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Act relating to the reqguliation of healfh clubs and providing
penalties.
IT ENACTED BY THE GENERAL ASSZMBLY OF THE STATE OF TOWA:
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Section 1. NEW SECTION. 552.1 DEFINITIONS.

As used in this chapter, unless the context ctherwise

requires:

1. "Contract price" means the total price paid or to bpe
paid, including service charges or membership fees, which
entitles the buyer either directly or indirectly %o membership
in a nealth club or to the use of the services or faciiities
of a health club.

2. "Finance charge" means “"finance charge” as defined 1in
section $37.1301, subsection 19.

3. "Health club" means a person offering services or fa-
cilities, or both, for the preservation, maintenance,
encouragement, or development of physical fitness or well-
being in return for the payment cf a fee entiltling the buyer
to the use of the services or facilities. The term includes
but is ncot limited to persons offering services and facilities
known as "health spas", "sports and health clubs", “tennis
ciubs", “racquetball courts", "golf clubs", "gymnasiums”,
“figure salons", "healith studios", "weight control studios",
and persons operating establishments whose primary purpcse is
the teaching of a particular form cf self defense or martial
arts, such as 3judo, karate or kung fu. "Health club" does nct
include:

a. A person or establishment which does not charge a mem-
bership fee and from which a buyer may only purchase or become
obligated to purchase the use of services or facilities to be
rendered for a period of not more tnan thirty days, and which
does rot collect more than thirty days in advance for the ren-
dering of the services.

b. A nonprofit orgarization crganized and operating as a
nonprofit organization befcore January i1, 1887.

c. An entity primarily engaged in physical rehabilitaticn
activities related to an individual's injury or disease.

d. A private club owned and cperated by Iits members.

e. A facility operated by tne state or any oI its
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political subdivisions.

4. "Health club contract" means an agreement by which a
buyer 1s entitled to membership in a health club or use ¢f tne
services or facilities of a health clubp.

5. "Prepayment" means any partial or full payment for ser-
vices or the use oi facilities macde before the services are
actually made available by the health club or the faciilty is
fully opened for business as described in section 552.37,
subsection 3.

Sec. 2. NEW SECTION. 552.2 PURPOSE.

The purpose o¢f this chapter is to safeguard the public
against fraud, deceit, and financial hardship and tc foster

and encourage competition, falr cealirg, and prosperity in the

field of health club operdazions and services by pronibiting or
restricting practices by which the public has been initred in
connection with contracts for and the mar<eting of health club
services.

Sec. 3. NEW SECTiON. 552.3 UNENFORCZABLE CONTRACTS.

A health club contract or assignment of a contract zhat
does not comply with this chapter is unenforceable as contrary
to public policy.

Sec. 4. NEW SECTION. 552.4 CONTRACTS FOR HEALTH CLUB
SERVICES -- RIGHT OF CANCELLATION.

A health club contract shall provide that the contrac: may

be canceled within three business days after the date of
receipt by the buyer of a ccpyv of the signed contract.
Cancellation shall be by written notice delivered to the
seller at an address which shall be specified in the contraccz.
Canceliation 1s complete upon mailing of the notice of
cancellation. After receipt of zhe cancellation, the health
club may reguest the return of centract forms, membership

cards, and all other documents and evidence of membersh

&3]

ip
previcusly delivered to the buyer. The buyer is eatitlad to
e

refund of the enrtir

Fh

[

censideration paid for the contrac:,

any, less twenty docllars.
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A health club contract shall in plain terms disclose
whether the health club will ailow the buyer to cancel the
contract in the event of the death cr disapility of the buyer.

Sec. 5. NEW SECTION. 552.5 CONTRACT -- STATEMENT OF
BUYER'S RIGHTS -- FORM.

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

by the buyer. The ccntrect constitutes the entire agreement
between the seller and the buyer and shall so state. The
contract shall state in at least ten-point bolidface type
"NOTICE TO BUYER: DO NOT SIGN THIS CONTRACT UNTIL YOU READ
IT. DG NOT SIGN THIS CONTRACT IF IT CONTAINS BLANK SPACES."™
A copy of the health club contract shall be delivered to the
buyer at the time the contract is signed.

2. A health club contract shall designate the date cn
which the buyer actuaily signs the contract and shall ceontain
a statement of the buyer's rights wnich comp:iies with this
subsecrion. The statement shall appear in the contract under
the conspicuous caprion “BUYER'S RIGHET TO CANCEZL", and shall
read as follows:

{enter date of transaciicn)

You may cancel this transactlon within three business days
from the above date.

If you cancel, any payments made by you under the contrac:,
less twenty aollars, and any negotiable instrument executed by
you will be returned within fi1fteen business days folliowing
receipt by the seiler of your canceilaticn notice, and any
securlty interest arising cut of the cransaction wiil be can-
ceied. After ycu cancel, the health club may request the
return of all contracts, membership cardés, and other documents
cr evidence of membership.

To cancel thils transacticn, send, or delliver a signed and
dated copy of this cancellation notice or any other written
notice by certified or registered mall toO

(name cf geller;, at __ {address of

..3_
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seller's place cf business) not later than midnight of
{date).

I hereby cancel this transaction.

(Date)

{Buyer's signacture)
The full text of this statement shall be 1n ten-point
boldéface type.
ec. 6. NEW SECTION. 552.6 DELIVERY OF HEALTH CLUB
RULES.

10p]

A health club contract shall include a complete statement
of the rules c¢I the heaith club, or an acknowledgement .n a

conspicuous form that the bhuver has received a copy of

rt
-y
m

.

ed

rr

ruies. Health ciub rules shall incluae, DUt are rot iliml
to, the hours of operation.
Sec. 7. NEW SECT{QE. 552.7 BUYER'S CANCELLATION.

If a buyer cancels a heaitrh club contract pursuant o =ne
rhree-day cancellation provisicn, the health club shall send
the buyer a written confirmation of cancellation, together
with zhe buyer's refund and any negotiable instruments
executed by the buyer, within fifteen days after receipt by
the healtnh club of the buyer's cancellation notice. 1IfZ :he
health club fails to send the wrizten confirmaticn to the
buyer within fifteen days after receiving a timely
cancellation, the health ciub s deemed to nhave accepted the
cancellation.

Sec., 8. NEW SECTION. 552.8 DURATION QF CONTRACT -~--

RENEWAL,

A health c¢lub contracc shall nct have a cduration longer
than cwenty-four months. If{ a heal:in club ~ffers a contract
0f more than twelve-months' cduration, it shall also offer a

twelve-nonth contract. A& Aewlih club conuracs sharl no-

L1

CLOATALG 2N gulCTDan ¢ renseyal ooiu s
Sec. 9. NEW SECTION. 352.93 NCOUICE OF MENMI3ERSaT- PLAanNg,
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PRICES, AND RIGHT OF CANCELLATION,

The health club shall crally inform the buyer prior to the
buyer's entering into a heal:tnr club contract of all membership
vlans, their respective prices, and the tnree-day cancellat:ion
provision. In addition, the same informaticn shall be posted
in a piace where a reasonable buyer would notlce it at the
time the buyer signs the health ciub contract.

Sec. 10, NEW SECTION. 552.i0 STATEMENT REGARDING ASS1GN-
ABILITY OF BUYER'S OBLIGATION.

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

assigned, the contract shall state in boldface type on the
front page of the contract that the contract may be discounted
and sold to tnird parties Lo whom the buyer will become
obligated to make full payment.

Sec. 11, NEW SECTION. 55%2.11 BUYER'S RIGHTS CPON
ASSIGNMENT.

1. A health club ccntract is not assignabie by the health

club without written notice ¢I the assignment malled to the
buyer at the buyer's address as stated in the contrac:t. The
notice shall identify the contrackt, state the name and address
of the assignee, the amount payable by the buyer and the
number, amounts, and due dates of any payments, and shall
contain a conspicuous nctice to the buyer of the provisions of
subsection 2.

2. If the heaith club assigns the buyer's cbligation, the
puyer has thirty days from the date of the mailing of the
notice of the assignment within wnich te notify tne assignee
in writing ¢f any claims or defenses the buver may have
against the health club. 1If written notification cf the

gnee within the

ur

claims or defenses is not received by the as
thirty-day period, the assignee has the right tc enforce the
contract free cf any claims or defenses the buyer may hLave
against =he healrh club.

Sec. 12. NEW SECTION. 552.12 LISTING OF EQUISMENT AND
SERVICES,
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A health club which intends to commence the sale of health
club contracts shall, prior o commencing sale, ccmpile a
written list showing:

1. The equipment, by kind and guantity, that will be made
available.

2. Each service which the heaith club intends to have
availaple for use by buyers. The 1ist shall be included in
every health club coatract. A health ciub shall not be
considered fully open for business untii all of the equipment
and services so listed are actually available for use by
buyers.

Sec. 13. NEW SECTION. ©552.13 REMEDIES -~ VIOLATIONS.

~

i. If a health club violates a provision of this chapter,
tite buyer may cancel the health c¢lub contract. The buyer also
has a right of action against the health club for reccvery of
triple the amount the buyer paild to tne health club uncer the
gentracs. In additien to any judgment awarded to the pbuyer,
the court shall alliow reasonable attcorney's fees.

2. A violation of any of the provisions of this chaprer
shall be deemed an unlawful practice under section 7i34.16,
subsection 2, paragraph "a".

3. Unless displaced by the particular provisicns of this
chapter, the uniform ccommercial code and the principies of .aw
and equity suppliement the provisicns of this chapter.

Sec. 14. NEW SECTION. 552.14 VIOLATION OF INJUNCTION --
CIVIL PENALTY.

A person wno violates the terms of an inijuncticn issued :in

an action brought under this chapter or section 714.16 to
enforce one or more provisions of this chapter is liablie 10
the state for a civil penalty payable to and for the bdenef.it
of the state of Iowa of not more than twenty-five thousandg
doilars for a single violation and not more than f£ifty
thousand dolliars for all violations of the 1njunction.

Sec. 15. NEW SECTION. 552.15 PROHIBITED ACTTIVITIES.

1. It is unlawful for a healtn club to mase any
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misrepresentation to current members, prospective buyers, or
buyers of health club contracts regarding:

a. Qualifications of staff,

b. Availability, quality, or extent of facilities cor ser-
vices.

c. Results obtained thrcugh exercise, dieting, or welgh:t
contrel programs.

d. Membership rights.

e. The period that a specia: offer or discount will be
available.

2., It is unlawful for a health club tc fall or refuse to:

a. File or upcdate the registration statement required by
section 552.16.

b. Establish the escrow account required by section
552.17.

3. It is unlawful for a health club to advertise, state,
or rzepresent that 1t is approved by the state or that 1t hras
complied with this chapter.

Se¢. 16. NEW SECTION. 5%52.16 REGISTRATION,

1. A person operating ¢r intending to open or operate a

health club within this state shall file a regiscration state-
ment with the attorney general's consumer protection division.
The registration shall be fiied at least thirty days before
the use of any services cr Iacilities 15 offered for sale by
the health club. The registration statement shall be updated
annually, on or pefore the anniversary date of tné initlal
registration, and shall include the following:

a. The name and address of the health club.

b. The names and addresses of the officers, directers, and
stockholders of the health club and its parent corpcraticn, if
one exists,

¢. The type of avaiiable facilities.

d. The approximate size of zhe health club measured in
square feet,

e. The type cf membersnip pians offered and o be coffered,
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and their cost.
£. Two copies of each type of health club contract wnich
the health club is currently using <r ilatends to use,.
2. A health clud reglstering pursuant to this crap:ter

shall maintain in the files ¢f the nhealth club a copy i lts

0
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&
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registration statemznt filed pursuant to this se
registraticn statement shall be made availabie Zor inspect;gn
py current health ciub members or prospective buvers [ nealnn
clup services.

3. A health ciub that filles an initial registralicn ur
update shall pay a fee in an amount determined Dy the at:iras
general to be sufficient “c cover tne cost of registraricn and
administration of this cnapter. The fees sha.l be depuuited
in the general fund cf the state.

Sec. 17. NEW SECTION, 552.17 ESCROW.

1. A health club or 1ts assignee Or agent that accepts
ment

prepay s shall deposit ail of rthe funds received as pre-
payments in an escrow account established with a financial
insgituzlion located 1in thils state whnose accounts are insured

by the federal ceposit insurance corporation or the federal
savings and loan insurance corporation, which shail he:d the
funds as escrcw agent for the benefit ¢f the buyers that
prepay. The health ciub skall ceposiit all prepayments re-
celved at least biweekly and shall make the first deposit nat
lacer than the fcurteen:tn day after the dayv on which zhe
health club accepts the first prepavment. Not later thian the
fourteenth day after the day cn which the first prepaymrent :is
received, the health club shall submit to the attogrney
general's consumer protection division a aotarized statement
that identifies the financial instizution in which the pre-
payments are held 1n escrow and the rname and acccunt number 1n
which the acccunt 1s held. The prepaviments shall be held in
escrow until the thirtieth day after the date that the nea.:ch
club fully ovens for business.

2. If the nrealth club does not fuily open fcr business
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before the one hundred eighty-first day after the date 1t
enters 1lnto the £irst health c¢lub contract or if the club does
not remaln fully open for thirty days, tae buvers wnhose
payments are held in escrow under thisz gecticn shall receive a
full refund, including the buyer's pro rata share of any
interest earned thereon, from the escrow agent. Refunds
pursuant to thls sectlon shall be made not later than the two
hiundred forty~first day after the date the first health club
contract was cigned. If the escrow agent fails to make a full

refund as provided fer in this section, the attorney general

o N 1

shall hold a hearing and determine whether the health club has

fully opened and has remained open for zthirty days, and if
not, determine those persons who, as buyers, are entitled to a
refund and, 1f appropriate, distribute the escrow proceeds.
Notice shall be provided to the health clup at its place cf
business as shown on its registraticn statement and to all
buyers who have funds in the escrow account. All hearings
held under this secrtion shail be held in accordanrce with
chapter 17A.

3. Por the purposes of this section, the date on which a
health club fully opens for busiress i1s che date on which all
of the equlpment and services of *+he health ciub that were ad-
vertised before the opening or gromised to be made availanie,
whether cr not contained :in the contract, are actually
available for use by buyers.

4. The buyer retains ownership of all moneys and interest
held in escrow under this section.

Sec. 18. NEW SECTION. 552.18 CONSUMER CREDIT SALZS.

A nhealth club ccntract where a finance charge is made or
wnere payment s required or permitted by agreemen: tc be made
in more than four periodic payments, excluding a down pavment,

is a censumer credit sale within the meaning of section

=
[ 1

537.1301, subsection 12, and is zubject tc cnapter 53

7
any pericdic payment, cther than the down payment under a:

]

agreement reguiring ¢r permitting twe cr more periodic
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payments, is more than twice the amcunt of any cther pe: iadic

0

ayment other than tne down payment, a transaction 1= “payab:.
Y E

g

in installments” within the meaning of sec=ion 537.130%,
subsecticn 30.

The provisions 0f this chapter providing righis and protec-
tions to buyers are in addit:on tc the provisions of chapter
537.

Sec. 19. NEW SECTION. 552.19 WAIVER OF PROVIC

9]
[

UNS.

A walver by the buyyer of any of the provisions of =znis
chapter is void as contrary to pubklic policy.

Sec. 20. NEW SECTION. 552.20 IMMUNITY.

Notwithstanding chapter 25A, there is no liability a=n
Tehalf of the stats Of Iowa, the attorney generai, or tne

enplcyees of the atti.rney general, for damages for fal'lure to
execute, Or [or negligentiy executing, the duties or auznority
conferred upon them by this chapter, ©r the ruies adoepred
sursuant to this chapter.

Sa¢. 2L. NEW SECTION. 6552.21 RULES.

The at:torney general may adept rules in accordance with
chapter 173 to carry out the provisions of this chapter.
Sec. 22. NEw SECTION. 552.22 CONSTRUCTION OF CHAFPTER.

This chapter dces not limit the power cr authority <f tne

aitorney general %o seek administrative, lega:, Cr equitable
rel:ef as provided by gther statutes or at commen law.
Sec. 23. NEW SzCTION. S52.23 APPLICABRILITY.

-

This chapter applies to all nealth club contract:e entered

into in this state or or after Juiy 1, 1987, concerning nealith
club facilities located, or services to be prcvided, 1in this
state.

Sec. 24. This Act takes effect July 1, 1987, bu:t & perscn
operating a neaith ¢lub on zhe effective date of thig Act nhas
sixty days in which to file a reglstration statement as
regquired by section 16 of this Acrt.

EXPLANATION

This bill creates a new chapter, tentazively number=d 552,
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reguiating health clubs. It imposes certain requirements cn
health club contracts, including several disclosure provisions
and a three—-day cooling-off period during which the buyer can
cancel the contract. A contract that dces not comply with the
new chapter is unenforceable.

Buyers may bring private actions for triple damages against
health clubs violating provisicns of the new chapter. A
violation of the chapter is an uniawful practice under the
consumer fraud law. Civil penalties of $25,000 to $50,000 may
be lmposed for violating an injunction under that law or under
the new chapter. Criminal penalties are also specitied for
certaln prohibited activities.

dealth clubs must register with the attorney general's
office, update that registration annually and pay a
registration fee. A health ciub which is nct yet fully open
for business must deposit prepayments in an escrow acccunt.

The new provisions apply to a.l health ciub contracts

entered into on or after July 1, 1987.

LS8 2875SC 72
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Amend Senate File 464 as fcllows:

1. Page 1, line 1ll, by inser:ing after the word
"person" the following: "in business for a primary
purpose of".

2. Page 1, line 30, by striking the wcrd "A" and
inserting the following: "“Except for purposes of
sections 552.4, 552.7, 552.13, and 552.15, a".

3. Page 1, line 31 by striking the words and
figures "before January 1, 1987".

4. Page 1, line 35, by striking the word "A" and
inserting the following: "“Except for purposes of
sections 552.4, 552.7, 552.13, and 552.15, a".

5. Page 3, lines 7 and 8 by striking the words
"The contract constitutes the entire agreement between
the seller and the buyer and shall so state."

6. Page 3, line 26, by striking the words
"fifteen business" and inserting the following:
"thirty".

7. Page 4, line 22, by striking the word
"fifteen" and inserting the following: "thirty".

8. Page 4, line 25, by striking the word
“fifteen” and inserting the following: "thirty".

9. Page 4, line 31, by striking the word “"twenty-
four™ and inserting the following: "thirty-six".

16. Page 5, by striking lines 2 through 7 and
inserting the following:

"The health club shall orally inform the buyer
prior to the buyer's entering into a health club
contract of the three-day cancellation provision and
provide the buyer with a written or oral list of all
membership plans and their respective prices."

11. Page 6, by striking lines 1 through 11 and
inserting the following:

“A health club shall compile a written list which
shall be available to a buyer upon request showing:

L. The equipment by kind and quantity that is or
will be made available.

2. Each service which the health club intends to
have available for use by the buyers.

Subject to section 552.17, subsection 3, paragraph
"a", a health club that accepts prepayments shall not
be considered fully open for business until all of the
equipment and services so listed are actually
available for use by the buyers.”

12. Page 6, line 16, by striking the word
“triple". :

13. Page 6, by striking lines 25 through 33.

14. Page 7, lines 29 and 30 by striking the words
"officers, directors, and stockholders” and inserting

Y the following: "officers and directors”.




havsrnd L o

April 3, 1987
§-3376 pg. 2
1 15. Pace 8, lirne 7, by inser:ing after the word
2 "availaole" the Igllowing: upon reguest'.
3 16. Rage 9, line L, by strlixing the words "one
4 hundred elight~-firsz" and inserting the following:
5 "two hundrec eleventi',
5 17. Pace 9, line 25 by inserting afner the word
7 "buyers." the Igilowing: "The a:*erney general may
8 upon appiicas:icn cerzify that a healtn cliub i3 fully
3 open for business i1f substantially aii of the promised
10 equipment and services are available £gr usge, and th
i1 heaith club has macde a diligent effcrt to provide the
12 remaining eguipment and services.”
13 18. Page 9, by Ilnserting after line 27 the
14 foliowing:
15 "5. In lieu of establishing the escrow acccunt
1 described in subsections 1 through 4, a health club
17 may post a one nhundred fifty thousand dollar bond with
18 the office of the attorney general, in a form deemed
H acceptaole by the attorney geﬁefa? to protect the
20 1nterest ©of buye:rs. HNotice 0f the existence sf the
21 bond must be disciossed to the buyer in the heailth club
22 contract. Either the attorney general or a buyer
23 shall be entitled to collect on the bond in the same
24 manner and on the same terms as provided for an escrow
25 account in subsections I througnh 4. The aggregate
26 llability of the surety for zl. damages shall not
27 exceed the zmount c¢i the bpond."
28 19. Page 10, iine 32, Dy striking the word
29 "sixty" anc Inserting the following: “ninety"
-3376
Filed April 2, 1387 3Y AL STURGEON
0&7&x w@(a 3) SIM LIND
~O¥ C, CORMLIN
SENATE FILE 464
$-3330
1 amend tre amendment, 3-3376, o Senate fils 464 as
2 Iollows:
P L. Page 1, by strixing Lines 3 througn 9 and
% lnserting the Igllowirng:
3 " . Page i, by striking lines 20 through 3..7
6 2. Page 1, by insarting before line L0 the
7 fcllowing:
3 " « Page L, by suriking line 34 and inserting
3 the foillcwing:
-G "d. An existirg health ciud, s lonfg as it
1l continues t¢ cperats exclus:vely 20 tne same t2rms as
tZ offered existing buvers as of Jaruary 1, L987.""
L3 3 2y Ienumberinc as necessary.
-2380
'1'La,9pr 2, 1987 8% EDGAR H. HOLDLN
Yo e 0”3)




SENATE FILE 464

$-3295

1 Amend Senate File 464 as follows:
m 2 1. Page 1, line 11, by inserting afrer the word

3 "person” the following: "in business for a primary
4 purpose of".

) 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 B by striking the word "A" and

11 inserting the following: "Subject to section 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
15 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 egquipment and services are available for use, and the
21 health club has made a diligent effort to provide the
22 remaining equipment and services."”

5-3295 )

Filed March 26, 1987 BY AL STURGEON

AL S (74 116 a)

SENATE FILE 464

5-3337
1 Amend the amendment, $-3295, to Senate File 464 as
2 follows:
3 l. Page 1, by striking lines 5 anrnd 6 and
4 inserting the following:
5 "___ . Page 1, by strixing lines 30 tnrough 31."
6 2. Page 1, by inserting befcre line 7 the
7 folliowing:
8 " . Page 1, by striking line 34 and inserting
9 the LOllOWlng
10 "d. An existing heal:th club, sc¢ lcng as it
1l continues to operate exclusively on the same terms as
+2 offered existing buyers as of January 1, 1987.""
i3 3. By renumbering as necessary.
S-3337
Fiied Ma“c 31, 1887 BY EDGAR H. HOLDEN
OZZ‘-I-‘-{M/‘ /e (’//02.4
SENATEZ FPILE 464
S-3368
1 Aamend Senate File 464 as follows:
2 1. Page 8, line 20, by inserting aEter the word
. 3 "corporation” the Lollowan ", the national credit
‘ 4 union administration,"
R
w5 -3368
Filed April 1, 1987 BY AL STURGEOXN

(d,ff fa (E_a //az
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SENATE FILE M

BY COMMITTEE ON COMMERCE

(AS AMENDED AND PASSED BY THE SENATE APRIL 6, 1987)
creeessssesss—ossene - New Language by the Senate
* - Language Stricken by the Senate

~

/ .
' A S
ﬁkpassed Senate, Date qyiuéi(gxgya)Passed House, Date :éa,3¢3¢u./‘f

Vote: Ayes ¢« Nays = Vote: Ayes vz Nays -

Approved Dhin. 15 I DFE
¢

#

A BILL FOR

Act relating to the regulation of health clubs and providing
peralties.
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

SENATE FILE 464
H-5803

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

1. Title page, lines 1 and 2, by striking the
words "and providing penalties" and inserting the
following: ", providing penalties and providing
effective dates",

By CHAPMAN of Linn

B-5803 FILED

MARCH 22, 1988
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Section 1. NEW SECTION. 552.1 DEFINITIONS.
As used in this chapter, unless the context otherwise

requires:

1.
paid,
entitles the buyer either directly or indirectly to membership

"Contract price"™ means the total price paid or to be

including service charges or membership fees, which

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

2.
section 537.1301,

3. "Health club" means a person in business for a Erimarx

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

"Finance charge" means “"finance charge" as defined in

subsection 19.

preservation, maintenance, encouragement, or develiopment of
physical fitness or well-being in return for the payment of a
fee entitling the buyer to the use of the services or

limited to persons

facilities. The term includes but is not

offering services and facilities known as "health spas”,

"racquetball .
"health

"weight control studios", and persons operating

"sports and health clubs", "tennis clubs",

courts", "golf clubs", "gymnasiums", "figure salons",
studios”,
establishments whose primary purpose is the teaching of a

particular form of self defense or martial arts, such as judo,
"Health club”

A person or establishment which does nct charge a mem-

karate or kung fu. does not 1include:
a.
bership fee and from which a buyer may only purchase or become
to be
which

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

obligated to purchase the use of services or facilities

rendered for a periocd of not more than thirty days, and

dering of the services.

b. ExceEt fFor EurEoses cof sections 552.4, 552.7, 552.13,

and 552.14, a nonprofit organization organized and coperating
L. e

as a nonprofit organization.
c. An entity primarily engaged in physical rehabilitation
activities related to an individual's injury or disease.

d.

A private club owned and cperated by 1ts members.




2 and 552.14, a facility opefated by the state or any of 1its
L

Except for purposes of sections 552.4, 552.7, 552.:

il Pl o

3 political subdivisions.

R 4
5

4., "Health club contract" means an agreement by which a
buyer is entitled to membership in a health club or use of the
services or facilities of a health club.

S. "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 health club or the faciliity 1is
fully opened for business as described 1n section 552.16,
subsection 3.

Sec. 2. NEW SECTION. 652.2 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 c¢lub
services,

Sec. 3. NEW SECTION. 552.3 UNENFORCEABLE CONTRACTS.

A health club contract or assignment of a contract thnat

does not comply witn this chapter 1s unenforceable as contrary
to public policy.

Sec. 4. NEW SECTION. 552.4 CONTRACTS FQOR HEALTH CLUB
SERVICES -- RIGHT OQOF CANCELLATION.

A health club contract shall prowvide that the contract may

be canceled within three business days after the date of
receipt by the buyer of a copy of the signed contract.
Cancellation shall be by written notice delivered Lo the
seller at an address which shall be spec:ified in the contract.
Cancellation s complete upon mailing cf the notice cf

cancellation., After receipt of the cancelilation, the health

a
club may request the return <f contract forms, menbership

cards, and all c:her documants and evidence of memberst p

previously delivered to the buyer. The buyer 1s entitlad o 3
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refund of the entire consideration paid for the contract, 1if
any, less twenty dollars.

A health club contract shall in plain terms disclose
whether the health club will allow the buyer to cancel the

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

Sec. 5. NEW SECTION. 552.5 CONTRACT —-- STATEMENT OF
BUYER'S RIGHTS -- FORM.
1. A health club contract shall be in writing and signed

by the buyer. The ccontract shall state in at least ten-point
boldface type “"NOTICE TO BUYER: DO NOT SIGN THIS CONTRACT
UNTIL YOU READ IT. DO NOT SIGN THIS CONTRACT IF IT CONTAINS
BLANK SPACES." A copy of the health club contract shall be
delivered to the buyer at the time the contract is signed,

2. A health club contract shall designate the date on
which the buyer actually signs the contract and shall contain
a statement of the buyer's rights which complies with this
subsection, The statement shall appear in the contract under
the conspicuous caption "BUYER'S RIGHT TO CANCEL", and shall
read as follows:

(enter date of transaction)

You may cancel this transaction within three business days

from the above date.

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

less twenty deollars, and any negotiable instrument executed by

you will be returned within thirty days following receipt by
L

the seller of your cancellation notice, and any security
interest arising out of the transaction will be canceled.
After you cancel, the health club may request the return of
all contracts, membership cards, and other documents or
evidence of membership.

To cancel this transaction, send, or deliver a signed and
dated copy of this cancellation notice or any other written

notice by certified or registcered mail to

(name of seller), at (address cf




seller’'s place of business) not later than midnight of
(date).

1 hereby cancel this transaction.

(Date)

(Buyer's s:ignature)
The full text of this statement shall be in ten-point
boldface type.
Sec. 6. NEW SECTION, ©552.6 DELIVERY OF EEALTH CLUB
RCLES.
A health club contract shall inciude a complete statement

of the rules cf the health club, or an acknowledgement in a
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. NEW SECTION. 5%52.7 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 thirty days after receipt by the
SE——
heaith club of the buyer's cancellation notice. If the health
ciub fails to send the written confirmation to the buyer
within thirty days after receiving a timely canceilation, the
‘— . . .

health club is deemed to have acceptad the cancellation.

Sec. 8. NEW SECTION. 552.8 DURATION OF CONTRACT =--
RENEWAL.

A nealth club contract shall not have a duration longer
than thirtx-six months., If a healith club coffers a contract of
mcre than twelve-months' duration, It shall also offer a
twelve-month contract. A health club contract shall rag
contalin an automatic renewal clause.

Sec. 9, NEW SECTICN, 552.9 NOTICE OF MEMBLERSHI? PLANS,
PRICES, AND RIGHT OF CANCELLATION.
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The health club shall orally inform the buyer prior to the
Y e w0 S

2 buxer's entering into a health club contract of the three-daz
3 cancellation provision and Brovide the buzer with a written or
AR,
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oral list of all membership plans and their respective prices.
Sec. 10. NEW SECTION. 552.10 STATEMENT REGARDING ASSIGN-
ABILITY OF BUYER'S OBLIGATION.

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

assigned, the contract shall state in boldface type on the
front page of the contract that the contract may be discounted
and sold to third parties to whom the buyer will become
obligated to make full payment.

Sec. 11. NEW SECTION, 552.11 BUYER'S RIGHTS UPON
ASSIGNMENT.

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

club without written notice of the assignment mailed to the
buyer at the buyer's address as stated in the contract. The
notice shall identify the contract, state the name and address
of the assignee, the amount payable by the buyer and the
number, amounts, and due dates of any payments, and shall
contain a conspicuous notice to the buyer of the provisions of
subsection 2.

2. If the health club assigns the buyer's obligation, the
buyer has thirty days from the date of the mailing of the
notice of the assignment within which to notify the assignee
in writing of any claims or defenses the buyer may have
against the health club. If written notification of the
claims or defenses is not received by the assignee within the
thirty-day period, the assignee has the right to enforce the
contract free of any ciaims or defenses the buyer may have
against the health ¢lub.

Sec. 12. NEW SECTICN. 352.12 VLISTING OF ZQUIPMENT AND
SERVICES.

A health club shall compi.e a written

list wnich shall be

available to a buyer upon request snowin




made avajilable.
Lo e e
2. LFach service which tihie nealth ciup intends to have

Subject to section 552.16, subsection 3, paragravh "a", a
T TR R S Sk T R T L

AL T v

health c’ab fhat acceots prepa ments sba 1 not be conside: eu

fu _open_for bu51nessrunt;l_all_oﬁ_the_aou{-men; and
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services so listed are actually available for use bg
T s S e St R

8 buxe;s.
9 Sec. 13. NEW SECTION. §52.13 REMEDIES -- VIOLATIONS.

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

11 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 judgment awarded to the buyer,
15 the court shall allow reasconable 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 of this

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

21 and equity supplement the provisions of this chapter.
22 Sec. 14, NEW SECTION. 552.14 PROHIBITED ACTIVITIES.

23 1. It is unlawful for a health club to make any

24 misrepresentation to current members, prcspective buyers, or
25 buyers of health c¢lub contracts regarding:
26 a. Qualifications of staff,
27 b. Availability, quality, or extent of faciliiies or ser-
28 vices.
29 c. Resuits obtained through exercise, dieting, or weight
30 control programs.

1 d. Membership rights.
32 e. The period that a special offer or discount wiil be

33 available.

I
)

34 2. It 1s uniawful for a health club to fail or r»fise to:

35 a. File or update the registration statement required by

_6_.
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section 552.15,

b. Establish the esc¢row account required by section
552.16.

3. It is unlawful for a health club to advertise, state,
or represent that it is approved by the state or that it has
complied with this chapter.

Sec. 15. NEW SECTION. 552.15 REGISTRATION.

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

health club within this state shall file a registration state-
ment with the attorney general's consumer protection division.
The registration shall be filed at least thirty days before
the use of any services or facilities is offered for sale by
the health club. The reglstration statement shall be updated
annually, on or before the anniversary date of the initial
registration, and shall include the following:

a. The name and address of the health club.

b. The names and addresses of the officers and directors
of the health club and its parent corporation, if one exists.

c. The type of avallable facilities.

d. The approximate size of the health ciub measured in
square feet.

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

f. Two copies of each type cof health club contract which
the health club 1s currently using or intends to use.

2. A health c¢lub registering pursuant to this chapter
shall maintain in the files cf the health club a copy of its
registration statement filed pursuant to this section. This
registration statement shall be macde available upon reguest
for inspection by current health club members or prospective
buyers of health club services.

3. A health club that files an initial registration or
update shall pay a fee in an amount determined by the attorney
general to be sufficient to cover the cost of registracion and

administration of this chapter. The fees shall be deposited

. ’
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in the general fund of the state.
Sec. 16, NEW SECTION., ©552.16 ESCROW.

1. A health club or its assignee or agent that accepts
prepayments shall deposit all of the funds received as pre-
payments in an escrow account established with a financlal
institution located in this state whose accounts are insured
by the federal deposit insurance corporation, the national
credit union administration, or the federal savings and loan
insurance corporation, which shall holé the funds as escrow
agent for the benefit of the buyers that prepay. The health
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 health club accepts the first
prepayment. Not later than the fourteenth day after the day
on which the first prepayment is received, the health club
shall submit to the attorney general's consumer protection
division a notarized sta:tement that identifies the financial
institution in which the prepayments are held in escrow and
the name and account number in which the account 1s held. The
prepayments shall be held in escrow until the thirtieth day
after the date that the healtn club fully cpens for business.

2. If the health club does not fully open for business
before the two hundred eleventh day after the date it enters
into the first health club contract or if the club does nect
remain fully open for thirty days, the buyers whose payments
are held in escrow under this section snail receive a fulil
refund, including the buyer's pro rata share of any interest
earned thereon, from the escrow agent. Refunds pursuant to
this section shall be made not lazer than the two hundred
forty-first day after the date the {irst heaith club contrackt
was signed, If the escrow agent faiis to make a full refund
as provided for in this section, the attorney general shall
hold a hearing and determine whether the health club has fully
opened and has remained open for thirty days, and if not,

detarmine those persons who, as buyers, are entitied fo a

-3~
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refund and, if appropriate, distribute the escrow proceeds. .
Notice shall be provided to the health club at its place of
business as shown on its registration statement and to all
buyers who have funds in the escrow account. All hearings
held under this section shall be held in accordance with
chapter 17A.

3. For the purposes of this section, the date on which a
health club fully opens for business is the date on which all
of the equipment and services of the health ciub that were ad-
vertised before the opening or promised to be made available,
whether or not contained in the contract, are actually

available for use by buyers. The attornez general maz qun

application certify that a health club is fully open for

T L ettt e R
business if substantially all of the promised equipment and
O ——

services are avalilable for use, and the health club has made a
g - - - - - - - - ]

diligent effort to provide the remalning equipment and

services. .
4. The buyer retains ownership of all monreys and interest '
held in escrow under this section.

5. In lieu of establishing the escrow account described in

subsections 1 through 4, a health club may post a one hundred
= et albt: it PRI

L e e
fifty thousand dollar bond witn the office cf the attorneg
m

generax, in a form deemed accnouao;e by the at:oru ey gener aL

toc protect the interest of ouyers. Notice of the existence of
T I R R R S ey S
tne bona ﬂust be d_sc osea to the ouyer 1n tbe health cTub

entxtlea to COLLECC on the bond in the same manner and on the
TR X R e T e e I ST NI I Ty

same terms as provided for an _escrow account in supsections 1

Lhrougn 4. Tne aggreodte liab;;l y of the surety for ail

damages shall not exceed the amount of the bdond.
f o o T e e sra_ v

Sec. 17. NEW SECTION. 552.17° CONSUMER CREDIT SALZS.
A health club contract where a finance charge is made or

where payment 1s required or permitted by agreement to pe made
in more than four periodic payments, excluding a down payment, .

ls a consumer credit sale within the meaning of section

-3~
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537.1301, subsection 12, and is subject to chapter 537. If
any periodic payment, other than the down payment under an
agreement requiring or permitting two or more periodic
payments, 1s more than twice the amount of any other pericdéic
payment other than the down payment, a transaction is "payable
in installments” within the meaning of section 537.1301,
subsection 30.

The provisions of this chapter providing rights and protec-
tions to buyers are in additicn to the provis:ions of chapter
537.

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

A waiver by the buyer of any of the provisions of this

chapter 1s void as contrary to public policy.
Sec., 19%9. NEW SECTION. 552.12 IMMUNITY.

Notwithstanding chapter 25A, there 1s no liability 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 ithis 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

chapter 17A to carry out the provisions of this chapter.
Sec, 21. NEW SECTION. 562.21 CONSTRUCTION OF CHAPTER.

This chapter does not limit the power or authority cof the

attorney general to seek administrative, legai, or equitable
relief as provided by other statutes or at common law.
Sec. 22. NEW SECTION. 552.22 APPLICABILITY.

This chapter applies to all health club contracts entered

into in this state on or after July 1, 1387, concerning health
club facilities located, or services to pe provided, in this
state.

Sec. 23. This Act takes effect July i, 1987, but a person
operating a health club on the effective date of this Act has

ninety days in which to file a registration statement as
.
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required by section 13 of this Act.




HOUSE CLIP SHEET

‘

(-]

(-

[

s Ll 80— D000~ VN B L

-]

P RS RO B b e p
Ld B~ O W o fo2)

24
25
26

MARCH 23, 1988

SENATE FILE 464

H-5781

amend Senate File 464, as amended, passed, and
teprinted by the Serate, 3s follows:

1. Page 1, line 7, by striking the word "health"
and inserting the following: “physical exercise”.

2. Page 1, line 8, by striking the word “health”
and inserting the following: "physical exercise”.

3. Pace i, line 11, by striking the word "Health"
and inserting the following: "Physical exercise”.

4., Page 1, lines Ll and 12, by striking the words
"in business for a primary purpose of".

5. Page line 17, by inserting after the word
"as" the following: "“"health clubs",".

6. Page 1, line 23, by striking tne
and inserting the foilowing: "Physical exercise”.

7. Page 1, line 31, by striking the word and
figure “and 552.14," and inserting in lieu thereof the
foilowing: “552.14, and 552.16".

8. Page 2, line 4, by striking tne word “"Healtn"
and inserting the following: "Physical exercise”.

9. Page 2, line 5, by striking the word "health"
and inserting the following: ‘“physical exercise”.

10. Fage 2, line 6, Dy striking the word *health”
and inserting the following: "physical exercise”.

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

12. Page 2, line 16, by riking the word
“nealtn" and inserting the lowing: ‘'physical
exercise”.

13. ?Page
“health" and
exercise",

i4. Page 2,
"health" and inserting the following:
exercise"”.

15. Page
"HEALTH" and
EXERCISE".

16. Page
"healtn" and
exerc:se",

17. Page
"health" and
exercise".

18. Page 3, line 3, by striking the
and inserting the following: ‘“physical

19. Page 3, line 4, by striking the
and inserting the following: “physical

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

_l-

M
iy

word "Health”

-~ =
2L
= 3
L1

2, line 18, by striking the word
inserting the followling: "physica:l

line 21, by striking the word
"physical

2, line 24, by striking the word
inserting the following: "PHYSICAL

trhe word

2, line 26, by striking
"ohysical

inserting the following:

2, %ine 32, by striking the word
inserting the following: “physical

word "healoh”
exercise".
word "health"
exercise".




HOUSE CLIP SHEET

H-5781
Page 2

1 "heaith" ana

2 exercise”.

3 22, Page

4 "health” and

5 exercise”.

6 23. Page

7 "thirty" and
8 24. Page

9 "health" anrd
13 exercise".
11 25. Page
12 "HEALTH" and
13 EXERCISE".
14 26. Page
15 "health" and
16 exercise".
i 27. Page
18 "health" and
19 exercise".
20 28. Page
21 "Health" and
22 exercise".
23 28. Page
24 "health” and
2% exercise".
26 30. Page
27 "health" and
28 exercise".
29 31. Page
30 "thirty" and
31 32. Page
32 the following:

cancellation
33, Page
"thirty" and
34. Page
"health" and
exercise".
35. Page
"health" and
exercise".

36. Page
"health" and
exercise".

37. Page
"health" and
exercise".

38. Page

and inserting the following:

MARCH 23, 1988

inserting the following: "physical
3, line X4, by striking the word
inserting the following: “physical

3, line 26, by striking the word
inserting the following:
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
4, line 22, by striking the word
inserting the following:

notice. If the physical exercise”.
4, line 25, by striking the word
inserting the following:
4, line 26, by striking the word
inserting the following: “physical

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

"forty-five",

"forty-five",
4, by striking line 23, and inserting
"physical exercise club of the buyer's

"forty-five",

A

i

Page 29

5, line 1, by striking the word "health"

“physical exercise".

39. Page 5, line 2, by striking the word "heaith”

_2_.




HQUSE CLIP SHEET MARCH 23, 1988
H-5781
Page 3
and inserting the following: “physical exercise".
40. pPage 5, lines 3 and 4, by striking the words
"or oral”.
41. Page S, by striking line 14, and inserting
the following:
“l. A physical exercise club contract is not
assignable by the physical exercise".
42. Page 5, line 22, by striking
“health” and inserting the following:
exercise".
43. Page
"health" and
exercise".
44. Page
"health" and
exercise”.
45. Page 5, line 33, by striking
"health" and inserting the following:
exercise”.
46. Page
“club” the following:
defined in section 552.1,
47. Page 6, line 2, by striking the
and inserting the foliowing: 'physical

the word
"physical

the word

5, line 26, by strixing
"physical

inserting the following:

the word
"physical

S, line 30, by striking
inserting the following:

the word
"physical

5, line 33, by inserting after the word
", which accepts prepayments as
subsection 5,".

word "heaith”
exercise”.

48.

and inserting the following:

49. Page
"health" and
exercise".

50. Page
"health" and
exercise".

51. Page
"health" and
exercise”,

52. Page
"health" and
exercise",

53. Page

and inserting the following:

54. Page

6, 1ine 10, by striking

inserting the following:

6, line 11, by striking

inserting the following:

6, line 12, by striking

inserting the following:

6, line 13, by striking

inserting the following:

6, line 15, by striking
||mayn .

6, line 20, by striking

uniform commercial code".

55. Page
"healtn" and
exercise".

56. Page
"heaith" and
exerclse".

57. Page
"heaith" and

6, line 23, by striking

inserting the following:

6, line 25, by striking

inserting the following:

6, line 34, by striking

inserting the following:

_.3_

Page 6, line 5, by striking the word "health™
"ohysical

exerclse”,
the word
"physical

the word
"physical

the word
"physical

tne word
"physical

the word "shail”

the words ", the

the word
"physical

the word
"physical

the word
"physical
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g-5781
Page 4
exercise".

58. Page 7, line 4, by striking the word “nealth”
and inserting the following: “physical exercise”.

59, Page 7, line 9, by striking the word "heaith”
and inserting the foilowing: “nhysical exercise".

60. Page 7, line 12, by striking the word
"health" and inserting the following: "physical
exercise”,

61. Page 7, line 16, by striking the word
“health" and inserting the following: “physical
exercise".

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

63. Page 7, line 20, by striking the word
"healtn" and inserting the following: ‘“physical
exercise"”.

64. Page 7, by striking lines 22 and 23.

65. Page 7, line 24, by striking the word
"health" and inserting the following: "physical
exercise".

66. Page 7, line 25, by striking the word
"health"” and inserting the following: ‘“physical
exerclise".

67. Page 7, line 26, by striking the word
"health” and inserting tne following: “physical
exercise",

638. Page 7, line 27, by striking the word
"nealth™ and inserting the following: “physical
exercise”,

69. Page 7, line 30, by striking the word
"health" and inserting the following: "physical
exerclse’.

7¢. Page 7, line 31, by striking the word
"health" and inserting the following: "physical
exercise".

71. Page 7, line 32, by striking the word
"health" and inserting the following: “physical
exercise".

72. Page 8, line 3, by striking the word “health”
and inserting the fcllowing: "physical exercise".

73, ©Page 8, line 10, by striking the word
"health" and inserting the following: ‘“physical
exercise".

74. Page 8, line 13, by striking the word
"health” and inserting the following: "physical
exercise”.

75. Page 8, line 15, by striking the word
“health” and inserting the following: "physical
exercise”.

_4._
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H-5781
Page S

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

S "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 following: “physical
12 exercise".

i3 80. Page 8, line 33, by striking the word

14 "health" and inserting the following: "physical
15 exercise".

16 8l1. Page 9, line 2, by striking the word "health”
17 and inserting the following: “physical exercise”.
18 82. Page 9, line 8, by striking the word "health"
19 and inserting the following: “physical exercise".
20 83. Page 9, line 9, by striking the word "health"
21 and inserting the following: “physical exercise".
22 84. Page 9, line 13, by striking the word

23 "health"” and inserting the following: "physical
24 exerclse".

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 following: ‘"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 "nealth" 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",

94,

Page 6

1l "health" and inserting the following:

2 exercise".

H-5781 FILED MARCH 22, 1988

Title page, line 1, by striking the word

"physical

By COMMITTEE ON SMALL BUSINESS
AND COMMERCE
SWARTZ of Marshall, Chairperson

HEPEAIR RS S




. SENATE 18
MARCH 21, 1988

HOUSE AMEXNDIMENT 10
SENATE FILE 464

i
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Amend Senate File 464, as amended. passed, and
reprinted by the Senate, &35 follows:

1. Page 1, line 7, by striking the wordé "healih”
and inserting the following: “physical exercise”.

2. Page i, line 8, by striking the word "health”
and inserting the following: 'physical exercise”.

3. Page 1, line 11, by striking the word "Health"
and inserting the following: "Physical exercise”.

4, Page 1, lines 11 and 12, by striking the words
"in business for a primary purpose of".

5. Page 1, line 17, by inserting after the word
"as" the following: '"'"health clubs",".

6. Page 1, line 23, by striking the wordé "Heaith"
and inserting the following: "Physical exercise”.

7. Page 1, line 31, by striking the word and
figure “"and 552.14," and inserting in lieu thereof the
following: "552.14, and 552.16".

8. Page 2, lire 4, by striking the word "Health"
and inserting the following: "Physical exercise”.

9. Page 2, line 5, by striking the word "health”
and inserting the follewing: “physical exercise'.

10. Pdge 2, line 6, by striking the word "healta”
and inserting the following: “physical exercise".

1i. 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
exercise”.

13. Page 2, line 18, by striking the word
"heaith"” and inserting the following: "phys:ical
exercise".

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

15. Page 2, line 24, by striking the word
"HEALTE" 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" ané 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

W0 00~ 0N UT e L N
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SENATE 14

MARCH 31,

S-5654

1988

Page 2

"health" ard
exercise".
22. Page
“"health” and
exercise".
23. Page
"thirty" and
24. Page
"health" and
exercise",
25. Page
"HEALTH" and
EXERCISE".
26. Page
"health” and
exercise",
27. Page
"health" and
exercise",.
28. Page
"Health" andg
exercise",
29. Page
"health" and
exercise".
30. Page
"health" and
exercise”,
2l. Page
"thirty" and
32. Page

the following:

cancellation
33. Page
"thirty" and
34. Page
“*health"” and
exercise".
35. Page
"healtn'" and
exercise”,
36. Page
"health" and
exercise",
37. Page
"health" and
exercise",
38. Page

and inserting the following:
line 2, by striking the

39. Page

inserting the following:

3,
inserting the following:

3,
inserting the following:

"physical

line 14, by striking the word

"physical

line 26, by striking the word

“forty-five".

3, line 29, by striking the word
"physical

inserting the following:

4, line 10, by striking the word

inserting the following:

4,
inserting the {ollowing:

"PHYSICAL

line 12, by striking the word

"physical

4, line 13, by striking the word

inserting the following:

4, line 15,
inserting the following:

4,
inserting the following:

4,
inserting the following:

"physical

by striking the word

"Physical

line 18, by striking the word

"physical

line 19, by striking the word

"physical

4, line 22, by striking the word

inserting the following:

"forty-five".

4, by striking line 23, and inserting

notice.
4, line 25, by striking
inserting the following:
4, line 26, by striking
inserting the following:

4, line 29, by striking
inserting the following:

4, line 30, by striking
inserting the following:

4, line 32, by striking
inserting the following:
5, line 1,

5,

"physical exercise club of the buver's
If the physical exercise".
the word

"forty-five".

the word

“physical

the word

"physical

the word

"physical

the word

"physical

by striking the weord "health"”
"physical

exercise".
word "health"




. SENATE 20
MARCH 31, 1C82Z

and inserting the f{olliowi
. 4G, I?age 5, ilines X ancé 4,
or oral"”.

41, Page 5, Ly striking lire 1
the foliowing: . . '

1. A physical exercise club contract 1s not
assignable by the physical exercise”.

42, Page 5, line 22, by striking the word
"heaith” and inserting the following: "physical
exercise".

43. Page 5, line 26, by striking the word
"neaith"™ and inserting the following: ‘“physical
exercise”.

44. Page 5, line 30, by striking the word
"health" and inserting the following: ‘"physical
exercise".

&5, ©Page 5, line 33, by striking the word
"health" and inserting the following: “physical
exercise”.

46. Pace 5, iine 33, by inserting after the word
"club" the following: ", which accepts prepayments as
defined in section 55Z.1, subsection 5,".

47. ©Page 6, iine 2, by striking the word "healtnh”
and insert'ing the fclliowing: ‘“physical exercise”.

48. Page 6, line 5, by striking the word “heaith™
and inserting the following: "physical exercise”.

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

50. Page 6, line 11, by striking the word
"heaith” and inserting the following: "physical
exercise”.

51. Page €&, lire 12, by striking tne word
"health" znd inserting the following: '"physical
exercise".

52. Page 6, line 13, by striking the worg
"nealch" and inserting the following: ‘“physical
exercise”,

53. Page 6, line 15, by striking the woré "shall®
and inserting the following: '"may".

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

5. Page 6, line 23, by striking the worg
"health" and inserting the following: "physical
exercise”.

S6. Page 6, line 25, by striking the wora
"healthr™ 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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SNATE £Z4
MARCH 31, 1988

5-5654 Page 4

exercise”.

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

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

63. Page 7, line 20, by striking the word
"health” and inserting the following: "physical
exercise”.

64. Page 7

65. Page 7
"health" and 1
exercise".

66. Page 7, line 25, by striking the word
"health" and inserting the following: “physical
exercise".

67. Page 7, line 26, by striking the word
"health® and inserting the following: "physical
exercise". :

68. Page 7, line 27, by striking the word
"health" and inserting the following: "physical
exercise”.,

69. Page 7, line 30, by striking the word
"health" and inserting the following: “physical
exercise”.

70. Page 7, line 31, by striking the word
"health" and inserting the following: ‘“physical
exercise".

7r. Page 7, line 32, by striking the word
"health" and inserting the following: “physical
exercise".

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

73. Page 8, line 10, by striking the word
"health" and inserting the following: "physical
exercise".

74. Page 8, line 13, by striking the word
“health" and inserting the following: "physical
exercise”.

75. Page 8, line 15, by striking the word
“health”" and inserting the following: "physical
exercise".

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




GENATE 24
MARCH 31, 1988

u
.

rage

76. Page 8, lin L, by striking the v
“healtn" and inserting the Zollowing:
exercise”.

77. Page 8, line 22, Dby ey iki
"health” anéd inserting the followin
exercisa’.

78. Page 8, line 24, by striking the word
"hezlth” and inserting the following: "physical
exerciss”,

72. Page 8, line 30, by striking the word
"health® and inserting the following: “physical
exercise".

80. Page 8, line 33, by e word
"health” and 1nserting the "ohysical
exercise".

81. pPage ¢, line 2, by striking the word "health”
and inserting the following: ‘“physical exercise”,

82. Page 9, line 8, by striking the word "health™
and inserting the following: "physical excrcise".

83. Page 9, line 2, by striking the word "healtn®
and inserting the followiag: "pnhysical exercise”.

84. Page §, line 13, by striking the wora
“nealth™ and inserting the following: “physical
exercise™/

85. Page 9, line 15, by striking the word
"health" and inserting the following: "physical
exercise”.

§6. Page 9, line 21, by striking the word
"heaith" aznd inserting the following: "physical
exercise”.

87. Page 9, line 25, by striking the word
"healtnh” and inserting the following: "physical
exercise”.

88. Page ire 32, by striking the wor G
"health" and in ting the following: "physical
exercise”.

89. Page 1l
“heaith” and 1
exercise®.

0. Page 19, line 30, by striking the figux
*1987" and inserting the following: "1988".

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

92. Page 10, lire 33, by striking the figure
“1087" and inserting the following: ™"1988".

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

4. Title page, line 1. by striking the word

‘U)
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9, line 25, by striking the wora
rnserting the following: *physical




SENATE 23
MARCH 31, 1948

5-5654 Page 6

1
2
3
q
5
6
7
8

5-5654
Filed March 30, 1888

"health” and inserting the following: “"physical
exercise".

95. Title page, lines 1 and 2, by striking the
words "and providing penalties” and inserting the
following: ", providing penalties and providing
effective dates".

96. By renumbering, relettering, or redesignating
and correcting internal references as necessary.

RECEIVED FRCM THE HOUSE
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A BILL FOR

An Act relating to the regulation of health clubs and providing
penalties.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 552.1 DEFINITIONS.
As used in this chapter, unless the context otherwise

requires;

1. "Contract price" means the total price paid or to be
paid, including service charges or membership fees, which
entitles the buyer either directly or indirectly to membership
in a health club or to the use of the services or facilities
of a health club.

2. "Finance charge" means "finance charge" as defined in
section 537.1301, subsection 19.

3. "Health club" means a perscon offering services or fa-
cilities, or both, for the preservation, maintenance,
encouragement, or develcpment of physical fitness or well-
being in return for the payment of a fee entitling the buyer
to the use of the services or facilities. The term includes
but 1s not limited to persaons offering services and facilities
known as "health spas", "sports and health clubs", "tennis
clubs", "racquetball courts", "golf clubs", "gymnasiums",
"figure'salons", "health studios", "weight control studics",
and persons operating establishments whose primary purpose is
the teaching of a particular form of self defense or martial
arts, such as judo, karate or kung fu. "Health club" dcoes not
include:

a. A person or establishment which does not charge a mem-
bership fee and from which a buyer may only purchase or become
obligated to purchase the use of services or facilities to be
rendered for a perlod of not more than thlrty days, and which
dces not collect more tnan thlrty days ‘in. advance for the ren-
dering of the services. L .

b. A nonprofit organization organized and operating as a
nonprofit organization before January 1, 1987.

c. An entity primarily engaged in physical rehabilitation
activities related to an individual's injury or disease.

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

e, A facility operated by the state or any of its

-1-
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political subdivisions.

4. "Health club contract" means an agreement by which a
buyer is entitled to membership in a heaith club or use cf the
services or facilities of a health 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 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 fester

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
servicés.

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

SERVICES -- RIGHT OF CANCELLATION.
A health club contract shall provide that the contract may

be canceled within three business days after the date of
receipt by the buyer of a copy of the signed contract.
Cancellation shall be by written notice delivered to the
seller at an address which shall be specified in the contract.
Cancellation is complete upon mailing of the notice of
cancellation. After receipt of the cancellation, the health
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 for the contract, if

any, less twenty dollars.




O W ® ~ o e W o

W oW W W wWwr NN R NN D N N P R e
[ I VI S I =2 Y+ T+ - B TR o L W ¥ ) BN - S P B O Sy o o R T O ' - B = LT V) S O PN R S

A health c¢lub contract shall in pléin terms disclose

whether the health club will allow the buyer to caacel the

contract in the event of the death or disability of the buyer.
Sec., 5. NEW SECTION. 552.5 CONTRACT -- STATEMENT OF

BUYER'S RIGHTS ~- FORM.

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

by the buyer. The contract constitutes the entire agreement
between the seller and the buyer and shall sc state. The
contract shall state in at least ten-point boldface type
"NOTICE TO BUYER: DO NOT SIGN THIS CONTRACT UNTIL YOU READ
IT. DO NOT SIGN THIS CONTRACT IF IT CONTAINS BLANK SPACES."
A ccpy of the health club contract shall be delivered to the
puyer at the time the contract 1s signed.

2. A health club contract shall designate the date on
which the buyer actually signs the contract and shall contain
a statement of the buyer's rights which complies with this
subsection. The statement shall agppear in the contract under
the conspicuous caption "BUYER'S RIGHT TO CANCEL",,and shall
read as follows:

(enter date of transaction)

You may cancel this transaction within three business days
from the above date.

If you cancel, any payments made by you under the contract,
less twenty dollars, and any negotiable instrument executed by
you will be returned within fifteen business days following
receipt by the seller of your cancellation notice, and any
security interest arising out of the transaction will be can-
celed. After you cancel, the health club may request the
return of all contracts, membership cards, and cther dccuments
or evidence of membership,

To cancel this transaction, send, or deliver a signed and
dated copy of this cancellation notice or any other written
notice by certified or registered mail to

{name of seller), at

(address of
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seller's place of business) not later than midnight cf
(date}.
I hereby cancel this transaction.

(Date)

{Buyer'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

of the rules of the health club, or an acknowledgement in a
conspicucus 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. NEW 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.

Sec. 8. NEW SECTION., 552.8 DURATION QF CONTRACT --
RENEWAL .,

A health club contract shall not have a duration longer

than twenty-four months, If a health club offers a contract
of more than twelve-months' duration, it shall also offer a
twelve-month contract. A health ¢lub contract shall not
contain an automatic renewal clause.

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

-4-
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PRICES, AND RIGHT OF CANCELLATION.

The health club shall orally inform {he buyver prior tc the
buyer's entering intoc a health clilub contract of all membership
plans, their respective prices, and the three-day cancellation
provision., In addition, the same information shall be posted
in a place where a reasonable buyer would notice it at the
time the buyer signs the health c¢lub contract.

Sec. 10. NEW SECTION. 552.10 STATEMENT RECARDING ASSIGN-
ABILITY QF BUYER'S OBLIGATION.

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

assigned, the contract shall state in boldface type on the
front page of the contract that the contract may be discounted
and sold to third parties to whom the buyer will become
obligated to make full payment.

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

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

club without written notice of the assignment mailed to the
buyer at the buyer's address as stated in the contract. The
notice shall identify the contract, state the name and address
of the assignee, the amount pavable by the buyer and the
number, amounts, and due dates of any payments, and shall
contain a conspicuous notice to the buyer of the provisicns of
subsection 2.

2. 1If the health club assigns the buyer's obligation, the
buyer has thirty days from the date of the mailing of the
notice of the assignment within which toc notify the assignee
in writing of any claims or defenses the buyer may have
against the health club. If written notification of the _
claims or defenses is not received by the assignee within the
thirty-day period, the assignee has the right to enforce the
contract free of any claims or defenses the buyer may have
against the health club.

Sec. 12. NEW SECTION. 55%2.12 LISTING OF EQUIPMENT AND
SERVICES.
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A health club which intends to commence the sale ¢f heal:h
club contracts shall, prior tc commencing sale, ccmpile a
written list showing:

1. The equipment, by kind and guantity, that will be made
available.

2. Each service which the health club intends tc have
available for use by buyers. The list shall be inciuded in
every health club contract. A health club shall not be
considered fully copen for business until all of the equipment
and services s50 listed are actually available for use by
buyers.

Sec. 13. NEW SECTION, 552,13 REMEDIES -- VIOLATIONS.

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

the buyer may cancel the health club contract. The buyer also
has a right of action against the health club for recovery of
triple the amount the buyer paid to the health club under the
contract. In addition to any judgment awarded to the buyer,
the court shall allow reasonable attorney's fees.

2. A violation of any ¢f the provisions of this chapter
shall be deemed an unlawful practice under section 714.16,
subsection 2, paragraph "a".

3. Unless displaced by the particular provisions of this
chapter, the uniform commercial code and the principles of law
and equity supplement the provisions of this chapter.

Sec. 14. NEW SECTION. 552.14 VIOLATION OF INJUNCTION --
CIVIL PENALTY.

A person who violates the terms of an injunction issued in

an action brought under this chapter or section 714.16 to
enforce one or more provisions of this chapter is liable to
the state for a civil penalty payable to and for the benefit
of the state of Iowa of not more than twenty-five thousand
dollars for a single violation and not more than fifty
thousand dollars for all violations of the injunction.

Sec. 15. NEW SECTION. 552.15 P2PROHIBITED ACTIVITIES.

1. It is unlawful for a health club to make any

-6-
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miscepresentation to current members, prcspective buvers, or
buyers of health club contracts regarding:

a. Qualifications of staff.

b. Availability, gquality, or extent of facilities or ser-
vices.

¢. Results obtained through exercise, dieting, or weight
control programs.

d. Membership rights.

e. The period that a speclal offer or discount will be
available.

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

a. File or update the registration statement regquired by
section 552.16.

b. Establish the escrow account required by section
552.17.

3. It is unlawful for a health club to advertise, state,
or represent that it is approved by the state or that it has
complied with this chapter.

Sec. 16. NEW SECTION. 552.16 REGISTRATION.

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

health club within this state shall file a registration state-
ment with the attorney general's consumer prctection divisicn.
The registration shall be filed at least thirty days before
the use of any services or facilities is offered for sale by
the health club. The registration statement shall be updated
annually, on or before the anniversary date of the initial
registration, and shall include the following:

a. The name and address of the health club.

b. The names and addresses of the officers, directors, and
stockholders of the health club and its parent corporation, if
one exists.

¢. The type of available facilities.

d. The approximate size of the health club measured in
square feet. {

e¢. The type of membership plans offered and to be offered,
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and their cost,

£. 7Two copies of each type of health club contract which
the health c¢club is currently using or intends to use.

2. A health club registering pursuant to this chapter
shall maintain in the files of the health club a copy of its
registration statement filed pursuant to this secticon. This
registration statement shall be made available for inspection
by current health club members or prospective buyers of health
club services. .

3. A health club that files an initial registraticn or
update shall pay a fee in an amount determined by the attorney
general to be sufficient to cover the cost of registration and
administration of this chapter. The fees shall be deposited
in the general fund of the state.

Sec. 17. NEW SECTION. 6552.17 ESCROW.

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

prepayments shall deposit all of the funds received as pre-
payments in an escrow account established with a financial
institution located in this state whose accounts are insured
by the federal deposit insurance corporation or the federal
savings and lcan insurance corporation, which shall hold the
funds as escrow agent for the benefit of the buyers that
prepay. The health club shall deposit all prepayments re-
ceived at least biweekly and shall make the first deposit not
later than the fourteenth day after the day on which the
health club accepts the first prepayment., Not later than the
fourteenth day after the day on which the first prepayment is
received, the health c¢lub shall submit to the attorney
general's consumer protection division a notarized statement
that identifies the financial institution in which the pre-
payments are held in escrow and 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 health
club fully opens for business.

2. 1If the health club does not fully open for business

-8-
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pefcre the one hundred eighty-first day aifter the dace it
enters into the first nealth club contract or if the club does
not remain fully open for thirty days, the buyers whcse
payments are held in escrow under this section shall receive a
full refund, including the buyer's pro rata share of any
interest earned thereon, from the escrow agent. Refunds
pursuant to this section shall be made not later than the two
hundred forty-first day after the date the first health club
contract was signed. If the escrow agent fails to make a full
refund as provided for in this secticn, the attorney general
shall hold a hearing and determine whether the health club has
fully opened and has remained open for thirty days, and if
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 health club at its place of
business as shown on 1its registration statement and to all
buyers whd have funds in the escroﬁ account. All hearings
held under this section shall be held in accordance with
chapter 17A. '

3. For the purposes of this section, the date cn which a
health club fully opens for business 1s the date crn which all
of the equipment and services of the health club that were ad-
vertised before the opening or promised to be made availablie,
whether or not contained in the contract, are actually
available for use by buyers.

4. The buyer retains ownership of all moneys and interest
held in escrow under this sectiocn.

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

A health club contract where a finance charge is made or

where payment is required or permitted by agreement to be made
in more than four periodic payments, excluding a down payment,
is a consumer credit sale within the meaning of section
537.1301, subsection 12, and is subject to chapter 537, 1If
any periodic payment, other than the down payment under an
agreement requiring or permitting two or more pericdic

-G=-
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payments, 1is more tnan twice the amount of any other pericdic
payment other than the down payment, a transaction is "payable
in installments”" within the meaning cf section 537.1301,
subsection 30.

The provisions of this chapter providing rights and protec~
tions to buyers are in addition to the provisions of chapter
537.

Sec., 19. NEW SECTION., 552.20 WAIVER OF PROVISIONS.

A waiver by the buyer of any ¢of the provisions of this
chapter is void as contrary to public policy.

Sec, 20. NEW SECTION. 552.21 IMMUNITY.

Notwitnstanding chapter 25A, there is no liability 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 tules adopted
pursuant to this chapter. .

‘Sec, 21. NEW SECTION. 552.22 RULES.

The attorney general may adept rules in accordance with

chapter 17A to carry out the provisions of this chapter.
Sec, 22. NEW SECTION. 552.23 CONSTRUCTION OF CHAPTER.
This chapter does not limit the power cr authority of the

attorney general to seek administrative, legal, or equitable
relief as provided by other statutes or at common law,

Sec. 23. NEW SECTION. 552.24 APPLICABILITY.

This chapter applies to all health club contracts entered

into in this state on or after July 1, 1987, concerning health
club facilities located, or services to be provided, in this

state,
Sec. 24. This Act takes effect July 1, 1987, but a person
operating a health club on the effective date of this Act has

sixty days in which to file a registration statement as
required by section 16 of this Act.
EXPLANATION
This bill creates a new chapter, tentatively numbered 552,

-10_
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regulating health clubs. It imposes certain reguirements on

health club contracts, including several disc¢losure provisions
and a three-day ccoling-off period during which the buyer can
cancel the contract. A contract that does not comply with the
new chapter is unenforceable.

Buyers may bring private actions for triple damages against
health clubs viclating provisions of the new chapter. A
viclation of the chapter is an unlawful practice under the
consumer fraud law. Civil penalties of $25,000 to $50,000 may
be imposed for violating an injunction under that law or under
the new chapter. Criminal penalties are also specified for
certain prohibited activities.

Health clubs must register with the attorney general's
office, update that registration annually and pay a
registration fee. A health club which is not vet fully open
for business must deposit prepayments in an escrow account.

The new provisions apply to all health club contracts
entered into on or after July 1, 1987,

LSB 1392D 72
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SENATE FILE 464

AN ACT
RELATING TO THE REGULATION OF PHYSICAL EXERCISE CLUBS, PROVID-
INC PENALTIES AND PROVIDING EFFECTIVE DATES.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. MNEW SECTION. 552.1 DEFINITIONS.

As used in this chapter, unleas the context otherwise
requires:

1. "Contract price” means the total price paid or to be
paid, including secvice charges or membership fees, «hich
entitles the buyer either directly or indirectly to membership
in a poysical exercise club or to the uyse of the gservices or
facilities of a physical exercise club,

2. "Pinance charge" means “Einance charge” as deflined in
section 537.1301, subsection 19.
3. "Physical exercise club" means a person offering

services or facilities, or both, for the preservation,
naintenance, encoutagement, or development of physical fitness
or well-being in retucrn for the payment of a €ee entitling the
buyer to the use of the services or facilitles. The term
includes but is not limited to persons offering services and
facilities known as "health ¢lubs®, "health spas”, “sports and
health clubs”, "temnis c¢lubs", "racquetball courts", "golf
clubs", "gymnasiums", "figure salons", "health studios”,
“weigkt control studios”, and persons operating establishments
whose primacy purpose is the teaching of a particutar Form of
self-defense or mattial arts, such as judo, karate or kung fu.
"Physi1cal exercise <lub" dees not include:

a. A person or c¢stablishment which does pot charge a mem-
bershin Zee and fcom which a buyer may only purchase or becore
obligated to puyrchase the use of services or facilities to be
render2d for a2 pericd of not more than tnicty days, and whioo

é
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does not collect more than thicty days ln advance €or the ren-
dering of the secrvices.

b. Except for purposes of sections 5952.4, 5%2.7, $%52.13,
552.14, and §52.16 a nonprofll organization organized and
operating as a nonprofit organization.

¢. An entity primarily engaged in physical rehabilitation
activities related to an individual's injury or disease.

d. A private club owned and operated by its membecs.

e. Except for purposes of sections 552.4, 592.7, 552.13,
and 552.14, a facility opecated by the state or any of its
political subdivisions.

4. "Physlcal exercise club contract” means an agreement by
which a buyer ig entitled to membecship in a physical execcise
club or use of the services or facilities of a physical
exercise club,

S. "Prepayment" means any pacrtial or full payment for ser-
vices or the use of Ffacilities made before the services are
actually made available by the physical exercise club or the
facility is Fully opened for business as described in section
552,15, subsection 3.

Sec. 2. MHEW SECTIQN, 552.2 PURPOSE.

The purpose of this chapter is to safeguard the public
against fraud, deceit, and financlal hatrdshlp and to foster
and encourage competition, faic dealing, and prosperity in the
field of physical exercise club operations and services by
proehibiting or restricting practices by which the public has
been injured in connection with contracts for and the
macketing of physical exercise club services.

Sec. 3. MEW SECTION. 552.3 UMNENFORCEABLE CONTRACTS.

A physical exercise club contract or assignment of a
contract that does not comply with this chapter is
unenforceable as contrary to public poliey.

Sec. 4. MNEW SECTION. 5352.4 CONTRACTS FOR PHYSICAL
LXERCISE CLUB SERVICES -- RIGHT OF CANCECLLATION.

A physical exercise c¢lub contgact shall provide that the

coatrace may be canceled within three bhusiness days aftec the

9P 4S

date 2t receipt by the buyer of a copy of the signed contracce.
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Cancellation shall be by welitten notice deliveced to the
seller at an address which shall be specified inm the contract.
cancellation is complete upon mailing of the notice of
cancellation. hfter ceceipt of the cancellation, the physical
exercise club may cequest the ceturn of contract forms,
membecship cards, and all other documents and avidence of
membecship previously delivered to the buyer. The buyer is
eatitled to a tefund of the entirve consideration paid for the
contract, it any, less twenty dollars.

A pnysical exercise club contract shall in plain tecms
disclose whether the physical exercise club will allow the
buyer to cancel the contrack in the event of the death or
disability of the buyer,

Sec. 5. HNEW SECTION. 5§2.% CONTRACT -- STATEMENT QF
BUYER'S RIGHTS -- FORM.

1. A physical exercise club contract shall be in weiting
and signed by the buyer. The contract shall state in at least
ten-point bold€ace type "NOTICE TO BUYER: DO HOT SIGN THIS
CONTRACT UNTIL YOU READ IT. DO NOT SIGH THIS CONTRACT IF IT
CONTAINS BLANK SPACES.” A copy of the physical exercise club
contract shall be delivered to the buyer at the time the
contract i3 signed.

2. A physical exercise club contract gshall deslgnate the
date on which the buyer actually signs the contcact and shall
contain a statement of the buyer's rights which complies with
this subsection. The statement shall appear in the contract
under the conspicuous caption “BUYER'S RIGHT TO CANCEL", and
shall read as tollows:

(anter date of transaction)

You may cancel this transaction within three business days
from the above date,

1£ vou cancel, any tayments made by you under the contract,
1085 twen-y dollars, ar any negotiable iostrument executed oy
you wi.il 2e returned w.tnaln forry-Eive days following receipt
by tne seiler of your Tancellation notice, and any security
Laterest srising cut ¢ the transaction will De canceled.

Senate File 464, p. 4

After you cancel, the physical exerzcise club may request the
return of all contracts, membership cards, and other documentsa
or evidence of membership.

To cancel this tramsaction, send, or deliver a signed and
dated copy of this cancellation notice or amy other written
notice by certiftied or registeced mail teo

{name of seller), at __ _____ laddress of

seller's place of business) not later than midnight of _
{date}.
I heceby cancel this transaction.

{Date}

(Buyer's signature)

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

Sec. 6. HEW SECTION. 5$52.6 DELIVERY OF PHYSICAL EXERCISE
CLUB RULES.

A physical exercise club contract shall include a complete
statement of the rules of the physical exercise club, ocr an
acknowledgement in a conapicuous form that the buyer has
received a copy of the rules. Physical exercise club cules
shall include, bur are not limited to, the hours of operation.

Sec. 7. MNEW SECTION. 5$52.7 BUYER'S CANCELLATION.

It a buyer cancels a physical exerclise club coatract
pursuant to the three-day cancellacion provision, the physical
exarcise club shall send the buyec a written confirmation of
cancellation, together with the buyer’s refund and any
negotiable instruments executed by the buyer, within forty-
€ive days after receipt by the physical exercise club of the
buyec's cancellation notice. I€ the physical exercise club
fails vo send the written conficmation to the buyer within
focty-five days after receiving a -imely cancellation, the
physical exercise club 1s deemed to have accepted the
vancellation.

Sec. 8. HEW SECTION. 532.8 LUPATION OF CONTRACT --
RENEWAL .
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A physical exercise club contract shall not have a duration
longer than thirty-six montha. If a physical exercise club
offers a contract of more than twelve-months’ duracion, it
shall also offer a twelve-month contract. A physical execrcise
€lub contract shall not contain an automatic renewal clause.

Sec. 9. WIW SECTION. §52.9 NOTICE OF MEKBEHSHIP PLANS,
PRICES, AND RICHT OF CANCELLATION. '

The physical exercise club shall orally inform the buyer
pPrior to the buyec's entering into a physical execrcise club
contract of the three-day cancellation provision and provide
the buyer with a written list of all membership plans and
thelr respective prices,

Sec. 10. HEW SECTION. 552.10 STATEMENT REGARDING ASSIGH-~
ABILITY OF BUYER'S OBLIGATION.

If the buyer's obligation is in a Form that may be
assigned, the contract shall state in boldface type on the
front page of the contcact that the contract may be discounted
and sold to thied parties to whom the buyer will become
obligated to make full payment.

Sec. Ll. NEW SECTION. $52.11 BUYER'S RIGHTS UPON
ASSIGNMENT.

1. A physical exercise club contract is not assignable by
the physical exercise club without written notice of the
assignment mailed to the buyer at the buyer's address as
stated im the contract. The notice shall identify the
contract, state the name and addcess of the assignee, the
amount payable by the buyer and the number, arounts, and due
dates of any payments, and shall contain a conspicuous notice
to the buyer of the pravisions of subsection 2.

2. If the physical axercise club assigns the buyer's
obligation, the buyer nas thirty days from the date of the
mailing of the notice f the assignment within which to notify
the assiqnee in writing of any claims or defenses the buyer
may have against the prysical exercise club., If written
notif:cation Of the ¢.aims or defenses is net received by the
assignee within the ti.rey-day pericd, the A55EINLQ N4S the
T1ght oz eafarce the 2iitract €ree of any claims s¢ defenses

“he buver ~ay have agz. st the phys:cal exercice olop.

o
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Sec. 12. MEW SECTIQON. 552.12 LISTING OF EQUIPMENT AHND
SERVICES.

A physical execcise club, which accepts prepayments as
defined in section $%2.1, subsection 5, shall compile a
written list which shall be available to a buyer upon request
showing:

1. The equipment by kind and quantity that is or will be
made available,

2. Bach service which the physical execcise 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 until all of the equipment
and services 50 listed are actually available for use by the
buyers.

Sec. 13. HEW SECTION. 552.13 REMEDIES -- VIOLATIONS.

1. IF a physical exercise club violates 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 recavery of the amouat the buyec
paid to the physical exercise club under the contract. In
addition to any judgment awarded to the buyer, the court may
dllow reasonable attorney's fees.

2. A violation of any of the provisions of this chaptecr
shall be deemed an unlawful practice under section 714,16,
subsection 2, paragraph "a“.

3. Unless displaced by the particular provisions of this
chapter and the principles of law and equity supplement the
provisions of this chapter,

Sec. l4. HEW SECTION. 352.13 PROWIBITED ACTIVITIES.

1. It is unlawful for a physical exercise club to make any
misrepresentation Lo current members, prospective bhuyers, or
buyers of physical exercise ¢lub contracts tegacding:

a. Qualificartions of staft

b. Availabiitty, qualtty, or extent of fAcilitics or ser-
vices.
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c. Results obrained through exercise, dleting, or weight
conttol programs,

d. Membership rights.

@. The period that a special offer or discount will be
available.

2. It is unlawful for a physical exercise club to fail or
cefuse to:

a. Pile or update the registration statement required by
section 552.15.

b. Establish the escrow account required by section
552.16.

3, It is wnlawful for a physical exercise club to
advertise, state, or represent that it is approved by the
state oc that it has complied with this chapter.

Sec. 15. NEW SECTION. 552.15 REGISTRATION.

l. A person operating or intending to open or operate a
physical execcise club within this state shall file a
registration statement with the attorney general’'s consumer
protection division. The reglstration shall be filed at least
thicty days befoce the use of any secvices or facilitles is
oftered for sale by the physical exercise club. The
registcation statement shall be updated annually., on or before
rhe anniversacy date of the initlal cegistration, and shall
include the followlng:

a. The name and address of the physical exercise club.

b. The names and addresses of the officers and directors
of the physical exerclise club and its parent corporation, if
one exiskta,

¢c. The type of available facilities.

d. The approximate size of the physical exercise club
measured in square feet.

e. Two coples of each type of physical exercise club
contract which the physical exesccise club is currently using
2r intends to use.

2. A physical e<ercise clun registering pursuant to th:s
<napter shall maintasn 1n the files of the physical execrcise
Siub a copy S0 Lts registrat:ica statement {iled pursuant D
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this section. This registration statecent shall be made
avallable upon request for inspection by current physical
exercise club members or prospective buyers of physical
execcise club secvices.

1. A physical exercise club that files an initial
registration or update shall pay a fee in an amount detecmined
by the attorney general to be sufficient to cover the cost of
registeation and administration of this chaptecr. The Eeces
shall be deposited Lo the gencral Eund of the state,

Sec. 16. NEW SECTION. 5%2.16 ESCROW.

1. A physical exercise club or its assignee or agent that
accepts prepayments shall deposit all of the funds received as
prepayments in an escrow account established with a €inancial
institution located in this state whose accounts are insured
by the federal deposit insucance corporation, the national
credit union administcation, or the federal savings and loan
insurance corporation, which shall hold the funds as escrow
aqgent for the benefit of the buyers that prepay. The physical
exercise club shall deposit all prepaymeats 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. Mot later than the
fourteenth day after the day on which the first prepayment 18
received, the physical exercise club shall submit to the
attorney gemeral's consumer protection division a notarized
statement that identifles the fimancial imstitutios in which
the prepayments are held in esccow and the name and account
number in which the account is held. The prepayments shall be
held in esctow until the thirtieth day after the date that the
physical exercise club fully opens for business.

2. 1€ the physical exercise club does not fully open for
business before the two hundced eleventh day after the date it
enters into the first physical execcise club contract or if
the club does not remain tully open for zhitty days, the
buyers whose payments are held in escrow under this Section
shall receive a tull refund, 1ncluding zne buyer's pro rava

share of any 1nterest earned thereon, frcn the escrow agent.
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Refunds pursuant to this sectlion shall be made not later than
the two hundred forty-first day after the date the Ffirst
physical exercise club contract was signed, If the escrow
agent fails to make a Full refund as provided for in this
secthlon, the attotney general shall hold a hearing and
determine whether the physical exercise club has fully cpened
and has cemained open €or thirty days, and if not, determine
those pecrsons who, as buyecs, are entitled to a refund and, if
appropriate, distcibute the escrow proceeds. MNotice shall be
provided to the physical exercise club at its place of
business as shown on its registration statement and to all
buyers who have funds in the escrow account. All hearings
held under this section shall be held in accordance with
chapter 174.

J. For the purposes of this section, the date on which a
physical execcise club €ully opens £or business is the date on
which all of the equipment and services of the physical
axercise club that were advertised before the opening or
promised to be made available, whether ot not contained in the
contract, are actvally available for use by buyers. The
attorney general may upon applicaticn certify that a physical
exercise club is fully open for business if substantially all
of the promised equiprent and services are available for use,
and the physical exercise club has made a diligenr effort to
pecovide the remaining equipment and services.

4. The buyer retains ownership of all moneys and interest
held in escrow under this section.

S. In lieu of establishing the escrow account described in
subgections 1 through 4, a physical exercise club may post a
one hundred Fifty thousand dollar bond with the office of the
attorney general, in a form deemed acceptable by the attorney
general to protect the interest of buyers. Hotice of the
existence of the bond must he disclosed to the buyer in the
ohysical exercise club contract. FEither the attorney genecral
20 & bhuyer snall be entitied to coilect on the 2ond 1n the
same macnee and on the sare Lerms as provided £or an ascrow

AcCCount 1n suansections . tnrouwch 4. The aggredqate 'awmilaty
g jgreq b

°
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of the surety for all damages shall not exceed the amount of
the bond.

Sec. 17. HEW SECTION. 552.17 CONSUMER CREDIT SALES.

A physical exercise club contract where a Einance chatrge is
made or where payment is required oc petmitted by agreement to
he made in more than four periodic payments, excluding a down
payment, is a consumer ccedit sale within the meaning of
section 537.1301, subsection L2, and is subject to chapter
537, If any periodic payment, other than the down payment
under an agreement reguiring or permitting two or more
periodic payments, is more than twice the amount of any othec
periodic payment other than the down payment, a transaction is
"payable in installments” within the meaning of section
537.1301, subsection 30.

The provisions of this chapter providing rights and protec-
tions to buyers are in addition to the provisions of chapter
§37.

Sec. 18, NEW SECTION. 55%2.18 WAIVER OF PROVISIONS.

A waiver by the buyer of any of the provisions of this
chapter is void as contrary te public policy.

Sec. 19. NEW SECTION. 552.19 IMMUNITY,

Hotwithstanding chapter 2SA, there is no liability on
behalf of the state of [owa, the attorney general, or the
employees of the attorney general, for damages for failure to
execute, oc for negligently executing, the duties or authority
conferred upon them by this chapter, oc the rules adopted
pursuant to thia chapter.

Sec. 20. NEW SECTION. 552.20 RULES.

The attorney general may adopt rules in accordance with
chapter 17A ko carcy out the provisions of this chapter.

Sec. 2L. NEW SECTION. 552.21 CONSTRUCTION OF CHAPTER.

This chapter does not limit the power or authority of the
attarney general to seeXx administrative, legal, ot equitable
relief as provided by other statutes or at common law.

Sec. ?2. NEW SECTION., §52,22 APPLICABILITY.

This chaptec applies Lo all physical exercise club

Yoy 4S

contracts entered intw in Lhis Stare 25 oc after July !, 1988,
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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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