpaid payroll
taxes. Ex. 22 at 17. This amount exceeded its payroll
{(and other) tax expenses for the entire fiscal Year, Ex. 22
at 14 (Statement 3). Therefore, since NTS was
headquartered in Maryland and payroll tax deductions from
employees’ paychecks typically include both state and
federal amounts, I f£ind that a significant portion of the
unpaid payroll taxes as of 1/31/88 were due and owing to
the State of Maryland.

As of January 31, 1989, NTS owed at least $32,932 in unpaiad
payroll taxes. Ex. 24 at 22 (Statement 10). 8ince its
expanse for payroll taxes for the fiscal year was $111,042,
Ex. 24 at 19 (Statement 3), it appears that about three or
more months worth of taxes were still owing as of 1/31/89
[$32,932 divided by $111,042 multiplied by 12 montha]. As
above, I conclude that some of this debt was to the State
of Maryland, so NTS was not fully paid up in its tax
payments to the State of Maryland in January of 1989.

For the fiscal year ended 1/31/89, NTS initially calculated
that it owed $99,044 in income taxes to the State of
Maryland, of which $84,044 remained unpaid at the end of
that fiscal year. Ex. 24 at 26. In addition, because NTS
obtained an extension for filing that year’s return and had
to pay a penalty for underpayment of the tax during the
year, Ex. 24 at 28, 26, it appears that the $84,044 was
included in the $510,542 ®provision for income tax” that
wag reflected on NTS’ balance sheet as of 1/31/89, Ex. 24
at 4, 22, and that the income tax remained unpaia
throughout most of 1989.

As of January 31, 1990, NTS owed at least $10,404 in unpaid
withholding taxes to the State of Maryland. Ex. 30 at 2
(account 213).

As of January 31, 1990, NTS reported a liability of at
least $412,783 in unpaid federal and state income taxes.
Ex. 30 at 2 (account 210). It is reasonable to assume that
some of this balance includes taxes owing to the State of

-5-



25,

26,

27.

23.

29,

30.

3l.

III.

’ 32.

Maryland, as in the previous year. Cf. Ex. 29 at §
{(account 213 -~ no payments to Maryland noted); Ex. 25 at
12 (no payments claimed).

As of July 24, 1990, NTS was delinguent in its payment of
income tax owed to the State of Maryland for prior periods
in the amount of $72,317 in tax and $29,437.96 interest and
penalty. Ex. 107 at 17.

As of at least May 30, July 25, July 31 and September 10,
1990, NTS was delinquent in its payments of withholding
taxes owed for prior periods to the State of Maryland
Comptroller of the Treasury. Ex. 107 at 16.

As of September 21, 1990, NTS owed at least $97,297 in
income and withholding taxes and $14,181 in unemployment
taxes to the State of Maryland. Ex. 27 at 18.

As of July 30, 1990, NTS owed and had not paid the State of
Maryland approximately $12,100 for a required excise tax
payment for the Higher Education Commission’s Guaranty
Student Tuition Fund. Ex. 108 at 20.

As of January 11, 1989, NTS had not paid all state and
local taxes, except taxes on real estate, and all interest

~and penalties due from NTS to the State of Maryland.

At no time from at least January 31, 1988 through its
bankruptcy case in 1990-93 had NTS paid all state and local
taxes, except taxes on real estate, and all interest and
penalties due from NTS to the State of Maryland.

At least with respect to the State of Maryland, including
the Commiszsion, NTS was not a legally viable entity on and
after October 15, 1986, and Mr. Longo is personally liable
as the sole shareholder/proprietor/operator of NTS for any
debts to the State and the Commission incurred on or after
that date.

NT3¢ Treatment of Students and Refunds Owed

A. General Policies and Practices

Making student refunds at NTS was generally a low
priority. T.I.94. As one knowledgeable former NTS
enployee testified, “They generally didn’t make a refund
unless the student made enough stink about it just to get
them off their back.” T.I.94-95. Gary Boardwine, the NTS
Controller, also admitted that he would only wmake refunds
#if a student called me” or ~if [the) financial aid
[department] put through a phone call to me that a student

-6-



33.

4.

as.

36.

37.

8.

39.

had called in reference to a refund.* 7.I1I1.92, 95.
Otherwise, he would wait until the end of the year when he
prepared and reconciled his reports. Id.

Mr. Boardwine equivocated on whether making student refunds
was a low priority for NTS, T 1IV.98=100, but he did admit
that NTS owed over $1.5 million in student refunds as of
January 31, 1990 that it did not pay, T.IV.102-03, that
there was oftentimes substantial delay from his receipt of
a refund form until he would prepare a check, T.IV.95, that
even if a check was prepared there might be an additional
delay before it was mailed out, id., and that even when it
was mailed out the student refund checks might bounce.
T.IV.100.

Mr. Boardwine also admitted that most refunds for students
with financial aid would go back to the lending bank (for
guaranteed loans) or to the federal government (for Pell
grants), without a copy to the students, and that the
student would not necessarily be informed of NTS’ refund
liability upon the student’s withdrawal. T.IV.96-98.

In fact, most students would have no way of even knowing if
a refund wvas owed on their account, and would not think
about the issue until many months later when “the bank was
calling them for their payment.” T.IV.96

Although Mr. Boardwine had primary responsibility for
preparing NTS checks, he did not have full authority to
decide what disbursements to make. Those decisions were
ultimately made and controlled by cCharles R. Longo
personally. T.I.95; T.IV.99-100. See also T.I.100 (Mr.
Boardwine “couldn’t make* student refun

The policy of NTS and Mr. Longo of not making student
refunds unless the students called and complained went back
several vears, and at least before November 1989 was not at
all attributable to a lack of money to make those

refunds. T.I.96.

Over the years, students as a group were the largest
creditor of NTS and were unknowingly supplying vast amounts
of credit and working capital to NTS. See Summary S-2.

For example, for the two years ending 1/31/89 and 1/31/90,
NTS? financial statements reported at least $2.8 million
and $3.5 million in liabilities to students. Id. And by
the time of NTS8/ bankruptcy petition, NTS estimated that it
owed $7.8 million in student refunds, which was 76% of its
total debt to all creditors. Id.; BEx. 27 at 44, 65.

NTS did not properly maintain academic and attendance
information in its student files. The data was often

-7-



40.

41.

42.

43,

44,

45,

insufficient to determine whether students met entrance
requirements for the program and whether their continued
work was meeting the standards of progress requirement.
NTS also failed to maintain proper refund records in each
student file, as required by regulations. Ex. 107 at 22~
23; see also Ex. 108 at 13-15 (deficient records).

During at least the summer of 1990, the refund records of
NTS were *in a state of complete disarray and were not
available for inspection upon reascnable notice. . . .
(I)n the majority of the cases there was no verificatio
that refunds had been made. Where there was verification,
it showed the refunds were either late or the checks were
not backed by sufficient funds.# BEx. 107 at 26.

NTS (under the complete control of Mr. Longo) also
deliberately falsified student records, including refund
records, in preparation for the Commission’s visit in June
1990, and deliberately denied the Commission access to
important computer information during that visit. Ex. 108
at 16; T.IV.114-15.

One of the issues in the first deficiency statement hearing
wag NTS’ improper refund policy. On that issue, the ALJ
concluded: ~This policy significantly differs froa the
required refund policy as set forth in COMAR

13B.01.01.07N. Under that regulation, students who
completed 10-20% of the program are entitled an 80%

refund. Under the NTS policy, however, they are entitled
only to a 75% refund. Similarly students completing 25-30%
of the program are entitled by regulation to a 60% refund;
the NTS policy allows them only a 50% refund. I,
therefore, find that there are significant deviations
between the NTS policy and Commission regulations in this
regard.” Ex. 107 at 27-28.

In the administrative hearing, the Commission established
that NTS #failed to keep proper records to insure that any
refunds due to students were made in a timely and accurate
manner,” and that NTS “failed to maintain adequate _
financial records, particularly refund records.” Ex. 107
at 35.

The tractor-trailer truck driving program was NTS’ largest
and most profitable program, in terms of number of
students, total revenues and net income. E.gq., Ex. 30; Ex.
114. That program was offered primarily out of the Laurel
office of NTS. Ex. 107 at 8.

The tractor-trailer program consisted of 30 lessons of

*home study” or correspondence coursaes, followed by a
resident training program. E.g. Ex. 120 at 1-2. The home



46,

47.

48,

49.

50.

51.

52.

53.

study portion was flexible and could proceed according to
the student’s own pace in completing lessons, but the whole
program was rated for financial aid and approval purposes
as a six-month program, Ex. 107 at 13, and students had to
compl:te a minimum of one lesson every 60 days. E.g., Ex.
120 at 1.

Following successful completion of all of the required 30
home study lessons, tractor~trailer students could begin
the *“residency” portion of the program. T.I.100~01. This
portion consisted of classroom work and “field training~
experience with tractor-trailer trucks at the Laurel
location. BEx. 107 at 8; T.I.56-65.

Throughout 1989 and 1990, NTS’ tuition for the tractor-
trajiler program was a total of $3,495, of which $2,495 was
allocated to the home study portion and $1,000 to the
residency portion. E.g., Ex. 120 at 1-2; T.I.98.

An NTS student could cancel an enrollment agreement within
seven days of execution with no paenalty and would then be
due a full refund of all moneys paid. E.g., Ex. 120 at 1.

After the 7-day initial cancellation period, NTS had
separate refund policies or calculations for the home study
and the residency portions of the tractor-trailer progranm,
each of which involved a $100 cancellation fee and then a
prorated refund based on the percentage of that portion of
the course completed.

One practical result of NTS’ tuition and refund policy was
that NTS could claim a minimum amount of 10% earned tuition
for a student who cancelled after seven days without having
attended any courses or completed lessons. E.g., Ex. 118
at 1 (lines 9, 11).

Another pratical result of NTS’ front~loading of the
tuition on the home study portion of the program and its
refund policies was that NTS would be contractually
entitled to the full $2,495 tuition for the home study
portion of the tractor-trailer program after a student had
completed 15 or more lessons. E.g., Ex 118 at 1, line 2;
T.I.98.

The Commission does not regulate the amount or allocation
of a private career school’s tuition. See COMAR 13B.01.01.

In contrast to NTS’ deliberate lack of attention regarding
student refunds, NTS sales representatives would go to
extraordinary lengths to get loan checks signed. E.q.,
T.I.86-87 (sneaking into high security work area to locate
student during his employment); T.I.79 (traveling to

-9-



54.

homeless shelter in Washington, D.C. or #cabbing” the
student to the office); T.1.61-63 (salesman hounding
student in person and by phone to sign the checks).

When the mail arrived or at other points during the day,
Mr. Longo frequently used to say “get the money.~

T.1.99. This slogan, particularly viewed in light of the
other evidence in this case, demonstrates Mr. Longo’s
overriding interest in milking students and the student
financial aid system for the most money he personally could
obtain, rather than in educational quality or proper
business practices.

B. Specific Exanmples

The evidence of record relating to just a very small sampling

of former NTS students is illustrative of the practices of KTS

and the damaging consequences to the students who were harmed by

those practices and by the abrupt closure of the school.

55,

Vanessa Hawkins enrclled in the Computer Office Technology
program in October of 1988 and had to withdraw after only
about a month and a half in order to care for her

children. Ex. 136; T.I.39. Her tuition was to be paid by
two loans and a Pell grant, and NTS received the first two
disbursements on her loans before she withdrew. T.I.40;
Ex. 136 at 2-3, 7. She thought NTS was supposad to return
her loan checks when she withdrew, T.I.40, and NTS prepared
a form admitting at least a $492.83 refund liability on her
account, Ex. 136 at 6, but that check was never received by
the lending bank. T.I.40; Ex. 136 at 7. Her program was
originally supposed to be 32 weeks, and she attended at
most eight of those weeks, so she would be obligated for
40% of the $4,795 tuition ($1,918) according to NTS?
deficient refund policy in the enrollment contract. Ex.
136 at 1, 6. NTS’ final report shows that $3,252.83 was
recaived on her account, Ex. 194 at 20, which equals the
sum of the first two disbursements on her loans plus the
first disbursement of her Pell grant. See Ex. 136 at 3-

5. Therefore, she was entitled to a total refund of
$1,334.83, rather than the mere $492.83 that NTS
calculated, which if it had been made would have reduced
her loan liability by more than 50%. That refund was not
made, howevar, in the almost two years it was owing from
December of 1988 through the time of NTS’ bankruptcy. As a
consequence she continues to receive collection calls, has
had her tax refund intercepted, and cannot attend another
school to gain desired vocational skills. T.I.44-45,



56.

57.

58.

59,

Keith Brockington enrolled in the Computer Service and
Repair program at the Eutaw Street location in October of
1989. Ex. 124 at 1. His tuition was to be paid by two
student loans and a Pell grant. Ex. 124 at 2-4; T.I.47.

He attended until mid-December 1989, when he had to
discontinue for medical reasons. T.I.48. At that time NTS
had already received the entire disbursements of both of
his student loans, and calculated the refund owed to his
lending bank as $3,478.14, but NTS never made that

refund. Ex. 124 at 2-3, 5, 7. Mr. Brockington had no
knowledge of any refund owing from NTS to his lending bank
at that time or throughout his many dealings with the
school. T.1.48~53. During the fall of 1989, NTS had
already received a Pell grant disbursement for Mr.
Brockington, and was doling it out in #*allowance” checks to
him of about $31 per week. T.I.51~52. At one point while
his medical condition was improving, Mr. Brockington was to
re-enroll in the school for a new full six month program
running from April through October of 1990, Ex. 124 at 6,
but by the time he was actually able to re-enroll the
school had closed. T.I.49~50. Mr. Brockington currently
has a bad credit rating because of the NTS student loans,
and his tax refund has also been intercepted to repay this
debt. T.I.53, 55.

Deborah Robertson enrclled in the tractor-trailer program
at Laurel in late 1989, and although she was never sent all
of the home study lessons she was scheduled to start the
resident training portion of the program on September 15,
1990, which was a Saturday. Ex. 152; T.I.56-57. She
attended on that day, got to drive a truck for about 10
minutes, and then the next day the school was closed.
T.I.57, 64-65. Her tuition was to be paid by a student
loan and a Pell grant, and NTS received both disbursements
on her loan and at least the first payment of her Pell
grant, for a total of $2,928.25, by June 26, 1990. Ex. 152
at 3; Ex. 186 at 11. Ms. Robertson has not been able to go
to another school to complete her training because she
cannot afford to pay cash for the tutition, and she cannot
get another student loan with the one from NTS

outstanding. T.I.65.

Ms. Robertson was recruited by a salesman for NTS going
door~to-door, who represented that she could earn $22,000
to $32,000, would be guaranteed a job upon completion, and
could get “free money” to pay for her school expenses.
T.1.57-60, 63; Ex. 152 at 4-5. These are the type of
illegal tactics for which the Commission cited NTS in the
summer of 1990, See Ex. 108 at 17.

Edna (Woodyard) Reiman was also recruited in person,
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60,

6l.

62.

initially outside of a welfare office and then by a
salesman coming to her home two or three times and called
her repeatedly. T.I.72-73, 76=-77. She was also guaranted
job placement upon completion of the NTS program. Id. She
was also deceived into endorsing a student loan check at
her own home (and an attempt was made on the second loan
check), before she had attended a single class, and in fact
she never did attend a single class at NTS. T.I.74-75.
Nevertheless, NTS kept her student loan proceeds, from 1988
through its closure in 1990, and she currently has a bad
credit rating, cannot obtain financing for a home, and has
had her tax refund intercepted because of that student loan
debt that should have been cancelled in the first place.
T.1.75; Ex. 168 at 6-10,

Richard Lonon was recruited in December of 1988 at a
homeless shelter in Wasington, D.C., by a NTS salaes
representative who would come there to get Mr. Lonen to
endorse checks and to help Mr. lLonon with the home study
courses. T.I,.78-79., (Mr. Lonon also stated that he wvas
*just a fraction of the guys” recruited by NTS at that
shelter. T.I1.80-81.) Once Mr. Lonon completed what he
thought was the last home study course and (most
importantly) signed the last student loan check, he
*received nothing” and did not see or hear from the sales
representative any more. T.I.79-80. NTS’ records reflect
that Mr. Lonon actually completed only 16 of the 30
lessons. Ex. 145 at 12, 13; T.I.81. Also, although NTS
received at least the first $287 Pell grant disbursement
for Mr. Lonon, Ex. 145 at 5, 15, Mr. Lonon never received
any expense money checks from those proceeds. T.I.80.
Because NTS front-locaded the tuition onto the home study
portion of the program, and because Mr. Lonon completed
more than 50% of that portion of the program, he was liable
for the full $2,495 tuition for that part. Thus, even
though Mr. Lonon was only enrolled or active for about two
weeks out of a six-month course and never came close to
seeing a NTS truck, see Ex. 145 at 1-2, 13, NTS kept the
full $2,207.82 student loan proceeds and actually had him
as owing the school another $387. See Ex. 191 at 52 (also
showing he completed only sixteen lessons and was enrolled
for less than a month).

Purcell Cozzens, cne of the students illegally enrolled in
the ACT program in March of 1989, was recruited in part by
false and deceptive promises, never received the computer
for his home study, and has been unable to complete his
education and has received a bad credit rating because of
the NTS loans. T.I.82-84.

Mr. Dale Klamut was also recruited on the basis of a
guarantee of job placement (*he probably said it about five
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63.

Iv.

64.

65,

66.

or six times¥) and on the false promise of a starting
salary of $80,000 to $100,000. T.I.87. Mr. Klamut was
forced to take a lot of time off work to deal with the
consequences of NTS’ abrupt closure, and has been
threatened with bad credit and wage garnishment because of
his student loan to attend NTS before it closed. T.I.88-
89,

NTS enrolled Mr. Sanders Adams in the tractor trailer
program on January 9, 1989 and promptly sent him fifteen or
sixteen lessons. He cancelled from the program by written
notice only 21 days later, on January 30, 1989. Ex. 120 at
1-5, 8. In connection with his enrollment at NTS, Mr.
Adams applied for and received a single disbursement
guaranteed student loan in the gross amount of $2,625,
which was paid by him to NTS. Ex. 120 at 11. According to
NTS’ deficient refund policy and its allocation of tuition,
although Mr. Adams was enrolled in the six-month tractor-
trailer program for only three weeks, NTS was entitled to
the entire $2,495 tuition for the home study portion of the
course, because it mailed him 15 or 16 lessons out of 30.
Ex. 120 at 1-2, 8. NTS did not promptly report the
cancellation of Mr. Sanders Adams to his guaranteed student
lender, as required by federal regulations and agreements,
because in Pebruary of 1990 that lender still listed his
separation date from NTS as 08/89, which would have been
his originally scheduled graduation date and the end of his
initial loan period. Ex. 120 at 11. NTS did not make any
refund to Sanders Adams or his guaranteed student loan
lender upon or after his cancellation from NTS. 1Id.

Calculation of the Amount of Commission’s Claim

A. ACT Students Illegally Enrolled by Mr. Longo

The Applied Computer Technology (”ACT”) program was a 100%
home-study program offered out of NTS’s Laurel location.

It provided training in three computer software packages:
spreadsheet, word processing, and database. The total cost
of the program was $3,695.00. Ex. 107 at 19.

NTS submitted its application for approval of the new ACT
program on January 4, 1989. ACT was approved by operation
of law on June 3, 1989, pursuant to section 11-205(a)(3) of
the Education Article, Annotated Code of Maryland. Ex. 107
at 19.

Prior to NTS receiving approval of the ACT program by
operation of law on June 3, 1989, Mr. Longo had been
infromed by a Commission Staff member that marketing and
enrolling out-of-state students in the program before



receiving Commission approval would violate COMAR
13B.01.01.01.K(1) (b) [superseded =-- see COMAR
13B.01.01.05.A(1)(e)). Ex. 107 at 19,

67. During the Commission’s on-site visit to NTS in June of
1990, NTS staff members provided Mr. Beck, a Commission
staff member, with a list of students in the ACT program.
According to that list, 198 students had been enrolled in
the program prior to June 3, 1989. Ex. 107 at 20-21.
Despite Mr. Longo’s denials, several employees of NTS
admitted that NTS had exclusively provided technical
support for ACT at the Laurel office, at all times after
the program started, that all test grading was done at the
Laurel branch, that Laurel personnel sent all lessons to
ACT students,and that all ACT files had been maintained at
the Laurel location since the beginning of the ACT
program. Ex. 107 at 21.

68. Mr. Longo testified that while the test materials,
contracts, and other material for ACT directed the students
to send all correspondence to the Laurel location, it was
in fact then sent from the Laurel office to the out-of-
astate locations vwhere the program was being run. The
Administrative Law Judge who heard this testimony
spfg}fically found it #not to be credible.” Ex. 107 at
21.

69. The ALJ also expressly concluded that NTS had "enrolled 180
students in the ACT program, corrected, graded and
otherwise serviced the ACT program in the State of Maryland
prior to its approval on June 3, 1989%, in violation of
COMAR 13B.01.01.01K{1)(b). Ex. 107 at 22, 36.

4 Although Mr. Longo’s illegal enrollment of the ACT students
was already established and was not an issue in this case, part
of his own testimony on direct confirms his attitude that
directly caused that violation. He stated:

Most of the curriculum development was delegated.
I’m a result orientated (sic) person. So, in other
words, I would have him go ahead and put together a
program and then we would go ahead and test the
program, we would submit it or whatever.

T.IV.134. Going ahead and testing the program may be consistent
with a result-oriented style, but doing so before or at the same
time that it was submitted for approval was expressly prohibited
by regulation. Moreover, Mr. Longo was well aware of that
prohibition from an earlier unapproved program that he introduced
in a similar manner, and from the resulting litigation with the
Commission’s predecessor in the mid-1980‘s.



70.

71.

72.

73.

74.

75.

76.

77.

The Secretary of Higher Education had the authority to
order NTS to issue refunds to each student who enrolled in
the ACT program prior to Commission approval. Ex. 107 at
39,

NTS owed and owes former students of its ACT program
$731,610 in refunds for students who were illegally
enrolled between January and June 3, 1989.

B. Student Refunds Owed -- Summary Reports

1. Active Students at Closure

During August and September of 1990, NTS closed, cancelled
and discontinued all of its courses and programs.

As of September 21, 1990, NTS had received at least
$4,549,216.93 in tuition and fees from students of its
tractor-trailer and diesel mechanics programs who were
actively enrolled at the time of the closure of their
programs. Ex. 186, page 33 (~amount paid” column);
T.IV.74-78,

Pursuant to COMAR 13B.01.01.12(H) and the enrollment '
contracts enteraed into between NTS and its students, if NTS

closed, cancelled or discontinued a course or program it
ow:d the students a full refund of all tuition and fees

pald.

As of September 21, 1990, NTS had received at least.
$565,134.33 in tuition and fees from students of its
Applied Computer Technology program who were actively
enrolled at the time of the closure of that program. EX.
187, page 6 (“paid to date* column); T.IV.80-82.

As of September 21, 1990, NTS had received at least
$287,746.75 in tuition and fees from students of its
Baltimore and Glen Burnie computer school programs who were
actively enrolled at the time of the closure of those
programs. Ex. 188, page 10 (“student paid to date”
column); T.IV. 83.

In addition, NTS had received $51,293.73 in tuition and
fees from another group of students of its Baltimore and
Glen Burnie computer school programs who had not yet °
completed their programs at the time of the closure of
those programs. Ex. 189 (#student paid to date” column};
T.IV.83-84. [Although Mr. Boardwine did not know or
remember what the code *L* meant on Exhibit 189, the
majority of students on that report have the status code
#E* for enrolled, and the *L* code does not mean cancelled



78.

79.

80,

81l.

82.

83.

84.

85.

86,

or graduated. T.IV.84. Therefore, the only reasonable
inference is that students with status *“L* were still
enrolled at NTS.)

The total amount of refunds owed to actively enrolled NTS
students upon the closure of its programs is
$5,453,391.24.

Each of the students listed on Exhibits 186, 187, 188 and
189 is owed a full refund of all amounts paid to NTS. Up
to the first $900.00 of each such claim is an allowed
priority claim pursuant to 11 U.S.C. § 507(a)(6), and the
balance of each such claim is an allowed general unsecured
claim. The total priority amount is $1,640,046.08.
[Summary S-1.}

2. Prior Unpaid Refunds

As of September 21, 1990, NTS owed graduates of its
tractor-trailer and diesel mechanics programs $6,237.64 in
refunds that had not been paid. Ex. 190, page 14 (*refunds
due” column); T.IV.85-86.

Each of the students listed on Exhibit 190 with a positive
amount in the #“Refunds Due* column has an allowed general
unsecured claim in the amount listed, for a total of
$6,237.64

As of September 21, 1990, NTS owed graduates of its
computer school programs $29,363.24 in refunds that had not
been paid. T.IV.92-93; EX. 193; Summary $-193.

Each of the students listed on Exhibit 193 with a greater
amount in the #student Paid to Date” column than in the
#Contract Amount” column has an allowed general unsecured
claim in the amount of the difference, as reflected on
summary S~193.

As of September 21, 1990, NTS owed students of its tractor-
trailer and diesel mechanics programs who had cancelled a
total of $1,247,070.25 in refunds that it had not paid.

Ex. 191, page 58 (“refunds due” column); T.IV.86-87.

Bach of the students listed on Exhibit 191 with a positive
amount in the #"Refunds Due” column has an allowed general
unsecured claim in the amount listed, for a total of
$1,247,070.25.

NTS did not perform individualized calculations of the
amount of refundas owed to cancelled students in its ACT and
computer school programs in 1990, T.IV.87, 93-94. The NTS
earned income reports for those students do not include a
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