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AN ACT
Providing for the regulation of health club contracts; and
providing for further duties of the Bureau of Consuner

Protection, the Attorney Ceneral and district attorneys.

The purpose of this act is to safeguard the public interest
agai nst fraud, deceit and financial hardship and to foster and
encour age conpetition, fair dealing and prosperity in the field
of health club services by prohibiting false and m sl eadi ng
advertising and di shonest, deceptive and unscrupul ous practices
by which the public has been injured in connection with
contracts for health club services.
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16 The General Assenbly of the Conmonweal th of Pennsyl vani a
17 hereby enacts as foll ows:

18 Section 1. Short title.

19 This act shall be known and nay be cited as the Health C ub
20 Act.
21 Section 2. Definitions.
22 The foll ow ng words and phrases when used in this act shal
23 have the nmeanings given to themin this section unless the
24 context clearly indicates otherw se:
25 "Busi ness day." Any day except a Sunday or a |egal holiday.
26 "Buyer." A natural person who enters into a health club
27 contract.
28 "Director.” The Director of the Bureau of Consuner
29 Protection.
30 "Health club.” A person, firm corporation, organization,
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1 club or association engaged in the sale of nenberships in a
2 health spa, racquet club, figure salon, weight reduction center
3 or other physical culture service enterprise offering facilities
4 for the preservation, naintenance, encouragenent or devel opnment
5 of physical fitness or physical well-being. The termshall not
6 include the follow ng:
7 (1) Bona fide nonprofit religious, ethnic, comunity or
8 servi ce organi zati ons whose functions as health clubs are
9 only incidental to their overall functions and purposes as
10 determined by the director.
11 (2) A facility owed or operated by the Federal
12 Gover nnent .
13 (3) Afacility owed or operated by this Conmonweal th or
14 any of its political subdivisions.
15 (4) A nonprofit public or private school, college or
16 uni versity whose functions as health clubs are only
17 incidental to their overall functions and purposes as
18 determi ned by the director.
19 (5) A private club owned and operated by its nmenbers.
20 (6) A weight reduction organi zati on whi ch enphasi zes
21 diet and nutrition and which does not provide physical
22 exercise facilities and does not conduct a physical exercise
23 programon the prem ses as part of its services and as
24 determi ned by the director.
25 "Health club contract.”™ An agreenent in which the buyer of
26 health club services purchases, or becones obligated to
27 purchase, health club services to be rendered over a period of
28 nore than three nonths, whether or not the health club is
29 conpl eted or operational.
30 "Health club services."™ Services, privileges or rights
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1

offered for sale or provided by a health cl ub.

2 Section 3. Contents of health club contract.

(a) GCeneral rule.--Every health club contract shall be in

witing and shall contain the follow ng provisions:

(1) The date on which the buyer actually signed the
contract.

(2) Provisions permtting the buyer to cancel the
contract without penalty within three business days of its
signing and the buyer receiving a fully conpl eted copy
t hereof . Upon recei pt of notice of cancellation under this
par agr aph, the health club shall refund to the buyer al
noneys, including any initiation fee, paid under the
contract.

(3) A provision that, if a health club facility
tenporarily closes for 30 days or |ess, the buyer shal
recei ve an extension of the nmenbership termequal to the
period during which the facility is closed.

(4) A provision permtting the buyer to cancel the
contract if the health club facility closes for nore than 30
days and the health club fails to provide a conparable
facility within #+v+e TEN mles of the | ocation designated in
the health club contract. Upon receipt of notice of
cancel l ati on under this paragraph, the health club shal
refund to the buyer all noneys paid in excess of an anount
conputed by dividing the full contract price, including any
initiation fee, by the nunber of weeks in the contract term
and multiplying the result by the nunber of weeks el apsed in
the contract term

(5) A provision permtting the buyer to extend the

menbership termof the contract at no additional cost for a

19890S0134B1652 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

period of time equal to the duration of a disability where

t he buyer has a disability which precludes the buyer from
using one-third or nore of the health club facilities for a
period of less than six nonths and the disability is verified
by a physi ci an.

(6) A provision permtting the buyer or his |egal
representative to cancel the contract if the buyer dies or
beconmes pernmanently di sabled. A permanent disability neans a
condi tion which precludes the buyer fromusing one-third or
nore of the facilities for six nonths or nore and the
condition is verified by a physician. Upon receipt of notice
of cancell ation under this paragraph, the health club shal
refund to the buyer all noneys paid in excess of an anount
conputed by dividing the full contract price, including any
initiation fee, by the nunber of weeks in the contract term
and multiplying the result by the nunber of weeks el apsed in
the contract term |ess a predeterm ned fee not exceeding
$100, or, if nore than half the Iife of the contract has
expired, a predeterm ned fee not exceeding $50. In the case
of permanent disability, the health club may require the
buyer to submit to a physical exam nation by a physician
agreeable to the buyer and the health club. The additional
cost of the exam nation shall be borne by the health club.

(7) A provision permtting the buyer to cancel the
contract if the buyer noves nore than 25 additional mles
fromthe health club and is unable to transfer the contract
to a conparable facility located within five mles of his new
resi dence. Upon receipt of notice of cancellation under this
par agr aph, the health club shall refund to the buyer al

noneys paid in excess of an anobunt conputed as of the date of
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rel ocation by dividing the full contract price, including any
initiation fee, by the nunber of weeks in the contract term
and multiplying the result by the nunber of weeks el apsed in
the contract term |ess a predeterm ned fee not exceeding
$100, or, if nore than half the Iife of the contract has
expired, a predeterm ned fee not exceedi ng $50.

(8) Provisions that, to cancel a contract pursuant to
par agraph (2), (4), (6) or (7), the buyer shall notify the
health club of cancellation in witing, by certified mail,
return recei pt requested, or by personal delivery to the
address specified in the health club contract; that all noney
to be refunded upon cancellation of the health club contract
shall be paid within 40 days of receipt of the notice of
cancel lation; and that, if the buyer has executed a credit,
lien or automatic funds transfer agreenent with the health
club to pay for health club services, any negotiable
instrument or credit or lien agreenent executed by the buyer
shall al so be returned and any automatic transfer shall be
canceled within 40 days after the cancellation.

(9) |If the health club facility is not conpleted and
operational on the date the health club contract is executed:

(i) A provision stating the date the facilities wll
be open and avail able for use.

(i1i) A provision permtting the buyer to cancel the
contract w thout penalty and receive a full refund,
including any initiation fee, if the facility is not
conpl eted and operational by the date specified in the
contract.

(tiit) A provision permtting the buyer to cancel the

contract w thout penalty and receive a full refund,
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1 including any initiation fee, within three business days
2 after the facility opens or the buyer receives notice of
3 its openi ng, whichever occurs |later.

4 (10) A provision setting forth the nane and address of
5 the surety or bank fromwhich the health club has obtained a
6 bond or letter of credit and describing the procedure to

7 obtain a refund under such bond or letter of credit.

8 (11) A provision that, until the health club has

9 provi ded the buyer with a signed copy of a contract witten
10 in full conpliance with this section, the buyer may cancel

11 the contract at any tine.

12 (b) Notice provisions required.--A health club contract and
13 any prom ssory notes executed by the buyer in connection with
14 the health club contract shall contain the foll ow ng provisions
15 on their faces in boldface type of a mninmumsize of ten points:
16 (1) Notice of consuner rights.--

17 BUYER S RI GHT TO CANCEL

18 If you wish to cancel this contract, you may cance
19 by delivering or mailing by certified mail, return
20 recei pt requested, witten notice to this health
21 club. The notice nmust say that you do not wish to be
22 bound by the contract and must be delivered or mail ed
23 before 12 m dnight of the third business day after
24 you sign and receive a copy of this contract. The
25 notice nust be delivered or mailed to . . .(health
26 club shall insert its name and nmailing address). In
27 some cases you may al so cancel this contract if you
28 signed it before the health club facility was
29 conpleted, if the club noves or goes out of business,
30 if you becone permanently disabled or if you nove
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fromthe area. If you cancel, the health club may be
entitled to a certain portion of the contract price.
If the health club goes out of business or refuses to
give you a refund, there nay be a bond or letter of
credit under which you are entitled to collect. For
details, read your contract carefully. Enforcenent of
the Health Club Act is by the Attorney General of the
Commonweal th of Pennsylvania or the district attorney
of the county in which the health club is | ocated.
You may also bring a private cause of action. |If your
rights are violated, you may contact the State Bureau
of Consuner Protection or your |ocal district
attorney.

(2) Notice of clains and defenses. --

NOTI CE

Any hol der of this contract or note is subject to all
clainms and defenses which the debtor could assert
agai nst the seller of goods or services obtained
pursuant hereto or with the proceeds hereof. Recovery
her eunder by the debtor shall not exceed anobunts paid
by the debtor hereunder.

(c) Assignnent of right of action.--Wether or not the
health club has conplied with the notice requirenents of this
section, any right of action or defense arising out of a health
club contract which the buyer has against the health club, and
whi ch woul d be cut off by assignment, shall not be cut off by
assignment of the contract to a third-party hol der, whether or
not the hol der acquires the contract in good faith and for
val ue.

(d) Execution and delivery.--Every health club contract
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shall be signed by the buyer, and a copy shall be delivered to
the buyer at the tine the contract is executed.
Section 4. Duration of contract.

(a) Term--The maximumterm of a health club contract shal
be 36 nonths.

(b) Renewal.--No health club contract may contain an
automati c renewal clause, unless the contract provides for a
renewal option for continued nenbership which nmust be
affirmatively accepted by the buyer at the expiration of each
contract term
Section 5. Initiation fees.

Except as provided in section 13, the amount of any
initiation fees inposed by a health club shall be reasonably
related to the club's costs for establishing the initial health
club nmenbership. An initiation fee shall not be inposed for the
pur pose of circunventing the requirenents of this act.
Initiation fees shall be included in the conmputation of any
refunds due under this act.

Section 6. Provisions of act not exclusive.

The provisions of this act are not exclusive and do not
relieve the parties or the contracts subject to this act from
the duty to conply with all other applicable provisions of |aw
Section 7. Nonconplying contract voidabl e.

A health club contract which does not conply with this act
shall be voidable at the option of the buyer.

Section 8. Effect of facility closing on certain contracts.

Any health club contract entered into by the buyer within 30
days of the closing of a health club shall be voidable at the
option of the buyer.

Section 9. Msrepresentation rendering contract voidabl e.
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A health club contract entered into by the buyer due to false
or msleading information, representation or advertisenent of
the health club or its agents shall be voidable at the option of
t he buyer.

Section 10. Wiver of provisions.

An attenpted waiver by the buyer of the provisions of this
act shall be deened contrary to public policy and shall be void
and unenf or ceabl e.

Section 11. Bend—ortetter—of——ecredit FI NANCI AL SECURI TY
required.

(a) Filing of bend FI NANCI AL SECURITY.--Before entering into
a health club contract for health club services, a health club
shall file and maintain with the director, in formand substance
satisfactory to him a bond with corporate surety froma conpany
aut hori zed to transact business in this Commonweal th, e+ an
irrevocable letter of credit froma bank insured by the Federal
Deposit I nsurance Corporation (FDIC), OR A MORTGAGE OR JUDGVENT
NOTE SECURED BY AN | NTEREST | N REAL ESTATE OMED BY THE HEALTH
CLUB in the amounts indicated bel ow

(1) Health club contracts for no nore than 12 nonths -
$50, 000. bend—or—tetter—of—credit-—
(2) Any health club contract for nore than 12 nont hs but
no nore than 24 nonths - $100, 000. benrd—er—tetter—of—credit—
(3) Any health club contract for nore than 24 nonths -
$200, 000. bend—er—tetter—of——ecredit-—
However, any health club that certifies in witing with the
director that it wll sell and maintain health club contracts
for no nore than 24 nonths and with no nore than the nunber of
persons indicated below shall, for so long as it abides by this

certification, be required to file with the director such a—bend
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or—tetter—of—credit FINANCI AL SECURITY only in the amounts
i ndi cat ed bel ow.
300 persons - $50, 000 bend—or—tetter—of—credit
150 persons - $25,000 bend—er—tetter—of—credit

(B) MORTGAGE OR JUDGVENT NOTE. - - WHEN THE FI NANCI AL SECURI TY
FILED WTH THE DIRECTOR I S IN THE FORM OF A MORTGAGE OR JUDGVENT
NOTE, I'T SHALL BE ACCOVPANI ED BY AN APPRAI SAL OF THE PLEDGED
PROPERTY SATI SFACTORY TO THE DI RECTOR, TOGETHER W TH A TI TLE
I NSURANCE PCLI CY FROM AN | NSURANCE COVPANY AUTHCRI ZED TO DO
BUSI NESS IN THI S COVWWONVEALTH OR A CERTI FI CATE FROM AN ATTORNEY
VWHO | S ADM TTED TO PRACTICE IN TH S COMVONWEALTH CERTI FYlI NG THAT
THE HEALTH CLUB HAD AN UNENCUMBERED EQUI TY | N THE PROPERTY
PLEDGED OF AT LEAST 125% OF THE AMOUNT OF FI NANCI AL SECURI TY
REQUI RED UNDER SUBSECTI ON (A) AT THE TI ME THE MORTGAGE OR
JUDGMENT NOTE WAS ENTERED OF RECORD

by (O Duration.--The bend—eor—tetter—of——credit FI NANCI AL
SECURI TY shall be filed and mai ntai ned regardl ess of whether the
health club facilities are as yet conpleted and open to nenbers
and shall not be canceled or term nated except with the consent
of the director.

¢} (D Nunber.--Each separate | ocation where health club
services are offered shall be considered a separate health club
and shall file a—separatebondortetter—ofecredit SEPARATE
FI NANCI AL SECURI TY with respect thereto, even though the
separate | ocations are owned by the sanme person

&) (E) Purpose.--The bend—er—tetter—of——eredit Fl NANCI AL
SECURI TY shall be for the exclusive purpose of providing buyer
refunds and shall not be deened an asset of the health club for
bankruptcy or any other purpose. The buyer's claimto any noney

under this section shall be prior to that of any creditor of the
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heal th club

e} (F) Certification of conpliance.--Al health clubs shal
certify to the director on or before June 1 of each year that
t he appropri ate bend—eor—tetter—of——ecredit FI NANCI AL SECURI TY
remains in effect.

Section 12. Protection afforded.

(a) Refund to buyer.--The bend—er—tetter—of—credit FI NANCI AL
SECURI TY required by section 11 shall be for the benefit of a
buyer who sustains any |oss or danage as a result of the breach
of contract or bankruptcy by a health club.

(b) Recovery.--If an injured buyer does not receive a refund
fromthe health club, he may file a claimw th the surety, and,
if the claimis not paid, the buyer may bring an action based on
t he bond and recover against the surety. In the case of a letter
of credit that has been filed with the director, the buyer shal
bring an action against the health club and thereafter submt
the final judgnment he obtains to the director requesting paynent
under the terns of the letter of credit. IN THE CASE CF A
MORTGAGE OR JUDGVENT NOTE THAT HAS BEEN FI LED W TH THE DI RECTOR
THE BUYER MAY BRI NG AN APPROPRI ATE LEGAL ACTI ON AGAI NST THE
HEALTH CLUB AND, UPON OBTAI NI NG A FI NAL JUDGMVENT, SATISFY HI S
CLAI M FROM THE PROCEEDS

(c) Statute of limtations.--Any claimunder this section
shall be filed no later than six nonths fromthe date on which
the injury occurred.

(d) Limtation on liability of surety.--The aggregate
l[iability of the bond or letter of credit to all persons for al
breaches of the conditions of the bond e+, letter of credit OR
MORTGACE OR JUDGMENT NOTE shall in no event exceed the anount of
bond e+, letter of credit OR MORTGAGE OR JUDGVENT NOTE. |f
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clainms filed exceed the anount of the bond, the surety shal
di stribute the anbunt of the bond as a standard percentage of
t he amount cl ainmed by all buyers seeking relief under this
secti on.

(e) Contract records.--Every health club shall maintain
accurate records of the name, address, contract terns and
paynents of each buyer of health club services. These records
shall be open for inspection and copying by the director during

nor mal busi ness hours or upon 48 hours' witten notice.

Section 13. Health club exenmpt from benrd—er—tetter—of—credit <—
FI NANCI AL SECURI TY. <
A health club shall be exenpt fromfiling and maintaining a <—

bond—or—tetter—of—eredit FI NANCI AL SECURI TY upon providing the <—
director satisfactory proof that all of its health club
contracts neet all of the follow ng requirenents:
(1) Al health club contracts used nust contain the
foll ow ng cl ause:
Under this contract, no further paynents shall be due
to anyone, including any purchaser of any note
associated with or contained in this contract, in the
event the health club at which the contract is
entered into ceases operation and fails to offer a
conparabl e alternate | ocation within #ve TEN m | es. <—
(2) Al paynments due under the contract nust be in equal
nmonthly installments spread over the entire termof the
contract, except that a club may charge and collect at the
begi nning of the contract, an initiation fee not to exceed
the lesser of six nonthly installnments to be nade under the
contract, or the actual costs of establishing the initial

heal t h cl ub nmenber shi p.
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(3) There nmay be no paynents of any type, including, but
not limted to, down paynments, nenbership fees or any other

di rect paynent to the health club, other than the nonthly

paynents and initiation fees described in paragraph (2).

(4) The termof the contract may not exceed 12 nont hs.
(5) The contract nust conply with all other provisions

of this act.

Section-—14.—— Trabned personnel— <—

Every—health—elub—shal—ensure—that—+t—has—enployees—tratned
SECTI ON 14. EMPLOYEE AVAI LABLE TO ADM NI STER CPR. <—

(A) GENERAL RULE. - - EVERY HEALTH CLUB SHALL EMPLOY AND HAVE
ON THE HEALTH CLUB' S PREM SES DURI NG THE CLUB' S HOURS OF
OPERATI ON A PERSON WHO | S TRAI NED AND CERTI FI ED TO ADM NI STER
CPR.

(B) NATURE OF EMPLOYMENT. - - AN EMPLOYEE WHO | S TRAI NED AND
CERTI FI ED TO ADM NI STER CPR MAY BE H RED PRI MARI LY TO FULFI LL
OTHER FUNCTI ONS FOR THE EMPLOYI NG HEALTH CLUB.

(© NUMBER OF EMPLOYEES CERTI FIED. --1F A HEALTH CLUB | S OPEN
FOR MORE THAN ElI GHT HOURS A DAY AND MORE THAN FI VE DAYS A WEEK,

I T SHALL EMPLOY MORE THAN ONE PERSON WHO |I'S TRAI NED AND
CERTI FI ED TO ADM NI STER CPR.

(D) MONI TORI NG - - THE DEPARTMENT SHALL MONI TOR EACH LI CENSED
FI TNESS CENTER TO ENSURE THAT THE PROVI SI ONS OF THI S SECTI ON ARE
BEI NG CARRI ED QUT. | T MAY | MPCSE THE PENALTY PROVI DED FOR I N
SUBSECTI ON ( Q) .

(E) TRAINI NG --THE DEPARTMENT SHALL DETERM NE WHETHER AN
ADEQUATE CPR TRAI NI NG PROGRAM | S BEI NG PROVI DED W THI N EACH
COUNTY AND SHALL | NI TI ATE AND PROVI DE PROGRAMS | N EACH COUNTY
W THOUT ONE.
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(F) REGULATI ONS. - - THE SECRETARY SHALL DEVI SE AND PROMULGATE
REGULATI ONS NECESSARY TO CARRY QUT THE PROVI SIONS OF THI S
SECTI ON.

(G PENALTY.--THE OMNER OF A HEALTH CLUB WHI CH DOES NOT
PROVI DE AN EMPLOYEE VWHO IS TRAI NED AND CERTI FI ED TO ADM NI STER
CPR COW TS A SUMVARY OFFENSE AND SHALL, UPON CONVI CTI ON, BE
SENTENCED TO PAY A FI NE OF $1, 000.

(H DEFINITIONS.--AS USED IN THI' S SECTI ON, THE FOLLOW NG
WORDS AND PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN THI S
SUBSECTI ON:

"CPR. " CARDI OPULMONARY RESUSCI TATI ON, AN APPROVED LI FESAVI NG
TECHNI QUE VHI CH | NVOLVES STI MJULATI ON OF THE LUNGS AND HEART OF A
VI CTI M OF CARDI AC OR PULMONARY DI STRESS.

"DEPARTMENT. " THE DEPARTMENT OF HEALTH OF THE COMVONWEALTH.

"SECRETARY." THE SECRETARY OF HEALTH OF THE COVMONVEALTH.
Section 15. O fenses defined.

(a) Unfair trade practices.--A violation of this act shal
constitute a violation of the act of Decenber 17, 1968
(P.L.1224, No.387), known as the Unfair Trade Practices and
Consuner Protection Law, and shall be subject to the enforcenent
provi sions and private rights of action contained in that act.

(b) Failure to register.--A health club that fails to
regi ster under section 17 commts a m sdeneanor of the second
degr ee.

(c) Failure to maintain bond.--A health club that fails to
obtai n and mai ntai n a—bend—oer—tetter—of——credit FlI NANCI AL <—
SECURI TY under section 11 conmts a m sdeneanor of the second
degr ee.

Section 16. Rules and regul ati ons.

The director may adopt rules and regul ati ons necessary to
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1 enforce and admnister this act. These rules and regul ati ons,

2 when promul gated pursuant to the act of July 31, 1968 (P.L. 769,
3 No.240), referred to as the Commonweal th Docunents Law, shal

4 have the force and effect of |aw

5 Section 17. Registration required.

6 At | east 30 days prior to advertising, offering for sale,

7 selling or providing health club services pursuant to a health
8 <club contract, a health club shall register with the director on
9 aformand in a substance satisfactory to the director.
10 Section 18. Effective date.
11 This act shall take effect in 320 180 days.
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