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CHAPTER~~a:5C/ :I./t,pY...7

APPROVED J 

" 

SENATE COMMITTEE SUBSTITUTE FOR 

SENATE Nos. 1308, 913 and 
ASSEMBLY No. 1163 

STATE OF NEW JERSEY 
.,. 

.,; 
ADOPTED MAY 21,1987 

Sponsored by Senators CODEY and LASKIN 
and Assemblyman ROCCO -.

AN ACYr regulating the sellers of health cluli services iU:Jd.~sqppl~ .' . 
menting P. L.1960, c. 39 (O.56:8-1.8t~.)~--_·jtt~- . 

'1 BB IT BNAarBD by the Senate atI4·G_ral.A88~·;·· 
: ~ '. ~. '.:: " .~,~. ,;-'. ".);':/; 

2 of New Jersey:- , ·"'i - . 

1 1. As used in this act:,~ 

2 a. "Director" means the Director of, theDlVi8ionof~ 

3 Affairs in the Department of Law and Publicsar~ty.,'( 

4 b. "Health club" means an establishment whichdevotes-orwill 

5 devote 40% or more of its square footage to provi~~~ '. 
6 or facilities for the preservation, maintenance;'" en _.... ". "".': . '~" '. 

7 development of physical fitness orphysiealwe!i.:.: ."?-.~--< .:-' 
. _ .: _ ~,<".,.j.';:_~},~:---.~;::-l:'":~f:. 

8 includes an establishment designate,das"reduem,l .. 
9 spa," "spa," "exercise gym," "healf;h·stOdio,*,.,·:':;"~}·H 

10 other terms of similar import. 
• . . . .-f 

11 c. "Health club services" meansthosese~6-·;O. . 
. . ';-;-.J.",~~ - ".'" 

12 health club for the preservation, maintenanee,en~t:·· 

13 development of physical fitness or physical well-being. . 

14 d. "Health club services contract" means an agreement WIder 
15 which the buyer of health club services purchases or becomes 

16 obligated to purchase"health club services." 

17 e. "Operating day" means any calendar day on which patro~ 

18 may inspect and use the health club's facilities and se~:ci~ 

19 a period of at least eight hours, except holidays .andSundays.. 
:..... 1 
~ .. ' - . 

:. -. 
. i'~'''' 

.-
.; 
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1 2. Each person who sells or offers for sale health club services 

2 in this State shall register with the director on fonns the director 

3 provides. The registration shall be renewed every two years. Upon 

4 the sale of the health club facility or a change in the majority 

5 ownership of the stock of the corporate owner, the health club 

6 facility shall reregister with the director and shall pay the regis

7 tration fee. The person shall provide the full name and address 

8 of each business location where health club services are sold in the 

9 State as well as any other information regarding the ownership 

10 and operation of each health club that the director deems appro


11 priate. The registration and renewal fees shall be established or
 

12 changed by the director and shall be -fixed at a'level to allow for
 

13 the proper administration and enforcement of this act, .but shall
 

14 not be fixed at a level that will raise amounts in exeeB8 of the
 

15 amount estimated to be so required. !
 

1 3. a. A person who sells or offers for sale health club services 

2 shall, for each health club facility operated in the~tate, ~tain' 

3 a bond issued by a surety authorized to;,trailsact)~jll~J~ .~", , 
. ';'·"·':U,··;,"· ,','-' 

4 State or maintain an irrevocable letter of ~~:.Ity~:"~()r,' 

5 maintain with the director securities, moneys ;Q1t:i;Pther~~t,.,. 
6 acceptable to the director to fulfill the,requireIil~;Of~"thisirab

7 section. The principal sum of the bond, letter of credil;Qr;'ieeUr'

,8 ities, moneys or other security shall be 10% of the·bealth club's
 

9 gross income for health club s~rvices during the club's ,lasVtiseal 

10 year, except that the principal sum of the'bond, letter of eredi:~' 

11 or securities, moneys or other security shall not be less:r~ 

12 $25,000.00, nor more than $50,000.00. ! However, the p:riJiei,Pa1isu:P1 " 

13 of the bond, letter of credit, or securities, moneysor,~j;het'~1;y, 
14 shall be $50,000.00 for any period of time'th&t 'a pe1'8On';~llso~ 
15 offers for sale health club services prior to ,the 'openiIJ.g,;'otti~' 
16 health club facility. After the health club facility opens, ':theibond, 

17 letter of credit, or securities, moneys or other security shall be 

18 adjusted to the appropriate sum. The bond, letter of credit, or 

19 securities, moneys or other security shall be filed or deposited with 

20 the director and shall 1>e excuted to the State of New Jersey 

21 for the use of any person who, after entering into a health club 

22 services contract, is damaged or suffers any loss by reason of 

23 breach of contract or bankruptcy by the seller. Any penon c1aim~ 

24 ing against the bond, letter of credit, or securities, moneys, or other 

25 security may maintain an action at law against the health club 

26 and the surety, bank or director, as the case may be. The aggregate 

27 liability of the surety, bank, or the director to all persons for all 

28 breaches of the conditions of the bond, letter of credit, or the 
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29 securities, moneys or other security held by the director shall not 
30 exceed the amount of the bond, letter of credit, or the securities, 

31 moneys or other security held by the director. 

32 In the case of a bond, the health club shall file a copy of the 

33 bond with the director and a certificate by the surety that the 

34 surety will notify the director at least 10 days in advance of the 

35 date of any cancellation or material change in the bond. 

36 b. The provisions of subsection a. of this section shall not be 
37 applicable to a person who sells or offers for sale health club 

38 services in which the buyer of the health club services purehase$ 

39 or becomes obligated to purchase health club services to be rendered 

40 over a period no longer than three months and in which the .seller 

41 of the health club services requires or coll~ts no more,~ ~e 

42 months' payment in ~dvance. The person who sells PJ; ~ffera for 

43 sale health club services under contracts provided for intbis 

44 subsection shall file with the director, within 30 daYlJfollowing 
.. ,'., .,..... '..,."-¢<' 

45 the effective date of this act and no later than Jantuirj' 15 o~~~e'iy 

46 even-numbered year, a declaration, ex~ted liDder,·~futiW:>of·~f:,' 
47 jury, stating he sells or offers for sale'oDJ..,.' hei1th'(;~t·~~ 
48 under contracts which' comply' with ;th1S'sUbB~Olti/:J$Y~ . 
49 who has filed a declaration pursuant to this~.ril~~ii a.hdwh~ 
50 intends to sell or offer for sale health club serVice'S trirae;pJotl~ 

, " !-., -f t~ ".·:.t "..., :"."':' 
51 with longer temlS or greater payments in advance than those pro:. 

52 vided in this subsection shall comply with subseetioIl'~~:;:<>ttbj~ 
p.

53 section. . 
. II); 

1 4. a. Every contract for health club services shall be in'writiJii: 
- , . ·,,·~.',:;·~~T~,~<·::(·:t 

2 A copy of the written contract shall be given to 'the'i>p)~'at tbi 
3 time the buyer signs thecontract' i"; .'~h:i~iYi,ll\':H':-

4 b. A health club services contract shall speei1i~y1~l~§b~. 
.: . ~ _ ,,-,,".~' '}~~'"'~<:~::--',,;i~'>:#~ ... 

5 a conspicuous manner on the first page of the" contract t1ie}bttyer" 
- " ,:. i - "..,...... 

6 total payment obligation for hea~th club services to be' ~ivea 

7 pursuant to the contract. 

8 c. A health club services contract of a health club f8cility which 

9 maintains a bond, irrevocable letter of credit or securities, moneYlJ 

10 or other security pursuant to subsection a. of section 3 of this act 

11 shall set forth that a bond, irrevocable letter of credit or securities, 

12 moneys or other security is filed or deposited with the Director of 

13 the Division of Consumer Affairs to protect buyers of these eon,;. 

14 tracts who are damaged or suffer any loss by reason of breahh 'of 
15 contract or bankruptcy by the seller. 

16 d. Services to be rendered to the buyer under the contract shall 

17 not obligate the buyer for more than three years from the date the 
18 contract is signed by the buyer. 
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19 e. Aco~~tract for new or increased health club services may be 

20 cancelled by the buyer for any reason at any time before midnight 

21 of the third operating day after the buyer receives a copy of the 

22 contract. In order to cancel a contract the buyer shall notify the 

23 health club of cancellation in writing, by registered or certified 

24 mail, return receipt requested, or personal delivery, to the address 

25 specmed in the contract. All moneys paid pursuant to the cancelled 

26 contract shall be fully refunded within 30 days of receipt of the 

27 notice of cancellation. If the customer has executed any credit or 

28 loan agreement through the health club to pay all or part of health 

29 club services, the negotiable instrument executed by the buyer 

30 shall also be returned within 30 days. The eon"iract shall contain 

31 a conspicuous notice printed in at least 10-point bold-faced type 

32 as follows: 

"NOTICE TO CUSTOMER 
, OJ' 

33 You are entitled to a copy of this contract at the ijme you sj,gnit. 

34 You may cancel this contract at any time befor~, ~~~t~f 
lo. -, -.-;" ••_ •••• :_ 

35 the third operating day after receiving a copyof~~~~ 
'-', ....." ... ". - .' . 

36 If you choose to cancel this contract, you must eith~r:. " 

37 L Send a signed alld dated written notice of; ean~9n 'by 
38 registered or certified mail, return receipt requested; or 

39 2. Personally deliver a signed and dated written !lotice of ean

40 cellation to:
 
41 .......... , , " , (Name of health,~lub)
 

.' :" . 

42 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. (Address Qf health elub)

". .-.'.". ";,: . 

43 If you cancel this contract within the three-day peri<KI,SQU&re 

44 entitled to a full refund of your money. If the.~;:?#i~ 
45 day falls on a Sunday or holiday, notice is tim~ly, ~v~nJ1(it'iill ' 
46 mailed or delivered as specified in this noti~ on thel,l:~..p~~~ ',. 
47 day. Refunds must be made within 30 days of receipt ofJ~? ~

48 cellation notice to the health club. 

49 'Operating day' means any calendar day on which patrons may 

50 inspect and use the health club's facilities and services during a 

51 period of at least eight hours, except holidays and Sun~ys." 

52 f. A health club serVices contract shall provide that it is subject 

53 to cancellation by notice sent by registered or certified mail, return 

54 receipt requested, or personally delivered, to the address,;?f tl1~ 

55 health club specified in the contract upon the buyer's d:~th 9r 

56 permanent disability, if the permanent disability is fUPy 4e~ribed 

57 and confirmed to the health club by a physician. In a ean~llati9.¥ 

58 under this subsection, the health club may retain the podion of . ; .,. ~ :. 

59 the total contract price representing the services ~ed pl~ r:e

, " 
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imbursement for expenses incurred in an amount not to exceed 

10% of the total contract price. 

g. A health club services contract shall provide that it is subject 

to cancellation by notice sent by registered or certified mail, return 

receipt requested, or personally delivered, to the address of the 

health club specified in the contract upon the buyer's change of 

permanent residence to a location more than 25 miles from the 

health club or an affiliated health club offering the same or similar 

services and facilities at no additional expense to the buyer. In a 

cancellation under this subsection, the health club may require 

proof of the new permanent residence and may retain a prorated 

share of the total contract price based upon the date the notice 

was received plus reimbursement for expenses incurred in, an 

amount not to exceed 10% of the total contract price. 

h. A health club services contract shall provide that if a.health 

club facility is closed for a period longer than 30 dais 
" 

through 

no fault of the buyer of the health club services Contraot;'thJ'~r 
. ~ . r:·· \ :' ·.... ~_··v¥:,l· ,,," .:,",.,~,,\ :.... 

is entitled to either extend the contract for a period 'equal'tcftluit 
during which the facility is closed or to receive a pro~ refund 

of the amount paid by the buyer under the contract 

i. A health club services contract shall not obligaf.e .~e ~r 

to renew the contract. 

j. If a health club facility is not in existence on the date the 

contract is executed, the health club services contract shall provide 

that a buyer of a contract may cancel the contract if the facility 

is not open for business on a date which shall be set forth in the 

contract and receive a full refund of any deposit orpayJn~ni on' 

the contract. 

5. a. A health club services contract shall not require tile, ~,:" 
-, 

tion of any note or series of notes by the buyer which, if
, 

separately 
. ..' .-,. 

negotiated, will cut off as to third parties any right of 8.ction or 

defense which the buyer has against the health club. 

b. A right of action or defense arising out of a health club 

services contract which the buyer has against the health club shall 

not be cut off by assignment of the contract whether or not the 

assignee acquires the cOntract in good faith and for value. 

6. A health club may not charge and accept a down payment 

exceeding 25% of the total contract price prior to opening the 

health club facility. 

7. a. Any health club services contract entered into in reliance ' 

upon any fraudulent or substantially and willfully false or mis

leading information, representation, notice or advertisement of the 

, , 
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REGULATED PROFESSIONS 

Regulates the sale of health club services. 



ASS EM B1-4 Y, No. 1163 
Introduced Pending Technicnl Review by Legislative Counsel
 

PRE-FILJDD FOR IK1'lJODUC1'ION IN THE 1986 SESSION
 

By Assemblyman ROCCO
 

SENATE CO:M1inTT]<~E SUBSTITUTE FOR 

SENATE Nos. 1434, 1207 and
 
ASSEMBLY No. 1155
 
[SECOND OFFICL\L COpy REPRINT] 

STATE OF NEW JERSEy'
 
ADOPTED FEBRUARY 25, 1985 

Sponsored by Sewilors CODgy and LASKIN 

and AsscmblyIlulll ROCCO 

AN ACT rf'g'ulatillg the ;,:;ellers of health ('lull servi('es and supple

menting P. L. 1960. c. 39 (C. 56 :8-1 et seq.). 

1 BE IT ENACTED by thr Senate and General Assembly of the State 

2 of New Jersey: 

1 1. As used in thi s act: 

2 a. "Director" means the Direetor of the Division of Consumer 

:1 Affairs ill the Department of Law and Public Safety. 

4 h. "Health club" means nil establishmellt which devotes or will 

[) devote 40% or more of its square footage to providing services 

6 or facilities for the preservation, maintenance, encouragement or 

7 development of physical fitness or physical well-being. rrhe term 

8 includes an establishment designated as "reducing salon," "health 

9 spa," "spa," "exercise gym," "health studio," "health club," or by 

10 other terms of similar import. 

11 c."Health club services" means those serVIces offered by a 

12 health club for the presprvation, mailltemmce, encouragement or 

13 development. of physical fitllCSS or physical well-being. 

14 d. "-Health club services COlltraet" means all agreement under 

15 which the buyer of health club services purchases or becomes 

16 obligated to purchase health club services. 

17 e. "Operating day" means any calendar day on which patrons 

18 may inspect and use the health club's facilities and services during 

19 a period of at least eight hours, except holidays and Sundays. 

I :20 IDach persoll who sells or offers for sale health club services 

2. in this State shall register with the director on forms the director 

3 provides. 'l'he registratioJl shall lJe renewed every two years. Upon 

4 the sale of the health club facility or a change in the majority 



G ownership of the stock of t11r ('o1'])orate OW11er, the health club 

G facility shall r(,l'('~~ist('r ,':ith (ll(' (}i]'('dor and shall pay the regis

7 tration fee. The persoll :-;}1[111 ]l]'ovid(' the fnll 1I!11111' ,1,lld a(lc1rrss 

8 of each Im;;ille~3s location wJ:rl'\~ lic'altll clull St'j'vieps nrC' ~;old ill the 

9 State as well as allY other info1'mation regarding' ilil' ownership 

10 and operation of each heaWl club that the clireC'tor drPllls apJJl'O

11 priate. The registration [tl'd 1'1'11ewal fees shaH he established or 

12 changed by the director [1]1(1 slmll be ilxed [1j a lew'1 to allow for 

13 the proper administration and pnforcement 01' this act, Imt shall 

14 not be fixed at a level that will raise amounts in excess of the 

15 amount estimated to be so required, 

1 2. a. A person who sells or offers for sa1(' health club iSerVlces 

2 shall, for each health club faciJity op('rate(} ill the State. maintain 

::3 a bono issued by a surety autJlOrized to transact business in this 

4 State; or maintain an irrevocabJe letter of credit [)~. a [mnk or 

j maintain with the director sceurities, lllOlJPYS or other s('eurity 

6 acceptable to the director to fulfill the requirements of this sub

7 section. The principal sum of the bond, letter of credit, or secur

S ities, moneys or other secmity shall be 10% of' the health club's 

9 gTOSS l1lCOGle for health club services duril','i' the cluh's last fiflcaJ 

10 year, except that the prillcipal sum of the hond, Jdter of credit, 

11 or securities, TllOlif~YS or OU"I,]' security shall 1l0t lw less than 

12 $25,000.00, nor more than $50,000.00. However, the principal sum 

13 of the bond, letter of cn:dit, or securities, moneys or other security 

14 shall [)e $50,000.00 for any period of time that a persml sells or 

15 offers for sale health cJul) flcrvices prior to the opelling or the 

16 health club facility. After the IlPalth cluh facility opens, the bond, 

17 letter of credit, or securities, mOTl('ys 01' other security shall be 

18 adjusted to the appropriate sum. The bond, Jetter of credit, or 

19 securities, m01Jeys or other security shall be {ilt·d or deposited with 

20 the director and shall be executl~d to the State of New ,Jprsc';.' 

21 for the use of any persall 'xho, after entering into a health club 

22 services contract, is damaged or suffers allY loss J)y reaSOJl of 

23 breach of contract or bankruptcy Ly the selle>r. AllY person clailll

24 iug against the bond, letter of erectit, or securities, moneys, or other 

25 security lllay maiJltain all action at law ap;ail1st tlll' health club 

26 and the surety, ballk or director, as the case may be. The aggregate 

27 liahility of the surety, bank, or the director to n11 perSOJ1S for all 

28 breaches of the conditioTls of the bo]}(l, Idter of credit, or the 

29 securiti('s, moneys or other security held by the director shall not 

30 exceed the amoullt of the bond, letter of credit, or the securities, 

31 moneys or other security held by the director. 

32 In the case of a bowl, the health club shall file a copy of the 
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33 bond with the director and a certificate by the surety that the 

34 surety will notify the director at least 10 days in advance of the 

35 date of allY caucellntiOl: or l1lflterial change ill the l)ond. 

36 b. The provisions of subsection a. of this sectioll shall not be 

37 applicable to a person who F'c]]s or offers for sale health club 

38 services in which the buyer of the health clul1 services purchases 

39 or becomes obligated to purrhas(' health club S0rvices to be rendered 

40 over a period no longer than thn'e 11l01\ths and in which the seller 

41 of the health club services requires or collects no more than three 

42 months' IlaYIll811t in advance. 'J'lie persoll ,vho sells or offers for 

4:3 sale health club services 11l:der contracts lJrovided for in this 

44 subsection shall file with the director, within :30 days following 

45 the effective date of this act and no later than January 15 of every 

46 even-numbered year, a declaration, executed under penalty of per

47 jury, stating he sells or offers for sale only health club services 

48 under contracts which comply with this subsection. Any person 

49 who has filed a declaration pursuant to this subsection and who 

50 intends to sell or offer for sale health club services under contracts 

51 with longer terms or greater payments in advance than those pro

52 vided in this subsection shall comply with subsection a. of this 

53 section. 

1 4. a. Every contract for health club services shall be in writing.
 

2 A copy of the written contract shall be given to the buyer at the
 

3 time the buyer signs the contract.
 

4 b. A health club services contract shall specifically set forth in
 

a cOllspicuous mallner all the first page of the contract the buyer's 

6 total payme11t obligation for health club services to be received 

7 pursuant to the contract. 

c. A health club services contract of a health club facility which 

9 maintains a bond, irrevocable letter of credit or securities, moneys 

10 or other security pursuallt to subsection a. of section 3 of this act 

11 shall set forth that a bond, inevocable letter of credit or securities, 

12 moneys or other security is filed or deposited with the Director of 

13 the Division of Consumer Affairs to protect huyers of these con

14 tracts who are damaged or suffer allY loss h~r reaSOll of hreach of 

13 contract 01' bankruptcy by the seller. 

16 d. Services to be rendered to the buyer under the contract sllaJl 

17 not obligate the buyer for more thall three years froll! the date the 

18 contract is signed by the buyer. 

19 e. A contract for new or illcreased health club sennces may be 

20 cancelled by the buyer for any reason at any time before midnight 

21 of the third operating day after the buyer receives a copy of the 

22 contract. In order to cancel a coutract the buyer shall notify the 
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23 health club of cancellation in writing, hy registered or certified 

24 mail, return receipt requested, or personal dcliYery, to the address 

25 SlJecified in the contract. AlllllOl1eys paid pUl'SUallt to the cancelled 

26 contract shall be fully refunded within 30 da:,\-s of receipt of the 

27 notice of cancellation. 1£ the cnstomer has (~xC'cuted any credit or 

28 loan agreement through the health club to pay all or part of health 

29 club services, the negotiable instrument executc,a by the buyer 

30 shall also be returned within 30 days. 'Chc C01l1ract shall rontaill 

31 a consplCUOUS notice printed in at least 10-point bold-faced type 

32 as follows: 

"No'rrcm 'ro CUSTOMlnR 

33 You are eJltitled to a copy of this contract at the time you sign it. 

34 You may cancel this contract at any time before midnight of 

35 the third operating day after receiving a rop:,\- of this contract. 

36 If you choose to cancel this contract, you must either: 

37 1. SemI a signed and dated written 110ticc of cancellation by 

38 registered or certified mail, retul'll receipt requested; or 

39 2. Persol!ally deliver a ::::igncd and dated writtell !\otice of' ('aJl

40 cellation to: 

41 (Kallle of health rlub) 

42 (Address of health club) 

43 If you cancel this contract within the tllree-<by period, you are 

44 entitled to a full refund of' yoUI' nlOney. H the third oln;rating 

45 clay falls () It a Sunday Ol' llOliday, II ot i"c is til i}cdy ~:i veil if it is 

46 mailed or delivered as specified in this JlOtire 011 the ]Icxt 0llcrati1ig 

47 day. Refunds must be made within 30 days of receipt of the eaJl

48 cellation notice to the health cluh. 

49 'Operating day' means allY ralendar day 011 wllicJJ patrons lllay 

50 inspect and use the health club's facilities and spry ices dnri liP; a 

51 period of at least eight hours, except holidays and Sundays." 

52 f. A health club services coutract sha11 provide that it is subjed 

53 to cancellation by notice sent hy registered or certified mail, return 

54 receipt requested, or personally deli \Tereel, to the Rdelress 0 i' the 

55 health club specified in the contract npon the huyer's death or 

56 permaneut disability, if tliB permanent disability is fully clescrillecl 

57 and confirmed to the health clull by a physiciail. III U cUllcellatioll 

58 under this subsectioll, tLe health club lIlay retain the IJortioll of 

59 the total contract price repreSl'llting' the services used plus re

60 imbursement for eXllellses incul'l'ecl ill all :.l1ll01Hlt 1l0t to exceed 

61 100/0 of the total contract price. 

62 g. A health club services contract shall provide that it is subject 

63 to cancellation by notice sent by registered or certified lIlail, return 

64 receipt requested, or persoually delivered, to the address of the 
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65 health club specified in thE' contract upon the huyer's change of 

66 pernlallent residence to a location more than 25 miles from the 

67 health club or an affiliated health club offering the same or similar 

68 services and facilities at no additional expellse to the buyer. Tn a 

69 cancellation under this suhsectiol1, the health club lllay require 

70 proof of the new permanent residence and may retain a prorated 

71 share of the total contract price based upon the date the notice 

72 was rE'ceived plus reimbursemellt for expenses incurred In an 

73 amount not to exceed 10% of the total contract price. 

74 h. A health club services contract shall provide that if a health 

75 club faciLity is closed for a period longer thall :30 days through 

76 no fault of the huyer of the health club services contract, the buyer 

77 is entitled to either extend the contract for a period equal to that 

78 during which the facility is closed or to receive a prorated refund 

79 of the amount paid by the buyer under the contract. 

80 i. A health club services contract shall not obligate the buyer 

81 to renew the contract. 

82 j. If a health club facility IS not in existence on the date the 

83 contract is executed, the health cluh services contract shall provide 

84 that a buyer of a contract may cancel the contract if the facility 

85 is not open for business on a date wllich shall be set forth in the 

86 contract and receive a full refulld of any deposit or payment on 

87 the contract. 

1 5. a. A health club services contract shall not require the execu

2 tiOll of any note or series of notes by the buyer which, if separately 

3 negotiated, will cut off as to third parties any right of action or 

4 defense which the buyer has against the health club. 

5 b. A right of action or defense arising out of a health club 

6 services contract which the buyer has against the health club shall 

7 not be cut off by assignment of the cOlltract wheUler or not the as

8 sigllee acquires the contract in good faith and for value. 

1 o. A health club may not charge and accept a dowll payment 

2 exceeding 25% of the total contract price prior to opening the 

3 health club facility. 

1 7. a. Any health club services cOlltract entered into in reliance
 

2 upon any fraudulent or substantially and willfully false or mis


3 leading information, representation, notice or advertisement of the
 

4 health club is voidable at the option of the buyer of the contract.
 

5 Any health club services contract which does not comply with the
 

6 applicable provisions of this act is voidable at the option of the
 

7 buyer of the contract.
 

8 b. Any waiver by the buyer of the provisions of this act is void.
 

1 8. It is an unlawful practice and a violation of P. L. 1960, c. 39 

2 (C. 56 :8-1 et seq.) to vlOlate the provisions of this act. 
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1 9. The prOVlSlOllS of this act shall !lot apply to any nOliprofit 

2 public or private school, colleg'c or U11iyersity; the State or any 

3 of its political subdivisions; 01' any hona fide nonprofit, reli~ious, 

4 ethnic, or community organizatiOlI. 

1 10. The director shall adopt pursuant to tl18 }J}'O,'LSlOllS of the 

2 "Administrative Procedure Act," P. L. 1968, c, 410 (C. 52 :14B-1 

3 et seq.), rules and regulatiolls necessary to effectuate the purposes 

4 of this act. 

1 11. This act shall take effect 011 the 120th day after enactment 

2 and shall apply to all health club services contracts entered into 

;) on or after the effective date. 

(':"; 8 reATEMENT 

1'his bill provides for the registratioll alld regulation of health 

clubs. A health club is all establishment which devotes or \Yill devote 

40% or more of its square footage to providing sen-ices or facilities 

for the preservation, maintenance, encuuragement 0)' development 

of physical fitness or physical well-being. 

Each health club which sells health club services nlUHt register 

with the Director of the Division of Consumer Affairs. The health 

club would also l)e required to maintaill a bond, irrevocable letter of 

credit, or securities or monies ill the amoullt of 10% of the health 

club's gross income for the past ~'ear, except that the alllount shall 

not be less than $25,000.00, nor more than $50,000.00. Howe\'er, the 

amount of the bond or other security sball be $50,000.00 during any 

period of sales prior to the opening of the health club facility. r1'he 

bond or other Hecurity would be used to cover any loss 01' damage 

suffered by a buyer of a health club services contract as a result of 

breach of contract or bankruptcy. However, the bOlld or uther 

security would not have to be maintained by a health club if the 

health club does not sell health club services contract::,; that excel~d 

three months' duratioJl and require more than three months' pay

ment in advance. 

The bill contains other conSUlller protection prOVISlOllS. Every 

contract for health club services must be ill writillg and the buyer 

must receive a copy whell he signs the contract. These contracts 

cannot exceed three years' duratioll. ']'he bill provides for a three

day cooling-off-period during which the buyer of health club 

services may cancel the contract. Also, it provides that, if the bu~'er 

of a contract dies, becomes permanently disabled 01' moves morp 

than 25 miles from the health club or affiliated health dub, the COll

tract may be cancelled and a refund made to the buyer or estate for 

the unused services less expenses incurred. Also, if for some reason 



7
 

the health club is closed for longer than one month through no fault 

of the buyer of a contract, the buyer is entitled to extend his 

membership for a period equal to that during which the facility was 

closed or to receive a prorated refund of the amount he has paid 

under the contract. A health club services contract may not obligate 

the buyer to renew the contract. Lastly, the buyer of a health club 

services contract that is executed before the health club facility is 

opened may cancel the contract and receive a refund of any deposit 

or payment on the contract if the facility is not open for business 

on the date promised in the contract. 

A health club may not charge or accept a down payment exceeding 

25ro of the contract price prior to opening the health club facility. 

Also, a buyer of a health club services contract may void a contract 

entered into in reliance upon any fraudulent or substantially and 

willfully false or misleading information or representation of the 

health club. 

The provisions of this bill do not apply to schools, colleges, or 

universities; the State or its political subdivisions; or nonprofit, 

religious, ethnic, or community organizations. 

The bill supplements the "consumer fraud act" (P. L. 1960, c. 39) 

and therefore makes violators of its provisions subject to the 

penalties and other sanctions provided in that law. 

'] 
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AN ACT regulating- the sellers of health club services and supple

menting P. L. 1960, c. 39 (C. 56 :8-1 et seq.). 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. As used in this act: 

2 a. "Director" means the Director of the Division of Consumer 

3 Affairs in the Department of Law and Public Safety. 

4 b. "Health club" means an establishment which devotes or will 

5 devote 40'7'0 or more of its square footage to providing services 

6 or facilities for the preservation, maintenance, encouragement or 

7 development of physical fitness or physical well-being. The term 

8 includes an establishment designated as "reducing salon," "health 

9 spa," "spa," "exercise gym," "health studio," "health club," or by 

10 other terms of similar import. 

11 c. "Health club services" means those serVICes offered by a 

12 health club for the preservation, maintenance, encouragement or 

13 developmeut of physical fitness or physical well-being. 

14 d. "Health club services coutract" means an agreement under 

15 which the buyer of health club services purchases or becomes 

16 obligated to purchase health club services. 

17 e. "Operating day" means any calendar day on which patrons 

18 may inspect and use the health club's facilities and services during 

19 a period of at least eight hours, except holidays and Sundays. 

1 2. Each person who sells or offers for sale health club services 

2 in this State shall register with the director Oll forms the director 

3 provides. The registration shall be renewed every two years. Upon 

4 the sale of the health club facility or a change in the majority 
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;) ownership of the stock of the c01'11Orate O'Vl1er. the health cluh 

G faeiJity-:hnll ]'er('(~';ster \\'i111 tIl\' director and shall pay the reg-is

7 tration fee. The perso!! shall l)1'ovidp the full nanw and ad,ll't'SR 

8 or each husiltess locatio;) when~ health rluh se1'\'i('(>s are solo i 1\ til\' 

9 State as well as allY oth€:H' information rega1'oinp; the o\';nprship 

10 and operation of each healtll ('lull that the director deems afl1H'O

11 })riate. 'Php, registration and J'('I'(~wal f"es shall be estahli:;lw,j or 

12 chanp;eo 1)y the oirector and shall he fixed at a Ipvel to allow for 

J3 the prO]lPr administration mId \'11torcement of this aet, 1111t shall 

14 not he fixed at a lew·] that will miRE' amounts in excess of Ow 

1;) amount estimated to lle so requ:l'l'd. 

3. a. l\ ppf'son who sells or offl'rs for salp h(~altll ('luh :-;"n'I('('S 

2 shall, for each health clull faeility 0TJerated in the Statp. ll ' aidain 

:1 a l:01id is''lWd hv a SllrPty Hntllori7Po to transad IJ11siness in this 

4 State or mailltaill an irrrvoco]11e Idter of nedit h:v a hall~\ or 

S mail!tain with jllp diredor ,:pcuriti8s, moneys or oth('r sp('urih' 

G accPlJtahle to the dirretor t'1 fulfill the rpql1ire.ments of this Ruh

i section. '1'lw principal sum Of the hond, letter of ereoit, or ,:ee111'

8 itif~s. moneys or other secnrity shall he 10% of the health cluh's 

9 gross ll1come for h(~alth ('ln11 :,orvi('es during' the club's last fiscal 

10 year, except that the principal sum of the bond, letter of credit, 

11 or s0cnrities, m01~(,YS or other security shall TlOt he less than 

12 $2;),000.00, nor more tha)l $;)0.000.00. However, the principal sum 

] 3 of the hand, letter of credit. or ~w(,llriti(ls, moneys or other security 

14 shall IJC $50,000.00 rol' allY period of time that a perSall sells or 

15 offers for sale. health club s{~rvices prior to the opening of the 

16 health elub facility. After the health club facility opens, the hond, 

17 letter of credit, or securities, moneys or other security sha11 he 

18 adjusted to the appropriate sum. '.rhe bond, letter of credit, or 

19 securities, moneys or other security shall be filed or deposited with 

20 the director and shall be executed to the State of New .Jersey 

21 for the use of any persoll who, after entering into a health club 

22 services contract, is damaged or suffers any loss by reason of 

23 breach of contract or ballkruptcy by the seller. Any persoll clailll

24 ing against the bond, letter of credit, or securities, moneys, or other 

25 security lllay maintain an action at law against the health cluh 

26 and the surety, bank or director, as the case may be. The aggregate 

27 liability of the surety, bank, or the director to all persons for all 

28 breaches of the conditions of the hand, letter of credit, or the 

29 securities, moneys or other seeurity held by the director shall not 

30 exceed the amount of the bonel, letter of credit, or the securities, 

31 moneys or other security held by the director. 

32 Tn the ease of a bond, the health club shall file a copy of the 
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3B bond with the dirertm' al~d n rcrtin~'ate h:,' 11w ::;nrr.ty that t110 

34 surety will 110tify the dirc"tor nt least 10 days in aclva'1rr of tlw 

35 date of n ':y rancel1atio;: Oi' maturial chall;:;e in thc lool1d. 

36 h. The provisions of suh.:ectioll a. of this scrtioll shall 1101 lw 

applicable to a persoll who ;;;el1p or offers for sale 11Paltll I'luli 

38 servicl;s ill which tlip rmy,·]' of tl<r~ henlth clul) sen'ie(';;; j1ur(')iilC:f':: 

39 or !Jecomes orJli,[;nted to purc!Jasp health clull servi('cs to ])8 rendered 

40 over a pe'iod no ]ollgel' thnll thrf'(O 1110])th8 and ill \\'hich the lil:11",' 

4] of tho h(;alth cluh :-WI'vil'pS ]'nquires 01' collects no more thnn thrcl: 

llioliths' lJayllleld jil ac1VHlW('. 'T']w 11('1':,:,on W}IO sen::; or offers for 

Side klaJth dull l?erV1CCS Hl'del' contracts provider] for j,', tJlis 

sulJStlrtioll sht'.11 fiJI' with the diTector, within 30 days fol1n'.',ill!2, 

th8 pff'(;dive dat(\ 01' tlti~; ad and TlO bter than January Hi of l:very 

PVPI:-llultIhered ypal', a deelaratio1 1, ~~xccutecl nndpr IWJ1alty at' 1,cr

,inry, stating' he i:i~;lls or offers for sale only health dub spl'vic('s 

llJl<ler f'Olltl'acts whiell comply "with this :mbseetjoll. Any ])('}'SOil 

40 who has [ilpd a <leclaratioil pursuant to this suhsection alld who 

50 intp1~ds to sell or offer for sale health club s(lrvic0S under contnwts 

51 with longer terms or ~ireater Tmyl!lCnts in advallCe than those pro

vided in this subsectioJl shall cOlliply with sul)sectio11 a. of this 

53 section. 

1 4. a. Every COJltract for h(lalth club servicei:i shall be in writi!lg. 

2 A copy of the written c011tl'act shall be given to the buyer at the 
., 
.) time the 1111yer sig11s the contract. 

4 1). A healtll clul) services contract shall SPllcifically set fort11 j Il 

a cOlispic\loUS rlitw:wl' Oil tlIp first paf~'e or the col'tract tl1P Imyer's 

6 total payllll':!t o1J1igation for health club services to be received 

7 pursuant to the c011tract. 

8 c. A health club services contract of a health clu1l facility \vhich 

9 mailltai11s a hond, irrevocable leUpr of credit or securities, m011eys 

10 or other 8ecuri ty 1mrsua11t to subsection a. of i:iertion 3 of this aet 

11 shall i:iet f01'th that a bond, irrevocable letter of credit or securities, 

12 llloneyt, or other security is filed or deposited "with the Director of 

13 the Divii:iion of Com:ulllcl' Affairs to vroteet Imyers of thesl; C011

14 tracts who are damaged or sul'£e1' ~TlY loss by reason of breach of 

15 contract or ba!~krupteyhy the seller. 

16 d. 8c1'\"icP8 to be rendered to the Imyer under the contract shall 

17 not oblic)'ate the hurcr for lllOl'<~ than three "cars frolll the date the
l..).7 J 

18 cOlltract is signed by the buyer. 

19 I'. A contract for H'W or increased health cluh serVices may lw 

20 cancelled by the buyer for allY reason at any time before midllight 

21 of the third operating day aftcr the buyer receives a copy of the 

contract. In order to cancei a COlltract the buyer shall notify the 



23 health club of cancellation ill \Vritill~, by registered or certified 

24 mail, return rpceipt requested, or personal delivery, to the address 

25 specified ill the contract. All moneys paid pursuant to the cancelled 

26 contract shall be fully refuno.<'(l within 30 days of receipt of the 

27 notice of cancellation. If the customer has executed any credit or 

28 loan agreement through the health club to pay all or part of health 

29 club services, the negotiable instrument executed by the huyer 

30 shall also be returned wi thin 30 days. The con tract shall cOTltain 

31 a conspicuous notice printed i II at least 10-point bold-faced type 

32 as follows: 

"NOTICT£ TO CUSTOMER 

33 You are elltitled to a copy of this contract at the time you sigj] it. 

34 Yon may cancel this contrad at any time' hefore midnight of 

35 the third operating day after receiving a cop~' of this contrad. 

36 If you choose to cancel this contract, yon must either: 

37 1. Send a signed and dated \n'itten notice of cancellation by 

38 registered or certified mail, return receipt requested; or 

39 2. Personally deliver 11 si'~ ..ned and dated written Ilotice of ca11

40 cellation to: 

41 (Name of health club) 

42 (Address of health clul» 

43 If you cancel this contract within the three-day period, you are 

44 entitled to a full refund of your Tlloney. If the third operating 

4:> day falls OI] a Sunday or holiday, notice is timely given if it is 

46 mailed or deliVf>red as specified in this notice OIl the next operati ng 

47 day. Refunds must he made within 30 days of receipt of tlw can

413 cellation notice to the health cluh. 

49 'Operating day' llleans any calendar day on which patrons lllay 

50 inspect and use the health cluh's facilities and services clurillg a 

51 period of at least eight hours, except holidays and Sundays." 

52 f. A health eluh services contract shall provide that it is subject 

53 to cancellation by notice sent h~r registered or certinedll1ail, retUl'll 

receipt requested, or penwllul1y delivered, to the address of the 

health cluh specified ill tho contract upon the lJUyer's death or 

56 permanent disahility, if the permanent disa11ility is fully deserihed 

and cOllnl'l,wd to the health club hy a physician. 111 a cancellation 

58 undej· this sulJseetioll, the ]lealtlJ elub may retain the portio1l of 

59 the' total COlltraet price representing the services used plus re

60 imlnHS(;i'lellt for expenses incurred in an allJount not to exceed 

G1 100/0 of the total contract price. 

62 g. A health club services contract shall provide that it is subjed 

63 to cancellation by notice sent 11Y registered or certified mail, returIl 

64 receipt requested, or personally delivered, to the address of the 
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65 health club specified in the contraet upon the })uyer's Challb'O of 

66 permanent residence to a location more than ~~3 miles frorll the 

6'," health club or an affiliated health club offering tIl<' sallle or similar 

68 services alld facilities at no additional expense to the lmyer. III a 

69 caJlCellation ullder this subsecti01:, the health club may require 

70 proof of the 11ew permanent resideilce and lllay retain a prorated 

71 share of the total contract price hased upon the date the notice 

72 was received plus reimbursel:led 1'01' expel H~S incurred III an 

7B amoUllt not to exceed 10% of the total contract IHice. 

74 h. A health cluh services contract shall provide that if a lwal1 h 

Tj clu1) facility is closed for a period longer than 30 days through 

76 no fault of the buyer of the health club s(~rvices contract, the buyer 

77 is entitled to either extend the contract for a period eqnal to that 

78 during which the facility is closed or to receive a prorated refund 

79 of the aUlOUllt paid by the buyer uLuer the contract. 

80 i. A health club services cOlltract shall not ollEgate the buyer 

81 to renew the contract. 

82 j. If a health club facility is not in existence 011 the date the 

83 contract is executed, the health club services contract shall provide 

84 that a buyer of a contract may cancel the contract if the facility 

85 is not open for business on a date which shall be set forth in the 

86 coutract and receive a full refund of any deposit or payment on 

87 the contract. 

1 5. a. A health club services contract shall not require the execu

2 tion of any note or series of notes by tlle buyer which, if separate1y 

;) negotiated, will cut off as to third parties any right of actioll or 

4 defense which the buyer has against the health club. 

5 b. A right of action or defense arising out of a health dub 

6 services contract which the buyer has against the health club slmll 

7 not be cut off by assignment of the contract whether or not the as

S signee acquires the contract ill good faith and for value. 

1 6. A health club may not charge and accept a down payment 

2 exceeding 2fi% of the total contract price prior to OpelliIlg the 

3 health club facility. 

1 7. a. Any health club services contract entered into in reliance
 

2 upon any fraudulent or substantially and willfully false or mis


3 leading information, representation, notice or advertisement of the
 

4 health club is voidable at the option of the buyer of the contract.
 

5 Any health club services contract which does not comply with the
 

6 applicable provisions of this act is voidable at the option of the
 

7 buyer of the contract.
 

8 b. Any waiver by the huyer of the provisions of this act is void.
 

1 8. It is an unlawful practice and a violation of P. L. 1960, c. 39 

2 (C. 56 :8-1 et seq.) to vlOlate the provisions of this act. 
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1 9. The provIsIOns of this act shall not apply to any nonprofit 

2 public or private school, college or university; the State or any 

3 of its political subdivisions; or any bona fide nonprofit, religious, 

4 ethnic, or community organization. 

1 10. The director shall adopt pursuant to the provisions of the 

2 "Administrative Procedure Act," P. L. 1968, c. 410 (C. 52:14B-1 

3 et seq.), rules and regulations necessary to effectuate the purposes 

4 of this act. 

1 11. This act shall take effect on the 120th day after enactment 

2 and shall apply to all health club services contracts entered into 

3 on or after the effective date. 

STATEMENT 

This bill provides for the registration and regulation of health 

clubs by the State. 



SENATE, No. 1308 

STATE OF NEW JERSEY
 
PRE-FILED FOR INTRODUCTION IN THE 1986 SESSION
 

By Senator CODEY
 

.AN ACT regulating the sellers of health club ;,;('ITICes a!~d supple

menting P. L. 1960, c. 39 (C. 56 :8-1 et seq.). 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. As used in this act: 

2 a. "Director" means the Director of the Division of Consumer 

3 Affairs in the Department of Law and Public Safety. 

4 b. "Health club" means an establishment which devotes or will 

5 devote 40% or more of its square footage to providing services 

6 or facilities for the preservation, maintenance, encouragement or 

7 development of physical fitness or physical well-being. The term 

8 includes an establishment designated as "reducing salon," "health 

9 spa," "spa," "exercise gym," "health studio," "health club," or by 

10 other terms of similar import. 

11 c. "Health club services" means those services offered by a 

12 health club for the preservatioll, mainte11ance, encouragement or 

13 development of physical fitness or physical v'!ell-beinf;. 

14 d. "Health club services contract" means an agreeme~lt uncleI' 

15 which the buyer of health club services purchases or becomes 

16 obligated to purchase health club services. 

17 e. "Operating day" means any calendar day on which patrons 

18 may inspect and use the health club's facilities ana services during 

19 a period of at least eight hours. except holioays and Aundays. 

1 2. Each person who sells or offers for sale health club services 

2 in this State shall register with the director on forms the director 

3 provides. The registration shall be rene,ved every two years. Upon 

4 the sale of the health club facility or a change in the majority 
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5 ownership of the stock of the corporate owner, the health club 

6 facility shall reregister with the director and shall pay the regis

7 tration fee. The person shall provide the full name and address 

8 of each business location where health club services are sold in the 

9 State as well as any other information regarding the ownership 

10 and operation of each health club that the director deems appro

11 priate. The registration and renewal fees shall be established or 

12 changed by the director and shall be fixed at a level to allow for 

13 the proper administration and enforcement of this act, but shall 

14 not be fixed at a level that will raise amounts in excess of the 

15 amount estimated to be so required. 

1 3. a. A person who sells or offers for sale health club services 

2 shall maintain a bond issued by a surety authorized to transact 

3 business in this State or maintain an irrevocable letter of credit by 

4 a bank or maintain with the director securities, moneys or other 

5 security acceptable to tfie director to fulfill the requirements of 

6 this subsection. The principal sum of the bond, letter of credit, 

7 or securities, moneys or other security shall be according to the fol· 

8 lowing schedule: one location $25,000.00; two locations $50,000.00; 

9 three locations $75,000.00; four or five locations $100,000.00; six 

10 or seven locations $120,000.00; eight or nine locations $140,000.00; 

11 and 10 or more locations $150,000.00. The bond, letter of credit, or 

12 securities, moneys or other security shall be filed or deposited with 

13 the director and shall be executed to the State of New Jersey 

14 for the use of any person who, after entering into a health club 

15 services contract, is damaged or suffers any loss by reason of 

16 breach of contract or bankruptcy by the seller. Any person claim

17 ing against the bond, letter of credit, or securities, moneys, or other 

18 security may maintain an action at law against the health club 

19 and the surety, bank or director, as the case may be. The aggregate 

20 liability of the surety, bank, or the director to all persons for all 

21 breaches of the conditions of the bond, letter of credit, or the 

22 securities, moneys or other security held by the director shall not 

23 exceed the amount of the bond, letter or credit, or the securities, 

24 moneys or other security held by the director. 

25 In the case of a bond, the health club, shall file a copy of the 

26 bond with the director and a certificate by the surety that the 

27 surety will notify the director at least 10 days in advance of the 

28 date of any cancellation or material change in the bond. 

29 b. The provisions of subsection a. of this section shall not be 

30 applicable to a person who sells or offers for sale health club 

31 services in which the buyer of the health club services purchases 

32 or becomes obligated to purchase health club services to be rendered 
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33 over a period no longer than three months and in ,,,hich the seller 

34 of the health club services requires or collects no more than three 

35 months' payment in advance. The person who sells or offers for 

36 sale health club services under contracts provided for in this 

37 subsection shall file with the director, within 30 days following 

38 the effective date of this act and no later than January 15 of every 

39 even-numbered year, a declaration, executed under penalty of per

40 jury, stating he sells or offers for sale only health club services 

41 under contracts which comply with this subsection. Any person 

42 who has filed a declaration pursuant to this subsection amI who 

43 intends to sell or offer for sale health club services under contracts 

44 with longer terms or greater payments in advance than those pro

45 vided in this subsection shall comply with subsection a. of this 

46 section. 

1 4. a. Every contract for health club services shall be in writing. 

2 A copy of the written contract shall be given to the buyer at the 

3 time the buyer signs the contract. 

4 b. A health club services contract shall specifically set forth in 

5 a conspicuous manner on the first page of the contract the buyer's 

6 total payment obligation for health club services to be received 

7 pursuant to the contract. 

8 c. A health club services contract of a health club facility which 

9 maintains a bond, irrevocable letter of credit or securities, moneys 

10 or other security pursuant to subsection a. of section 3 of this act 

11 shall set forth that a bond, irrevocable letter of credit or securities, 

12 moneys or other security is filed or deposited with the Director of 

13 the Division of Consumer Affairs to protect buyers of these con

14 tracts who are damaged or suffer any loss by reason of breach of 

15 contract or bankruptcy by the seller. 

16 d. Services to be rendered to the buyer uuder the contract shall 

17 not obligate the buyer for more than three years from the date the 

18 contract is signed by the buyer. 

19 e. A contract for new or increased health club services may be 

20 cancelled by the buyer for any reason at any time before midnight 

21 of the third operating day after the buyer receives a copy of the 

22 contract. In order to cancel a contract the buyer shall notify the 

23 health club of cancellation in writing, by registered or certified 

24 mail, return receipt requested, or personal delivery, to the address 

25 specified in the contract. All moneys paid pursuant to the cancelled 

26 contract shall be fully refunded within 30 days of receipt of the 

27 notice of cancellation. If the customer has executed any credit or 

28 loan agreement through the health club to pay all or part of health 

29 club services, the negotiable instrument executed by the buyer 
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30 shall also be returned within 30 days. The contract shall contain 

31 a conspicuous notice printed in at least 10-point bold-faced type 

32 as follows: 

"NOTICE 'ro CUSTOMER 

33 You are entitled to a copy of this contract at the time you sign it. 

34 You may cancel this contract at any time before midnight of 

35 the third operating day after receiving a copy of this contract. 

36 U you choose to cancel this contract, you must either: 

37 1. Send a signed and dated written notice of cancellation by 

38 registered or r,ertified mail, return receipt requested; or 

39 2. Personally deliver a signed and dated written notice of can

40 cellation to : 

41 ............ , '" (Name of health club) 

42 ..................................... (Address of health club) 

43 If you cancel this contract within the three-day period, you are 

44 entitled to a full refullCI of your money. If the third operating 

45 day falls on a Sunday or holiday, notice is timely given if it is 

46 mailed or delivered as specified in this notice on the next operating 

47 day. Refunds must be made within 30 days of receipt of the can

48 cellation notice to the health club. 

49 'Operating day' means any calendar day on which patrons may 

50 inspect and use the health club's facilities and services during a 

51 period of at least eight hours, except holidays and Sundays." 

52 f. A health club services contract shall provide that it is subject 

I, 53 

54 

55 

to cancellation by llotice sent by registered or certified mail, return 

receipt requested, or personally delivered, to the address of the 

health club specified in the contract upon the buyer's'death or 

56 permanent disability, if the permanent disability is fully described 

57 and confirmed to the health club by a physician. In a cancellation 

58 under this subsection, the health club may retain the portion of 

59 the total contract price representing the services used plus re

60 imbursement for expenses incurred in an amount not to exceed 

61 10% of the total contract price. 

62 g. A health club services contract shall provide that it is subject 

63 to cancellation by notice sent by registered or certified mail, return 

64 receipt requested, or personally delivered, to the address of the 

65 health club specified in the contract upon the buyer's change of 

66 permanent residence to a location more than 25 miles from the 

67 health club or an affiliated health club offering the same or similar 

68 services and facilities at no additional expense to the buyer. In a 

69 cancellation under this subsection, the health club may require 

70 proof of the new permanent residence and may retain a prorated 

71 share of the total contract price based upon the date the notice 
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72 was received plus reimbursement for expenses incurred in an 

73 amount not to exceed 10ro of the total contract price. 

74 h. A health club services rontraet shall provide that if a health 

76 club facility is closed for a period longer than 30 days through 

76 no fault of the buyer of the health club services contract, the buyer 

77 is entitled to either extend the contract for a period equal to that 

78 during which the facility is closed or to receive a prorated refund 

79 of the amount paid by the buyer under the contract. 

80 i. A health club services contract shall not obligate the buyer 

81 to renew the contract. 

82 j. If a health club facility is not in existence 011 the date the 

83 cOlltract is executed, the health club services contract shall provide 

84 that a buyer of a contract may cancel the contract if the facility 

85 is not opell for business on a date whieh shall be set forth in the 

86 contract and receive a full refund of any deposit or payment on 

87 the contract. 

1 5. a. A health club services contract shall not require the execu


2, tion of any note or series of notes by the buyer which, if separately
 

3 negotiated, will cut off as to third parties any right of action or
 

4 defense which the buyer has against the health club.
 

5 b. A right of action or defense arising out of a health club
 

6 services contract which the buyer has against the health club shall
 

7 not be cut off by assignment of the contract whether or not the
 

8 assignee acquires the contract in good faith and for value.
 

1 6. A health club may not charge and accept a down payment
 

2 exceeding 25% of the total contract price prior to opening the
 

3 health club facility.
 

1 7. a. Any health club services contract entered into in reliance
 

2 upon any fraudulent or substantially and willfully false or mis


3 leading information, representation, notice or advertisement of the
 

4 health club is voidable at the option of the buyer of the contract.
 

6 Any health club services contract which does not comply with the
 

6 applicable provisions of this act is voidable at the option of the
 

7 buyer of the contract.
 

8 b. Any waiver by the buyer of the provisions of this act is void.
 

1 8. It is an unlawful practice and a violation of P. L. 1960, c. 39
 

2 (C. 56 :8-1 et seq.) to violate the provisions of this act.
 

1 9. The provisions of this act shall not apply to any nonprofit
 

2 public or private school, college or university; the State or any
 

3 of its political subdivisions; or any bona fide. nonprofit, religious,
 

4 ethnic, or community organization.
 

1 10. The director shall adopt pursuant to the provlslOns of the
 

2 "Administrative Procedure Act," P. L. 1968, c. 410 (C. 52:14B-1
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3 et seq.), rules and regulations necessary to effectuate the purposes 

4 of this act. 

1 11. This act shall take effect on the 120th day after enactment 

2 and shall apply to all health club services contracts entered into 

il on or after the effective date. 

STATEMENT 

This bill provides for the registration and regulation of health 

clubs. A health club is an establishment which devotes or will 

devote 40% or more of its square footage to providing services or 

facilities for the preservation, maintenance, encouragement or 

development of physical fitness or physical well-being. 



ASSEMBLY HIGHER EDUCATION AND REGULATED
 
PROFESSIONS COMMITTEE
 

STATEMENT TO
 

SENATE COMMITTEE SUBSTITUTE FOR
 

SENATE Nos. 1308, 913 and
 
ASSEMBLY No. 1163
 

STATE OF NEW JERSEY
 
DATED: JUNE 22, 1987 

The Assembly Higher Education and Regulated Professions Com

mittee favorably reports the Senate Committee Substitute for Senate 

Bill No. 1308, Senate Bill No. 913 and Assembly Bill No. 1163. 

This bill provides for the J;egistration and regulation of health club~. 

Under the bill's provisions, a health club is defined as all establishment 

which devotes 40% or more of its square footage to providing services 

or facilities for the preservation, maintenance, encouragement or 

development of physical fitness or physical well being. 

The bill stipulates that any person who sells health club services 

must register with the Director of the Division of Consumer Affairs. 

Also, a health club must maintain a bond, letter of credit or securities, 

moneys or other security in an amount which represents 10% of the 

club's gross income for the previous fiscal year. 'rhe principal sum 

of the bond or other security shall be not less than $25,000.00 nor 

more than $50,000.00; except that for any period of time in which a 

person sells health club services prior to the opening of the facility, 

the principal SUill shall be $50,000.00. The bond or security is to be filed 

with the Director of the Division of Consumer Affairs and is to be 

available for claims made by persons who suffer any loss as a result of 

a breach of contract or the bankruptcy of the seller of health club 

services. A bond or security would not have to be maintained, however, 

by a health club if the club does not sell health club services contracts 

that exceed three months in duration and require more than three 

months payment in advance. 

This bill also provides the following consumer protection provisions: 

1. A health club services contract must be in writing and a copy 

giv,en to the buyer at the time of signature; 

2. A buyer shall not be obligated under the contract for more than 

three years from the date of signature; 

3. A buyer shall have three operating days from the date of receipt 

of the contract to cancel and is entitled to a full refund within 30 days 

of the club's receipt of the notice of cancellation; 
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4. A buyer may cancel the contract if he su'ffers a pennanentdis

ability which is confinned by a physician or if he moves his permanent 

residence to a location more than 25 miles .from the club or an affiliate 

which offers similar services; 

5. If the health club is closed for a period longer than 30 days, the 

buyer is entitled to extend the contract or receive a prorated refund; 

and 

6. A buyer may cancel the oontract if the facility is not opened for 

business on the promised date. 

Finally, the bill supplements the "consumer fraud act" (P. L. 1960, 

c. 39) and therefore makes violators of its provisions subject to the 

penalties in that law. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

STATEMENT TO
 

SENATE COMMITTEE SUBSTITUTE FOR
 

SENATE Nos. 1308, 913 and
 
ASSEMBLY No. 1163
 

STATE OF NEW JERSEY
 
DATED: MAY 21, 1987 

This bill, Senate Committee Substitute for Senate Bill Nos. 1308, 

913 and Assembly Bill No. 116;3, provides for the registration and 

regulation of health clubs. A health club is an establishment which 

devotes or will devote 40% or more of its square footage to providing 

services or facilities for the preservation, maintenance, encoura6'emellt 

or development of physical fitness or physical well-being. 

Each health club must register with the Director of the Division of 

Consumer Affairs. Each health club would he reqri.irec1 to maintain a 

bond, irrevocable letter of credit, or securities or moneys in the amount 

of 10% of the health club's gross income for the past fiscal year, 

except that the amount could not be less than $2::i,000.OO, nor more than 

$50,000.00. However, the amount of the bond or other security would 

be required to be $30,000.00 during any period of sales prior to the 

opening of the health club facility. The bond or other security would 

be used to cover any loss or damage suffered by a buyer of a health 

club services contract as a result of breach of contract or bankrnpt<:y. 

However, the bond or other security would not have to be maintained 

by a health club if the health club docs not sell health club ser\-iccs 

contracts that exceed three months' duration or that require more j han 

three months' payment in advance. 

The bill contains other consumer protection provisions. Every con

tract for health cluh services must be in writing anll the buyer mnst 

receive a copy when he signs the contract. These contracts cannot 

exceed three years' duration. The bill provides for a three-day cooling

off-period during which the buyer of health club services may cancel 

the contract. Also, if the buyer of a contract dies, becomes permanently 

disabled or moyes more than ~3 miles from the health clu1} or au 

affiliated health club, the contract may he cancelled and a rehmc1 made 

to the buyer or estate for the unused seryices less expenses inc:Jrred. 

Further, if for some reason the health cluh is closct1 for long'er than
~ 
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one month through no fault of the buyer of a contract, the buyer is 

entitled to extend his membership for a period equal to that during 

which the facility was closed or to receive a prorated refund of the 

amount he has paid under the contract. A health club services contract 

may not obligate the buyer to renew the contract. Lastly, the buyer 

of a health club services contract that is executed before the health 

club facility is opened may cancel the contract and receive a refund 

of any deposit or payment on the contract if the facility is not open 

for business on the date promised in the contract. / 

A health club may not charge or accept a down payment exceeding 

25ro of the contract price prior to opening the health club facility. 

Also, a buyer of a health club services contract may void a contract 

entered into in reliance upon any fraudulent or substantially and 

willfully false or misleading information or representation of the 

health club. 

The provisions of this bill do not apply to schools, colleges, or uni

versities; the State or its political subdivisions or nonprofit, religious, 

ethnic, or community organizations. 

The bill supplements the consumer fraud act (P. L. 1960, c. 39) and 

therefore makes violations of its provisions subject to the penalties 

and the other sanctions provided in that law. 
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·OFFICE OF THE GOVERNOR
 
NEWS RELEASE
 

CN-001 TRENTON, N.J. 08625 
Contact: JOHN SAMERJAN Release: WED., AUG. 12, 1987 

609-292-8956 OR 292-6000 EXT. 207 

Governor Thomas H. Kean today signed legislation regulating the financial 

and contractual aspects of health club services. 

The legislation, S-1308/913/A-1163 , sponsored by Senator Richard Codey, 

D-Essex, Senator Lee Laskin, R-Camden and Assemblyman John Rocco, 

R-Camden, supplements the Consumer Fraud Act to protect consumers against 

fraudulent practices when health spas go out of business and fail to meet their 

obligations. 

Among the provisions of the legislation is the requirement of sellers of 

health club services to maintain a bond to protect buyers of such services who 

suffer a loss by the breaching of the agreement by the health spa. The 

principle sum of this security shall be not less than $25,000 nor more than 

$50,000. 

Further, every contract for health club services is required to be in 

writing, shall not obligate the buyer for more than three years, and shall set 

forth in a clear manner the buyer's total payment obligation. 

The Division of Consumer Affairs in the Department of Law and Public 

Safety will implement the legislation. 

The legislation is effective in 120 days. 

Governor Kean today also signed legislation expanding the types of claims 

the New Jersey Surplus Lines Guaranty Fund covers to include claims arising 

out of the insolvency of the Northeastern Fire Insurance Company. 

-more
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tion yesterday that imposes stringent 
regulations on health clubs and pro
vides customers with protection from 
unscrupulous club operators. 

The measure, signed by Kean 
without comment, requires health club 
operators to register with the Office of 
Consumer Affairs and post a security 
bond. In addition. customers would 
have a three-day review period to back 
out of any membership contract and 
the club could not offer any contract 
that exceeds three years. 

The legislation (8-1308/ A-1163) 
was sponsored by sen. Richard Codey 
(D-Essex), 8en. Lee Laskin (R-Camden) 
and Assemblyman John Rocco (R-Cam

'den). 
Among other things. the law would 

require new health clubs to post a 
$50,000 security bond if any member
ships are sold before the facility opens. 
Clubs already in operation would nave 
to post a security bond of up to 10 per
cent of the gross income from the pre
vious year. The minimum would be 
$25,000 and the maximum $50,000. 

In addition. clubs could not collect 
,more than a 25 percent down payment 
on contracts before opening. 

"Too many people have found out 
the hard way that so-called lifetime 
memberships are only good for the life
time of the corporation-not the life
time of the health club member." said 
Codey.

Laskin noted that a few years ago 
there was a sudden rash of health club 
closings, after thousands of consumers 
had joined.

"In many instances these individu
als paid substantial advance member
ship fees which they lost when the club 
they had joined suddenly vanished in 
the middle of the night or was forced 
into bankruptcy," Laskin said. 

Rocco echoed those statements 
saying many "fly-by-night" health club 
operators have no assets to liquidate if 
the business fails. 

"This left members and other 
creditors out in the cold with no re
course to recoup their money," he 
added. 
. The law also calls for a prorated 

refund if a mf:mber dies, is disabled or 
moves more than 25 miles away from 
the facility. 

The Division of Consumer Affairs 
will implement the law which will be
come effective in 120 days. 
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