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THE GENERAL ASSEMBLY OF PENNSYLVANIA
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AN ACT
Regul ating contracts for health spa services and nenbershi p;
prescribing contract terns and conditions; requiring
operators of health spas to post a bond; and providing
penal ti es.

The CGeneral Assenbly finds that there exist in connection
with a substantial nunmber of contracts for health spa services,
sal es practices and business and financi ng net hods whi ch have
wor ked a fraud, deceit, inposition and financial hardship upon
t he people of this Conmonweal th; that existing | egal renedies
are inadequate to correct these abuses; that the health spa
i ndustry has a significant inpact upon the econonmy and well -
bei ng of this Commonwealth and its | ocal comrunities; and that
the provisions of this act relating to such contracts are
necessary for the public welfare.

The General Assenbly declares that the purpose of this act is
to safeguard the public against fraud, deceit, inposition and

financial hardship, and to foster and encourage conpetition,

fair dealing and prosperity in the field of health spa services



1 by prohibiting or restricting false or m sl eadi ng adverti si ng,
2 onerous contract terns, harnful financial practices and other
3 unfair, dishonest, deceptive, destructive, unscrupul ous,

4 fraudul ent and discrimnatory practices by which the public has
5 been injured in connection with contracts for health spa

6 services.
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21 The General Assenbly of the Conmonweal th of Pennsyl vani a
22 hereby enacts as follows:
23 Section 1. Short title.
24 This act shall be known and may be cited as the Health Spa
25 Consuner Protection Act.
26 Section 2. Definitions.
27 The foll ow ng words and phrases when used in this act shal
28 have the nmeanings given to themin this section unless the
29 context clearly indicates otherw se:
30 "Contract for health spa services.” A contract for
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instruction, training or assistance in physical culture, body
bui | di ng, exercising, reducing, figure devel opnent or any ot her
rel ated physical skill, or for the use by an individual patron
of the facilities of a health spa, gymasiumor other facility
used for any of the above purposes, or for nmenbership in any
group, club, association or organization formed for any of the
above purposes. The termshall not include:

(i) Contracts for instruction at public schools.

(i1i) Contracts for instruction, training or assistance
relating to diet or control of eating habits not involving
physi cal culture, body building, exercising, figure
devel opnent or any ot her physical skill.

Section 3. Witten contract required; copy to custoner; terns
and conditions.

(a) Witten contract.--Every contract for health spa
services shall be in witing and shall be subject to the
provi sions of this act.

(b) Customer copy.--A copy of the contract shall be given to
the custonmer at the tinme the contract is signed.

(c) Continuity.--All contracts for health spa services which
are in effect between the sane seller and the sanme buyer, the
terms of which overlap for any period, shall be considered as
one contract for the purposes of this act.

(dy Tinme limts.--No contract for health spa services shal
require paynents or financing by the buyer for nore than two
years fromthe date the contract is entered, nor shall the term
of the contract be neasured by the life of the buyer. The
services to be rendered to the buyer under the contract nmay
extend over a period not to exceed three years fromthe date the

contract is entered.
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1 (e) Conmencenent of services.--Every contract for health spa
2 services shall provide for performance of the agreed upon

3 services to begin within six nonths fromthe date the contract

4 is entered.

5 (f) Specific termns.--

6 (1) Every contract for health spa services shall, in

7 addition, contain on its face, and in close proximty to the
8 space reserved for the signature of the buyer, a conspicuous
9 statenment in a size of at |east ten-point boldface type, as
10 follows: "You, the buyer, may cancel this agreenent at any

11 time prior to mdnight of the third business day of the

12 health spa after the date of this agreenent, excluding

13 Sundays and hol i days. To cancel this agreenment, mail or

14 deliver a signed and dated notice, or send a tel egram which
15 states that you, the buyer, are canceling this agreenent. The
16 notice shall be sent to (nane of health spa operator) at

17 (address of health spa operator)."

18 (2) The contract for health spa services shall contain
19 on the first page, in a type size snmaller than that generally
20 used in the body of the docunent, the date the buyer signed
21 t he contract.
22 (3) Until the health spa operator has conplied with this
23 section, the buyer may cancel the contract for health spa
24 services at any tinme.
25 (4) Al noneys paid pursuant to a contract for health
26 spa services shall be refunded within ten days of receipt of
27 a notice of cancellation, prorated for any health spa
28 services received prior to the cancell ation.
29 Section 4. Limtation on anmount of paynent.
30 No contract for health spa services shall require paynent for
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the services or the use of the facilities in a total anmount in
excess of $1, 000.
Section 5. Requirenent of a bond.

(a) GCeneral rule.--A health spa operator shall nmaintain a
bond i ssued by a surety conpany admtted to do business in this
Commonweal t h. The bond shall be obtai ned before contracts for
heal th spa services nay be sol d.

(b) Amount.--The principal sumof the bond shall be
according to the foll ow ng schedul e:

(1) One to three locations, $500, 000.

(2) Four to six locations, $100, 000.

(3) Seven to nine |locations, $150, 000.

(4) Ten to twelve locations, $200, 000.

(5) Thirteen or nore |locations, $250, 000.

(c) Terms.--The bond shall be in favor of the Commonweal t h
for the benefit of any person injured as a result of a violation
of this act. The aggregate liability of the surety to all
persons for all breaches of the conditions of the bonds provided
in this section shall in no event exceed the anmount of the bond.

(d) Proof.--

(1) After January 1, 1986, proof of such bond shall be
furnished to the O fice of Attorney General prior to selling
any contracts for health spa services. Thereafter, no
contract for health spa services shall be sold unless proof
of a current bond is on file with the Ofice of Attorney
CGeneral or the health spa is currently neeting the
requi renents of paragraphs (2) and (3). Al bonds, letters of
credit as described in paragraph (2) or exenptions as
descri bed in paragraph (3) shall be effective for a period

endi ng on June 30 of each year. Any health spa which w shes
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to request an exenption fromthese requirenments shall submt
a witten request at |east 90 days prior to July 1 of the
year in which it desires the exenption.

(2) In lieu of furnishing the Ofice of Attorney GCeneral
wi th proof of the bond required in paragraph (1), a health
spa operator may furnish the Ofice of Attorney General wth
a certified copy of an irrevocable letter of credit froma
banking institution |icensed to do business in this
Commonweal th in an amobunt equal to the amount of the
appropriate bond set forth in paragraph (1). Such letter of
credit shall be in favor of the Commonwealth for the benefit
of any person injured as a result of a violation of this
part.

(3) Inlieu of furnishing the Ofice of Attorney GCeneral
wi th proof of the bond in paragraph (1) or with the
irrevocable letter of credit in paragraph (2), a health spa
operator may furnish to the Ofice of Attorney General a
request that it be exenpt fromthe provisions of this
subsection, including docunentation to establish such
sufficient financial responsibility as would enable the
health spa to satisfy possible clains in an anmount equal to
t he amount that otherw se woul d have been required in the
bond.

(e) Arrangenents in lieu of bond.--In the event the health
spa is controlled by, under common control with, or controls
ot her corporations, and the health spa or such other
corporations agree in witing to satisfy the clains in an anount
equal to the anount that otherw se would have been required in
the bond, the financial responsibility of the health spa and of

such other corporations may be considered by the Ofice of

19850H1712B2182 - 6 -



© 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

Attorney Ceneral in determ ning whether to grant the request of
the health spa. It shall be within the discretion of the Ofice
of Attorney General to determne what criteria, if any, neet the
requi renent of this subsection. It shall not be an abuse of

di scretion for the Ofice of Attorney General to determ ne that
a health spa or spas cannot adequately assure protection for
consuners equal to that contained in the bond or in the
irrevocable letter of credit.

(f) Definitions.--For purposes of this section, the term
"l ocation" shall include health spa facilities controlled by,
under comon control with, or which control other health spa
cor porati ons.

Section 6. Prohibitions.

(a) Third-party rights.--No contract for health spa services
shall require or entail the execution of any note or series of
notes by the buyer which, when separately negotiated, will cut
off as to third parties any right of action or defense which the
buyer may have agai nst the seller.

(b) Assignnents.--No right of action or defense arising out
of a contract for health spa services which the buyer has
agai nst the seller, and which would be cut off by assignnent,
shall be cut off by assignnent of the contract to any third
party whet her or not he acquires the contract in good faith and
for value unless the assignee gives notice of the assignnent to
t he buyer as provided in this section and within 30 days of the
mai | ing of notice receives no witten notice of the facts giving
rise to the claimor defense of the buyer. A notice of
assignment shall be in witing addressed to the buyer at the
address shown on the contract and shall identify the contract

and informthe buyer that he nust, within 30 days of the date of
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mai ling of the notice, notify the assignee in witing of any
facts giving rise to a claimor defense which he may have. The
notice of assignnent shall state the nanme of the seller and
buyer, a description of the services, the contract bal ance and
t he nunber and amount of the installnents.
Section 7. Release fromcontract.

(a) Conditions.--

(1) Every contract for health spa services shall contain
a clause providing that if, by reason of death or disability,
t he person agreeing to receive services is unable to receive
all services for which he has contracted, he and his estate
shall be relieved fromthe obligation of making paynent for
services other than those received prior to death or the
onset of disability, and that if he has prepaid any sumfor
services, so nuch of sumas is allocable to services he has
not taken shall be pronptly refunded to himor his
representative.

(2) In every case in which a person has prepaid a sum
for services under a contract for health spa services, and by
reason of death or disability, is unable to receive all such
services, the party agreeing to furnish such services shall,
on request, imediately refund to such person or his personal
representative such amount of the sumprepaid as is
proportionate to the anbunt of services not received.

(3) Notw thstanding the provisions of any contract to
the contrary, whenever the contract price is payable in
install ments and the buyer is relieved fromnmaking further
paynents or entitled to a refund under this section, the
anount of the contract price allocable to services not

received shall represent at |east as great a proportion of
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the total contract price as the sumof the periodic nonthly
bal ances not yet due bears to the sumof all the periodic
nmont hl y bal ances under the schedule of installnments in the
contract.

(4) For purposes of this subsection, the term
"disability" means a condition which precludes the buyer from
physically using the facilities and which is verified by a
physi ci an.

(b) Transfer; refund.--

(1) Except as provided in paragraph (2), every contract
for health spa services shall contain a clause providing that
if the person agreeing to receive health spa services noves
further than 25 mles fromthe health spa and is unable to
transfer the contract to a conparable facility, such person
shall be relieved fromthe obligation of making paynent for
services other than those received prior to the nove, and if
such person has prepaid any sumfor health spa services, so
much of such sumas is allocable to services he or she has
not taken shall be pronptly refunded.

(2) Notw thstandi ng paragraph (1), a contract for health
spa services may contain a clause providing that if the
person agreeing to receive health spa services noves further
than 25 mles fromthe health spa and is unable to transfer
the contract to a conparable facility, such person may be
charged a predeternined fee not exceeding $100, or, if nore
than half the Iife of the contract has expired, such person

may be charged a predeterm ned fee not exceedi ng $50.

Section 8. Nonconplying and fraudul ent contracts.

(a) Nonconplying contracts.--Any contract for health spa

services which does not conply with the applicable provisions of
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this act shall be void and unenforceable as contrary to public
policy.

(b) Fraudul ent contracts.--Any contract for health spa
services entered into in reliance upon any willful and fal se,
fraudul ent, or msleading information, representation, notice or
adverti sement of the seller shall be void and unenforceabl e.

(c) Reforminto conpliance.--Notw thstanding the provisions
of this act, any failure to conply with any provision of act may
be corrected within 30 days after the execution of the contract
by the buyer, and, if so corrected, neither the seller nor the
hol der shall be subject to any penalty under this act, provided
that any correction which increases any nonthly paynent, the
nunber of paynments, or the total anount due, nust be concurred
in, inwiting, by the buyer.

(d) Definitions.--The term "holder" includes the seller who
acquires the contract or, if the contract is purchased by a
fi nanci ng agency or other assignee, the financing agency or
ot her assi gnee.

Section 9. Wiiver of provisions.

Any wai ver of the buyer of the provisions of this act shall
be deenmed contrary to public policy and shall be void and
unenf or ceabl e.

Section 10. Damages.

Any buyer injured by a violation of this act may bring an
action for the recovery of damages. Judgnent nmay be entered for
three tines the anount at which the actual danages are assessed
pl us reasonabl e attorney fees.

Section 11. Provisions not exclusive.
The provisions of this act are not exclusive and do not

relieve the parties or the contracts subject thereto from
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1 conpliance with all other applicable provisions of |aw
2 Section 12. Effective date.

3 This act shall take effect in 60 days.
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