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S.F. t/(Pl/ H.F. _ 

1 Section 1. NEW SECTION. 557..1 DEFINITIONS. 

2 As used in this chapter, unless the context otherwise 

3 requires: 

4 _. "Contract price" means the total price paid or to be 

5 paid, including service charges or membership fees, which 

6 entitles the buyer either directly or indirectly to membership 

7 in a health club or to the use of the services or facilities 

8 of a health club. 

9 2. "Finance charge" means "finance charge" as defined in 

10 section 537.1301, subsection 19. 

11 3 . "Health club" means a person offering services or fa-

12 cilities, or both, for the preserva~ion, maintenance, 

13 encouragement, or development of physical fitness or well-

14 being in return for the payment of a fee enti~ling the buyer 

15 to the use of the services or facilities. ~he term includes 

16 but is not limited to persons offering services ano faCilities 

17 known as "health spas", "sports and health C:~bS", "tennis 

18 clubs" I Uracquetball courts ll
, "golf clubs", "gymnasi.~ms" I 

19 "figure salons", "health studios", "weight control studios", 

20 and persons operating establishments whose primary purpose 1S 

21 the teaching of a partioillar ~orm of self defe:lse or martia! 

22 arts, such as judo, karate or kung fu. 

23 include: 

"liealth club" does net 

24 a. A person or establisnment which does not charge a mem-

25 bership fee and from whiCh a bUjer may only purchase or become 

26 obligated to purc~ase the use of services or facilities to be 

27 rendered for a period of not more thar. thirty days, and which 

28 does not collec: more ~han =hirty days ~n advance for the ren-

29 dering of the services. 

30 b. A nonprofit organiZatlOn organized and operating as a 

31 nonprofit organizat1on before January c, 1987. 

32 c. An entity primarily engaged in physical rehabilitation 

33 activities related to an :ndivid~al's i~Ju~y or disease. 

34 d. A private club owned and operated by !ts ~enbers. 

35 e. A facility operated by the Stdte or any o~ ~ts 
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political subdivisions. 

2 4. "Health club contract" means an agreement by which a 

3 buyer 1S entitled to membership in a health club or use of t~e 

4 services or facilities of a health club. 

5 5. "Prepayment" means any partial or full payment f::>r ser-

6 vices or the use of facilities made before the services are 

7 actually made available by the health club or the faci:~ty 1S 

8 fully opened for business as described in secr.ion 552.~7, 

9 subsection 3. 

10 Sec. 2. NEW SECTION. 552.2 PURPOSE. 

11 The purpose of this chapter is to safeguard the public 

12 against fraud, aeceit, and financ1al hardship and to foster 

13 and encourage competition, fair deali~g, and prosperity in the 

14 field of health club operd:ions and services by prohibitl~g or 

15 restricting practices by wh.ich :he public has been 

16 connect1on with contracts for and the mar~eting of 

17 se~vices. 

.. -i..r.:;ured in 

health c:'ub 

18 

19 

Sec. 3. ~EW SECTION. 552.3 UNENFORCEABLE CONTRACTS. 

A health Cillb contract or assig~ment of a contract :hat 

20 does not comply with this chapter is unenforceable as contrary 

7.1 to public policy. 

22 Sec. 4. N~W SECTION. 552.4 CONTRACTS FOR HEALTH CLUB 

23 SERVICES -- RIGHT OF CANCELLATION. 

24 A health club contract shac~ provide that the contrde: w.ay 

25 be canceled within three business days after the date of 

26 receipt by the buyer of a cepy of the signed contract. 

27 Cancellation shall be by written notice delivered to toe 

28 seller at an address which s~all be specified in the conteac:. 

29 Cancellation is complete upon mailing of the notice of 

30 cancellation. Arter receipt of t~e cancellation, the healLh 

3l club may reques~ the retur~ of con:rdct forms, membership 

32 cards, and all orner documents and evidence 0: ~embe~s~ip 
33 previOusly delivered to the buyer. The buyer 1S entit~ed to a 

34 refund of :he entire consideration paid fer t~e co~t~~C:, if 

35 any, less twer.ty dollars. 
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1 A health club contract shall in plain terms disclose 

2 whether the health club will allow the buyer to cancel the 

3 contract in the event at the death or disability of the buyer. 

4 Sec. 5. NEW SECTION. 552.5 CONTRACT -- STATEMENT OF 

5 BUYER'S RIGHTS -- FORM. 

6 1. A health club contract shall be in writing and signed 

7 by the buyer. The contrac: constitutes the entire agreeme~t 

8 between the seller and the buyer and shall so state. The 

9 contract shall state in at least ~en-roint boldface type 

10 "NOTICE TO BUYER: DO NOT SIGN TH:S CONTRACT UNTIL YOU READ 

11 IT. DO NOT SIGN THIS CONTRAC;: IF :;:' CONTAIlI<S tlLANK SPACSS." 

12 A copy of the health club contract shall be delivered to the 

13 buyer at the time the contract is signed. 

14 2. A health club contract shall designate :he date on 

15 which the buyer actuaily signs the contract and shall contain 

16 a statement of the buyer's rights wnich co~pctes with this 

:7 slJbsection. 7he statement shall appear in the contract u!ld~~ 

18 the conspicuol;S cape ion "BUYER I S KIGHT TO CANC2:L", and shal2. 

19 read as follows: 

20 

(enter date of transaction) 

22 You may cancel this transactIon within three business days 

23 from the above date. 

24 If you cancel. any payments made by you under the contrac~. 

25 less twenty dollars. and any negotiable instrument executed by 

26 you wi~i be returned within fi~teen business days fol:owiI~g 

77 receipt by the seller oE your 

28 security lnterest arising OUt 

cancellation notice, a~d any 

of the 
. . . , 

tranS3cc:on '.Nil.!. be can-

29 celed. After you cancel, the health club ~ay request ~~e 

30 return o~ al! cont~acts, membership ca~ds, and other documents 

31 cr evidence of ~embership. 

32 To cancel this transaction, send, or deliver a sig~ed a~d 

33 dated copy of this cancellatIon notice or 

34 notice by certified or registered ~a~: ~o 

35 (name cf selle~), at 

-3-
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1 seller's piace cE business) not later than midnight of 

2 (date). 

3 ! hereby cancel this transact~on. 

4 

5 

6 

(Date) 

7 (Buyer's signature) 

8 The full text of this stateme~t shall be 10 ten-point 

9 boldface: type. 

10 Sec. 6. NEW SECTION. 552.6 DEL:VERY OF HEALTH CLUB 

11 RULES. 

12 A health club contract shall include a complete statpment 

13 of the [tlles cf the health club, or an acknowledqe~enc .n a 

l.4 conspicuous :orrn t.r.at the hl!:/er has received a copy oE ~r.e 

15 rules. Health club rules shall i~clurie, but are ~ot lim~ted 

16 to, the hours of operation. 

Sec. NEW SC:C'LO:-J. 552.7 3UYER'S CA~CELLATION. 

if a buyer cancels a health club contract p~r$uant to ::ne 

:9 r~~~ee-day ca~cellation provisiol!, t~e health club shal~ send 

20 the buyer a written confirmation of cancellatlon, together 

21 wi:~ :he buyer's refund 3ild any negotiab:e instrumerlts 

22 executed by the buyer, within fi~teen days after rece.pt by 

23 the health club of the buyer's cancellation notice. I: the 

24 health club fails to send ~he wri:ten confirmation ttl the 

25 buyer within fifteen days after receiving a tlmely 

26 cancellation, the healch cl~b ~s dee~ed to r.ave acce?~ec t~e 

27 cancellation. 

28 Sec. 8. NEW SECT!ON. 552.8 DURATION Of CONTRACT --

2') RENE'flAi-. 

30 A healt~ club contraCt s~all not have a ducat ion longer 

31 than cwenty-fOllr mo~ths. :f a heal:h club offers a CO~[:ilct 

32 o~ ~ore tha~ twelve-months' dLlratio~, ~t sha~: a~58 oE~er d 

.15 

-4-
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1 PRICES, AND RIGHT OF CANCELLATION. 

2 The health ccub shall orally i~:orm the buyer prior to the 

3 buyer's entering into a heal~h club contrac: of all membership 

4 plans, their respective prices, and the three-day cancellateon 

5 provision. In addition, the sa~e lnformatio~ shall be posted 

6 in a place where a reasonable buyer would notice it at the 

7 time the buyer signs the health club contract. 

8 Sec. 10. NEW SECTION. 552.10 STATEMENT REGARDING ASSIGN-

9 ABILITY OF BUYER'S OBLIGATION. 

10 If the buyer's obligation is in a form that may be 

11 assigned, the contract shall state in boldface type on the 

12 front page of the contract that the contract may be discoun~ed 

13 and sold to third parties to whom the buyer wil: become 

14 obligated to make full payment. 

:'5 Sec. 1l. NEW SEC'ION. 552.11 BUYER'S RIGHTS "PON 

:6 ASSIGNMENT. 

17 1. A health club contract is not ass:gnable by the health 

18 club without written notice of the assignment mailed to the 

19 buyer at the buyer's address as stated in the contract. The 

20 ,:otice shall identify the contract, state "he name and address 

21 of the assignee, the amount payable by the buyer and the 

22 number, amounts, and due dates of any payme~:s, and shall 

23 contain a conspicuous notice to the buyer of tr.e provis:ons of 

24 subsection 2 • 

25 2. If the health club assigns the buyer's obligation, the 

26 buyer has thirty days from the date of the mailing of the 

27 notice oE the dssigr.ment withi~ which to notify ~~e assignee 

28 in writing of any claims or defenses the buyer may have 

29 agai~st t~e health cl~b. I: written nQtific~t:o~ cf the 

30 claims or defenses is net received by the aS3~q~ee within the 

31 thirty-day period, the assignee has the righ~ to er.force the 

32 contract ~ree of dny claims or defenses the buye~ may have 

33 against ~he health ClUD. 

34 Sec. 12. ~EW SECTION. 552.12 ~rSTING OF EQUI?~ENT AND 

35 SERVICES. 
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., .. 1 A health club which intends to COffiffience the sale of health 

2 club contracts shall, prior :0 co~~encing sale, compile a 

3 written list showing: 

4 1. The equipment, by kind a~d quantity, that ... ;1' be made 

5 available. 

6 2. Each service which the hea:th club intends to have 

7 available for use by buye~s. The :ist shall be included in 

8 every health club contract. A health c~ub shall not be 

9 considered fully open for business untie all of the equipment 

10 and services so listed are actua~ly available for use by 

11 buyers. 

12 Sec. 13. NEW SECTION. 552.13 REMEDIES -- VIOLATiONS. 

13 If a health club violates a provision of this chapter, 

14 ~he buyer may cancel the health club contract. The buyer also 

15 has a right of action against the health club for recovery of 

16 triple the amount the buyer paid to the health club under the 

:7 contrac:. !n addition to any judgment awarded to the Dilyer, 

18 :he CO'H:: shall allow reasonable attorney's fees. 

19 2. A violation of any of the prOVisions of this cilapter 

20 shall be deemed an unlawful practice under section 7:4.:6, 

21 subsection 2, pa~agraph "a". 

22 3. Unless displaced by t~e particular prOVisions o~ :his 

23 chapter, the uniform commercial code and t~e principles of ~dW 

24 and equity supplement the prOVisions of this chapter. 

. 'r 25 

26 

Sec. 14. ~EW SECTION. 

CIV:L PENAL':'Y. 

552.14 VTOSATION OF IN~UNCT:ON 

27 A person who violates the terms of an injunction issued "n 

28 an action brought under this chapter or section 71~.:6 to 

29 enforce one or more provisions of this enapeer is liable ~o 

30 the state for a civil penalty payable to and for the benefit 

31 of the state of Iowa of not more than twenty-five ~nou5and 

32 dollars Eor a single violation and not more tilan fifty 

33 

34 

35 

thousand dollars for all violations of the Injunction. 

Sec. 15. ~E~ SECTION. 552.15 ?ROHIBITED ACTIVITIES. 

" . It is unlawfu: for a health club to ma~e any 

-6-
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• misrepresentation to current members, prospective buyers, or 

2 buyers of health club contracts regarding: 

3 a. Qualifications of staff. 

4 b. Availability, quality, or extent of Eacilities or ser-

5 vices. 

6 c. Results obtained through exercise, dieting, or weigh: 

7 control programs. 

8 d. Membership rights. 

9 e. The period that a specia~ offer or discount will be 

10 available. 

11 2. It is unlawful for a health club to fail or refuse to: 

12 a. File or update the registration statement required by 

13 section 552.16. 

14 b. Establish the escrow account required by section 

15 552.17. 

16 3 • It IS unlawful for a health club to advertise, state, 

17 Or represent that It is approved by the state or that it has 

l8 complied with this chapter. 

19 Sec. 16. NEW SECTION. 552.16 REGISTRATION. 

20 1. A person operating or intending to open or operate a 

21 health club within this state sha:l file a regiStration state-

22 ment with the attorney general's cons~mer protection division. 

23 The registration shall be filed at least thirty days be~ore 

24 the lIse of any services or ~acilitips is offered for sale by 

25 the health club. The registration statement shall be llpdated 

26 annually, on or before the annlversary dace of tne initial 

27 registration, and shall incl~de the following: 

28 a. The name and address of the health club. 

29 b. The names and addresses of the officers, directors, and 

30 stockholders of the health club and its paren: corporatlOn, if 

31 one exists. 

32 c. The type of available fac::itles. 

33 d. The approximate size of the heacth club measured en 

34 square feet. 

35 e. The type cf membership plans offered alld =0 be oE~ered, 

-7-
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1 and their cost. 

2 Two copies of each type of ~ealth club contrac: Wilich 

3 the heal~h club is currently usinq or intends co use. 

4 2. A heal th club reglste~ ing purSCiant to thIS cr.ap~er 

5 shall maintain il: the files cf the ~ealth c:~b a copy oC i~s 

6 registration statem2nt filed purs~a~t to this section. T~~s 

7 registration $tateme~lt shall be ~ade availab~e ~or i~SpCCt~0~ 

8 by Ct!rr@~t hea:th cli;b 8embers or prcspect~ve b~yers 

9 club services. 

10 3. A health club chat files an ir.itia: registra~;on ~r 

11 ~pdate shall pay a fee in an amount deternined by ~~le d::~r(;ey 

12 general to be sufficient ~o cover tne cost of ~egistrarion and 

:3 Zidministration of this chapter. The fees s~a= .. : be dppu~.;i:e:l 

14 In the general fUlld of the state. 

1:5 Sec. 17. NEW SECTIO~. 552.17 ESCROW. 

16 1. A health club or its assignee or age~t :hat accepts 

~7 prepayme~ts shall de?osit a:l of the Eu~ds received ~s pre-

18 payme~ts in an escrow account @slabl~5hed w~th a financ:al 

19 ~n5~i~l;:ion located in this state w~o5e aCCQunts are insured 

20 by ~he federal depOSit insurance corporatio~ or the federal 

21 savings and loan insura~ce corporation. which shall r.o;d the 

22 funds as escrcw agent for the bene:it of the buye,s that 

23 prepay. The health club shall deposit all prepayments re-

24 ce~ved at least biweek:y and sha:l ~ake the fi:~t deposit no~ 

25 later than the fourteenth day after the day all wh~ch :he 

26 health club accepts the ~~rst prepayn',ent. ~ot late, t::3i1 the 

27 fourtee~th day after the day on WhlCh the first prepayl~~nt is 

28 received. the health club shall sub~it t:~e a:: tor-::ey 

29 general's consumer protection division a notarized stateme:lt 

30 that identifies the financial instl:~~ion in which :~e pre-

31 payments are he~d in escrow and the ~ame d:~J aCCOUll: rlltmber 1:1 

32 wh~ch the accou~t 1S held. The prepayments s~all be he:d i~ 

33 escrow unt:l the thirtieth day atter the date ~hat the ~ca~ch 

34 cl~D ful:y opens for buslness. 

35 2. If the h2~ltt~ club does ~ot fl~~:Y ope~l tor b~si!leS~ 

-8-
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. 1 before the one hundred eighty-first day a:ter the date it 

2 enters into the first health club contract or if the club does 

3 ~ot remaln fully open for thlrty days, che buyers wnose 

4 payments are held in escrow under this sectien shall recelVC a 

5 full refund, includir.g t~e buyer's pre rata share of any 

6 interest earned thereon, from t!,e escrow agent. Ref~nds 

7 pursuant to this section shall be made not later than the two 

8 h~ndred forty-first day aEter the date the first health club 

9 contract was signed. If the escrow aqent fails to ~ake a full 

10 refund as provided for in this section, the attorney general 

II shall hold a hearing and determine whet~er the heacth club ~as 

12 fully opened a~d has re~ained open Eor chirty days, and if 

13 not, determine those persons who, as buyers, are e~titled to a 

14 re~und and, if appropriate, distribute the escrOw proceeds. 

15 Notice shall be provided to the health club at i:s p~ace 0: 
16 busLness as shown on its reglstratlon statement and to all 

17 b'lyers who have funds in the escrow account. Ail ~earillgs 

18 held under this section shal! be held in accorda~ce with 

1') chapter 17A. 

20 3. For the purposes of this section, the date on which a 

21 health club fully opens Eor busi~ess is ~he date on which all 

22 of the equlpment and services of the heal~h cl'lb that were ad-

23 vertised before the opening or pro~~sed to De made avallah:e, 

24 whethe~ cr not ccntained in t~e contract, are actually 

25 available for use by buyers. 

26 4. The buyer retains ownership of all moneys and ~nte[est 

27 held in escrow under this section. 

28 Sec. 18. NEW SECT:ON. 552.18 CONSUMER CREDIT SALES. 

29 A health club contract where a finance charge lS ~ade or 

30 where payment :s req~ired or permitted by agreemen: to be ~ade 

31 In more than four periodic pay~ents, excluding a down payment. 

32 1S a consumer credit sale wit~in the meaning of sect:o~ 

33 537.1301, subsection :2, and is sl!bject to chapter 537. If 

34 any periodic payrne~t, othe~ tha~ the down pay~ent ~nde~ an 

35 agreement :equir~ng cr permit~ing twc or more per~odic 

-, 
-~-
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1 payments, is more than twice the amCi:nt". oE ar:y other pp.l'.)tiic 

2 payrr.ent other than ~hp. down payment, a transaction i? "p<Jyao;,· 

3 in installments" within the meaning of sec~ion 537.13!)l. 

4 sL;osection 30. 

5 The provisions Jf this chapter providing rights and pro~ec-

6 tions ~o buyers are in addit:o~ to the previsions ~f chapter 

7 537. 

Sec. 19. NEW SECT!ON. 552.19 WA!VER OF ?ROVISIl)~S. 8 

9 A waiver by the b'lyer of any of the provisions .'\ t:: _ r" ; C" 
'.oJ.i... ~.1 J. .,' 

lO chapter 1S void as contrary to public POllCY. 

11 Sec. 20. NEW SECTION. 552.20 TM~UNI~Y. 

~2 Notwitt:standing chapter 25A, tne~e is :10 llab::':ty ::OIl 

13 behalf of the state 0f Iowa, the at~o~ney general, or ~~e 

fai~::re 

15 execute, or for negl~gently exec~tiI:g, the duties or au~~ority 

16 conferred Jpon them by this chap:e~, or tne ~ules adcpteu 

:7 pil~suant to this chapter. 

l8 S~c. 21. NZW SECTION. 552.21 RULES. 

9 The attorney genera: may adept rL;les in accordance with 

20 chapte~ :7A to carry out the provisions of this cnapter. 

Sec. 22. NEW SEC~rON. 552.22 CO~STRUC~!ON OF CHA?TE~. 

22 This chapter does not limit the power or authority t,f the 

23 a:torney gene~al to seek administ~at:ve, legal, o~ equltaole 

24 reller as provided by other statutes or at commcn law. 

25 Sec. 23. NEW SECTION. 552.23 A??~:CABIL:TY. 

26 This chapte~ applies to all health club contracts entered 

27 into in this state on or after July 1, 1987, concer~ing ~eal:h 

28 club :acil~tles located, or services to be provided, 1~ this 

29 state. 

30 Sec. 24. ThlS Act takes effect July 1, 1987, but a pe~scn 

31 operating a health club on :he effective date of :his Act nas 

32 Sixty days in which to fi:e a registration statement as 

33 reqUired by section 16 of this Act. 

34 

35 This bill creates d new chapter, tenta:~vely n~~iDereJ 552, 

-iO-
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1 regulating health clubs. It imposes certain requirements en 

2 health club contracts, including several disclosure provisions 

3 and a three-day cooling-off period during which the buyer can 

4 cancel the contract. A contract that dces IIOt comply with the 

5 new chapter is unenforceable. 

6 Buyers may bring private acticns for triple damages agalnst 

7 health clubs violating provisicns of the new chapter. A 

8 violation of the chapter is an unlawful practice under the 

9 consumer fraud law. Civll penalties of $25,000 to $50,000 may 

!O be Imposed for viOlating an injunction under that law or under 

11 the new chapter. Criminal penalties are also specified for 

12 certain prohibited activities. 

13 Health clubs must register with the attorney general's 

14 office, update that registration annually and pay a 

15 registration fee. A health club which is net yet fully open 

16 for business must deposit prepayments in an escrow acccunt. 

17 The new proviSions apply to a:: health club contracts 

18 entered into on or aEter July 1, 1987. 

~9 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

3l 

32 

33 

34 

35 

-11-

LS3 287SSC 72 

Jw/jw/5 



SENATE 4 
April 3, 1987 

SENATE FILE 464 

'~376 Amend Senate File 464 as follows: 
2 1. Page 1, line 11, by inser~ing after the word 
3 "person" the following: "in business for a primary 
4 pu rpose of". 

?3c,5 2. Page 1, line 30, by strik~ng the word ",I';" and 
6 inserting the following: "Except for purposes of 
7 sections 552.4, 552.7, 552.13, and 552.15, a". 
8 3. Page 1, line 31 by striking the words and 

-,' figures "before January 1, 1987". 
10 4. Page 1, line 35, by striking the word "A" and 
11 inserting the following: "Except for purposes of 
12 sections 552.4, 552.7, 552.13, and 552.15, a". 
13 5. Page 3, lines 7 and 8 by striking the words 
14 "The contract constitutes the entire agreement between 
15 the seller and the buyer and shall so state." 
16 6. Page 3, line 26, by striking the words 
17 "fifteen business" and inserting the following: 
18 "thirty". 
19 7. Page 4, line 22, by striking the word 
20 "fifteen" and inserting the following: "thirty". 
21 8. Page 4, line 25, by striking the word 
22 "fifteen" and inserting the following: "thirty". 

• 

9. Page 4, line 31, by striking the word "twenty-
'. four" and inserting the following: "thirty-six". 
~. 10. Page 5, by striking lines 2 through 7 and 

26 inserting the following: 
27 "The health club shall orally inform the buyer 
28 prior to the buyer's entering into a health club 
29 contract of the three-day cancellation provision and 
30 provide the buyer with a written or oral list of all 
31 membership plans and their respective prices." 
32 11. Page 6, by striking lines 1 through 11 and 
33 inserting the following: 

" ,34 "A health club shall compile a written list which 
35 shall be available to a buyer upon request showing: 
36 1. The equipment by kind and quantity that is or 
37 will be made available. 
38 2. Each service which the health club intends to 
39 have available for use by the buyers. 
40 Subject to section 552.17, subsection 3, paragraph 
41 "a", a health club that accepts prepayments shall not 
42 be considered fully open for business until all of the 
43 equipment and services so lisLed are actually 
44 available for use by the buyers." 
45 12. Page 6, line 16, by striKing the word 
46 "triple". 
47 13. Page 6, by striking lines 25 through 33. 

14. Page 7, lines 29 and 30 by striking :he words 
"officers, directors, and stockholders" and inserting 
the following: "officers and directors". 
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1 

os. 2 
1 ~ ::> 8' : ~ 7 . ' . - t t' ''''0 '_ rl ). -age , _~ .. e ., oy l~ser:l~g at e~ ~e _ 

2 
3 

"a·Jailao~.e" ::r-.e ;:;:::·::,vwi.i.g: "upon reques:-.". 
16. ?a-;;e 9, :'':'~e :., b'j st:':':-<.i:;g :he ·;.(·:::::-cs ";):-:e 

4 hundred e':"q:-:t-:i~s·:" a;:c ir.ser::.i..r:g :he :ollowir.;: 
5 "two hur.drec e::'e·:·~:":t:;". 
5 17. Page 9, :i~e 25 by inser~~ng af~et the ~o~d 
/ "buyers." the ~o:lo~':'~9: "The a:tcr~ey ge~e~al ~ay 
8 ~pon applica:io~ cer:i~j :hat a heal~h c:~b ~5 f~lly 
9 ope~ Eor bU5~ness if sLDs:an:ia::y a~~ of the pro~ised 

10 equipment and services are available ~or use, and the 
health club has mace a di~igen~ effcrt to p~ov:de the 
remaining eq~ip~e~t and serv':'ces.'· 

11 
l2 
13 
14 

18. Page 9, by ':'nserti~g after :i~e 27 the 
following: 

15 "5. In l~eu of establis~~ng tne esc:ow acccun~ 
l6 described :n 5~b3ec::o~s 1 through 4, a healt~ c:ub 
17 may post a one hundred EiEty thousand dolla: bond with 
18 the office of the attorney general, in a form deemed 
19 acceptable by the attorney general to procec~ the 
20 interest of buye:s. Nct:ce of ~he existence sf the 
21 bond mus~ be disclosed to the buyer in t~e hea::~ club 
22 contrac:_ Either the attorney general or a buyer 
23 shall be er.tit:ed to c811ect on the bor.d in t~e sa~e 
24 manner and on t~e sa~e terms as provided for a~ escrcw 
25 account in subsec::ons : through 4. The aggregate 
26 liability of :he s~rety for al: da~ages shall not 
27 exceed t~e amo~~~ cE ~~e bo~d." 

28 19. Page :0, :i:~~~ 32, by st: king the word 
29 "SixtyH anc :':;se:.-t::--:g ~!1e fo:low ns: "ninety". 
S-337G 
Filed Aoril 2, 198~ 

u~ Pi? (d 1/63) 

S-13ilO 

~ Ame::d :r:e a;..e:.c~·:er.::, 5-3376, ~o Se::ate 2:':02 ~6~ as 
2 :o;':o"'s: 
} L. Page 1, ~y s~~~~i~g :~I~es 5 :hro~g~ 9 a~d 
.', ; n s e' • l' ... ,.... ... -.., e c .... ,· 0' . ~ ... c . 

.... 1 _L "'j '- .. _V..L._ "' ..... "'. 

5 I' Page :, by s~riking li~es 30 thro~g~ 3" ., 
2-_--Paae l, by i~serti~g before line :0 the 

-; foliow~ns; 
3 ?ace .... , ~y s~~ik:~S :ir.e 3~ ~~J :~se~::~g 
~ tree fo::oc;:ns: 

::"0 "d. A:1 ex':'s~ir:g h~a:':h clL!o, s·:; :or:a as i-: 
il conti~ues :c cgerate exclus:~e:}' :=:~ t~eJsa~e ~e~~s as 
~2 offe:.-ed e;<isting bl"':'~;ers as of Ja:"'1...:a::v 1_1 :'98/. -'" 
i3 J. By ~en~~oer:~q as ~ecessa:y .. 

$-3380 
!~i.Lcd ;.pri: 2, 1987 
11.0 £lIt C",,} 



SENATE FILE 464 

S-3295 

1 Amend Senate File 464 as Eo:lows: 
2 1. Page 1. line 11. by inserting afcer the word 
3 "person" the following: "in business for a primary 
4 purpose of". 

"'5 2. Page 1. line 31 by striking the words and 
6 figures "before January 1. 1987". 
7 3. Page 3, lines 7 and 8 by striking the words 
8 "The contract constitutes the entire agreement between 
9 the seller and the buyer and shall so state." 

10 4. Page 6, line 8 by striking the word "A" and 
11 inserting the following: "Subject to sec:ion 552.17. 
12 subsection 3. a". 
13 5. Page 7. lines 29 and 30 by striking the words 
14 "officers. directors. and stockholders" and inserting 
IS the following: "officers and directors". 
16 6. Page 9. line 25 by inserting after the word 
17 "buyers." the following: "The attorney general may 
18 upon application certify that a health club is fully 
19 open for business if substantially all of the promised 
20 equipment and services are available for use. and the 
21 health club has made a diligent effort to provide the 
22 remaining equipment and services." 

$-3295 
Filed March 

" I' 
26. 1987 
I/o..l. ) 

BY AL STURGEON 
~,,b "1'1", (if 

- S-3337 

SENATE fILE 464 

1 Amend the a~endment, 5-3295, to Se~ate F~le ~6~ as 
2 tollows: 
3 1. Page 1. by striking li~es 5 and 6 and 
4 :nse~ting the following: 
5 " Page 1. by striking lines 30 through 31." 
6 2-.--Page 1. by inserting before ll~e 7 t~e 
7 following: 
8 " page 1. by str:king line 34 and inserting 
9 the following: 

10 "d. An existing heal~h club. so :c~g as it 
cl conti~ues to operate exclusively on the sa~e ter~s as 
12 offered existing buyers as of January:. 1987."" 
13 3. By renumbering as necessary. 

S-3337 

S-3368 

BY EDGAR H. HOLDE~ 

SENATS FES 464 

1 ~ff.end Senate File 464 as follo~s: 
2 1. Page 8. line 20. by inserting 

•. 

. 3 "corporation" the following: ". :r.e 
• 4 union administration.". , 

S-3368 

after the word 
nationa'.. credit 

Filed,APril 1. 1987 
4 J.f'--..d 11/6 (;j 1/03) 

BY AL STURGEO:-:! 

Ii 
" 

1'1 
1'1 .1. 

I': 

i; ," 
I· 

I: 
! 



SENATE FILE ~ 
BY CO~~ITTEE ON COMMERCE 

(AS AMENDED AND PASSED BY ~HE SENATE APRIL 6, 1987) 

- New Language by the Senate 

* - Language Stricken by the Senate 

0-Passed 

Vote: 

Sena te, Da te <I/o.hii (.rJ NY:}) Passed 

Ayes <1'1' Nays 2. Vote: 

Approved 

A BILL FOR 

House, 

Ayes Nays .' , 

"S'l An Act relating to the regulation of health clubs and providing 

2 penalties. 

3 BE I':' ENAC~ED BY THE GENERAL ASSEMBLY OF THE S:'ATE OF IO\~A: 

4 

SENATE FILE 464 
H-5803 

1 Amend Senate File 464, as amended passed and 
reprinted by the Senate as follows: ' 2 

3 
4 

~. "Title page! lines 1 and 2, by striking the 
woras .an~ p~ovIdln9 ~enalties" and inserting the 

5 followIng. ,provIdIng penalties and providing 
6 effectIve dates". 

~-5,80~. ,FILED MARCH 22, 1988 
'.' .... 7'···--'·· <" ',' " 

13 

14 

:5 

L8 

~9 

20 

22 

By CHAPMAN of Linn 

S? ~64 

, 
.//7' i 



S.F. H.F. 

1 Section 1. NEW SECTION. 552.1 DEFINITIONS. 

2 As used in this chapter, unless the context otherwise 

3 requ~res: 

01'4 1. "Contract price" means the total price paid or to be 

5 paid, including service charges or membership fees, which 

6 entitles the buyer either directly or indirectly to membership 

7 in a health club or to the use of the services or facilities 

8 of a health club. 

9 2 . "Finance charge" means "finance charge" as defined in 

10 section 537.1301, subsection 19. 

'11 3. "Health club" means a person in business for a primary 

12 purpose of offering services or facilities, or both, for the 

13 preservation, maintenance, encouragement, or development of 

14 physical fitness or well-being in return for the payment of a 

15 fee entitling the buyer to the use of the services or 

16 facilities. The term includes but is not limited to persons 

17 offering services and facilities known as "health spas", 

18 "sports and health clubs", "tennis clubs", "racquetball 

19 courts", "golf clubs", "gymnasiums", "figure salons", "health 

20 studios", "weight control studios", and persons operating 

21 establishments whose primary purpose is the teaching of a 

22 particular form of self defense or martial arts, such as Judo, 

23 karate or kung fu. "Health club" does not include: 

24 a. A person or establishment which does ~ot charge a mem-

25 bership fee and from which a buyer may only purchase or become 

26 obligated to purchase the use of services or facilities to be 

27 rendered for a period of not more tha~ thirty days, and which 

28 does not collect more than thirty days in advance for the ren-

29 dering of the services. 

30 b. Except for purposes cf sections 552.4, 552.7, 552.13, 

31 and 552.14, a nonprofit organization organized and operating 

*32 as a nonprofit organization. 

33 c. An entity primarily engaged in physical rehabiiitation 

34 act~vities related to an individual's injury or disease. 

35 d. A private club owned and operated by ~ts members. • 



-
i" 

• 

S.F. 

1 e. Except for purposes of sections 

2 and 552.14 , a facility operated by the 

3 political subdivisions. 

H.E'. 

552.4, 552.7, 552.:3, 
• 

state or any of its 

'1,:/4 4. "Health club contract" means an agreement by which a 

5 buyer is entitled to membership in a health club or use or the 

6 services or facilities of a health club. 

7 5. "Prepayment" means any partial or full payment for ser-

8 vices or the use of facilities made before the services are 

'~'9 actually made available by the health club or the facility is 

10 fully opened for business as described In section 552.16, 

11 subsection 3. 

'I, 12 Sec. 2. NEW SECTION. 552.2 PURPOSE. 

.-:,-

,". 

13 

14 

1 -_:l 

16 

17 

18 

19 

20 

21 

22 

23 

The purpose of this chapter is to safeguard the public 

against fraud, deceit, and financial hardship and to fos~er 

and encourage competition, fair dealing, and prospecity in the 

field of health club operations and services by prohioiting or 

restricting practices by which the public has been injured in 

connection with contracts for and the marketing of health club 

services. 

Sec. 3. NEW SECTION. 

A health club contract 

does not comply with this 

to public policy. 

552.3 UNENFORCEABLE CONTRACTS. 

or assignment of a contract that 

chapter is unenforceable as contrary 

24 Sec. 4. NEW SECTION. 552.4 CONTRACTS FOR HEALTH CLUB 

25 SERVICES -- RIGHT OF CANCELLATION. 

26 A health club contract shall provide that the contract ~ay 

27 be canceled wi:hin three business days after tne date of 

28 receipt by the buyer of a copy of the signed contract. 

29 Cancellation shall be by written notice delivered to .. ' l..!1e 

30 seller at an address which shall be specified in the contract. 

31 Cancellation :s complete upon mailing of the notice of 

32 cancellacicn. Arter receipt of the cance:1ation, the health 

33 club may request the return of contract forms, me~bersh~p 

34 cards, and all o~her doccre~ts and evidence of member5h'p 

35 previously delivered to the buyer. ~he buyer 15 entltled :0 a 

-2-



S.F. H.F. 

1 refund of the entire consideration paid for the contract, if 

2 any, less twenty dollars. 

'3 A health club contract shall in plain terms disclose 

4 whether the health club will allow the buyer to cancel the 

5 contract in the event of the death or disability of the buyer. 

6 Sec. 5. NEW SECTION. 552.5 CONTRACT -- STATEMENT OF 

7 BUYER'S RIGHTS -- FORM . 

. ,n'8 1. A health club contract shall be in writing and signed 

*9 by the buyer. The contract shall state in at least ten-point 

10 boldface type "NOTICE TO BUYER: DO NOT SIGN THIS CONTRACT 

11 UNTIL YOU READ IT. DO NOT SIGN THIS CONTRACT IF IT CONTAINS 

12 BLANK SPACES." A copy of the health club contract shall be 

13 delivered to the buyer at the time the contract is signed. 

:14 2. A health club contract shall designate the date on 

15 which the buyer actually signs the contract and shall contain 

16 a statement of the buyer's rights which complies with this 

17 subsection. The statement shall appear in the contract under 

18 the conspicuous caption "BUYER'S RIGHT TO CANCEL", and shall 

19 read as follows: 

20 

21 (enter date of transaction) 

22 You may cancel this transaction within three business days 

23 from the above date. 

24 If you cancel, any payments made by you ~nder the contract, 

25 less twenty dollars, and any negotiable ir.strument executed by 

26 you will be returned within thirty days following receipt by 

27 the seller of your cancellation notice, and any security 

28 interest arising OUt of the transaction will be canceled. 

29 After you cancel, the health club may request the ret~rn of 

30 all contracts, membersnip cards, and other documents or 

31 evidence of membership. 

32 To cancel this transaction, send, or deliver a signed and 

33 dated copy of this cancel~at:on notice or any other written 

34 notice by certified or registered mail to 

35 (name of seller), at (address of 

-3-
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1 seller's place of business) not later than midnight of 

2 (date). 

3 I hereby cancel this transaction. 

4 

5 

6 

(Date) 

7 (Buyer's signature) 

8 The full text of this statement shall be in ten-point 

9 boldface type. 

,,_ 10 Sec. 6. NEW SECTION. 552.6 DELIVERY OF HEALTH CLUB 

11 RULES. 

12 A health club contract shall include a complete statement 

13 of the rules of the health club, or an acknowledgement .n a 

l4 conspicuous form that the buyer has received a copy 0: the 

15 rules. Health club rules shall include, but are not limited 

16 to, the hours of operation. 

Sec. 7. NEW SECTION. 552.7 BUYER'S CANCELLATION. 

18 If a buyer cancels a health club contract pursuant to the 

19 three-day cancellation provision, the health club shall send 

20 the buyer a written confirmation of cancella:ion, together 

21 with the buyer's refund and any negotiable instruments 

22 executed by the buyer, within thirty days after receipt by the 

23 health club of the buyer's cancellation notice. If the health 

24 club fails to send the written confirmation to the buyer 

25 wlthin thirty days after receiving a timely cancellation, the 

26 health club is deemed to have accepted the cancellation. 

27 Sec. 8. NEW SECTION. 552.8 DURATION OF CONTRAC~ --

28 RENEWAL. 
,- ,;,' 29 A health club contract sha:l not have a duratlon longer 

30 than thirty-six months. If a hea:r.h club offers a cont~act of 

31 more than twelve-months' duration, it shall also offer a 

32 twelve-month contract. A health club contract shall r0t 

33 contain an automatic renewal clause. 

34 Sec. 9. NEW SECTION. S52.9 NOTICE OF MEMBERSHI2 ?~fNS. 

35 PRICES, AND RIGHT OF CANCELLATION. 

-4-
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The health club shall orally inform the buyer prior to the 

2 buyer's entering into a health club contract of the three-day 

3 cancellation provision and provide the buyer with a written or 

4 oral list of all membership plans and their respective prices. 

5 Sec. 10. NEW SECTION. 552.10 STATEMENT REGARDING ASSIGN-

6 ABILITY OF BUYER'S OBLIGATION. 

7 If the buyer's obligation is in a form that may be 

8 assigned, the contract shall state in boldface type on the 

9 front page of the contract that the contract may be discounted 

10 and sold to third parties to whom the buyer will become 

11 obligated to make full payment. 

12 Sec. 11. NEW SECTION. 552.11 BUYER'S RIGHTS UPON 

13 ASSIGNMENT. 

'14 1. A health club contract is not assignable by the health 

15 club without written notice of the assignment mailed to the 

16 buyer at the buyer's address as stated in the contract. The 

17 notice shall identify the contract, state the name and address 

18 of the assignee, the amount payable by the buyer and the 

19 number, amounts, and due dates of any payments, and shall 

20 contain a conspicuous notice to the buyer of the provisions of 

21 subsection 2. 

,c;:"22 2. If the health club assigns the buyer's obligation, the 

23 buyer has thirty days from the date of the mailing of the 

24 notice of the assignment within which to notify the assignee 

25 in writing of any claims or defenses the buyer may have 

26 against the health club. If written notificatlon of the 

27 claims or defenses is not received by the assignee within the 

28 thirty-day period, the assignee has the right to enforce the 

29 contract free of any claims or defenses the buyer may have 

30 against the health club. 

31 Sec. 12. NEW SECTION. 552.:2 LIST=NG OF SQUIPMENT AND 

32 SERVICES. 

A health club shall compi:e a written list which shall be 
34 available to a buyer upon request showing: 

35 1. The equipment by kind and quantity that :s or 'N ill be 

-')-
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1 made available. 

2 

3 

4 

5 

6 

7 

8 

9 

2. Each service which U .. e health clue) intends to have 

available for use by the buyers",;.. 

Subject to section 552.16. subsection 3, paragraph "a". a 
, .. 

health club that accegts prepayments sha:l n2lw~M%consid~. 

fully open for business until all of the .~quipment and 

services so listed are actually available for use by t~e 

buyers. 

Sec. 13. NEW SECTION. 552.13 REMEDIES -- ViOLATIONS. 

10 

11 

1. If a health club violates a provision of this chap~er, 

the buyer may cancel the health club contract. The buyer also 

12 has a right of action against the health club for recovery of 

* 13 the amount the buyer paid to the health Club under the 

14 contract. In addition to any judgrr.ent awarded to the buyer, 

15 the court shall allow reasonable attorney's fees. 

16 2. A violation of any of the provisions of this chapter 

17 shall be deemed an unlawful practice under section 714.16, 

18 subsection 2. paragraph "a". 

19 3. Unless displaced by the particular provisions oE this 

20 chapter. the uniform commercial code and the principles of law 

21 

* 22 

and equity supplement the 

Sec. 14. NEW SECTION. 

provisions of this chapter. 

552.14 PROHIBITED AC~IVrTrES. 
, 
" . It is unlawful for a health club to maKe any 23 

24 misrepresentation to current members. prospective buyers, or 

25 buyers of health club contracts regarding: 

26 a. Qualifications of staff. 

27 b. Availability. quality. or extent of :acili:ies or ser-

28 vices. 

29 c. Results obtained through exercise, dieting. or weight 

30 control programs. 

31 d. Membership rights. 

32 e. The period that a special offer or discount will be 

33 available. 

34 2. It is unlawful for a health club to fail or :~fuse to: 

35 a. File or update the registration statement required by 

-6-
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1 section 552.15. 

2 b. Establish the escrow account required by section 

3 552.16. 

3. It is unlawful for a health club to advertise, state, 

5 or represent that it is approved by the state or that it has 

6 complied with this chapter. 

7 Sec. 15. NEW SECTION. 552.15 REGISTRATION. 

'8 1. A person operating or intending to open or operate a 

9 health club within this state shall file a registration state-

10 ment with the attorney general's consumer protection division. 

11 The registration shall be filed at least thirty days before 

12 the use of any services or facilities is offered for sale by 

13 the health club. The registration statement shall be updated 

14 annually, on or before the anniversary date of the initial 

15 registration, and shall include the following: 

16 a. The name and address of the health club. 

17 b. The names and addresses of the officers and directors 

18 of the health club and its parent corporation, if one exists. 

19 c. The type of available facilities. 

20 d. 

21 square 

The approximate size of the health 

feet. 

club measured in 

22 e. The type of membership plans offered and to be offered, 

23 and their cost. 

24 f. Two copies of each type of health club contract which 

25 the health club is currently using or intends to use. 

26 2. A health club registering pursuant to this chapter 

27 shall maintain in the files of the health club a copy of its 

28 registration statement filed pursuant to this sec:ion. This 

29 registration statement shall be made available upon request 

30 for inspection by current health club members or prospective 

31 buyers of health club services. 

, 32 3. A health club that files an :nitial registration or 

33 update shall pay a fee in an amount determined by the attorney 

34 general to be sufficient to cover :he cost 0: registracion and 

35 administration of this chapter. The fees shal~ be deposi:ed 

- /-
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1 in the general fund of the state. 

2 Sec. 16. NEW SECTION. 552.16 ESCROW. 

~'3 1. A health club or its assignee or agent that accepts 

4 prepayments shall deposit all of the funds received as pre­

S payments in an escrow account established with a financ:al 

6 institution located in this state whose accounts are insured 

7 by the federal deposit insurance corporation, the national 

8 credit union administration, or the federal savings and loan 

9 insurance corporation, which shall hold the funds as esc=ow 

10 agent for the benefit of the buyers that prepay. The health 

11 club shall deposit all prepay~ents rece:ved at least biweekly 

12 and shall make the first deposit not later than the fourteenth 

13 day after the day on which the health club accepts the first 

14 prepayment. Not later than the fourteenth day aEter the day 

15 on which the first prepayment is received, the health club 

16 shall submit to the attorney general's consumer protection 

17 division a notarized statement that identifies the financial 

18 institution in which the prepayments are held in escrow and 

19 the name and account number in which the account is held. The 

20 prepayments shall be held in escrow until the thirtieth day 

21 after the date that the health club fully opens for business. 

":'22 2. If the health club does not fully open for business 

23 before the two hundred eleventh day after the date it enters 

24 into the first health club contract or if :he club does not 

25 remain fully open for thirty days, the ouyers whose payments 

26 are held in escrow under this section shail ~eceive a full 

27 refund, including the buyer's pro rata share of any interest 

28 earned thereon, from the escrow agent. Refunds pursuant to 

29 this section shall be made not later tha~ the two huncred 

30 forty-first day after ~~e date the [lrst hea~th club contract 

31 was signed. If the escrow agent fails to make a full refund 

32 as provided for in this section, the attorney general sha:l 

33 hold a hearing and determine whether the hea!th club has f~liy 

34 opened and has remained open Eor thirty days, anc if not, 

35 determine those persons who, as buyers, are entitied to a 

-8-
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1 refund and, if appropriate, distribute the escrow proceeds. 

2 Notice shall be provided to the health club at its place of 

3 business as shown on its registration statement and to all 

4 buyers who have funds in the escrow account. All hearings 

5 held under this section shall be held in accordance with 

6 chapter 17A. 

8 health 

For the purposes 

club fully opens 

of this section, the date on which a 

for business is the date on which all 

9 of the equipment and services of the health club that were ad-

10 vertised before the opening or promised to be made available, 

11 whether or not contained in the contract, are actually 

12 available for use by buyers. The attorney general may upon 

13 application certify that a heal~h club is fully open for 

14 buslness if substantially all of the promised equipment and 

15 serVlces are available for use, and the health club has made a 

16 diligent effort to provide the remaining equipment and 

17 services. 

18 4. The buyer retains ownerShip of all moneys and interest 

19 held in escrow under this section. 

20 5. In lieu of establishing the escrow account described in 

21 subsections 1 through 4, a health club may post a one hundred 

22 fifty thousand dollar bond with the oftice¥of the attorney» 

23 general, in a form deemed acceptable by the attorney general 
v sr"". 

r, 

24 to protect the interest of Duyers. Notice of the existence of 
• ItA Ji • .....,.. 

25 the bO'ld must be disclosed to the buyer in the health club 
.....,...." M 

26 ~ontract. 2ither the at12rney genera~ or a buyer shall b~ 

27 entitled to collect on the bond in the same manner and on the 
1';)1$ r 

28 same terms as provlded :cr an esc~ow account in suosections 1 
tttttrZ 

29 through 4. The aggregate liability of the s~rety for a~l 
== V:t 

30 damages shall not exceed the amount of the bond . . : 

31 Sec. 17. NEW SECTION. 552.17 CONSUMER CREDIT SAL2S. 

32 A health club ccncrac~ wnere a finance charge is made 0, 
33 where payment is required or permitted by agreement to oe made 

34 In more than four periodic payments, excluding a down payme~t, 

35 is a cons~mer credit sale within the meaning of sectlon 

-9-
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1 537.1301, subsection 12, and is subject to chapter 537. If 

2 any periodic payment, other than the down payment under an 

3 agreement requiring or permitting two or more periodic 

4 payments, is more than twice the amount of any other periodic 

5 payment other than the down payment, a transaction is "payable 

6 in installments" within the meaning of section 537.1301, 

7 subsection 30. 

8 The provisions of this chapter providing rights and procec-

9 tions to buyers are in addition to the provisions of chapter 

10 537. 

11 Sec. 18. NEW SECTION. 552.18 WAIVER OF PROVISIONS. 

12 A waiver by the buyer of 

13 chapter is void as contrary 

any of the provisions of this 

to public policy. 

14 Sec. 19. NEW SECTION. 552.19 IMMUNITY. 

15 

16 

17 

18 

19 

20 

21 

22 

Notwithstanding chapter 25A, there 1S no liabillty on 

behalf of the state of Iowa, the attorney general, or the 

employees of the attorney general, for damages for failure to 

execute, or for negligently executing, the duties or authority 

conferred upon them by this chapter, or the rules adopted 

pursuant to this chapter. 

Sec. 20. NEW SECTION. 552.20 RULES. 

The attorney general may adopt rules in accordance with 

23 chapter 17A 

24 Sec. 21. 

to carry out the provisions of this chapter. 

NEW SECTION. 552.21 CONSTRUCTION OF CHAPTER. 

25 This chapter does not li~it the power or authority of the 

26 attorney general to seek administracive, legai, or equitable 

27 relief as provided by other statutes or at cor.~on law. 

~<~28 Sec. 22. NEW SECTION. 552. 22 APPLICA8ILIT~. 

29 This chapter applies to all health club contracts entered 

30 into in this state on or after July 1, 1987, concerning health 

31 club facilities located, or services to De provided, in this 

32 state. 

-33 Sec. 23. This Act takes effect July i. :987. but a person 

34 operating a health club on the effective date of this Act has 

35 ninety days in which to file a registratioll s:aternent as 
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1 required by section 15 of this Act. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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HOUSE CLIP SHEET MARCH 23, 1988 

SENATE fILE 464 
9-5781 

1 Amend Senate Flle 464, as amended, passed, and 
reprinted by the Senate, as follOWS: 2 

1. Page 1, line 7, by striking the word "health" 
4 and insetting the following: "physical exercise". 
3 

5 2. Page 1, line 8, by striking the word "health" 
6 and inserting the following: "physical exercise". 
7 

Page 28 

3. Page 1, line 11. by striking the word "Health" 
8 and inserting the following: "Physical exercise". 
9 4. Page 1. lines 11 and 12, by striking the words 

10 "in business ~or a primary purpose of". 
11 S. Page 1. line 17, by inserting after the word 
12 lIas" the following: III'health clubs",". 

6. Page 1, line 23, by striking the word "Health" 
and inserting the following: "Physical exercise". 

7. Page 1. line 31, by striking the word and 
~6 figure "and 552.14," and inserting in lieu thereof the 
17 following: "552.14. and 552.16". 
18 8. Page 2, line 4, by striking the word "Health" 

15 

and inserting the following: "Physical exercise". 
9. Page 2, line 5, by striking the word "health" 

and inserting the following: "physical exercise". 
10. Page 2, line 6. by stri~ing the word "health" 

and inserting the following: "physical exercise". 
11. Page 2, line 9, by striking the word "health" 

and inserting the following: "physical exercise". 
12. Page 2, li;1e 16. by striking t~e word 

"tlealth " and inserting the following: "physical 

2. l:ne 18, by striking the word 
inserting the following: "?hysica~ 

exercise". 
13. Page 

"healt!i ll a~d 
exercise". 

l~. Page 2. l~ne 21, by striking the word 
IIhealt:O:" and inserting the following: "physical 
exercise fl

• 

15. Page 2, line 24, by striking the word 
"HEALTH" and inserting the following: "?HYS"CAr. 
;::XF:RCISE". 

16. Page 2. line 26, by striking the ~ord 
"health" and inserting the following: "physical 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 exercise". 
41 17. Page 2, line 32, by striking the wore 
42 "health" and inserting the following: "p~ysica~ 
<.13 exercise", 
44 18. Page 3, line 3, by striking the word "health" 
45 and inse~ting the following: "physical exercise". 
46 19. Page 3, line 4. by striking the word "health" 
47 and lnserting the following: "physical exercise". 
48 20. Page 3, line 8. by striking the word "health" 
49 and inserting the following: "physical exercise". 
50 21. Page 3, line 12, by striking the word 

-1-
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1 "health" and lnserting the following: 
2 exercise". 

"physical 

3 22. Page 3, line :4, by str~king the word 
4 "health" and inserting the following: "physical 
5 
6 
7 
8 

exercise". 
23. Page 

"thirty" and 
24. Page 

"health" and 9 
10 
11 
12 
13 

exercise". 
25. Page 

"HEALTH" and 
EXERCISE". 

26. Page 
15 "health" and 
14 

16 exercise". 
27. Page 

"health" and 
exercise" .. 

28. Page 
"Health" and 
exercise". 

29. Page 
"health" and 
exercise". 

30. Page 
"health" and 
exercise". 

3, line 26, by striking the word 
inserting the following: "forty-~ive". 
3, line 29, by striking the word 
inserting the following: "physical 

4, line 10, by striking the word 
inserting the following: "PHYSICAL 

4, line 12, by striking the word 
inserting the following: ·physical 

4, line 13, by striking the word 
inserting the following: "physical 

4, line 15, by striKing the word 
inserting the following: "Physical 

4, line 18, by striking the word 
inserting the following: "physical 

4, line 19, by striking the word 
inserting the following: "physical 

31. Page 4, line 22, by striking the word 
"thirty" and inserting the following: "forty-five". 

32. Page 4, by striking line 23, and inserting 

Page 29 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

the following: ·physical exercise club of the buyer's 
cancellation notice. If the physical exercise". 

33. Page 4, line 25, by striking the word 
"thirty" and inserting the following: "forty-five". 

34. Page 4, line 26, by striking the word j 
"health" and inserting the following: "physical 
exercise u

• 

35. Page 
"health" and 
exercise". 

36. Page 
"health" and 
exercise ll

• 

37. Page 
"health" and 
exercise" .. 

4, line 29, by striking the word 
inserting the following: "physical 

4, line 30, by striking the word 
inserting the following: "physical 

4, line 32, by striking the word 
inserting the following: "physical 

38. Page S, line 1, by Striking the word "health" 
and inserting the following: "physical exercise". 

39. Page S, line 2, by striking the word "health" 
-2-
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1 and inserting the following: "physical exercise". 
2 40. Page 5, lines 3 and 4, by striking the words 
3 nOt oral". 
4 41. Page 5, by striking line 14, and inserting 
5 the following: 
6 "I. A physical exercise club contract is not 
7 assignable by the physical exercise". 
8 42. Page 5, line 22, by striking the word 
9 "health" and inserting the following: "physical 

10 exercise". 
11 43. Page 5, line 26, by striking the word 
12 "health" and inserting the following: "physical 
13 exercise". 
14 
15 
16 
17 
18 
19 

44. Page 5, line 30, by s:riking the word 
"health" and inserting the following: "physical 
exercise u

• 

45. Page 5, line 33, by striking the word 
"health" and inserting the following: "physical 
exercise u

• 

.-age .>u 

20 
21 
22 

46. Page 5, line 33, by inserting after the word 
"club" the following: ", which accepts p~epayments as 
defined in section 552.1, subsection 5,". 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
SO 

47. Page 6, line 2, by striki~g the word "heaith" 
and inserting the following: "physical exercise". 

48. Page 6, line 5, by striking the word "health" 
and inserting the following: "physical exercise", 

49. Page 6, line 10, by striking the word 
"health" and inserting :he following: "physical 
exercise u

• 

50. Page 6, line 11, by st::iking the word 
"health" and inserting the following: "physical 
exercise". 

51, Page 6, line 12, by striking the word 
"health" and inserting the following; "physical 
exercise". 

52. Page 6, line 13, by striking the word 
"health" and inserting the following: "physical 
exercise". 

53. Page 6, line 15, by s~riklng 
and inserting the following: "may". 

54. Page 6, line 20, by striking 
uniform commercial code". 

55. Page 6, line 23, by striking 
"health" and inserting the following: 
exercise". 

the word "shall" 

the · ..... ords ", the 

the word 
"physical 

56. Page 6, line 25, by striking the word 
"health" and inserting the following: "physical 
exercise ll

• 

57. Page 6, line 34, by striking the word 
"health" and inserting the following: "physical 

-3-
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1 exercise". 
2 58. Page 7, line 4, by striking the word "health" 
3 and inserting the following: "physical exercise". 
4 59. Page 7, line 9, by striking the word "health" 
5 and inserting the following: "physical exercise". 
6 60. Page 7, line 13, by striking the word 
7 "health" and inserting the fallowing: "physical 
8 exercise ll

• 

9 61. page 7, line 16, by striking the word 
10 "health" and inserting the following: "physical 
11 exercise". 
12 62. Page 7, line 18, by striking the word 
13 "health" and inserting the following: "physical 
14 exercise". 
15 63. Page 7, line 20, by striking the word 
16 "health" and inserting the following: "physical 
17 exercise". 
18 64. Page 7, by striking lines 22 and 23. 
19 65. Page 7, line 24, by striking the word 
20 "health" and inserting the following: "physical 
21 exercise". 
22 66. Page 7, line 25, by striking the word 
23 "health" and inserting the following: "physical 
24 exercise". 
25 67. Page 7, line 26, by striking the word 
26 "health" and inserting the following: "physical 
27 exercise". 
28 68. Page 7, line 27, by striking the word 
29 "health" and inserting the following: "physical 
30 exercise", 
31 69. Page 7, line 30, by striking the word 
32 "health" and inserting the following: "physical 
33 exercise". 
34 70. Page 7, line 31, by striking the word 
35 "health" and inserting the following: "physical 
36 exercise". 
37 71. Page 7, line 32, by striking the word 
38 "health" and inserting the following: "physical 

Page 31 

39 exercise". 
40 72. Page 8, line 3, by striking the word "health" 
41 and inserting the following: "physical exercise". 
42 73. Page 8, line 10, by striking the word 
43 "health" and inserting the following: "physical 
44 exercise". 
45 74. Page 8, line 13, by striking the word 
46 "health" and inserting the following: "physical 
47 exercise". 
48 75. Page 8, line 15, by striking the word 
49 "health" and inserting the following: "physical 
50 exercise". 

-4-
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1 76. Page 8, line 21, by striking the word 
2 "health" and inserting the following: "physical 
3 exercise". 
4 77. Page 8, line 22, by striking the word 
5 "health" and inserting the following: "physical 
6 exercise". 
7 78. Page 8, line 24, by striking the word 
8 "health" and inserting the following: "physical 
9 exercise". 

10 79. Page 8, line 30, by striking the word 
11 "health" and inserting the Eollowing: "physical 
12 exercise". 
13 80. Page 8, line 33, by striking the word 
14 "health" and inserting the Eollowing: "physical 
15 exercise". 
16 81. Page 9, line 2, by striking the word "health" 
17 and inserting the EolIowing: "physical exercise". 
18 82. Page 9, line 8, by striking the word "health" 
19 and inserting the Eollowing: "physical exercise". 
20 83. Page 9, line 9, by striking the word "health" 
21 and inserting the Eollowing: "physical exercise". 
22 84. Page 9, line 13, by striking the word 
23 "health" and inserting the Eollowing: "physical 
24 exercise". 
25 85. Page 9, line 15, by striking the word 
26 "health" and inserting the following: "physical 
27 exercise". 
28 86. Page 9, line 21, by striking the word 
29 "health" and inserting the Eollowing: "physical 
30 exercise". 
31 87. Page 9, line 25, by striking the word 
32 "health" and inserting the following: "physical 
33 exercise". 
34 88. Page 9, line 32, by striking the word 
35 "health" and inserting the following: "physical 
36 exercise". 
37 89. Page 10, line 29, by striking the word 
38 "health" and inserting the following: "physical 
39 exercise". 
40 90. Page 10, line 30, by striking the figure 
41 "1987" and inserting the following: "1988". 
42 91. Page 10, line 30, by striking the word 
43 "health" and inserting the following: "physical 
44 exercise". 
45 92. Page 10, line 33, by striking the figure 
46 "1987" and inserting the following: "1988". 
47 93. Page 10, line 34, by striking the word 
48 "health" and inserting the following: "physical 
49 exercise". 
50 94. Title page, line 1, by striking the word 

Page 6 
1 "health" and inserting the following: "physical 
2 exercise". 

Page 32 

By COMMITTEE ON SM~LL BUSINESS 
AND COMMERCE 
SWARTZ of Marshall, Chairperson 

H-5781 ~ILED MARCH 22, 1988 
/, j:~,? /':.,' /. ... ':' {,1' ,'.' 7 '. 



S£NATE 18 
YlARCH 31, 1988 

HCX.'SE .~~;-c1'8'?T :0 

SENATE FILE 464 

1 Amend Senate File 464, as arnend2d: passed, anc 
2 reprinted by the Senate, as follows; 
3 1. Page I, line 7, by striking the word I'healthll 
4 and inserting the following: "physical exercise". 
5 2. Page I, line 8. by striking the word "health" 
6 and inserting the following: "physical exercise". 
7 3. Page I, line II, by striking the word "Health" 
8 and insercing the following: "Physical exercise". 
9 4. Page 1, lines 11 and 12, by striking the words 

10 "in business for a primary purpose of". 
5. Page I, line 17, by inserting after the word 

12 "as" the following: ""health clubs",". 
11 

13 6. Page I, line 23, by striking the word "Health" 
14 and inserting the following: "Physical exercise". 
15 7. Page 1, line 31, by striking the word and 
16 figure "and 552.14," and inserting in lieu thereof the 
17 following: "552.14, and 552.16". 
18 8. Page 2, line 4, by striking the word "Health" 
19 and inserting the following: "Physical exercise". 
20 9. Page 2, line 5, by striking the word "health" 

and inserting the following: "physical exercise". 
10. p~ge 2, line 6, by striking the word "health" 

and inserting the following: "physical exercise". 
11. Page 2, line 9, by striking the word "health" 

and inserting the following: "physical exercise". 
12. Page 2, line 16, by striking the word 

"health" and inserting the following: "physical 

21 
22 

a 23 

i.;~ 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

-:~ 
--"50 

exercise". 
13. Page 

"health" and 
exercise". 

2, line 18, by striking the word 
inserting the following: "physical 

14. Page 2, line 21, by striking the word 
"health" and inserting the following: "physical 
exercise". 

15. Page 2, line 24, by striking the word 
"HEALTH" and inserting the following: "PHYSICAL 
EXERCISE". 

16. Page 2, line 26, by striking the word 
"health" and inserting the following: "physical 
exercise". 

17. Page 2, line 32, by striking the word 
"health" and inserting the following: "physical 
exercise". 

18. Page 3, line 3, by striking the word "health" 
and inserting the following: "physical exercise". 

19. Page 3, line 4, by striking the word "health" 
and inserting the following: ·physical exercise". 

20. Page 3, line 8, by striking the word "health" 
and inserting the following: "physical exercise". 

21. Page 3, line 12, by striking the word 
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1 "health" and inserting the following: "physical 
2 exercise". 
3 22. Page 3, line 14, by striking the word 
4 "health" and inserting the following: "physical 
5 exercise". 
6 23. Page 3, line 26, by striking the word 
7 "thirty" and inserting the following: "forty-five". 
8 24. Page 3, line 29, by striking the word 
9 "health" and inserting the following: ·physical 

10 exercise". 
11 25. Page 4, line 10, by striking the word 
12 "HEALTH" and inserting the following: "PHYSICAL 
13 EXERCISE". 
14 26. Page 4, line 12, by striking the word 
15 "health" and inserting the following: "physical 
16 exercise". 
17 27. Page 4, line 13, by striking the word 
18 "health" and inserting the following: "physical 
19 exercise". 
20 28. Page 4, line 15, by striking the word 
21 "Health" and inserting the following: "Physical 
22 exercise". 
23 29. Page 4, line 18, by striking the word 
24 "health" ~nd inserting the following: "physical 
25 exercise". 
26 30. Page 4, line 19, by striking the wo,d 
27 "health" and inserting the following: "physical 
28 exercise". 
29 31. Page 4, line 22, by striking the word 
30 "thirty" and inserting the following: "forty-five". 
31 32. Page 4, by striking line 23, and inserting 
32 the following: "physical exercise club of the buyer's 
33 cancellation notice. If the physical exercise". 
34 33. Page 4, line 25, by striking the word 
35 "thirty" and inserting the following: "forty-five". 
36 34. Page 4, line 26, by striking the word 
37 "health" and inserting the following: "physical 
38 exercise". 
39 35. Page 4, line 29, by striking the word 
40 "health" and inserting the following: "physical 
41 exercise". 
42 36. Page 4, line 30, by striking the word 
43 "health" and inserting the following: "physical 
44 exercise". 
45 37. Page 4, line 32, by striking the word 
46 "health" and inserting the following: "physical 
47 exercise". 
48 38. Page 5, line I, by striking the word "health" 
49 and inserting the following: "physical exercise". 
50 39. Page 5, line 2, by striking the word "health" 

• 
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~~ and inserting the followinc: "physical exercise " . 
40. Page 5, iines 3 and 4, by striki~g the wc.:ds 

3 Itor orallt~ 

4 41. Pag~ 5, ty striking line l4, and inserting 
5 the following: 
6 "I. A physical exe~cise club contract is not 
7 assignable by the physical exercise". 
8 42. Page 5, line 22, by striking the word 
9 "h •.. " d' . h f' l' "h' 1 ea~tn an lnsertlng t. e 01 oWlng: p .. yslca_ 

10 exercise". 
11 43. Page 5, line 26, by striking the word 
12 "nealth" and inserting the following: "physical 
13 exercise". 
14 44. Page 5, line 30, by striking the word 
15 "health" and inserting the following: "physical 
16 exercise". 
17 45. Page 5, line 33, by striking the word 
18 "health" and inserting the Eollowing: "physical 

exercise". 19 
20 
21 
22 
23 
24 

_
25 

"' 26 
, 27 

28 

46. Page 5, line 33, by inserting after the word 
"club" the following: II, which accepts p~epayments as 
defined in section 552.1, subsection 5,". 

47. Page 6. line 2, by striking the word "healt~" 
and inser~ing the following: "physical exercise':. 

48. Page 6, line 5, by striking the word "health" 
and inserting the following: "physical exercise". 

49. Page 6. line 10, by striking the word 
"health" and inserting the following: "physical 
exercise"~ 29 

30 50. Page 
31 "health" and 
32 exercise". 
33 51. Page 
34 "health" and 

6, line 11, by striking the word 
inserting the following: "physical 

6, line 12. by striking the word 
inserting the following: "physical 

35 
36 
37 
38 
39 

exercise". 
52. Page 

"health" and 
6, line 13, by striking the word 
inserting the following: "physical 

exercise". 
~~. Page 6, line 15, by striking the word "shall" 

40 and inserting the fallowing: "may". 
54. Page 6. line 20, by striking the words ", the 

uniform commercial code". 
41 
42 
43 
44 
45 
46 
47 
48 
49 

~50 

55. Page 6, line 23, by striking the word 
"health" and inserting the following: "physical 
exercise tl

• 

56. Page 6, line 25, by striking the word 
"health" and inserting the following: "physical 
exercise". 

57. Page 6, line 34, by striking the word 
"health" and inserting the following: "physical 
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exercise". 1 
2 
3 
4 
5 
6 
7 
8 
9 

58. Page 7, line 4, by striking the word "health" 
and inserting the fOllowing: "physical exercise". 

59. Page 7, line 9, by striking the word "health" 
and inserting the following: "physical exercise". 

60. Page 7, line 13, by striking the word 
"health" and inserting the following: "physical 
exercise". 

61. Page 
"health" and 
exercise". 

7, line 16, by striking the word 
inserting the following: "physical 10 

11 
12 
13 
14 
15 
16 
17 
18 

62. Page 7, line 18, by striking the word 
"health" and inserting the following: "physical 
exercise". 

63. Page 
"health" and 
exercise". 

64. Page 
19 65. Page 
20 "health" and 
21 
22 
23 

exercise". 
66. Page 

"health" and 
24 exercise". 

7, line 20, by striking the word 
inserting the following: "physical 

7, by striking lines 22 and 23. 
7, line 24, by striking the word 
inserting the following: "physical 

7, line 25, by striking the word 
inserting the following: "physical 

25 67. Page 7, line 26, by striking the word 
26 "health" and inserting the following: "physical 
27 exercise". 
28 68. Page 7, line 27, by striking the word 
29 "health" and inserting the following: "physical 
30 exercise". 
31 69. Page 7, line 30, by striking the word 
32 "health" and inserting the following: "physical 
33 exercise". 
34 70. Page 7, line 31, by striking the word 
35 "health" and inserting the following: "physical 
36 exercise". 
37 71. Page 7, line 32, by striking the word 
38 "health" and inserting the following: "physical 
39 exercise". 
40 72. Page 8, line 3, by striking the word "health" 
41 and inserting the fOllowing: "physical exercise". 
42 73. Page 8, line 10, by striking the word 
43 "health" and inserting the following: "physical 
44 exercise". 
45 74. Page 
46 "health" and 
47 
48 
49 
50 

exercise". 
75. Page 

"health" and 
exercise". 

8, line 13, by striking the word 
inserting the following: "physical 

8, line 15, by striking the word 
insetting the following: "physical 
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2 Uhealth ll and 
3 exetcise ll

• 

8; lin~ 21, by st:iking t~e word 
inserti~g the following: "physical 

4 77. Page 
5 "health" and 
6 exercise". 

8, line 22, by st~iking the word 
inse:ting the followi:lg: "physical 

8, line 24, by striking the word 
inserting the following: "physical 

7 78. Page 
8 "health" and 
9 exercisa". 

79. Page 
11 "health" and 
10 8, line 30, by striking the word 

inserting the following: "physical 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

exercise". 
80. Page 8, line 33, by striking the word 

"health" and inserting the following: "physical 
exercise u

• 

81. Page g, line 2. by striking the word "health" 
and inserting the following: "physical exercise " . 

82. Page 9. line 3, by striking the word "heslth" 
and inserting the following: "physical exercise " . 

83 P '" 9 l' Q b' .. ,' . ·h~ "'oro' "h •. ea'_th" . age ,_1ne J, y scr1K.ng ~.~ n 

and inserti~g the following: "physical exercise". 
84. Page 9. line 13, by striking the word 

"health" and inserting the following: "physical 

_
25 

'" . 26 
. 27 

exercise tl .~ 

85. Page 
"health" and 
exercise". 

86. Page 
"health" and 
exercise". 

87. Page 

9, line 15, by striking the word 
inserting the following: "physical 

28 9, line 21, by striking the word 
inserting the following: "physical 

9, line 25, by striking the word 
inserting the following: "physical "healthl1 and 

exercise!!. 
88. Page 9. line 32. by striking the word 

"health" and inserting the following: "physical 

29 
30 
31 
32 
33 
34 
35 
36 exercise tl

• 

37 89. Page 
38 "health" and 

10, line 29, by striking che word 
inserting the following: "physical 

39 exercise". 
90. Page 10, line 30. by striking the figure 

"1987" and inserting the following: "1988". 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

91. Page 10, line 30, by striking the word 
"health" and inserting the following: "physical 
exercise". 

92. Page 10. line 33, by strIking the figu~e 
"1987" and inserting the following: "1988". 

93. Page 10, line 34, by striking the word 
"health" and inserting the following: "physical 
exercise". 

_ SO 
<, 

'. 

94. Title page, line 1. by striking the word 
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I "health" and inserting the following: "physical 
exercise". 2 

3 95. Title page, lines I and 2, by striking the 
4 words "and providing penalties" and inserting the 
5 following: ", providing penalties and providing 
6 effective dates". 
7 96. By renumbering, relettering, or redesignat~ng 
8 and correcting internal references as necessary. 

RECEIVED FROM THE HOUSE 

• 
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BY (PROPOSED DEPARTMENT OF 
JUSTICE/ATTORNEY GE:-JERAr. 

BILL) 

Passed House, Date Passed Senate, Date ________ __ Nays ___ _ 
vote: Ayes ____ Nays Vote: Ayes 

Approved 

A BILL FOR 

1 An Act relating to the regulation of health clubs and providing 

2 penalties. 
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA! 

3 BE 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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~1/10/f7" - - .', .. -~~ 
19 

20 

21 

22 

23 TLSB 1392DF 72 
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S.F. ____ H.P. 

1 Section 1. NEW SECTION. 552.1 DEFINITIONS. 

2 As used in this chapter, unless the context other~ise 

3 requires: 

4 1. "Contract price" means the total price paid or to be 

5 paid, including service charges or membership fees, which 

6 entitles the buyer either directly or indirectly to membership 

7 in a health club or to the use of the services or facilities 

8 of a health club. 

9 2. "Finance charge" means "finance charge" as defined in 

10 section 537.1301, subsection 19. 

11 3. "Health club" means a person offering services or fa-

12 cilities, or both, for the preservation, maintenance, 

13 encouragement, or development of physical fitness or well-

14 being in return for the payment of a fee entitling the buyer 

15 to the use of the services or facilities. The term includes 

16 but is not limited to persQns offering services and facilities 

17 known as "health spas", "sports and health clubs", "tennis 

18 clubs", "racquetball courts", "golf clubs", "gymnasiums", 

19 "figure salons", "health studios", "weight control studios", 

20 and persons operating establishments whose primary purpose is 

21 the teaching of a particular form of self defense or martial 

22 arts, such as judo, karate or kung fu. "Health club" does not 

23 inClude: 

24 a. A person or establishment which does not charge a mem-

25 bership fee and from which a buyer may only purchase or become 

26 obligated to purchase the use of services or facilities to be 

27 rendered for a perio~ 

28 does not collect more 

of not more than thirty days, and 'Hhich 
. ~ ........ I '" .• -': '. ,,' - f ....... 

thein, ~hirt.y cay,si:n" advance for the ren-

29 dering of the services. 

30 b. A nonprofit organization.,org9nized"a-nd operating as a 

31 nonprofit organization before January 1, 1987. 

32 c. An entity primarily engaged in physical rehabilitation 

33 activities related to an individual's injury or disease. 

34 d. A private club owned and operated by its members. 

35 e. A facility operated by the state or any of its 
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1 political subdivisions. 

2 4. "Health club contract" means an agreement by which a 

3 buyer is entitled to membership in a health club or use of t~e 
4 services or facilities of a health club. 

5 5. "Prepayment" means any partial or full payment for ser-
6 vices or the use of facilities made before the services are 
7 

8 

9 

10 

11 

12 

13 . , 
, < 

16 

17 

18 

19 

20 

21 

actually made available by the health club or the facility is 
fully opened for business as described in section 552.17, 

subsection 3. 

Sec. 2. NEW SECTION. 552.2 PURPOSE. 

The purpose of this chapter is to safeguard the public 

against fraud, deceit, and financial hardship and to foster 

and encourage competition, fair dealing, and prosperity in the 
field of health club operations and services by prohibiting or 

restricting practices by which the public has been injured in 
connection with contracts for and the marketing of health club 

services. 

Sec. 3. NEW SECTION. 552.3 UNENFORCEABLE CONTRACTS. 

A health club contract or assignment of a contract that 

does not comply with this chapter is unenforceable as contrary 

to public policy. 
22 Sec. 4. NEW SECTION. 552.4 CONTRACTS FOR HEALTH CLUB 

23 SERVICES -- RIGHT OF CANCELLATION. 

24 A health club contract shall provide that the contract may 

25 be canceled within three business days after the date of 
26 receipt by the buyer of a copy of the signed contract. 

27 Cancellation shall be by written notice delivered to the 
28 seller at an address which shall be specified in the contract. 

29 Cancellation 
30 cancellation. 

is complete upon mailing of the notice of 
After receipt of the cancellation, the health 

31 club may request the return of contract forms, membership 
32 cards, and all other documents and evidence of membership 

33 previously delivered to the buyer. 
34'refund of the entire consideration 

35 any, less twenty dollars. 

-2-
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1 A health club contract shall in ?lain terms disclose 

2 whether the health club will allow the buyer to cancel the 

3 contract in the event of the death or disability of the buyer. 

4 Sec. 5. NEW SECTION. 552.5 CONTRACT -- STATEMENT OF 

5 BUYER'S RIGHTS -- FORM. 

6 1. A health club contract shall be in writing and signed 

7 by tne buyer. The contract constitutes the entire agreement 

8 between the seller and the buyer and shall so state. The 

9 contract shall state in at least ten-point boldface type 

10 "NOTICE TO BOYER: DO NOT SIGN THIS CONTRACT UNTIL YOU READ 

II IT. DO NOT SIGN THIS CONTRACT IF IT CONTAINS SLANK SPACES." 

12 A copy of the health club contract shall be delivered to the 

13 buyer at the time the contract is signed. 

:4 2. A health club contract shall designate the date on 

15 which the buyer actually signs the contract and shall contain 

• 

16 a statement of the buyer's rights which complies with this ~ 

17 subsection. The statement shall appear in the contract under 

18 the conspicuous caption "BUYER'S RIGHT TO CANCEL" •. and shall 

19 read as follows: 

20 

21 (enter date of transaction) 

22 You may cancel this transaction within three business days 

23 from the above date. 

24 If you cancel, any payments made by you under the contract, 

25 less twenty dollars, and any negotiable instrument executed by 

26 you will be returned within fifteen business days following 

27 receipt by the seller of your cancellation notice. and any 

28 security interest arising out of the transaction will be can-

29 celed. After you cancel, the health club may request the 

30 return of all contracts, membership cards. and other documents 

31 or evidence of membership. 

32 To cancel this transaction. send, or deliver a signed and 

33 dated copy of this cancellation notice or any other written 

34 notice by certified or registered mail to 

35 (name of seller), at (address of 
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6 
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8 

9 

10 

11 
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seller's place of business) not later than midnight of 

(date). 

I hereby cancel this transaction. 

(Date) 

(Suyer's signature) 

The full text of this statement shall be in ten-point 

boldface type. 

Sec. 6. NEW SECTION. 552.6 DELIVERY OF HEALTH CLUB 

RULES. 

A health club contract shall include a complete statement 

13 of the rules of the health club, or an acknowledgement in a 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

26 

27 

conspicuous form that the buyer has received a copy of the 

rules. Health club rules shall include, but are not limited 

to, the hours of operation • 

Sec. 7. N~~ SECTION. 552.7 BUYER'S CANCELLATION. 

If a buyer· cancels a health club contract pursuant to the 

three-day cancellation provision, the health club shall send 

the buyer a written confirmation of cancellation, together 

with the buyer's refund and any negotiable instruments 

executed by the buyer, within fifteen days after receipt by 

the health club of the buyer's cancellation notice. If the 

health club fails to send the written confirmation to the 

buyer within fifteen days after receiving a timely 

cancellation, the health club is deemed to have accepted the 

cancellation. 

28 Sec. 8. N~~ SECTION. 552.8 DURATION OF CONTRACT --

29 RENEWAL. 

30 A health club contract shall not have a duration longer 

31 than twenty-four months. If a health club of:ers a contract 

32 of more than twelve-months' duration, it shall also offer a 

~ 33 twelve-month contract. A health club contract shall not 

34 contain an automatic renewal clause. 

35 Sec. 9. NEW SECTION. 552.9 NOTICE OF MEMBERSHIP PLANS. 

-4-
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1 ?RICES, AND RIGHT OF CANCELLATION. 

2 The health club shall orally inform the buyer prio~ to ~he 

3 buyer's entering into a health club contract of all membershi~ 
4 plans, their respective prices, and the three-day cancellation 

5 provision. In addition, the same information Shall be posted 
6 in a place where a reasonable buyer would notice it at the 

7 time the buyer signs the health club contract. 
8 Sec. 10. NEW SECTION. 552.10 STATEMENT REGARDING ASSIGN-

9 ABILITY OF BUYER'S OBLIGATION. 

10 If the buyer's obligation is 1n a form that may be 

11 assigned, the contract shall state in boldface type on the 

12 front page of the contract that the contract may be discounted 

13 and sold to third parties to whom the buyer will become 
14 obligated to make full payment. 

15 Sec. 11. NEW SECTION. 552.11 BUYER'S RIGHTS UPON 

16 ASSIGNMENT. 

17 1. A health club contract is not assignable by the health 
18 club without written notice of the assignment mailed to the 

19 buyer at the buyer's address as stated in the contract. The 

20 notice shall identify the contract, state the name and address 

21 of the assignee, the amount payable by the buyer and the 

22 number, amounts, and due dates of any payments, and shall 

23 contain a conspicuous notice to the buyer of the provisions of 
24 subsection 2. 

25 2. If the health club assigns the buyer's obligation, the 
26 buyer has thirty days from the date of the mailing of the 

27 notice of the assignment within whiCh to notify the assignee 
28 in writing of any claims or defenses the buyer may have 

29 against the health club. If written notification of the 

• 

• 

30 claims or defenses is not received by the assignee within the 

31 thirty-day period, the assignee has the right to enforce the 
32 contract free of any claims or defenses the buyer may have 

33 against the health club. • 
34 Sec. 12. NEW SECTION. 552.12 LISTING OF EQUIPMENT AND 

35 SERVICES. 
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1 A health club which i~tends to commence the sale of hea:~h 

2 club contracts shall, prior to commencing sale, compile a 

3 written list showing: 

4 1. The equipment, by kind and quantity, that will be made 

5 available. 

6 2. Each service which the health club intends to have 

7 available for use by buyers. The list shall be included in 

8 every health club contract. A health club shall not be 

9 considered fully open for business until all of the equipment 

10 and services so listed are actually available for use by 

11 buyers. 

12 Sec. 13. NEW SECTION. 552.13 RE~EDIES -- VIOLATIONS. 

13 1. If a health club violates a provision of this chapter, 

14 the buyer may cancel the health club contract. The buyer also 

15 has a right of action against the health club for recovery of 

16 triple the amount the buyer paid to the health club under the 

17 contract. In addition to any judgment awarded to the buyer, 

18 the court 'shall allow reasonable attorney's fees. 

19 2. A violation of any of the provisions of this chapter 

20 shall be deemed an unlawful practice under section 714.16, 

21 subsection 2, paragraph "a". 

22 3. Unless displaced by the particular provisions of this 

23 chapter, the uniform commercial code and the principles of law 

24 and equity supplement the provisions of this chapter. 

25 Sec. 14. NEW SECTION. 552.14 VIOLATION OF INJUNCTION 

26 CIVIL PENALTY. 

27 A person who violates the terms of an injunction issued in 

28 an action brought under this chapter or section 714.16 to 

29 enforce one or more provisions of this chapter is liable to 

30 the state for a civil penalty payable to and for the benefit 

31 of the state of Iowa of not more than twenty-five thousand 

32 dollars for a single violation and not more than fifty 

'aIa 33 thousand dollars for all violations of the injunction. 

34 Sec. 15. NEW SECTION. 552.15 ?ROHIBITED ACTIVITIES. 

35 1. It is unlawful for a health club to make any 
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1 misrepresentation to current members. prospective buyers. or 

2 buyers of health club contracts regarding: 

3 a. Qualifications of staff. 

4 b. Availability, quality, or extent of facilities or ser-

5 vices. 

6 c. Results obtained through exercise, dieting. or weight 

7 control programs. 

8 d. Membership rights. 

9 e. The period that a special offer or discount will be 

10 available. 

11 2. It is unlawful for a health club to fail or refuse to: 

12 a. File or update the registration statement required by 

13 section 552.16. 

14 b. Establish the escrow account required by section 

15 552.17. 

16 3. It is unlawful for a health club to advertise, state. 

17 or represent that it is approved by the state or that it has 

18 complied with this chapter. 

19 Sec. 16. NEW SECTION. 552.16 REGISTRATION. 

20 1. A person operating or intending to open or operate a 

21 health club within this state shall file a registration state-

22 ment with the attorney general's consumer protection division. 

23 The registration shall be filed at least thirty days before 

24 the use of any services or facilities is offered for sale by 

25 the health club. The registration statement shall be updated 

26 annually, on or before the anniversary date of the initial 

27 registration. and shall include the following: 

28 a. The name and address of the health club. 

29 b. The names and addresses of the officers. directors. and 

30 stockholders of the health club and its parent corporation. if 

31 one exists. 

32 c. The type of available facilities. 

33 d. The approximate size of the ~ealth club measured in 

34 square feet. ' 

35 e. The type of membership plans offered and to be offered. 
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1 and their cost. 

2 f. Two copies of each type of health club cont,act which 

3 the health club is currently using or intends to use. 

4 2. A health club registering pursuant to this chapte, 

5 shall maintain in the files of the health club a copy of its 

6 registration statement filed pursuant to this section. This 

7 registration statement shall be made available for inspection 

8 by current health club members or prospective buyers of health 

9 club services. 

10 3. A health club that files an initial registration or 

11 update shall pay a fee in an amount determined by the attorney 

12 general to be sufficient to cover the cost of registration and 

13 administration of this chapter. The fees shall be deposited 

14 in the general fund of the state. 

15 Sec. 17. NEvi SECTION. 552.17 ESCROW. 

16 1. A health club or its assignee or agent that accepts 

17 prepayments shall deposit all of the funds received as pre-

18 payments in an escrow account established with a financial 

19 institution located in this state whose accounts are insured 

20 by the federal deposit insurance corporation or the federal 

21 savings and loan insurance corporation, which shall hold the 

22 funds as escrow agent for the benefit of the buyers :hat 

23 prepay. The health club shall deposit all prepayments re-

24 ceived at least biweekly and shall make the first deposit not 

25 later than the fourteenth day after the day on which the 

26 health club accepts the first prepayment. Not later than the 

27 fourteenth day after the day on which the first prepayment is. 

28 received, the health club shall submit to the attorney 

29 general's consumer protection division a notarized statement 

30 that identifies the financial institution in which the pre-

31 payments are held in escrow and the name and account number in 

32 which the account is held. The prepayments shall be held in 

33 escrow until the thirtieth day after the date that the health 

34 club fully opens for business. 

35 2. If the health club does not fully open for business 
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~ before the one hundred eighcy-Eirst day after the ca~e it 

2 enters into the first health club contract or if :he cl~b does 

3 not remain fully open for thirty days. che buyers whose 

4 payments are held in escrow under this section shall receive a 

5 full refund. including the buyer's pro rata sha:e of any 

6 interest earned thereon, from the escrow agent. Refunds 

7 pursuant to this section shall be made not later than the two 

8 hundred forty-first day after the date the first health club 

9 contract was signed. If the escrow agent fails to make a full 

10 refund as provided for in this section, the attorney general 

11 shall hold a hearing and determine whether the health club has 

12 fully opened and has remained open Ear thirty days, and if 

13 not, determine those persons who, as buyers, are entitled to a 

14 refund and, if appropriate, distribute the escrow proceeds. 

15 Notice shall be provided to the health club at its place of 

16 business as shown on its registration statement and to all 

17 buyers who have funds in the escrow account. All hearings 

18 held under this section shall be held in accordance with 

19 chapter 17A. 

20 3. For the purposes of this section, the date on which a 

21 health club fully opens for business is the date on which all 

22 of the equipment and services of the health club that were ad-

23 vertised before the opening or promised to be made available, 

24 whether or not contained in the contract, are actually 

25 available for use by buyers. 

26 4. The buyer retains ownership of all moneys and interest 

27 held in escrow under this section. 

28 Sec. 18. NEW SECTION. 552.19 CONSUMER CREDIT SALES. 

29 A health club contract where a finance charge is made or 

30 where payment is required or permitted by agreement to be made 

31 in more than four periodic payments, excluding a down payment, 

32 is a consumer credit sale within the meaning of section 

33 537.1301, subsection 12, and is subject to chapter 537. If 

34 any periodiC payment, other than the do~n payment ~r.der an 

35 agreement requiring or permitting two or more periodic 
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1 payments, is more than twice the amount of any other pericdic 

2 payment other than the down payment, a transaction is "payable 

3 in installments" within the meaning of section 537.1301, 

4 subsection 30. 

5 The provisions of this chapter providing rights and protec-

6 tions to buyers are in addition to the provisions of chapter 

7 537. 

8 Sec. 19. NEW SECTION. 552.20 WAIVER OF PROVISIONS. 

9 A waiver by the buyer of any of the provisions of this 

10 chapter is void as contrary to public policy. 

11 Sec. 20. NEW SECTION. 552.21 I~UNITY. 

12 Notwithstanding chapter 25A, there is no liability on 

13 behalf of the state of Iowa, the attorney general, or the 

14 employees of the attorney general, for damages for failure to 

15 execute, or for negligently executing, the duties or authority 

16 conferred upon them by this chapter, or the ~u1es adopted 

17 pursuant to this chapter. 

18 ·Sec. 21. NEW SECTION. 552.22 RULES. 

19 The attorney general may adopt rules in accordance with 

20 chapter 17A to carry out the provisions of this chapter. 

21 Sec. 22. N~w SECTION. 552.23 CONSTRUCTION OF CHAPTER. 

22 This chapter does not limit the power or authority of the 

23 attorney general to seek administrative, legal, or equitable 

24 relief as provided by other statutes or at common law. 

25 Sec. 23. NEW SECTION. 552.24 APPLICABILITY. 

26 This chapter applies to all health club contracts entered 

27 into in this state on or after July 1, 1987, concerning health 

28 club facilities located, or services to be provided. in this 

29 state. 

30 Sec. 24. This Act takes effect July 1, 1987. but a person 

31 operating a health club on the effective date of this Act has 

32 sixty days in which to file a registration statement as 

33 required by section 16 of this Act. 

34 EXPLANA~ION 

35 This bill creates a new chapter, tentatively numbered 552. 
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1 regulating health clubs. It im90ses cer"ain requirements on 

2 health club contracts, including several disclosure provisions 

3 and a three-day cooling-off period during which the buyer can 

4 cancel the contract. A contract that does not comply with the 

5 new chapter is unenforceable. 
6 Buyers may bring private actions for triple damages against 

7 health clubs violating provisions of the new chapter. A 

8 violation of the chapter is an unlawful practice under the 

9 consumer fraud law. Civil penalties of $25,000 to $50,000 may 

10 be imposed for violating an injunction under that law or under 

11 the new chapter. Criminal penalties are also specified for 

12 certain prohibited activities. 

13 Health clubs must register with the attorney general's 
14 office, update that registration annually and pay a 

15 registration fee. A health club which is not yet fully open 

16 for business must deposit prepayments in an escrow account. 

17 The new piovisions apply to all h~alth club contracts 

18 entered into on or after July 1, 1987. 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATe YILE 464 

AN ACT 

RF.LATI~G TO THE REGULATION Of PHYSICAt EXERCISe CLUBS, PROVID­
INC P£NALTIES AND PROVIDING EFfECTIVE DATES. 

BE IT ENACTED B¥ TH[ G£NERAI~ ASS£MOL'{ OF 'THE STATE OF IOWA: 

Section 1. NEW SEc~rON. ~52.l DEF[NITIONS. 

As use~ in thiS chapter, unless the context otherwise 
requires: 

1. "Contract price" means the total price paid or to be 
paid. includinq service charges or membership fees. Which 

entitles the buyer either directly or indirectly to membershi.p 

in a pnysical exerci.se club or to the use of the services or 

facilities of a physlcal exercise club. 
2. "Finance charge" means "finance charge" as defined in 

section ~l7.l301, subsection 19. 

l. "Physical exercise club" means a person offering 

services or facilities. or both, tor the preservation, 

oaintenance, enCQuragement, or development of physical fitness 

or well-bein9 in return for the payment ot a fee entitlinq the 

buyer to the use of the services or facilities. The term 

inclu~~s but is not li~ited to persons otferin9 services and 
facilities known as "health clubs-, "health spas", "sports and 

health clubs", "tennis clubs", "racquetball courts", "<Jolt 

clubs", "9ymnasiums". "figure 9alons", "health stud los" , 

"weiqr.t control studios". and persons operatin9 establishments 

whose ~rimary purpose is the teachin9 of a particular form of 

self-defense O{ martial arts, such as judo. karate Or kung tu. 
~Physlcal e~erc~se club" does not include: 

a. A pe~son or establ ishment wl,ich does not charge .1 mem­

bershi,:> ~ee and frern \oIhich .a buyer may only purch,lse or bpcor.-e 

0bliqa:ed to pwrchdse the use of services or facilitic5 lO be 

r(!nd~~~d for a perloJ ot not ~ore than tnirt'l days. and ~nl'=~ 

• fi 
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does not t:ollect mocQ' ttlan thirty days in advance for the rer\­

derinq of the services. 

b. Except for purposes of sections 552.4. SS2.7. SS2.11. 

5052.14, and 552.16 a nonprofit ot9clnization organized and 

operating as a nonprofit orgclni£atlon. 
c. An entity primarily enqaqed in physical rehabilitation 

activities related to an individual's injury or disease. 

d. A private club o..,ned and operated by its members. 

e. Except for purposes of sections 552.4. 552.7, 552.13, 

and 552.14. a facility operated by the state or any of its 

political subdivisions. 

4. "Physical exercise club contract" ,.eans an aqreeme-nt by 

which a buyer is entitled to membership In a physical exercise 

club or use of the services or facilities of a physical 

exercise club. 

5. "Prepayment" means any partial or full payment for ser­
vices or the use of facilities made before the services are 

actually made available by the physical exercise club or the 
facility is fully op~ned for business as described in section 

5S2.16, subsection 3. 
Sec. 2. NEW SECTION. 5S2.2 PURPOSe. 

The purpose of this chapter is to safeguard the public 

against fraud, deceit. and financial hardshlp and to foster 

and encouraqe competition. fair dealinq, and prosperity in the 

field of physical exercise club operations and serl/ices by 

prOhibiting or restrictinq practices by which the public has 
been injured in connection with contracts for and the 

marketing of physical e~ercise club services. 

Sec. 1. ~EW s~.C'I'ro~. 552.1 UNP.NFORCEABLe CONTRAC"l'S. 

A physical exercise club contract or assignment of cl 

contract that docs not comply \,lith this chapter is 

unenforceable as contrary to public policy. 

Sec. 4. NEW ~~1'IQ~. 552.4 CONTRAC'I'S POR PHYSICAL 

EXERCISE CLUU SERVICES HIGEl' Of' CANCE[.I.ATION. 

A physical exerci5e club cont~Jct shall provide that the 

CQtlt:.u:t :nay be cancc-lpd wilhir! r.tHe.~ hllSine!is ditys clftet ttlt~ 

d,H(> :It rcct!ipt by tl1,-~ buyer 'JI ,1 c0pyof t.he signed contrar.t. 

(/) 
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Cancellation shaH be by written notice delivered to ttle 

sellet at an address which stlall be specified in tne contract. 

Cancellation is complete upon mailinq of the notice o~ 
cancellation. After receipt of the cancellation, the physic.a.l 

exercise club may request the return of contract forms, 

membership cards, and all other documents and evidence of 

membership previously delivered to the buyer. The buyer is 

entitled to a refund of the entire consideration paid tor the 

contract, if any. less twenty dollars. 
A physical e~ercige club contract shall in plain terms 

disclose whether the physical exercise club wi 11 allow the 

buyer to cancel the contract in the event of the death or 

disability of the buyer. 
Sec. 5. ~~w SECTION. 552.5 CONTRACT STATEMENT OP 

BU1ER'S RIGHTS -- fORM. 
1. A physical exercise club contract shall be 1n writlnq 

and siqned by the buyer. The contract shall state in at least 

ten-point boldface type "NOTICE '1'0 BUYERt DO NOT SIGN THIS 
CO»TRACT UNTIL YOU READ IT. 00 NOT SIGN THIS CONTRACT IF IT 

CONTAINS BLANK SPACES." A copy of the physical exercise club 
contract shall be deli·/ered to the buyer at the time the 

contract is siqned. 
2. A physical exercise club contract shall deslqnate the 

date on which the buyer actually siqns the contract and shall 

contain a statement of the buyer's riqhts which co~plies with 

this subsection. The statement shall appear in the contract 
under the conspicuous caption "BU'iER'S RIGKl' 1'0 CANCEL". and 

shall read as follows: 
_._--- --_ ... -

(enter date of transaction) 

You ~ay cancel this :ransactlon within three business days 

fro~ the above date. 
If Y')u cancel, any ;.ayments made by you under the contract. 

>:55 t· ... e.,:, dollars, d.-··: <lny negotiable instrum.ent e'<eclited oy 
you wi:~ oe returned ~.~nln fatty-five days followinq rece~pt 

by tne ~e~:er cf yOlle :a~celldtion notice. dnd any security 

~ntere'.>: .)l"Ialn'1 Cl;! '.: -.he tran5,H:tion .... i.l1 be c,lnceled. 

• • 
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After you cancel, the physical exe:,ci.se club may request the 

return of all contractS. nembership cards, and other documenta 

or evidence of membership. 

To cancel this transaction, send. or deliver a siqned and 

dated copy of this cancellation notice or any other wri.tten 

notice by certified or reqisteced mail to 

(name of seller). at (address of ---- . __ .. ---_ .. _-_._-_ .. -
seller's place of business) not later than midniqht of 

(date). 
hereby cancel th1s transaction. 

{Date) 

-----------------_.-
(Buyer'S siqnature) 

The full text of this statement shall be i.n ten-point 

boldface type. 
Sec. 6. ~!.W SEC1'IOE. 552.6 D,LIVERY or PHYSICAL EXERCISE 

CLUB RULES. 
A physical exercise club contract shall include a complete 

state~ent of the rules of the physical eKercise club. or an 

aCknowledqement in a conspicuous form that the buyer has 

received a copy of the rules. Physical exercise club rules 
shall include, but are not limited to, the hours of operation. 

Sec. 7. NE~ SECl'IO~. 552.7 BUYER'S CANCELLATION. 

If a buyer cancels a physical exercise clllb contract 

pur~Hlant to the three-day cancellation provision. the physical 
exercise club shall send th~ buyer a written confirmation of 

cancellation, together with the buyer's refund and any 
neqotiable instruments executed by the buyer. within forty­

five days after receipt by the physical exercise club of the 

buyer's c,lncellation notice. If the physical exercise club 

fails t() send the written contirmao;:ion to the buyer within 
forty-five days after recelvinq a :imely cancelldtion. the 

physical exercise club 1S Jeert'l"d !? have accepted tht! 

.:.lncel1atioo. 

Sec. !l. t!.!~~. ~~_TIO~. SS02.8 :;.·..:?,\TION or CONT~'\CT - .. 

RI::Nl::WM •. 
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A physical exercise club contract shall not helve a dur,lt:ion 

longer than thirty-six months. If a physical exercise club 

ott~rs d contract of more than twelve-months' durati.on. it 

shall also OfffH cl tw(tlve-month contract. A physical exercisE'! 

club contract shall not contain an automati.c rene .... al Clatlse. 

S~C. 9. ~[W S~~Tro~. 552.9 NOTICE or MEXBEHSHIP PLANS, 
PRICES. AND RrCIlT OF' CANCELLATION. 

The physical exercise club shall orally Inform the buyer 
prtor to the buyer's enterinq into a physical exercise club 

contract of the three-day cancellation provision and provide 

the buyer with a written list of all membership plans and 
theIr respective prices. 

Sec. 10. llEW ~ECTIOH. 552.10 STATEMENT REGARDING ASSIGf~-

ABILITY or 8U'lER'S OBLIGATIOfL 

If the buyer's obliqation is in a form that may be 

assigned, the contract shall state in boldface type on the 

tront paqe of tho C()ntract that the contract may be discounted 

and sold to third parties 'to whom the buyer will become 
obli9ated to make full payment. 

Sec. 11. ~C'l'IO~. 552.11 BUYER'S RIGHTS UPON 
ASSIGNM£NT. 

1. A physical exercise club contract is not assignable by 

the physical exerci.se club without wri.tten notice of the 

assignment mailed to the buyer at the buyer's address as 

stated in the contract. Tho notice shall identify the 

contract, state the name and address of the assiqnoe. the 

amount payable by the buyer and th~ number, aCl'_ounts, and due 

dates ot any payments, and Sh,lll contain a conspicoJolis notice 

to the buyer of the pr~visions of subsection 2. 

2. If the physic"l <lxercise club aS5iqns the buyer's 

obllqation, the buyer ha5 thirty day~ from the datp of the 

mailinq of the notice ~f the assignment within ~hjch to notify 

the assiqnee in ""l'iti~9 of any claiMS or defenses. the bUy~!1 

:ndy have- d<:ldinst thp !"~.'Isical excrclse clull. If written 

~lotit!Ca:10n 0f tI,e (:_:3.i:ns or defensf!s is net recei .... ed by the 

dssignee __ ithin I:he t' .rty-day p(~rir:-d, the il.,>si~nt:1! ;ht~; t:l(~ 

:H.lht :~ e:"l()rc,~ tlH! ·:-_·Itract. fr~e " ... ( "'fly clai:ns -:r o1e((~n:~e~; 

',"'e blJ'le: --d,( h.pe .:u;c."s! !.he phyS:C'll e-';erci:::(' ,~~ .. :b. 

• " 
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Sec. 12. ~tW._§t:CT~<?~. 5,2.12 LISTING or LQUIPM~NT Afm 

SERVIC£S. 

A physical exercise club, whi.ch accepts prepayments <\s 

defined in section 552.1, subsection 5. shall compile a 

written list which shall he availdbie to a b'lyer upon request 
show! n9:' 

l. 1'he equipment by kind and qU.!Intity that is or .... ill be 
made avaUclble. 

2. Bach service ~hich the physical exercise club intends 

to have available for use by the buyers. 

Subject to section 552.16, subsection 3. paragraph "a". a 

physical exercise club that accepts prepayments shall not be 

considered fully open for business unt il all of the equipment 

and services so listed are actually available for 'Ise by the 
buyers. 

Sec. 13. NEW----.!~.CrION. -:;52.13 REMEDIES -- VIOLATIONS. 

I. If a physical exercise club .... iolates a provision of 

this chapter, the buyer may cancel the physical exercise club 

contract. The buyer also has a right of action against the 

physical exercise club for recovery of the a~ount the buyer 

paid to the physical pxercise club under the contract. In 

addition to any judqment aWcHd~d to the buyer, the court ~ay 
allow reasonable attorney's fees. 

2. A violation of any of the provisions of this chapter 

shall be deemed an unla...,ful practice under section 714.16, 

subsection 2. paragraph ··a". 

1. Unless displaced by the particular proviSions of this 

chapter and the principles of 1a~ and equity supplement the 
provisions of this Chapt~r. 

Sec. 14. NEtl.....!~~CTrO~. ')52.14 PROHIBITED ACTrVITIES. 

1. I t is unlawful foe ,\ physical exercise club to make any 

misrepresentation to current mernbe-rs. prospective buyers. or 

buyers of physical e':ercise- (;lub contracts reqardinq: 

a. QualiticdtloflS of ~;ttlft. 

b. A .... ailJ.bi::lty. qua11t.,.. or 02:<te-n;: of facililll~s or s~r­
VlCCS 

(J) 
"TI 
", 
a> 
", 
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c. Results obtairled through e,.:ercise. dieting. or IJeight 

control programs. 
d. Me~bership rights. 

e. The period that a special offer or discount will be 

available. 

2. It is unla~ful for a physical exercise club to fail or 

refuse to: 

a. rile or update the registration statement required by 

section 5S2.1S. 

b. Establish tlle escrolJ account required by section 

552.16. 

3. It is unlawful for a physical exercise club to 
advertise. state. or represent that it is approved by the 

state or that it has complied with this chapter. 
Sec. IS. NEW ~ECT!OH. SS2.l'i REGISTRA'I'ION. 

1. A person operating or intending to open or operate a 

physlcal exercise club within this state shall file a 

registration stater.'lellt with the attorney generdl's consurr.er 
protection division. 'I'he registration shall be filed at least 

thirty days before the use of any services or facilities is 

oft~red for sale by the physical exercise club. The 

registration state~ent shall be updated annually. on or before 

the anniversary date of the initial registration. and shall 

include the follo~ing: 

A. The name and address of the physical exercise club. 

b. The names and addresses of the officers and directors 
of the phylical exercise club and its parent corporation. it 

one exist9. 

c. The type of available tacilitiea. 

d. 'I'he approximate size of the physical exercise club 
measured in square feet. 

e. T"IO copies of each t,ype of physical exercise clllb 

c,;)ntr,)ct which the physical (>xercise club is currently using 

~r intends to use. 
2. A physical e~crcige cl~~ reqisterinq pursuant to th~3 

'::"ld!Ht~~ Shidl mdintd}n In the :i1es of the physical ex~rcl~'! 

~:'lJb a t:?py 0( .t~; regi~;trat::' statl'mC'nt :~led PUI'sllJ.nt -.) 

• • 
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this section. "This rp.qistration state::,.~nt shall be made 

a'Jailahle upon request for inspection by current physical 

uXetC1Se club members or prosp~ctive buyers of physical 

ex~rcisa club ~ervices. 
3. A physical exercise club that fill'S an initial 

registration or update shall pay a fee in an amount determined 
by the attorney qeneral to be sufficient to cover the cost ot 

reqistration and administration ot this chapter. The tC'es 
shall be deposited ln the qenC'rdl fund of the state. 

Sec. 16. NE.'W st:c!!on. 552.16 ESCRmL 

1. A physical e~ercise club or its assignee or aqent that 

accepts prepayments shall deposit all o{ the funds received as 
prepayments in dn e9cro~ account established ~ith a financial 

institution located in this state whose accounts are insured 
by the federal deposi t insurance corporat ion, the nat 10nal 

credit union administration. or the federal savin9s and lOan 
insurance corporation. ~hich shall hold the funds as escro~ 

aqent for the benefit of the buyers that prepay. 'I'he physical 

exercise club shall deposit all prepayments received at least 

biweekly and Shall make the first deposit not later than the 

fourteenth day after the day on which the physical exercise 

club accepts the first prepayment. Not later than the 

fourteenth day after the day on Which the first prepayment is 

received, the physical exercise club shall 9~bmit to the 

attorney general's consumer protection division a notari~ed 

statement that identifies the financial institution in which 

the prepayments arc held in escrow clnd the name and account 

number in which the account is held. The prepayments shall be 
held in escrow until the thirtieth day after the date that the 

physical exercise club fully opens for business. 

2. If the phY'Slcal exercise club doe:. not ful1y open for 

business before tht:! t .... o hundred eleventh day after the date 1.t 

enters int.o the first physical exercise club contract or if 

the club does nat r~~ain fully opl'n fOr :hirty days. the 

buyet!> · ... hose paymt!nt!; ,)r(> held in escrc .... ·Jnder this :;ect. ion 

shall receive ,) lull refunel. lrlcluding ::'e buyer's pro rat,\ 

sllCtre ;)f .lny In(-('O~!>t earn(>d tt~ert~an. :::::1 thp. cscro .... dqent. 

• 
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Refunds pursuant to this section shall be made not later than 

the t~o hundred forty-first day after the date the first 

physical exercise club contract was signed. It the escrow 

agent faila to make a full refund as provided fot in this 
section, the attorney general shall hold a hearing ~nd 

deterlr'line whether the physical exercise cltlb has fully opened 

and has remained open for thlrty days, and it not, determine 

those persons who, as buyers, are entitled to a refund and. if 

appropriate, distribute the escrow proceeds. Notice shall be 

provided to the physical exercise club at its place of 

businltss 45 shown on its re9istration statement and to all 

buyers who have tunds in the escrow account. All hearinqs 
held under this section shall be held in accordance with 

chapter 17A. 

3. For the purposes at this section, the delte on which cl 

physical exercise club fully opens for business is the date on 
which all of the equipment and services of the physical 

exercise club that were advertised before the openlnq or 
promised to be made available, whether or not contained in the 

contract, are actually available for use by buyers. The 

attorney qeneral rtlay upon application certify that a physical 

~xercise club is fully open for business if substantially all 

of the promised equipment and services ar~ available for use, 

and the physical exercise club has made a diliqent effort to 
provide the remaininq equipment and services. 

4. The buyer retains o~nership of all moneys and interest 
held in escrow under this section. 

5. rn lieu of establishinq the escrow aCc01lnt described in 
subsections 1 throuqh 4, a physical exercise club may post a 

one hundred fifty thousand dollar bond with the office of the 

attorney qeneral, in a form deemed acceptdble by the dttornt!y 

qeneral to protect the interest of buyers. Notice of the 
existence of the bond must he diaclosed to the buyer in the 

9hysical ex~rCLse club contract," either the attorney 9~neral 

~r a buyer s~all be ent~l:9d to coil~ct on tMe ~ond In th~ 

~arne ma~ner .n,i on tht! sar~ terms ~s provided !c: an ~5cr")w 

dCC()\Inl In :>U{)Sectlona. ::',:Duqh~. t'h(" ,\(}gre"1ate !:<willt'j 
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of the surety for all damaqes shall not exceed the amount of 

the bond. 
Sec. 17. ~~W_~@C~IO~. 552.17 CONSUMER CREDIT SALES. 

A physical eKercise club contract where a finance charqe is 

made or where payment is required or permitted by agreement to 

be made i.n lIlore than four periodiC payments, excludinq a do,",,, 
payment, is a consumer cr~dit sale within the meaning of 

section 537.1)01, subsection 11, and is SUbject to Chapter 

SlL If any periodic payment, other than the down payment 

under an aqreement requirinq or permitting t~o or =ore 
periodiC payments, is more than twice the amount of any other 

periodic payment other than the down payment, a transaction IS 
"payable in install(J1ents" within the meaninq of section 

537.l301, subsection 3D. 
The provisions of this chapter providinq rights and protec­

tions to buyers are in addition to the provisions of chapter 

537. 

Sec. lB. N[~ SEC~!2~. 5S2.1B WAIVER or PROVISIONS. 

A waiver by the buyer of any of the provisions of this 

Chapter is void as contrary to public policy. 

Sec. 19. NEW S~.g~~q~. SS2.19 IHliUN[TY. 

UQtvithstandinq chaptel' 25A, there is no liability on 
behalf of the state ot Iowa, the attorney qeneral, or the 

employees of the attorney qeneral, for da(J1ages for fai lure to 
execute, or for negli<)ently executinq, the duties or authority 

conferred upon them by this Chapter, or the rules adopted 

pursuant to this chapter. 

Sec. 20. NBW S£C'!'_~9~. 5'>2.20 RUI.ES. 

The attorney qeneral (J1"~y ariopt r(,les in accordance with 

chapter 17A 1:0 carry out the provisions of this Chapter. 

Sec. 21. ~~!!_~EC'l'IOfL ,>S2.2l CONSTRUCT roN or CUAPTER. 

'f"hi!'l chapter OOPS not lir.'lit the po· ... er or authority of the 

attorney qeneral to sepk illJministrative, legal, or equitable 

relief a!> providp.ri by :)thel' ~tdtutes or at common 1.-\'01. 

Sec. 12. ~~~ S.r:CTI.9~. ,>51.22 }Io.PPl.ICr-,81LI'f't. 

This c~apte( dppliP9 to all physical exercis~ club 

contracts ~ntered int0 i~ thiS Stdr~ ?' or ilfter ~uly :, 1988. 

II) 
." 
~ 
(J) 
~ 
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concerning physical exercise club facilities located, or 
services to be provided, in this state. 

Sec. 23. This Act takes effect July 1, 1988, but a person 

operating a physical exercise club on the effective date of 
this Act has ninety days in which to file a registration 

statement as required by section 15 of this Act. 
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